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GENERAL

Analysis of New Development in U.S.-Soviet
Relations

90ON0221A Beijing SHIJIE ZHISHI [WORLD
AFFAIRS] in Chinese No 22, 16 Nov 89 pp 2-3 -

[Article by Zhuang Qubing (8369 0637 4016): “Obser-
vation of New Development in U.S.-Soviet Relations™]

[Text] A Beginning of New Development

U.S. and Soviet foreign ministers held talks in the state
of Wyoming in the United States. The Soviet side
delivered a long letter written by Gorbachev to Bush.
The two sides made breakthroughs on some long-
standing controversial arms control issues. They also
reached an agreement on holding a summit in the late
spring and early summer of 1990. Recently, the two sides
declared that Bush and Gorbachev will hold an informal
meeting 2 and 3 December on U.S. and Soviet naval
ships in the Mediterranean to discuss current interna-
tional situations and U.S.-Soviet relations. This indi-
cates that a new development has occurred in U.S.-
Soviet relations and its depth and range may surpass th

period of the Reagan administration. :

As soon as Bush took office in early 1989, the U.S.
Government reexamined its Soviet policy and reached
the decision for steady and cautious development.
Shortly after, in May, Bush delivered his policy speech
on “beyond containment™ (that is, not only contain-
ment) and set the general principle of his Soviet policy.
As the U.S.-Soviet stands on arms talks drew closer,
especially as the Soviet and East European situations
changed constantly, the U.S. attitude toward the Soviet
Union gradually became positive. In his speech at the
UN General Assembly on 25 September, Bush expressed
that he was “very satisfied” with the progress achieved at
the U.S.-Soviet foreign ministers’ meeting. On 27 [Sep-
tember] he told the press again that “it is very possible”
that the Strategic Nuclear Arms Reduction Treaty would
be signed at the U.S.-Soviet summit in 1990. He rarely
sounded so optimistic before.

During the Wyoming meeting, both sides discussed
extensively such issues as arms control, regional con-
flicts, human rights, and bilateral relations. Through this
meeting, they eliminated some major obstacles to the
signing of an arms control agreement, including that
strategic nuclear arms reduction negotiations need not
be linked to the anti-missile defense issue; the Strategic
Nuclear Arms Reduction Treaty may be signed before
the anti-missile defense issue is resolved; the sea-
launched cruise missile issue may be handled as a
separate case; and mobile intercontinental missiles may
not be banned. They also reached some agreements on
the nuclear inspection issue concerning nuclear experi-
ment and chemical weapons. In the European conven-
tional force negotiation, which is as important as the
strategic nuclear arms issue, the gap between the two
sides narrowed substantially recently as compared to the
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past. Besides, the Soviets decided to reduce unilaterally
their troops overseas. If they continue to sign agreements
in these two talks and on the issues of nuclear experi-
ments and chemical weapons, the U.S.-Soviet arms
control treaty will be a giant step forward compared to
the medium-range missile treaty.

As the arms control negotiation makes greater progress,
economic cooperation, cultural exchange, and personnel
contacts between the United States and the Soviet Union
will also develop more obviously than before. U.S.
Secretary of State Baker announced recently that eco-
nomic experts will be sent to the Soviet Union for
consultation. There are people within the United States
who suggest giving the Soviet Union most-
favored-nation status. All these are reflections of new
development in U.S.-Soviet relations.

Both Sides Need It

Such a development in U.S.-Soviet relations is, in the
final analysis, neéded very much by both sides. Take the
Soviet Union, for example. It is now facing the most
difficult situation since its reform. Its ethnic and eco-
nomic problems are especially serious. Its strikes shock
the whole country. In 1989, its national budget deficit is
estimated to be close to 100 billion rubles and its
military spending is as high as 77.3 billion rubles,
accounting for 15.6 percent of its GNP. In the first nine
months of 1989, its national income increased only 2.4
percent, whereas money supply increased by as much as
17 percent. The situation has forced the Kremlin to
concentrate more energy on internal reform and
absorbing ‘large amounts of foreign investment in an
effort to revitalize the economy. The Soviet Union plans
to reduce the proportion of military spending in the
GNP by one-third to one-half by 1995. Because of this, it
has made greater concessions than the United States in
U.S.-Soviet relations to strive to make progress in arms
control talks. Not only did the Soviet Union make
concessions with regard to anti-missile defense and sea-
launched cruise missiles, but it also stated that it will
voluntarily dismantle the huge Krasnoyarsk radar sta-
tion. It approved Bush’s proposal on ‘“opening up the
sky” and even proposed to open up completely land,
water, and space.

In the meantime, the Soviet Union has noticed that
implementing its ‘“‘new thinking” diplomacy has
achieved significant results in reversing the situation
unfavorable to the Soviet Union. Currently, forces
demanding further detente with the Soviet Union are
growing in the U.S. Government and among the public.
Calls for the reduction in military spending are stronger
and stronger in Congress. If the trend of detente con-
tinues to expand, the ‘anti-missile defense plan of the
United States, namely Reagan’s “star wars” plan will
eventually be aborted. Besides, West Europe currently is
vigorously demanding a better East-West relationship. If
conflicts and contradictions continue to develop
between West Europe and the United States, it is pos-
sible that West Europe will strive to get closer to the
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Soviet Union. This will give the Soviet Union great
economic and political advantages. In order to take, one
must first give. The seeds of concession sown by U.S.
and Soviet foreign ministers in Wyoming are expected to
yield rich fruits.

During the foreign ministers® meeting, the United States
also made important concessions. It agreed to hold the
summit meeting and changed its stance of opposing the
deployment of mobile intercontinental missiles.
Although the Soviet Union has already deployed two
kinds of this type of missiles, the United States has not.
The United States, of course, has its motive in doing so.
As far as Washington is concerned, recent changes in the
Soviet Union and East Europe have created a rare
“historical opportunity” for the United States. How
could they easily pass it up? They believe that the East
European situation can be used not only to contain
Soviet expansion, but also, on the basis of containment,
to encourage the ideological and political systems of
these countries to change to the advantage of the United
States. Since the military strength of the Soviet Union is
still “formidable,” East European relations are compli-
cated, the U.S. role is limited, and the situation will
become unmanageable if the United States is not cau-
tious, on the one hand, the United States must continue
to pressure the Soviets to make greater concessions, and
on the other hand, it must try to refrain from any rash
actions and avoid turning its advantage into disadvan-
tage. As a result, the Bush administration is carefully
trying to practice, within the range tolerated by the
Soviet Union, the steady progress tactic in Poland,
Hungary, and other countries, and to win over the
coordinated actions of West European countries.

Washington not only hopes to gain more from the Soviet
Union, but also has a certain vision of the Soviet reform.
U.S. Secretary of State Baker could not have put it more
clearly: The United States hopes that the Soviet reform
will “succeed at home and abroad” because it will make
the Soviet Union “less aggressive, more restrained in
using force, and less hostile toward democracy.” He also
said that the Soviet reform plan is completely different
from the reform carried out by previous leaders “because
it has gone significantly beyond the range of economic
readjustment and it demands fundamental changes in
the political system of the Soviet Union.” However,
policy makers in the U.S. Government have different
views on the successes and failures of Soviet reform and
their effect on the United States. According to U.S.
newspapers, Secretary of State Baker, presidential
National Security Adviser Scowcroft, and most officials
have a relatively optimistic attitude; Vice President
Quayle, Secretary of Defense Cheney, and Deputy
National Security Adviser Gates hold differing views.
CIA’s analysis report in July holds that the Soviet reform
cannot succeed easily and suggests that the United States
adopt a cautious attitude toward the Gorbachev admin-
istration. In the meantime, some rightwing Republicans
attacked Bush for being hypercautious and failing to take
full advantage of the Soviet reform.
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Several Issues

From now on, U.S.-Soviet relations will be further
expanded and deepened, which is an obvious trend. But,
although the meeting points of U.S. and Soviet interests
have increased, fundamentally the two sides are, after
all, major rivals. The basic purposes of the “beyond
containment” policy and the “new thinking” diplomacy
cannot be blended together. Compromise and conces-
sion cannot cover up the nature of competition and
contention. The two sides still have deep doubts about
and are heavily guarded against each other. Therefore,
the development of U.S.-Soviet relations will still be
tortuous. Several noteworty issues are as follows:

1. The U.S.-Soviet summit in 1990 will be a meeting that
serves as a link between past and future. At the meeting,
some significant agreements may be reached to accel-
erate the development of future relations. Soviet Foreign
Minister Shevardnadze stated openly that the agreement
to hold this meeting itself is proof that the two sides
“have come a long way” in resolving bilateral and
international problems. He also predicted that at the
meeting they probably will sign the Strategic Nuclear
Arms Reduction Treaty and protocol concerning the
1974 and 1976 nuclear experiment control treaties, and
“give a great impetus to” the European conventional
force reduction talks.

But the quality-oriented arms race is still going on
between the United States and the Soviet Union, and
arms talks still have many future problems. Not long ago,
Bush complained that the Soviets were modernizing
their nuclear weapons at an extremely fast rate. Soviet
leaders announced in June that 4 billion rubles will be
appropriated for “military space plans.” Although the
Soviets yielded on the anti-missile defense issue, Deputy
Foreign Minister Karpov insisted that the Strategic
Nuclear Arms Reduction Treaty still has “a direct link”
to the 1972 antimissile treaty and that, if the latter is
violated, the Soviets “has the right” to withdraw from
the former. Therefore, the explanation of the antimissile
treaty on space experimentd will still pose problems for
future negotiations.

2. An international understanding is that the two super-
powers have “a tacit agreement” on the East European
issue. According to the report of THE NEW YORK
TIMES, the Soviet Union recognized political and eco-
nomic changes in Poland and Hungary and did not
oppose economic aid from the West, whereas the United
States told the Soviets that it had no intention of urging
Poland and Hungary to withdraw from the Warsaw Pact.
THE NEW YORK TIMES also said that U.S officials
revealed that Secretary of State Baker repeatedly assured
Shevardnadze that the purpose of U.S. policy is to seek
the “stability” of East Europe and he hopes that East
European countries can realize such “stability” through
a gradual transformation to a free market system and a
free-election government. In his speech at the United
Nations in September, the Soviet foreign minister also
emphasized that the goal of Soviet policy is “the stability
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of the current world,” that “this principle will not change
even when it affects our direct interests and the interests
of this big family which we are fortunately a part of,” and
“that patience is the criterion of civilized political activ-
ity.”

However, changes in East Europe have affected the
balance of the East and West blocs in Europe and the
Yalta situation, which was established after the World
War I1. Nobody can tell what such changes will eventu-
ally lead to. Even the United States, which is eagerly
hoping that the Soviet Union and East Europe can
“transform peacefully,” has mixed feelings, worrying
about the danger that the situation will get out of control.
Kissinger even thinks that the current situation of
Europe is the “calm before the storm” and urges mea-
sures to “relax tensions gradually, while maintaining the
existing military structure.”

3. A closer relationship between the United States and
the Soviet Union will inevitably create different effects
in other parts of the world. Take Japan, for instance.
Some people think that, although the basic pattern of
U.S.-Soviet military confrontation has not changed, if
U.S.-Soviet relations continue to develop as they did
during the Wyoming talks and a complete understanding
is reached, the Soviet Union will no longer be a threat to
the United States. At that time, the United States will
“unilaterally abolish the security treaty” and withdraw
U.S. troops. This will imply the “death of the Japanese-
U.S. alliance.” Its influence will be really unpredictable
on the U.S.-Japanese relationship, which has already
been affected by trade problems. .

In sum, the new development in the relationship
between Washington and Moscow is a result of relaxed
relations between the East and the West as well as a new
test facing this relaxation. Its course will not be smooth
and direct. Its influence will also be complex.

)lglNHUA Discusses NATO-Warsaw ‘Open Skies’
act

OW2002003690 Beijing XINHUA Domestic Service in
Chinese 1353 GMT 13 Feb 90

[“News analysis” by XINHUA reporter Yuan Rongsh-
eng: “The ‘Open Skies’ Meeting Between NATO and the
Warsaw Pact™]

[Text] Ottawa, 12 Feb (XINHUA)—The foreign minis-
ters of 23 NATO and Warsaw Pact countries will gather
in Ottawa, the capital of Canada, from 12 to 28 February
to discuss opening up the skies of the member countries
of the world’s two largest military alliances.

Under the so-called concept of open skies, the member
states of an alliance allow their counterparts from
another alliance to send unarmed aircraft into their
airspace on short notice to monitor their military activ-
ities and installations. Both NATO and the Warsaw Pact
believe that opening up their skies is a measure aimed at
enhancing mutual trust between East and West, instead
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of a part of U.S.-Soviet or East-West disarmament
efforts. They also believe that the action can serve as a
supplementary verification measure for future disarma-
ment agreements. '

Since its proposal by U.S. President George Bush last 12
May, the concept of open skies has quickly won the
support of the other NATO member countries and
drawn a response from the Warsaw Pact. Soviet Foreign
Minister Shevardnadze last September formally
expressed support for holding an “open skies” meeting.

The Ottawa meeting is a working conference, in which
three days of foreign minister-level sessions are followed
by discussions among ordinary government officials.
The meeting is designed to understand and resolve the
various problems related to open skies. A second
meeting, scheduled to be held in April in Budapest, the
capital of Hungary, will seek to settle unresolved prob-
lems from the Ottawa meeting and to sign a treaty on
“open skies.” ‘

In preparation for the Ottawa meeting, a Canadian
unarmed military airplane stationed in West Germany
on 6 January made a trial flight through Hungarian
airspace with assistance from the Hungarian Govern-
ment. Because of its limited ability, Hungary voluntarily
gave up its right to make a trial flight through Canadian
airspace.

After several rounds of consultation, the NATO member
states put forward a “summary of main points” last 15
December to expound their alliance’s unified stand on
the Ottawa meeting. Other than a brief description by
the Soviet Union of its stance, the Warsaw Pact coun-
tries have not yet developed a uniform position on the
meeting, because of the drastic political changes in
Eastern Europe in the second half of last year. ’

Currently, there are still many differences between the
specific positions of the NATO and Warsaw Pact coun-
tries. The differences lie mainly in the following two
areas:

1. They differ on the scope of opening. NATO has called
for opening up the airspace of all member countries of
the two military alliances. The Soviet Union has con-
tended that the NATO proposal, while covering all
Warsaw Pact military bases, does not include the over-
seas military bases of the NATO countries, particularly
the United States (in such countries as Japan and the
Philippines), and has called for including the military
bases of both alliances throughout the world.

2. They differ on how to make surveillance flights.
NATO has suggested that the two military blocs conduct
flights separately, with the member states of each bloc
making the flights alone or together, and has called for
making the intelligence and data collected from such
flights the property of each bloc. The Soviet Union has
proposed that both NATO and the Warsaw Pact use the
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same types of aircraft and instruments and make surveil-
lance flights together, and has called for making the
intelligence and data so gathered the joint property of
both alliances.

Some Western analysts believe that the Soviet Union’s
Joint surveillance proposal was prompted by that coun-
try’s fears of failing to catch up with Western surveil-
lance equipment and technology and consequently of
finding itself in an unfavorable position in this war of
intelligence. Soviet diplomats in Canada, however, have
denied this, saying that joint surveillance can truly
enhance mutual trust between East and West and save
money, manpower, and equipment.

East, West Differences on ‘Open Skies’ Issues
Noted

HK2202045990 Beijing RENMIN RIBAO in Chinese
17 Feb 90 p 4

[“Roundup” by staff reporter Guo Wenfu (6753 2429
4395): “New Area in Disarmament Talks”]

[Text] Ottawa, 13 February—After two days of stren-
uous work, the foreign ministers of 23 countries of the
two big military blocs—NATO and the Warsaw Pact—
basically achieved consensus today on mutually opening
their skies to let the other side’s planes carry out surveil-
lance flights. They will also hold the next round of
negotiations in Budapest in May this year to solve the
remaining problems to facilitate the signing of the open
skies treaty.

So-called open skies means letting unarmed military
planes of the other side enter a state’s own airspace on
short notice to monitor relevant military activities and
military facilities. There has never been such a practice
since the establishment of the two military blocs. In the
period of mutual antagonism, to achieve the aim of
spying on the other side’s military targets, both sides
resorted first to reconnaissance planes and then to satel-
lites. In disarmament talks, both sides must have an
accurate idea of conditions concerning the other side’s
military strength and military activities. Surveillance
overflights can make up for what is lacking in spy
satellites. Therefore, open skies will help toward an
accurate assessment of the other side’s strength in disar-
mament talks.

The *“open skies™ conference held recently in Ottawa is a
working conference. The aim is to solve relevant knotty
problems in opening up the countries’ respective skies, in
order to establish mutual trust and to prevent shock
attacks and various mishaps.

Realizing the opening of skies and letting the other side
make surveillance flights over a country’s airspace calls
for resolution of a series of complicated concrete prob-
lems. As far as the contents of the drafts of the agreement
respectively promulgated by both sides today are con-
cerned, the main contents of the agreement are as
follows: What kinds of planes are to be used and who is
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to fly these planes; the number of flights by both sides
and the allocation of flight quotas; the arrangement of
the scope of flights and routes; stipulations for the
sensors used on planes; how to use and share acquired
information and data; concrete flight arrangements; the
responsibilities and obligations of both sides; and so
forth.

Conditions concerning the conference in the past two
days show that despite both sides expressing the inten-
tion in principle to sign an agreement as quickly as
possible, some differences still exist on some problems.
First, the Warsaw Pact’s program calls for extending the
scope of openness to the sea, or monitoring naval activ-
ities, and to space, or monitoring arms race conditions in
space. This suggestion met with U.S. opposition. But if
this suggestion were accepted, it would be a matter for
after the opening up of the skies. Therefore, it does not
interfere with the current effort to reach agreement.
Second, the Soviet Union suggested extending the scope
of air surveillance to U.S. bases in third countries
outside NATO member countries. This idea also was
turned down by the United States because there was no
way to negotiate this question with third countries. In
addition, the Soviet side hoped to organize a flight team
for common use and to use common devices to carry out
surveillance flights. The NATO side did not agree with
this view. The United States suggested that the data
acquired by a country’s surveillance flights be shared
only by member nations of the group. The Soviet Union
wanted it to be shared by all the relevant signatories.
There are some other disagreements.

Most of the medium-sized and small countries of the two
big groups assume a relatively positive attitude toward
the negotiations. This agreement can give them an
opportunity to take a direct part in disarmament activ-
ities. '

To prepare for this conference, Canada and Hungary had
specially arranged for a test flight in Hungary’s airspace
on 6 January this year. A Canadian unarmed military
plane passed over Czechoslovakia to carry out a surveil-
lance flight of about three hours over Hungary, in order
to supply necessary data for the conference.

The “open skies™ idea was first put forward by U.S.
President Eisenhower in 1955, but was rejected by the
Soviet leaders at the time. Last May, U.S. President Bush
again put forward this suggestion and had it approved by
NATO allies as a formal proposal. Later, it very quickly
received a positive response from the Soviet Union and
Warsaw Pact countries. Last September both the Soviet
Union and the United States decided officially to call
such a conference to create a new area for promoting the
process of disarmament. The convening of the confer-
ence with an agreement reached in principle will have a
definite stimulating effect on future disarmament nego-
tiations.
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SOVIET UNION

Heilohgiiang To Exchange Films With
Khabarovsk Kray

SK 1602051190 Harbin Heilongjiang Provincial Service
in Mandarin 2200 GMT 12 Feb 90

[Text] The agreement on exchanging films between
Heilongjiang Province and Khabarovsk Kray in the
Soviet Union was signed in Harbin on 12 February. This
agreement stipulates that, within one year, the Chinese
and Soviet sides each select four to six feature films from
the other side for showing. According to the information,
the feature films exchanged by our province with Kha-
barovsk Kray will be original versions and are to be
shown at designated theaters, with subtitles added.

NORTHEAST ASIA

Japanese Cited on U.S. Troop Cuts in Japan

OW2102022090 Beijing XINHUA in English
1305 GMT 20 Feb 90

[Text] Tokyo, February 20 (XINHUA)—Japanese
Defense Agency Chief Juro Matsumoto said today that
any cuts in U.S. troops stationed in Japan will not
damage the country’s overall military strength.

According to a KYODO NEWS SERVICE report, Mat-
sumoto admitted the possibility of U.S. troop reductions
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in Japan, but said that “efficiency and streamlining”
would be the aim of any force reductions proposed by
U.S. Defense Secretary Dick Cheney during talks this
week in Tokyo.

Cheney arrived in southern Okinawa this afternoon on a
five-day visit to Japan.

Matsumoto said it is clear there is “absolutely no inten-
tion of lowering the qualitative level” of the U.S. troop
strength.

Chenéy is expected to announce a plan to cut 5,000, or
10 percent, of the 50,000 U.S. troops stationed in Japan.

He is also expected to put forward requests for increased
military burden-sharing during his talks with Japanese
officials.

The KYODO report said that Cheney, backed by U.S.
congressional pressure, may request up to 4.5 billion
dollars from Japan to finance the U.S. troops stationed
in Japan.

Japan now pays some 2.5 billion dollars, about 40
percent of the total cost.

Matsumoto said that his agency would “listen, thor-
oughly think out and then make a decision of our own”
on the U.S. requests for a greater Japanese contribution
to the 6 billion dollars per year it costs to maintain U.S.
troops in Japan.
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Vice Minister Speaks on Nationalities Work

OW 1702063290 Beijing XINHUA Domestic Service
in Chinese 1215 GMT 10 Feb 90

[By reporter Zheng Qingdong (6774 1987 2639]

[Text] Beijing, 10 Feb (XINHUA)— Wu Jinghua, vice
minister of the State Nationalities Affairs Commission,
said today that it is necessary to properly handle a few
Jjobs in a down-to-earth manner this year to make new
contributions to maintaining stability in the areas inhab-
ited by minority nationalities, promoting a sustained,
steady, and coordinated development of the economy
and culture, and safeguarding the unity of the mother-
land and solidarity among all nationalities. '

Wu Jinghua said it is necessary to continue to unfold
activities of commendation for unity, solidarity, and
progress among nationalities and to commend those
advanced collectives and individuals who have made
important contributions to promoting solidarity and
progress among nationalities in the struggle against the
turmoil, counterrevolutionary rebellion, and attempt to
split the motherland and in the struggle to safeguard the
unity of the motherland. Meanwhile, certificates of
honor must be conferred on those comrades who have
engaged in the work of nationalities affairs over a long
period of time. He said that action will be taken to
further promote the development of border trade. Most
of the areas inhabited by minority nationalities are
located in the landlocked frontier region. While con-
tinuing to open their doors to the east, strengthen their
lateral cooperation with the hinterland of the mother-
land, and establish contacts with other parts of the world
through the coastal areas, we still must open their doors
to the south and to the northwest. It is necessary to step
up construction of ports in the border areas and improve
their management. We plan to study with departments
concerned ways to gradually improve certain policies
that badly need improvement, in light of the actual
conditions of the development of border trade.

Wu Jinghua pointed out that efforts will be made this
year to continue to implement the law on autonomy for
the areas inhabited by minority nationalities in a bid to
promote establishment of a legal system among all the
nationalities of China. The State Nationalities Affairs
Commission is considering working with departments
concerned on formulation of some detailed rules and
regulations governing implementation of the law on
autonomy for the areas inhabited by minority national-
ities. At present, it is working first on the document
“Certain Suggestions on Implementation of the Law on
Autonomy for the Areas Inhabited by Minority Nation-
alities.” It is endeavoring to gradually formulate a whole
set of administrative laws and regulations that incorpo-
rate implementation of the law on autonomy by the State
Council and local governments. It is necessary to con-
tinue to do a good job in conducting work among
minority nationalities that live together and are scattered
over some parts of the country. The State Nationalities
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Affairs Commission is drawing up “Regulations Gov-
erning Work for Nationality Townships” and “Regula-
tions Governing Nationalities Work in the Urban
Areas.” Meanwhile, the work to help the poor in the
areas inhabited by minority nationalities and the work
for the areas of herdsmen will be stepped up this year, so
as to really carry out the various policies and measures
for these two tasks.

Wu Jinghua also mentioned that the State Nationalities
Affairs Commission will take specific measures to
improve the work of education, culture, training of
cadres, and languages among minority nationalities. He
called on the leaders of the State Nationalities Affairs
Commission and departments in charge of nationalities
work at all levels to take the lead in going to the
grassroots units to conduct surveys and study, take
active measures, and improve their nationalities work,
so as to meet the needs of the country for nationalities
work under the new situation and usher in a new epoch
in nationalities work.

Democratic Parties Discuss CPC Multiparty
Document

OW 1402002990 Beijing XINHUA Domestic Service in
Chinese 0530 GMT 13 Feb 90

[Text] Beijing, 13 Feb (XINHUA)— In the past few days
central committees of various democratic parties and the
All-China Federation of Industry and Commerce held
forums on studying and discussing the “Opinions of the
CPC Central Committee on Persisting In and Improving
the System of Multiparty Cooperation and Political
Consultation Under the CPC’s Leadership.”

At the discussion meetings, responsible persons of var-
ious democratic parties and the All-China Federation of
Industry and Commerce held that the system of multi-
party cooperation and political consultation under the
CPC’s leadership was formed and developed in the long
years of revolution and construction. The integration of
Marxism with the actual situation in China gave birth to
this system, which is a basic political system suited to
China’s conditions.

Responsible persons of the central committees of the
Revolutionary Committee of the Chinese Kuomintang,
the China Democratic League, and the China Demo-
cratic National Construction Association shared the
view that the CPC Central Committee drafted this
programmatic document to uphold and perfect the basic
political system. They maintained that the implementa-
tion of this document will have a major and practical
significance as well as a far- reaching impact on main-
taining a stable and united political situation, promoting
socialist democratic political construction, bringing the
political participation and supervision of democratic
parties into play, mobilizing all positive factors, and on
building socialism with Chinese characteristics.

Responsible persons of the China Association for Pro-
moting Democracy, the China Zhi Gong Dang, and
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other parties proposed at the forums that the study,
dissemination, and implementation of this document be
made the central task of all parties. All levels of demo-
cratic parties should organize their members to study the
document, unify the thinking of all members in accor-
dance with the spirit of the document, unswervingly
accept the CPC’s leadership, wholeheartedly cooperate
with the CPC, and take the socialist road.

Responsible persons of the Jiusan Society, the Chinese
Peasants and Workers Democratic Party, the Taiwan
Democratic Self-Government League, and other parties
proposed at the meeting to treat the study, dissemina-
tion, and implementation of the “opinions > of the CPC
Central Committee and the in-depth understanding of
the spiritual substance of the document as a major task.
Many parties even specifically issued circulars calling on
all levels of organizations and their members to under-
stand the great significance of the document during the
study session; understand that the Communist Party of
China is the leading center of the socialist cause; under-
stand the roles and functions of democratic parties; and
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understand the importance of the need for the demo-
cratic parties to improve themselves.

Responsible persons of the All-China Federation of
Industry and Commerce proposed at the forum that
advancing suggestions and doing concrete work in the
current effort to improve the economic environment,
rectify the economic order, and deepen reform are the
central tasks for associations of industry and commerce
for the present as well as for the future. The All-China
Federation of Industry and Commerce and local organi-
zations should earnestly study and understand the spir-
itual substance of the *“opinions,” carry forward the
excellent tradition of self-education, strengthen ideolog-
ical and political work, and further raise awareness in
upholding the four cardinal principles and opposing
bourgeois liberalization. They should explore, discover,
and train qualified personnel; strengthen the building of
leading bodies at all levels of organizations; continuously
recruit new members; do an in-depth and good job on
the experiment with professional guilds; have leaders
and organs of all levels change their work style; go deep
into reality and raise work efficiency; and make tireless
efforts to implement this document.
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NATIONAL AFFAIRS, POLICY

Regional Economic Development Viewed

HK0712010289 Beijing JINGJI YANJIU [ECONOMIC
RESEARCH] in Chinese No 10, 20 Oct 89 pp 71-76

[Article by Zhang Wenhe (1728 2429 0678), a doctoral
student with the Planmng Department, China People’s
University, revised in September 1989: “Strategies for
Regional Economic Development in China: Changes
and Options”]

[Text] New China was founded 40 years ago. In order to
develop the economy, balance the disposition of produc-
tive forces and eliminate regional differences, we chose
the strategy of even regional economic development.
Since reform and opening up, China’s policy on the
regions has shifted from the simplistic approach of
‘helping the poor at the expense of the rich’ and ‘balance
for the sake of balance’, to that of uneven regional
development. Practice in the last decade has demon-
strated that this strategy is clearly superior to the pre-
vious strategy of even development. However, some
problems and even errors, have been exposed In my
view, the correct approach to reglonal economic devel-
opment in China in the future is uneven coordinated
development.

L. Shift From Strategy of Even Development to Uneven
Development

Since the 3d Plenary Session of the 11th CPC Central
Committee in 1978, and especially since the beginning of
the 1980’s, reform and opening up has led to funda-
mental changes in China’s regional economic policy,
regional economic priorities, and regional distribution of
investment. These changes clearly signal changes in our
strategies for regional economic development. They can
be attributed to the following factors: '

First, the lesson from 40 years’ experience in the distri-
bution of production. Conventional strategy of even
development stresses even reglonal development, places
economic disposition and investment prlormes on the
relatively backward central and western regions, and is
anxious to shift westward in large-scale distribution of
productlon This has helped to some degree, to tap
resources in the western and central parts of China, to
provide support for economic construction in the eastern
part, and to strengthen the economy of the entire
nation.! Therefore, the conventional strategy must be
fully affirmed. However, taken as a whole the results are
not good, the interests of the east and the entire nation
have been sacrificed, and the price is heavy. On the one
hand, investment results in the center and west are
poorer than those in the east. This is reflected in the rate
of profit tax from the funds, the east:center:west ratio
being 4:2:1.2 Not only does this phenomenon have little
impact on the economic development of the entire
nation, but even the center and west themselves have not
been able to end their poverty. The consequences of
ignoring the objective conditions of the three regions and
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economic results, and adopting the model of scattered
distribution in regions including mountains and caves,
have been poor economic results and other problems. On
the other hand, the restructuring and strengthening f old
bases and enterprises along the eastern seaboard has
been affected and the development of the more devel-
oped east has been suppressed. After examining the past
experience of emphasizing speed over results and
emphasizing the interior over the coast, the state began
to shift the priority of economic construction to raising
economic results, and uniting speed and results.

Second, correction of the wrong understanding of the law
of production distribution and the introduction of
western regional growth theories has laid a theoretical
basis for the change in regional development strategies.
In the past we blindly borrowed from the Soviet produc-
tion theory and viewed the law of uneven production
distribution as a capitalist law, and the law of even
development and distribution as a socialist law. Through
discussion and practice, we gradually realized that this
view was one-sided and simplistic. We also affirmed that
it is an incremental historical process for regional eco-
nomic development to proceed from uneven to even and
disorder to order. The development of the regional
economy in any nation is determined by this common
law. Whether we adopt the even or uneven strategy
under Chinese socialist conditions, we should aim at
results and economically rational distribution. The shift
from unevenness to evenness should be gradual. We
should not pay the price of sacrificing partial or overall
development of productive forces and employ simple
methods to level off the differences. It is harmful to
ignore economic results and to balance for the sake of
balance in production distribution. Meanwhile, with
reform and opening up, Western theories of production
distribution and the regional economy have been intro-
duced into China. Of these, the regional growth theory of
American economist J.G. Williamson has had the
greatest influence on the shift of our regional develop-
ment strategy. This theory posits that during the early
stage of national economic development, inter-regional
disparity in growth will widen. In other words, there will
be uneven growth. Then, with economic growth, the
degree of inter-regional unevenness will stabilize. During
the mature stage of development, the disparity will
narrow. In other words, there will be even growth.? The
evolution from unevenness to relative evenness and then
evenness in regional economic growth, is a result of the
mutual action and transformation of the polarization
effect and diffusion effect. During the initial stage of
regional growth, the polarization effect is stronger than
the diffusion effect and economic disparity between
regions tends to widen. This uneven development is
closely related to intensive economy and economy of
scale. That is, production factors are at first concentrated
in a small number of places or regions which promise
better results and development. During the later stage of
growth, the diffusion effect becomes significant. The new
regions begin to develop while the economy of the
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developed regions begins to diffuse outward, and inter-
regional economic disparity further narrows.* This
regional growth theory is basically a theory of uneven to
even growth.

Third, lessons from international experience. Many
developed nations adopted the ‘uneven—even’ strategy
of regional economic development during their course of
development. The United States has experienced uneven
growth between the east and west for more than a
century. Only when the Great Lakes region in the north-
east had been developed, did efforts gradually shift to the
midwest, the west coast, the south coast, and the Mex-
ican Gulf area. In spite of its small area, Japan has also
experienced a few decades of uneven growth along the
coastal hinterland. Besides, a report of the United
Nations Economic Commission points out after an anal-
ysis of the development processes of a few dozens
developed and backward nations, that there is more
regional disparity in poor nations than in wealthy ones,
and that regional disparity in the latter is narrowing
while that in the former is widening. These two correla-
tions show that degree of disparity in regional develop-
ment is closely linked to level of economic development
of a nation. This international experience is an impor-
tant reference for us in formulating our strategies for
regional development.

The new strategy for regional economic development
that has been gradually formulated and implemented
since the 3d Plenary Session of the 11th CPC Central
Committee is a development strategy that allows uneven
development and prioritizes major regions. This regional
slant strategy is mainly manifested in the following three
aspects:

First, investment slant. During the Sixth 5-year Plan the
eastern seaboard enjoyed 50.6 percent of state invest-
ment, which was far more than the 40.6 percent it
enjoyed in 1953-1980. The total amounts of investment
on all social fixed assets in 1982 were 62.317 billion,
34.221 billion, and 17.978 billion yuan for the eastern,
central, and western regions respectively, which
accounted for 50.65 percent, 27.8 percent, and 14.6
percent respectively of the total national investment. In
1987 the total amounts of investment in the three
regions changed to 197.438 billion, 89.971 billion, and
50.045 billion yuan respectively, which accounted for
56.12 percent, 25.57 percent, and 14.2 percent respec-
tively of the total national investment.® This shows that
in recent years our investment has continuously slanted
toward the eastern coastal region.

Second, gradient in reform and opening up. Because of
its superior geographical location, and economic and
technological base, the eastern seaboard was the first to
take off in economic reform and opening up to the
outside world. A clear gradient in reform and opening up
has been formed after search and practice at different
levels, from the special economic zone to the open cities
on the coast, the open economic zones on the coast, and
then the interior. The movement is from the exterior to

ECONOMIC 9

the interior and from the coast to the inland. The eastern
seaboard has evidently benefited more than the western
and central regions. Inter-regional disparity in invest-
ment will lead to inter-regional disparity in ability to
absorb foreign capital.

Third, policy slant. When the east took the lead in
reform and opening up, the state introduced a preferen-
tial policy. It enjoyed preferential treatment at four
levels, namely, special zones, development zones, open
cities, and open areas. The east enjoys much more
preferential treatment than the center and the west in
aspects such as autonomy over import and export and
proportion of foreign currency earnings allowed to be
retained. This led to large-scale eastward movement of
production factors from the center and the west, such as
funds, and human and material resources. The slant in
regional policy caused unequal development opportuni-
ties in the regions.

The above analysis illustrates a sharp contrast between
the conventional and the current strategies for regional
development. The conventional strategy stresses even
development between the regions, while the current one
recognizes the reality of uneven development between
the regions, and suggests that some take off first and
become the ‘locomotive’ of China’s economy. The con-
ventional strategy stresses fairness and equality between
the regions, while the current one stresses economic
results. In terms of regional distribution, investment
distribution, and regional policy, the conventional
strategy sees the interior as the priority and is overly
anxious to ensure large-scale westward movement in
production distribution, whereas the current one places
priority on the eastern seaboard and gives it preferential
treatment in investment and policy.

I1. Implementation of the Strategy of Uneven
Development During the Reform: Achievement and
Problems

The implementation of the new regional development
strategy in the last decade has undoubtedly achieved
tremendous success and has attracted worldwide atten-
tion. Nationally, the growth rates of economic indicators
such as gross value of social products, national income,
total value of industrial and agricultural output, total
value of industrial output, and total value of agricultural
output are radically higher than those prior to 1978. (The
growth rates of economic indicators in 1979-1985 are
1.7-11.8 percentage points higher than those of 1954-
1978.) The achievement is impressive. Regionally, the
economic growth rates of the east, center, and west have
also gone up to different degrees. Even nonpriority
regions like the center and the west, and especially the
west, have witnessed much higher economic growth rates
than prior to the reform. (Only the growth rate of total
value of industrial output has slightly dropped.) Reform,
opening up, economic reinvigoration, and the imple-
mentation of the strategy of uneven regional develop-
ment have certainly injected much vitality into our
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economic and social development. It signifies an aban-
donment of the strategy of even distribution formed in
the previous 30 years and subsequent progress.

However, a series of problems and even errors in eco-
nomic development have accompanied the implementa-
tion of the new strategy.

First, inter-regional economic disparity has widened on
alt fronts. The 1 I provinces and regions in the west make
up 70 percent of the area of China. In 1985 they
accounted for 28.6 percent of the total population of
China and 17.2 percent of the total value of industrial
and agricultural output. Their average per capita total
value of industrial and agricultural output was 701.6
yuan, which was 57.9 percent of the corresponding
national figure, and only 38.9 percent of the corre-
sponding eastern figure. From 1981 to 1985 the total
value of industrial and agricultural output of the 11
provinces and regions in the west had increased by 77.68
billion yuan, compared with 257.52 billion yuan of the
10 provinces and municipalities in the east. The latter is
more than three times larger than the former.

Second, a major error in our reform has been a lack of
coordination between regional economic slant and
industrial structure slant, and gravely biased production
distribution and loss of balance in the industrial struc-
ture. In the implementation of the strategy of uneven
regional development we only stress the development of
eastern coastal areas, our investment in terms of industry
or sector is all tilted to the east, and we have neglected
the development of the center and west, especially their
basic industries and infrastructure such as agriculture,
energy, raw materials, and transport. The slant in
regional economy has not coordinated well with that in
industrial structure, resulting in grave imbalance in the
proportionate relationships in China’s industrial struc-
ture. As the base of our national economy, agriculture is
still weak. Moreover, since 1984 our agricultural produc-
tion has been staggering. The trend is worrying and many
have expressed concern about it. Basic industries and
infrastructure such as energy, raw materials, and trans-
port have lagged far behind. Although this has something
to do with the overheated economy, it is mainly caused
by insufficient emphasis and slow development.

Third, inter-regional economic friction has intensified.
This can be attributed to two factors. The first factor is
the serious distortion of the pricing structure. Our
pricing structure has been irrational for a long time. The
prices of our primary products, such as agricultural
products and by-products, energy, raw materials, and
mineral materials, are too low. A grave scissors differen-
tial in the prices of manufactured products and primary
products has been formed. Therefore, some of the profits
of the center and west, which are strong in raw materials
and primary products, have flowed to the coastal areas.
The center and west provide raw materials, the coastal
areas process them and then sell the finished products
back to the center and west. In this way the center and
west suffer dual profit loss. Unequal distribution of
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profits between the regions has accentuated and the gap
in economic development between them has widened.
The second factor is the regions compare with each other
in policy and try to get as good a deal as the other. Some
comrades in the center and west maintain that while it is
essential for the central government to introduce a
preferential policy to the eastern seaboard in order to
attract foreign capital to accelerate economic develop-
ment, it should also give more to the center and west.
They also propose shifting from the policy of slant by
region to that of slant by industry. Because the regions
compare with each other in policy and want to get as
good a deal as the others have, and because of the
bargaining between the localities and the central govern-
ment, tension and friction between regions and between
the localities and the central government has intensified
to a certain extent.

The emergence of the above problems has bred new
worries: Can the implementation of the strategy of
uneven development continue? Some comrades have
proposed the ‘counter-gradient theory,’ the ‘theory of
development in leaps,’ the ‘theory of superior regions,’
the ‘theory of one and a half key points,’ etc. At the same
time, they have expressed doubts about the theory of
gradual shift of gradient and the current strategy of
uneven development. How should we adjust and perfect
the distribution of our productive forces so that there is
coordination between the economic slant and industrial
structural slant in the regions, which helps to develop the
key regions and strengthen the economy of the entire
nation, while maintaining a relatively rational industrial
mix and not drastically widen regional disparity? How
can we make full use of regional superiority, maintain
good inter-regional relations, reduce economic tension
and friction on the basis of superior disposition of
resources and comparative advantages? These are major
questions we face in reform and opening up.

IIL. Uneven Coordination: A Correct Choice of Strategy
for Regional Economic Development in China

Regional economy has always been a tough and inevi-
table problem in organizing our economic operation.
The adoption of different strategies for regional devel-
opment will yield different results. The ultimate goal is
even development and prosperity for all the regions. To
reach this goal different development strategies can be
adopted, and it depends on the state of development a
region is at and the actual conditions.

Development strategies in China and abroad fall into
two main theoretical models. The first is the model of
even development. This means that in a nation or
territory, even distribution of productive forces, espe-
cially industrial productive forces, will promote the
economic development of the entire nation or territory.
This model can be adopted only when the overall eco-
nomic growth of a nation or territory has reached a
certain stage. Otherwise, the funds and material
resources will spread out too thin, investment results will
be poor, and the intended socio-economic results will not
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materialize. The lesson from the evolution of the spatial
disposition of our productive forces since liberation
proves that at present, and for a considerable period of
time to come, we should not choose the even develop-
ment model. In particular, we should not simplistically
negate the current regional development strategy ‘and
return to the past strategy just because inter-regional
economic gaps in China are widening. If we overempha-
size even inter-regional economic development, concen-
trate on adjusting inter-regional distribution of produc-
tive forces, sacrifice investment results in the economic
sense, adopt the past pattern of scattering meager invest-
ment evenly across China, and maintain even economic
growth across the nation at a low level, we can narrow or
control inter-regional disparity to a certain degree. How-
ever, the overall growth of our national economy in the
short and intermediaté run will slow down, and the
standard and speed of the change in our overall indus-
trial structure will be hampered. Therefore, it is not a
wise choice.

The second model of regional development is the
‘uneven—even’ development model. Since the reform
and opening up, China has implemented this model. We
should admit that this model is basically correct and the
results it yields are clearly better than those of the
conventional model. The problem is, while we stress
uneven development, we have neglected coordinated
development between the regions and the slant of
regional development is too steep. We have learned from
experience that in the distribution of investment on
basic construction among the three regions, the amount
enjoyed by the high area should not exceed 50 percent of
the amount enjoyed by the two other areas combined.
During the Fifth 5-year Plan investment in basic con-
struction was tilted toward the west. Investment in the
west was equal to 61.5 percent of that on the east and
center combined. Practice has proved that this slant was
too steep and many negative consequences followed.
During the Sixth 5-year Plan investment tilted toward
the east. Investment in the east was equal to 1.03 times
that in the center and west combined. In 1987, invest-
ment in the east was 1.26 times that of the center and
west combined. This slant is more steep than the slant
toward the west during the Third 5-year Plan. The slant
is obviously too steep and it is toward the east both in
industries and trades.® The result is that on the one hand,
inter-regional economic disparity has drastically wid-
ened and regional economic development has become
more uneven; on the other hand, the center and west,
which excel in resources for the development of basic
industries, have developed their basic industries in a
narrow scope and at a low speed. Consequently, basic
industries such as energy and raw materials are gravely
inadequate and backward. This has become a bottleneck
in the development of our national economy. Therefore,
it is imperative for us to adjust and perfect the current
strategy for regional economic development and
smoothen the relationships between regions and between
industries. :
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I believe uneven coordination is the right choice of
strategy for our future regional economic development.
This is supported by the following reasons: First,
according to the theory of uneven system economics,
socioeconomic development is based on the law of
uneven development. There should be priorities, differ-
ences, and characteristics in development. Development
model and efforts should not be the same for all. In the
camp of uneven development there is always a dominant
variate which represents the behavior of the overall
entity. Therefore, at different periods we should choose
the key regions and key sectors of the period to develop
the economy. In this way we get twice the result with half
the effort.” Second, taken as a whole, regional economic
growth in China is still at the initial stage and the
polarization effect is stronger than the diffusion effect.
We should choose the strategy of uneven regional devel-
opment. It fits the reality of uneven regional economy in
China and can meet our need to accelerate the pace of
our national economic development and raise the overall
economic efficiency. Third, there are far greater inter-
regional differences in natural conditions, natural
resources, geographical location, economic and techno-
logical foundation, and sociohistorical background in
China than most nations with uneven regional develop-
ment. Because of this unique situation, the uneven
regional economy must be coordinated. Development of
the east must be well coordinated with that of .the
interior and remote region of the national minorities. We
should promote the economic growth of the center and
west with the key construction and preferential eco-
nomic growth of the east, and support the key construc-
tion and preferential economic growth of the eastern
seaboard by tapping resources from the center and west,
so that there will be orderly, continuous, and coordi-
nated economic growth in the east, center, and west. We
should, on the basis of improving the pricing structure
and narrowing inter-regional policy differences, adjust
and improve the industrial structure, coordinate inter-
regional relations, reduce inter-regional tension and fric-
tion, and make good use of the superiority of the eastern,
central, and western regions. The strategy of uneven
coordinated development differs from both the current
and the conventional development strategies. Its main
characteristics are as follows:

1. It is a strategy of uneven development or key devel-
opment points with a suitable degree of slant.' This
means that only by following the law of uneven regional
economic development and allowing the widening of
regional disparity in the short run with key and uneven
development of each period, can we guarantee relatively
fast development of the national economy in the long
run, effectively ‘and thoroughly narrow inter-regional
economic disparity step by step, and ultimately realize
the ideal of even regional economic development in a
shorter time than expected. A suitable degree of slant
means investment and economic distribution should
generally slant toward the eastern seaboard, but to the
right degree. If it goes too far, a whole series of economic,
social, and even ethnic problems will emerge and there
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will be unequal competition between the regions. Slant
of regional economy must be combined with slant of
industrial structure and the development of the center
and west. To some comrades, slant of regional economy
and that of industrial structure contradict each other, for
slant of regional economy favors the eastern coastal
areas, whereas slant of industrial structure places the
priority on support for and development of basic indus-
tries and infrastructure such as agriculture, energy, raw
materials, and transport, which are mostly located in the
center and west. These comrades believe that slant of
regional economy cannot be coordinated with that of
industrial structure. This view makes sense, but falls
short of being one-sided and rigid. In fact, slant of
regional economy refers to slant toward the east in
general, but does not mean that all industries and sectors
must slant toward it. The two are different concepts.
Although the center and west do not have key locations,
it does not mean that all their industries and sectors are
nonpriorities and need no slant. The key here is to
maintain the right degree of slant in the whole setup.
While giving priority to developing the east, we must not
neglect the center and west, especially the development
of their basic industries and infrastructure such as agri-
culture, energy, raw materials, and transport. This
affects not only the development of the center and west,
but also that of the whole nation and the healthy devel-
opment of the east.® To correctly handle the relationship
between the priority and the ordinary and between the
coast and the interior, we should not, as we did in the
past, try to mechanically balance the distribution of the
productive forces across the whole nation, artificially
suppress the rate of development of the coastal areas,
and slow down the economic construction of the whole
nation. Nor should we proceed mechanically and build
the next piece only after completing one piece. Rather,
we should should make use of the characteristics of each
region, retain the positive ones and eradicate the nega-
tive ones, and bring into play the excellence of each
region, so as to attain the maximum socioeconomic
results.

2. The strategy of uneven coordinated regional develop-
ment is an open strategy. In our regional economic setup,
the eastern seaboard should make full use of the favor-
able opportunity arising from the adjustment of the
world industrial structure and its own superiority in
economic, technological, and labor power resources so as
to be a part of international division of labor. It should
actively develop export-oriented economy, participate in
international competition and exchange, stop the exces-
sive expansion of manufacturing industries at the same
level, introduce technological reform to conventional
industries, actively develop new industries, raise the
quality of the industrial structure, and concede part of
the domestic market in energy, raw materials, and tradi-
tional products to the center and west. The center and
west should, after considering the comparative costs and
advantages on the basis of their own resources, improve
their own industrial structure, quickly fill the gap in
domestic market in this aspect, and help their economy
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to grow. Based on the goal of their industrial structure
adjustment, the east can diffuse to the center and west
and move some of its industries westward, so as to
contribute to the accumulation of assets in the center and
west.® The coastal areas should further open up to the
outside. This can accelerate its economic development as
well as the advance of technology, information, and
management experience to the center and west, and
reduce the relative intellectual backwardness of the
center and west, especially the west, which is due to
geographical remoteness.

After many years of construction, a base has been
formed in the center and the west which is capable of
realizing economic growth. The imperative task now is
for these two regions to acquire new ideas, break out of
self-closure, be more willing to open up, open up on all
fronts, bring into play its strength in resources, adopt
preferential policies, improve the investment environ-
ment, attract domestic and foreign capital, technology,
and human resources, especially those from the coastal
areas, speed up the process of tapping resources; and
implement the development strategy of combining the
tapping with manufacturing of resources, so that full use
can be made of their superiority in resources, and they
can continuously strengthen their economy and their
ability of self-development and self-accumulation.

3. This strategy stresses inter-regional coordination and
mutual complement. The spatial distribution of our
natural, economic, and human resources is highly
uneven. The eastern coastal areas are economically
developed, technologically advanced, and richer in cap-
ital and human resources, but short of natural resources.
The center and west have a vast land area with very rich
natural resources, but economically backward and short
of capital and especially of human resources. Because of
the coexistence of both positive and negative factors, the
regions need to depend on and complement each other,
set up economic and technological cooperation and
promote the circular flow of the domestic economy.
While participating in the great international circle,
there should be a new regional setup in our domestic
economy whereby east supports west, west backs up east
with natural resources, each complements the other with
its strength, and each supplies what the other needs. In
this way, the regions can support each other in coordi-
nated development. They can, on the basis of choosing
from comparative advantages and improving the indus-
trial structure, create true economic vitality.

In short, what suits the reality of China at present is
neither the conventional strategy of even development
nor the strategy of simple uneven development, but
rather a strategy of uneven coordinated development
that incorporates both fairness and equality. Imple-
menting this strategy can lead to a rational industrial
structure and coordinated inter-regional relations
without slowing down the growth rate of the national
economy in the short and intermediate run or drastically
widening inter-regional disparity.
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We must admit that whatever strategy we adopt, for a
long time to come it will be very difficult to fundamen-
tally resolve the problem of uneven regional develop-
ment in China. As a legacy from history and an inevi-
table product of the initial stage of regional growth, the
wide gaps in regional economy cannot be eliminated in
the near future. Compared with other nations, we may
have to take a longer road in our effort to resolve the
problem of uneven regional economy. In a certain sense,
the key problem our regional economy will face for a
period to come is to handle coordinated regional devel-
opment under uneven conditions.
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Perfecting the Contract System

900OH0225A4 Beijing JINGJI GUANLI [ECONOMIC
MANAGEMENT] in Chinese No 11, Nov 89 pp 35-38

[Article by Yang Zhengkui (2799 2973 7608): ““Perfect-
ing the Contract System is Presently the Prime Way to
Revitalize Our Large Enterprises”]

[Text]
I

Where is the contract system heading for? This is the
important question we are presently confronted with in
our reform.

1. There is a great difference whether to contract or not to
contract; large enterprises should not be contracted on the
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basis of the “second-step replacement of profits by taxa-
tion.” [di er bu li gai shui 4574 0059 2975 0448 2395
4451)

During its 30 years of existence, from 1959 to 1989, the
Baotou Iron and Steel Company [Baogang] has incurred
losses for 17 years, and it was only in 1978 that its
loss-operations ended. However, its economic efficiency
still remains very low, and it lacks sufficient strength to
finance its further development. With care and support
from the Ministry of Metallurgical Industry and the
Government of the Nei Monggol Autonomous Region,
Baogang instituted in 1980 a system of “fixed quota
profit contracting,” which in 1983 was again changed to
“progressive quota profit contracting” (a progressive
increase of seven percent per year). This initiated a
period of a most inspired work attitude among its staff
and workers, of the most rapid progress in production,
and of the highest economic efficiency. Gross value of
industrial output during the period from 1983 to 1988
increased at an average annual progressive rate of 12.8
percent, and profit-taxes increased at an average annual
progressive rate of 27.7 percent. It achieved a record in
1985, with 176 million yuan in profits, 262 million yuan
in profit-tax, and turned over 127 million yuan of
profit-tax to the government, while the enterprise itself
retained 126 million yuan of post-tax profits. However,
the good situation did not last, and after the “second step
replacement of profits by taxation” was promoted in
1986, Baogang again got into difficulties: Compared
with 1985, steel production in 1986 increased by
169,000 tons, production of steel products rose 52,000
tons, output value increased by 130 million yuan, profit-
tax turned over to the government increased by 77
million yuan, but profits of the enterprise and post-tax
profits retained by the enterprise declined by 143 million
yuan and 56 million yuan, respectively, amounting to
declines of 18.75 and 55.5 percent, respectively, com-
pared to 1985. In order to avoid any reduction in wage
incomes and welfare benefits for Baogang staff and
workers, and to preserve their work enthusiasm, the
government of the autonomous region decided to return
24 million yuan out of the profits that Baogang had
turned over to the government, in order to replenish
Baogang’s bonus and welfare funds, which was the only
way for Baogang to overcome its difficulties.

When analyzing the initial practical experiences with the
“second step replacement of profits by taxation,” people
recognized that *‘contracting™ was still the best way to
go. As enterprises all over the country, one after the
other, reinstated contract systems, the Nei Monggol
government, in October of 1987, also approved that
Baogang institute the system of “two guarantees and one
link” (guarantee to turn over to the government 20
million yuan of profits, guarantee that by the end of the
Seventh 5-Year Plan output of steel would be double the
2.5 million-ton mark, and link gross payroll in a flexible
way to profit-tax paid to the government). However,
since this contracting was done on the basis of the
“second-step replacement of profits by taxation,”
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income tax and regulatory business tax had to be paid
according to regulations, and any shortfall in whatever
had to be paid to the government would be wholly an
investment of the autonomous region in Baogang. In line
with these arrangements, Baogang has to supply, from
1988 on, the autonomous region with 10 percent of
extra-plan semifinished steel production at parity prices,
while it is additionally faced with the increased cost
factor due to daily rising outside prices and profits,
which in turn continuously reduce the retained profits of
the enterprise. In 1987 and 1988, when efficiency-wages
entered into the costs, profit and tax turned over by
Baogang to the government still increased 58.8 percent
and 103.3 percent, respectively. However, not only
would this not allow corresponding increases in enter-
prise accumulations and in welfare expenditure for staff
and workers, there was even a reduction, compared to
1985, in funds available from retained profits of the
enterprise for use in production development and scien-
tific research, namely by 72 percent and 63.8 percent,
respectively. The collective and welfare funds of staff
and workers were also cut back by 60 percent and 47.3
percent, respectively. It went so far that even such
indispensable funds, such as for staff and workers health
services, could not be safeguarded. These conditions
make it quite clear that the contract system is the more
realistic and feasible way to revitalize the enterprises,
and that there is a great difference in whether to contract
or not to contract. However, the practical experiences
from two times of contracting lead us to only one
conclusion, namely that it is not possible to effect
contracting on the basis of the “second step replacement
of profits by taxation.” This is so because the special
characteristics of this type of contracting is: All risks of
reduced profits are to be borne by the enterprise, about
75 percent of profits after repayment of bank loan are
taken away by the government, and the part which
remains for the enterprise to freely dispose of is only
one-fourth of the profits after repayment of bank loans.
Obviously, the enterprise will not be able to depend
merely on its own accumulations to maintain itself and
finance developments.

2. Rising economic efficiency at Baogang is the result of
the contract system spurring on the enterprise to gradually
perfect its business mechanism, and it is not a matter of
“pricing benefits.”

The largest risk faced in contracting management of the
enterprise is the continuous occurrence of various unpre-
dictable outside factors that reduce profits. These not
only endanger the smooth implementation of the con-
tract system, but are taken as a pretext by some people to
negate the whole contracting system. It is true that in the
last few years, prices for products manufactured by the
enterprises have generally gone up, but one cananot
conclude from this that returns have gone up because
prices have gone up. This requires a specific analysis. Let
us take Baogang as example. According to incomplete
statistics, Baogang had to spend an additional 608.08
million yuan due to outside price increases during the 3
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years preceding the Seventh 5-Year Plan, while internal
price adjustments for plan products brought only 157.36
million yuan of total increased income. This means that
the enterprise had to rely on the “double increases and
double economies™ [increasing production and prac-
ticing economizing, increasing income and reducing
expenses] to cover three-quarters of all external increases
and to absorb these expenses; there is no “pricing bene-
fit” involved here. On the contrary, after instituting the
contract system, output value and output quantity
greatly increased year after year, consumption continu-
ously declined, and the profit-tax turned over to the state
kept going up. However, due to the price increases
outside, the situation became one of “increased produc-
tion, increased outward transfers, increased losses” for
products manufactured within the plan provisions for
the enterprise (in 1989 losses from plan shipments of
products will amount to over 100 million yuan), which
made fulfillment of the profit target of the enterprise for
the period of the Seventh 5-Year Plan impossible.
Baogang had planned to achieve a profit of 1.082 billion
yuan during the period of the Seventh 5-Year Plan.
Actually, the results have been: 394.95 million yuan
during the 1986-1988 period, a forecast of 130 million
yuan for this year, and 170 million yuan planned for
1990, a total of 695 million yuan, i.e. 387 million yuan,
or 35.77 percent, less than originally planned. Because of
the decline of profits, not only is the target of doubling
the 2.5 million tons annual steel production by the end of
the Seventh 5-Year Plan period seriously threatened, but
improvement of staff and worker living standards and
welfare benefits, planned for the Seventh 5-Year Plan,
will also fall through.

3. The contract system spurred enterprises on to become
“long-range oriented” in their business conduct. It also
promoted the development of the system of ownership by
the whole people, and improved the capability of enter-
prises to effect accumulations for the purpose of
“expanded reproduction.”

The contract system brings increased clarity to the
problem of self-accumulation by enterprises. In respect
of the sphere of their responsibilities, it provides the
enterprises with authority to decide themselves on
arrangements for “‘expanded reproduction,” and under
the new policy of “providing funds on loan, rather than
as allocations,” it also enhances their enthusiasm for
“responsible management.”

During the Sixth 5-Year Plan, Baogang decided on its
own initiative on a series of plans for complementary
reforms and for the increase of small-sized steel prod-
ucts. It made great efforts to improve economic effi-
ciency and also its capability for accumulations. In five
years, Baogang invested 380 million yuan of capital
funds. This not only quickly increased the value of assets
owned by the whole people, but additionally increased
production of items which had been in short supply, such
as wire stock, ribbon steel, soldered pipes, and rolled
billets.
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At the beginning of the Seventh 5-Year Plan, Baogang,
furthermore, in good time drew up a “development plan
for the intermediary period,” and decided on such
methods as utilizing foreign capital, taking out various
bank loans, and contracting for the raising of capital
funds to be able to “operate with borrowed funds.” It
prepared for over 3.1 billion yuan of investment capital,
with the intention of achieving a production capacity of
3 million tons of steel during the time of the Eighth
5-Year Plan, which would yield over 800 million yuan
profit-tax, also planning to add other items in short
supply throughout the nation, such as steel bars, cold-
rolled stee! strips, new rare-earth products, light gauge
sheets, and so on. '

During the first three years of the Seventh 5-Year Plan,
the state and local authorities had actually provided
loans amounting to only 260 million yuan, which still left
a very large gap of needed capital, but Baogang devised
various means to overcome the difficulty, and by 1988
had achieved investments of 637 million yuan. Com-
paring 1988 with 1985, annual steel output had
increased by 500,000 tons, annual output of iron by
700,000 tons, annual output of steel products by 440,000
tons, and an additional 85 million yuan were turned over
to the local finance administration. Actions that incur
such huge economic risks and that are of such gigantic
and complex organizational dimensions are, obviously,
not indicative of decisions of ‘“short-range oriented”
conduct. It is easy to see, therefore, that those views that
condemn the contract system as prone to “short-range
oriented conduct,” mistakenly mix up the different spe-
cial characteristics of large-scale enterprises and small-
scale enterprises, and also do not understand well the
cadres and the masses involved in large-scale enterprises.
In actual fact, the contract system is built on the foun-
dation of a mentality that possesses a high sense of
responsibility. Any large-scale enterprise that cannot
realize a benign cycle of input and output cannot very
well maintain simple reproduction, not to speak of
realizing reproduction on a large scale. Enterprises of
this nature would then also be incapable of accom-
plishing the various economic indices prescribed for the
contract period, and any real ‘“optimization of profits”
would then also merely be a kind of phantasm.

4. Linking gross payroll to economic returns will not
inflate consumption funds.

Some comrades believe that after instituting contract
management in an enterprise, due to pegging gross
payrol! to economic returns, this arrangement will easily
lead to inflation of consumption funds. In my opinion
this view is not at all tenable.

According to relevant statistical data, during the 1979-
1988 period, gross payroll in China had increased at an
annual average of 15 percent. Computed at comparable
prices, the increase rate was 1.4 percentage points lower
than the growth rate of national income. During the
1984-1988 sector of the said period, gross payroll
increased at an average annual rate of 19.7 percent.
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Computed at comparable prices, this was 2.5 percentage
points lower than the growth rate of national income
during that period. These data fully demonstrate that in
the last 10 years, increases in China’s gross payroll had
been of limited proportions, and that these had never
exceeded the growth rate of China’s national income.

Looking at the increase rates of wages and productivity,
we see that in the last 10 years, real wages in China
increased at a rate that was lower than the rate at which
productivity increased. During the 1979-1988 period,
real wages in enterprises owned by the whole people
increased at an average annual rate of 4.3 percent.
During the 1984-1988 sector of the said period, this rate
was 5.8 percent. However, during the same 1979-1988
period, overall productivity in industrial enterprises
owned by the whole people increased at the average
annual rate of 5.2 percent, and at the rate of 7.2 percent
during the 1984-1988 sector of the said period; produc-
tivity thus increased at a rate that was higher than the
increase rate of real wages by 0.9 and 1.4 percentage
points, respectively.

Moreover, the flexible linkage of the gross payroll not
only provides a basis for the eventual increases in
workers wages, but is also an important means of con-
trolling the rate of the gross payroll increase, preventing
it from ever exceeding the state’s resources. This is so
because after total wages are flexibly linked to taxes and
profits, the prerequisite for enterprises is that there will
be a comparatively larger increase in national income.
Taking Baogang as example, during the 1987-1983
period, the gross payroll increased progressively by 10.07
percent, while during the same period profit-tax
achieved a progressive increase of 12.1 percent, and
profit-tax turned over to the government increased at the
progressive rate of 14.69 percent. This makes it suffi-
ciently clear that this kind of flexible linkage will cer-
tainly not lead to uncontrolled wage increases and to an
inflation of consumption funds. It is precisely the limi-
tation on wage increases that guarantees national income
will always increase at a faster rate.

It follows that the positive effect of the flexibility in
linking the gross payroll with profit-tax turned over to
the government is highly important; this method should
certainly have our approval. As to the various problems
that have arisen in implementing this policy, they can be
gradually and completely resolved in the course of actual
practice.

In sum, the contract system opens prospects of reform, of
opening up, and of revitalization for all our large-scale
steel enterprises. Even though the system may not be a
panacea that cures all diseases, and even though it still
requires perfecting in many directions during actual
practice, and although many theoretical and policy ques-
tions are in need of further thorough discussion, its
historical position and effect cannot be denied.
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II

The impact of “tax and profits to flow in different
channels” and the “post-tax repayment of bank loans.”

We believe that the proposition of having “tax and
profits flow in different channels” had been intended to
cope with the “problems” of contracting for enterprise
profits and the “pre-tax repayment of bank loans.” But
whether these so-called “problems™ really exist is still a
matter that needs further thorough discussion.

1. About the idea that “profit contracting violates the
principle of equality in taxation, and that this will have
the state get less and the enterprises retain more.”

We believe that comrades who hold this view see only
the superficial phenomena and do not look at the essen-
tials. First, looking at the actual receipts we see that
enterprises that practice profit contracting are also
thereby guaranteeing the state’s tax and profit revenue,
regardless of the shape of the national economy. But if
the enterprise wants to increase its income, it must make
efforts to overcome or absorb various external difficul-
ties and various inflationary factors. If there would be no
contracting, would an enterprise on its own initiative
take on risks and expose itself to pressures, trying by
every means to increase production and increase its
income? And since this system will create increased
income, how could it be that “the state will get less?”
Second, the entire amount of profits that the enterprise
will retain will, to the largest part, according to govern-
ment regulations, have to be used on production devel-
opment. Besides, any addition by the enterprise to its
fixed assets belongs to the state, which is another form of
turning over additional profit to the state. Third, after
instituting the contract system, the state will not have to
make further investments in the enterprise, and what-
ever investments will be needed by the enterprise for its
development must be raised by the enterprise itself. At
the same time as the enterprise takes on the huge risk of
developing production, it will also provide new tax
revenue for the state. All this shows that the view of a
so-called “contracting will have the state get less” is not
in conformity with actual reality.

2. About the idea that “pre-tax repayment of bank loans
means that the state repays loans on behalf of the enter-
prises.”

We must point out here that comrades who hold this
view do not understand at all the strong sense of respon-
sibility of enterprises to make contributions to the state.
Property of enterprises owned by the whole people
belongs to the state. In recent years, steel enterprises
have not shied away from borrowing at high interest
rates to carry out technological transformations and
expanding production capacity, actions primarily moti-
vated by a sense of responsibility toward the state. As
everybody knows, steel enterprises are the basic industry
of the national economy, and as the domestic shortage of
steel products will hardly change in a short time, the steel
industry requires that the state adopt a slanted policy to
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accelerate this industry’s development. However,
starting out from the national conditions of China, the
development of steel enterprises must be built on the
transformation of presently available old enterprises by
having them tap whatever potential there is. The enter-
prises are responsible to accomplish renovation and
development plans approved by the state. This is a debt
which the enterprises owe the state, and does not consti-
tute any repayment of a debt by the state on behalf of the
enterprises. Furthermore, there are also conditions
attached to the “pre-tax repayment of bank,” and this
does not mean that all debts owed by the enterprise can
be repaid before tax. The so-called “the state pays the
debts of the enterprise” is obviously a completely per-
verted view.

3. About the idea that “pre-tax repayment of bank loans
by enterprises owned by the whole people renders taxation
unfair and is detrimental to fair competition.”

This is an extremely lopsided view, because there is a
great difference between the responsibilities toward the
state and obligations to be fulfilled by enterprises owned
by the whole people and those of all other enterprises.
First, enterprises owned by the whole people must orga-
nize production and conduct business according to state
plan, leaving them little decision-making authority in
matters of production, which is quite different in the
case of other enterprises. Second, products manufac-
tured by enterprises owned by the whole people are
mainly distributed by the state, with little that is distrib-
uted by the enterprises themselves. Third, enterprises
owned by the whole people, especially large-scale steel
enterprises, have their prices fixed by the state. Under
the system of “double track pricing,” enterprises owned
by the whole people must fulfill the contract obligations
of the state, which means bearing very large economic
losses, while this problem does not exist in the case of
other enterprises. It is for these reasons that superficially
calling it “unfair” disguises an actual inequality between
enterprises owned by the whole people and enterprises of
other ownership systems.

We have to admit that the post-tax repayment of bank
loans could have the effect of restricting enterprise
operations with borrowed funds. This has a positive
effect as far as trades and departments are concerned
that require stricter control of their developments. How-
ever, we believe that this type of a policy is unsuited to
metallurgical enterprises, because:

1) Development of steel industry requires large invest-
ments and will only slowly yield returns, so that recovery
of capital investments will take a long time. Further-
more, expansion of production capacity will depend on
enterprises raising themselves all necessary funds. In
recent years, enterprises had to cope with various
external price inflation factors. If we would additionally
change pre-tax repayment of bank loans into post-tax
repayments, it would deprive the enterprises of their




JPRS-CAR-90-019
8 March 1990

capability to accumulate, and would impair their enthu-
siasm for operating with borrowed funds. This would run
counter to the policy of accelérating the development of
the steel industry.

2) Pre-tax repayments of bank loans and post-tax repay-
ments of bank loans differ only in respect of immediate
benefits and long-term benefits. Post-tax repayment of bank
loans will only guarantee the state’s immediate financial
revenue. Pre-tax repayment of bank loans will allow the
énterprises to gain a certain capability to accumulate. It isa
good method where the state will decide policy, the enter-
prises will bear the risks, and where the government will
increase its tax revenue, a method somewhat like “feeding
the chicken that lays the eggs.” We believe that pre-tax
repayment of bank loans should be one of the slanted
policies for the development of key industries. Otherwise,
niot only will public finance have no new sources of revenue,
but since the enterprises will lack backing for their develop-
ment, they may ultimately fall into the old rut of “the
second step replacement of profits by taxation.” The system
of having “profit and tax flow in different channels” is still
beset with several other problems that deserve further
discussion. The above has only dealt with the detrimental
effects that the two mentioned views could have on the steel
industry. It is hoped that the relevant departments of the
government, at the time when they will comprehensively
implement the policy of “profit and taxes to flow in dif-
ferent channels,” will carefully consider the specific condi-
tions in each trade or industry; under no condition must
there be “cutting everything with one and the same knife.

Price Increase of External Sales Examined

900H0238A Tianjin JIAGE LILUN YU SHIJIAN
[PRICE: THEORY & PRACTICE] in Chinese
No 11, 20 Nov 89 pp 19-22 '

[Article by Cheng Dexiang [4453 1795 4382] of the
Xiangshui County Price Bureau of Jiangsu Province:
“The Cause, Effect, and Countermeasure of ‘Price Rise
of External Sales™]

[Text] The price rise of external sales mainly refers to the
fact that once a commodity is sold from the production
area (local area) to the marketing area (external area), its
price is higher than the local price, thus directly affecting
the price increase of commodities (or products) in the
marketing area. This new practice of illegal price
increase emerged in circulation in recent years. There-
fore, it is necessary to study the cause of such a phenom-
enon, its effect on society as a whole, and the counter-
measures we should adopt to guarantee the smooth
progress of the price reform and the sound development
of the national economy.

1. The Cause of the “Price Rise of External Sales” ’

A. The flawed price control system is a “hotbed” for the
price rise of external sales. -

One of the expressions of the flawed price management
system is that the price of the same kind of commodity is
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subject to different kinds of management methods. Some
localities treat it as fixed state price, some localities treat
it as guidance-style state price, some treat it as decon-
trolled price, and some treat it as both controlled and
decontrolled prices. Since the management policy on the
same kind of commodity varies in different localities, it
is very easy for enterprises to seize the loophole of the
flawed management system, especially when certain
commodities are in short supply, and cause commodities
to flow from the area where prices are controlled to the
area where prices are not controlled. Hence, the rise of
commodity prices in external sales. In addition, some
localities use both controlled and decontrolled methods
to manage the price of the same commodity. In other
words, they control the price in the local market but do
not control the price if the commodity is sold to other
localities, thus forming two prices, one local and one
external. In order to earn more money, production and
management enterprises fix their eyes on external mar-
kets and raise prices “legally” to profit from external
markets and disrupt the normal order of commodity
circulation, thus creating conditions for the price rise of
external sales. '

B. The cu‘rfent-priéing method has provided opportunity
for the price rise of external sales. ’

Under the current pricing method, except for a few
commodities which still adopt the deduction method,
most commodities adopt the addition method. The basic
formula of the addition method is: Local sales price =
purchasing price + reasonable direct transportation and
other miscellaneous expenses + comprehensive price
disparity rate. This formula ought to produce a unified
set price for the same commodity in the same area. But
during actual enforcement, different localities have dif-
ferent interpretations and criteria, causing the strange
phenomenon that the same commodity is sold at dif-
ferent prices in the same market. For instance, the
purchasing price in the formula should be the factory
price of the production area (or the wholesale price of the
production area) or the transfer price of the area where
commodities are flowing in a rational direction. But
during actual enforcement, some enterprises disregard
the level of purchasing price and the rationality of price
and flow direction. As long as there is a need in the local
market, they will organize the purchase. They even buy
from retail units at retail prices, thus jacking up the
purchasing price. For another instance, the reasonable
direct transportation and miscellaneous expenses should
be for commodities in which the flow direction is
rational and conform to regulations, including transpor-
tation expenses, loading and unloading labor cost, and
expected storage fees. But what is it like in actual
enforcement? Some enterprises disregard the rationality
of commodity’s flow direction and transportation mode
and include even operational, information, reception,
and travel expenses and processing fees which exceed the
allowed expenses by several or more than 10 fold, thus
increasing the cost of commodity and directly affecting
the rise of price level. Now let us take a look at the
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situation of comprehensive price disparity. Even if the
specified comprehensive price disparity rate remains
unchanged, due to a high purchasing price and inflated
expenses, the amount of comprehensive price disparity
still will be several fold higher than the specified amount,
causing an abnormal phenomenon in which the higher
the purchasing price and expenses, the greater the com-
prehensive price disparity and profits. As a final result,
sales prices will increase and the immediate interests of
consumers will be violated.

C. Enterprises cannot withstand the price increases of
raw and supplemental materials, leading to the price rise
of external sales.

In recent years, since the prices of many raw and supple-
mentary materials increased, many enterprises had little
endurance and could not withstand such increase, thus
directly affecting the rise of the cost of their products
which in turn affect the rise of the price of their products.
Under this situation, since the state did not readjust
commodity prices in a timely manner, some enterprises
tried every possible way to adopt the “flexible” method so
they could do something about the price of commodities.
For instance, while product prices remain the same, some
enterprises use the method of collecting the price differ-
ence of raw material to increase prices in a disguised
manner. Some let the price of internal sales (local sales)
remain the same to make a little profit or operate at loss,
but they increase the price of external sales (sales to other
areas) to gain illegal profits, rake money from external
sales, make up internal sales with external sales, shift the
price increase of raw materials and loss directly onto other
areas, thus facilitating the development of the price rise of
external sales and disrupting the normal order of com-
modity circulation.

D. The “separate management” of the financial system
has provided convenient conditions for the price rise of
external sales.

China’s current financial system is under “separate man-
agement,” implementing the local financial contract
system which has intensified the desire of local govern-
ments at all levels to seek the gains of local areas. Some
local governments rob other areas of their profits to
increase local financial income. As far as local govern-
ments are concerned, only when enterprises make more
profits can they increase revenue income. As far as
enterprises are concerned, everybody wants to make
more profits. Therefore, enterprises and governments
have the unified demand of seeking interests for their
own enterprises and local areas. To ensure that they
fulfill the goal of price control in their own localities,
local governments must control the prices of concerned
commodities (products) within their area. Since prices
are controlled by local governments in local areas, enter-
prises shift the focus of profitmaking to external markets
and sell locally produced and managed commodities
(products) to external markets at higher prices. In order
to reduce financial subsidy, local governments also
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encourage money-losing enterprises to switch their atten-
tion to external markets and shift the burden of loss to
other areas so as to make up internal sales with external
sales and “turn deficits into profits.” If all localities use
this same method and strategy to deal with each other,
their price indexes may not rise very much on the surface
but the society as a whole will actually suffer from a
much higher price increase due to the price rise of
external sales.

E. The divided control of price level is conducive to the
price rise of external sales.

In 1988, the national price increase index was 18.5
percent, which is the average of the total price increase
indexes of all provinces and municipalities. However,
when calculating the price increase index, many locali-
ties only considered the increase indexes of controtled
commodity prices in their areas, and the overwhelm-
ining majority of them did not include the indexes of
commodity price increases resulting from the price rise
of external sales. In order to fulfill the goal of price level
control, some localities adopted the “flexible method”
under which the price of the same product is controlled
for a small part but decontrolled for the most part. As for
the prices of local products, they are controlled if sold on
the local market but decontrolled if sold to other areas.
However, when studying the goal of price level control,
they failed to consider the factor of the effect the external
price increase had on the local market, facilitating the
spread of the price rise of external sales to the whole
country.

2. The Bad Influence of the “Price Rise of External
Sales”

A. The price rise of external sales promotes the price rise
of whole society.

The practice of the price rise of external sales has spread
to the whole country. For the sake of their own economic
interests, enterprises turn their eyes toward the outside.
In order to increase revenue income and reduce expen-
ditures, local governments also turn their eyes toward
the outside. Place A does so, and so does place B. You
profit from me, and I profit from you. Guided by this
thinking, everybody raises the prices of locally produced
(or managed) commodities (or products) when dealing
with others, and nobody wants to *“come to grief.” As a
result, the prices of whole society has increased, affecting
the normal development of economic construction as a
whole. '

B. The price rise of external sales affects the actual
fulfillment of the goal of price control.

“The price rise of external sales” makes price index
inaccurate. All localities think that the influence of price
increase in other areas is their problem and out of their
control, so they cannot calculate it into the goal of local
price control. At the same time, they also admit that they
do not want to control the concrete price of local
commodity (or product) sold to other areas, calling it
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“decontrol and revitalization.” As a result, the wind of
price rise of external sales blows stronger and stronger,
directly affecting the actual fulfillment of the goal of
price control.

C. The price rise of external sales affects the smooth
progress of the price reform.

The main task of the price reform is to reform the
ossified price control model, smooth out price relations,
and readjust price structure to rationalize the entire price
management and the price systems and to accelerate the
overall development of the national economy. However,
~ the spreading of the price rise of external sales in the
whole country has adversely affected economic construc-
tion and the people’s daily life, offset part of the achieve-
ments of the price reform, discredited the price reform,
creating misunderstandings which led people to blame
the price rise on the reform, thus undermining the
progress of the price reform.

D. The price rise of external sales causes certain produc-
tion enterprises to develop blindly.

As the price rise of external sales prevails, many locali-
ties and enterprises see that certain products of other
areas have high prices and make good profits in their
local markets and conclude that they have great devel-
opment future. So they vigorously organize forces to
blindly develop such products, disregarding their tech-
nological conditions and production capacity. House-
hold refrigerators are an example. A few years ago, many
localities decontrolled the sales price of refrigerators,
and their prices continued to rise in the market. Some
enterprises blindly started refrigerator production and
assembled many off-brand household refrigerators
which had poor quality, high production cost, but no
market. Due to the decline of refrigerator prices in
competition, plus the shortage of funds, some manufac-
turers that had blindly started the production were
forced to suspend production, switch to another line of
production, or close down, resulting in enormous waste
to the material and financial resources of society.

E. The price rise of external sales affects the normal
circulation of commodities.

Commodities should be organized according to the
direction of rational flow. But due to the influence of
price rise of external sales, when organizing commodi-
ties, commercial departments in all localities disregard
the direction of rational flow of commodites and calcu-
late in commodity prices all expenses incurred by irra-
tional transportation. As a result, commodity price
increases as the number of channel and transfer
increases, creating a chaotic state for the field of circu-
lation.

F. The direct victim of the price rise of external sales is
consumer.

Today, as the wind of price rise of external sales con-
tinues to spread, commodities flow from this place to
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that place or from that place to this place. After flowing
back and forth like this, commodities will finally end up
in consumers’ hands. What consumers get will be com-
modities whose quality does not measure up to their
prices, thus giving consumers burden which they do not
deserve and making it difficult for them to complain.

3. Countermeasures To Solve the Problem of “The Price
Rise of External Sales”

A. Proceeding from the interests of the whole, working
together, and exercising overall control to stop the price
rise of external sales.

To strictly control the rise of price level, guarantee the
smooth progress of the price reform, safeguard the
interests of the broad masses of consumers, and reduce
the waste of state material and financial resources, we
must emphasize the national situation as a whole, urge
the leadership and the masses to work together with one
heart, and exercise overall control to effectively stop the
price rise of external sales. All localities must unify their
understanding, emphasize the situation as whole, and at
least promise that they will keep the prices of locally
produced and managed commodities (products) from
rising and will not practice price discrimination while
ensuring the price control of external commodities
(products) entering local markets and strictly forbidding
high-priced commodites to enter local markets. All local-
ities should perfect various relevant measures according
to unified requirements.

B. Unifying the requirements of price control and elim-
inating the difference in policy—these are the keys to the
solution of the price rise of external sales.

The prices of commodities vital to the national economy
and the people’s livelihood and the prices and fees
concerning the people’s daily necessities should be man-
aged in a unified manner on a nationwide scale. Com-
modity prices that should be controlled must be con-
trolled well and thoroughly. Internal and external prices
should be treated the same. Regional blockades and price
discrimination should not be practiced. Different poli-
cies should be strictly forbidden.

C. Readjusting in a timely manner the prices of certain
commodities (products) vital to the development of
production—an important condition to halting price
rises of external sales.

Due to the price increase of raw and supplementary
materials, the production cost of enterprises continues to
rise, and enterprises make very little profit or lose money
in producing certain short-supplied commodities,
resulting in the phenomenon in which the more enter-
prises produce the more money they will lose. Under this
situation, we should readjust the prices of such products
in a timely manner to guarantee the normal supply of
market so that enterprises will not shift burden through
the price rise of external sales. Instead, they will vigor-
ously organize production, increase the effective supply
of market, and satisfy the needs of society.
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D. Rectifying the pricing method of commodities in the
field of circulation.

Currently, the commodity pricing method of the circu-
lation field is fairly confusing and the situation of its
actual implementation varies in different localities. The
same commodity is priced based on the addition method
in one place and the deduction method in another. The
same commodity has more than one price in the same
market. Some enterprises seize the opportunity to
increase prices, making it very difficult for the state and
localities to exercise control. Therefore, there should be
clear unified stipulations for the commodity pricing of
circulation field. There should be only one pricing
method for one commodity. When we calculate the local
sales price of commodities using the addition method,
we should use the wholesale price (or factory price)
stipulated by the production area as the starting point of
price calculation and add to it the transportation and
miscellaneous expenses incurred by the flow of commod-
ities in the rational direction and the specified rate
(amount) of comprehensive disparity. When we calculate
the external sales prices of commodities using the deduc-
tion method, we should use the retail price stipulated by
the country of origin as the starting point of calculation
and then add to it the specified rate (amount) of regional
disparity.

E. Rectifying circulation channels and strengthening the
price control of circulation field.

In the circulation field, there are too many channels and
changes of hands, and too many commodities are being
transported back to their place of origin and or by a
roundabout route. It is true that “when commodities
travel, prices snowball.” Therefore, we should strengthen
the rectification of circulation channels and enhance
price control. The number of circulation channels should
be determined based on what kind of commodity it is,
where the economic region is, and whether or not the
direction of commodity is rational. Management units
are not allowed to buy from retail units and sell at higher
prices. Expenses incurred by the irrational direction of
commodity flow are not allowed to be calculated into the
cost of commodity. The difference between the high
price of enterprises which have excessive channels and
the reasonable price of enterprises which have regular
channels should be picked up by enterprises themselves,
not shifted to consumers.

F. Strengthening price supervision and inspection,
enhancing legal and disciplinary concepts, and
upgrading the social function of price supervision.

To maintain the basic stability of market price, consoli-
date the achievements of the price reform, and strictly
stop the price rise of external sales and indiscriminate
price increases, we must strengthen price supervision
and inspection. Those units and individuals who have
violated price rules and regulations by engaging in the
transfer and resale of commodities for profits or in
disguised price increases should be subject to severe
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punishment, and must not be allowed to get away with
any economic benefits. Especially those units which have
practiced two prices, internal and external, and discrim-
inated in prices, should be investigated to find out the
responsibilities of the unit, leadership, and people who
are actually involved. At the same time, we should also
establish different levels of price supervision and inspec-
tion networks, increase the openness of price control,
supervision, and inspection, force enterprises to carry
out quality service, price competition, and standard
operations within the limit specified by the state policy,
conscientiously implement the state principles and pol-
icies on prices, and safeguard the immediate interests of
the broad masses of consumers.

Problems Regarding Enterprise Merger Require
Resolution

900H0191A4 Beijing ZHONGGUO JINGJI TIZHI
GAIGE [CHINA’S ECONOMIC STRUCTURE
REFORM] in Chinese No 11, 23 Nov 89 pp 19-20

[Article by Jin Zhongxiang (6855 1813 4382) and Zhong
Biguang (6945 3968 1684): “Solutions to Problems in
Enterprise Merger”]

[Text] Since 1984, when the merging of enterprises began
in China, 2,856 enterprises have incorporated 3,424
others in the country. The merging of enterprises has
developed both in form and substance. It has played a
positive role in rationally regulating and fully utilizing
existing assets and in achieving optimum distribution of
essential productive factors. There are also problems.

—There is excessive government interference, particu-
larly manifested in two ways: First, some enterprises,
though heavily in debt and on the verge of bankruptcy,
are still being supported with financial subsidies or
bank loans. Second, well-managed enterprises are pre-
vented from taking over other enterprises.

—Despite trade realities, some enterprises have annexed
enterprises of other trades. In some places, commer-
cial enterprises have annexed industrial enterprises.
As a result, existing assets are not fully and effectively
utilized.

—Mergers can be prompted by improper motives.
China’s enterprises have long been ranked according
to their assets and number of employees. Thus some
enterprises are merged in order to be elevated to a
higher enterprise rank and administrative standing.

—The assets of merging enterprises are not properly
accounted for, and the method of calculation differs
from place to place. There is no unified nationwide
standard.

—The workers and staff members of both enterprises in
a merger are worried. Those of the annexing enterprise
are afraid that they might lose some benefits, and
those of the annexed enterprise are afraid of being
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discriminated against, especially the retired, who fear
that they might be left in the cold.

These problems should be studied carefully in order to
find solutions.

It is necessary to establish and perfect a number of
inter-regional and intertrade enterprise title markets,
which should be open to all kinds of owners. The
enterprise title markets should operate on the principle
of openness. They should make periodical announce-
ments on the basic conditions of enterprises prepared to
merge or be merged with other enterprises, so that both
sides can make a choice. The markets should also pro-
vide the two sides with asset appraisals, feasibility
studies, and other services.

The “Bankruptcy Law” should be truly implemented. In
China, it is rather difficult to declare an enterprise
bankrupt. Some enterprises, even heavily in debt or
insolvent, are still allowed to be merged with other
enterprises, which actually protects the failing enter-
prises at the expense of the good ones. The state should
urge the departments concerned to take strong measures
against enterprises that have long been losing money and
have become insolvent, deny them loans and subsidies,
and force them to declare bankruptcy.

Financial institutions may engage in risk loan opera-
tions. The establishment of China’s first risk bank, the
Joint Risk Loan Company of the National Industrial and
Commercial Bank of China and Shenyang City, has
opened the way for the following operations: 1) Starter
loans for losing enterprises, mainly as capital needed by
the enterprises to start production again and reorganize
their business operations. 2) Recovery loans—when an
enterprise stops losing money and begins to make a
profit, it may still have some idle funds. Therefore, the
financial institutions should set a limit to recovery loans,
and interest rates should fluctuate along with market
changes. 3) To help losing enterprises bring into full play
their specialties and strong points after overcoming their
difficulties, they should be granted efficiency loans at a
higher interest rate, but the size of the loans should not
exceed their ability to repay.

Enterprise mergers should be ruled by law. Problems in
the merging of enterprises must be settled by legal
means. For this reason, it is necessary for the state to
draft laws concerning enterprise mergers as soon as
possible. The laws should define the legal positions of the
two sides in a merger, the property rights in a merger of
enterprises belonging to different types of ownership, the
rights and obligations of the two sides in a merger, and
the nature of ownership after the merger. They should
provide for the placement and retirement of workers and
staff members of enterprises being incorporated into
others, notorial and judicial protection, the handling of
disputes, and so forth.
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Commentary on Economic Rectification, Reform

HK0602101890 Beijing ZHONGGUO JINGJI TIZHI
GAIGE [CHINA’'S ECONOMIC STRUCTURE
REFORM] in Chinese No 12, 23 Dec 89 p 8

[Commentary: “Sum up Experience, Reach a Common
Understanding, and Forge Ahead Steadily”]

[Text] Historical experience has proved that maintaining
the sustained, steady, and coordinated development of the
national economy is a basic principle we should uphold for
a long period. It is also a basic criterion for measuring our
achievements in economic work and reform. Great achieve-
ments have been made in economic development for the last
10 years but there are still some problems, which find
expression in our failure to consistently adhere to the
principle of sustained, steady, and coordinated develop-
ment. Specific examples are a lack of coordination between
major economic relationships, an excessive economic
growth rate, and an excessive fluctuation rate. We should
soberly consider the cause of these problems and difficulties
and seriously sum up our experience.

We should be aware of the gravity of the current economic
situation and the arduousness of rectifying and improving
the economy. On the other hand, we should not lose sight of
our favorable conditions. The people throughout the
country should unify their thinking and understanding and
shift the work focus to rectifying and improving the
economy and deepening reform, instead of just paying
attention to drawing up plans, making investments, and
carrying out construction projects. In terms of work guide-
lines, we should not be overanxious for quick results in
construction, reform, or economic rectification and
improvement.

Over the last 10 years we have implemented many reform
policies and measures and this has promoted the productive
forces. In the course of rectifying and improving the
economy, we should preserve the stability and consistency
of these reform policies and measures. We should persist in
what is correct, supplement what is inadequate, and
improve what is imperfect. Practices that have been proved
wrong should be straightened out, but a cautious attitude is
necessary. Some people set deepening reform against eco-
nomic rectification. This is wrong. Economic rectification is
being carried out under the prerequisite of reform. Reform
is being deepened in the course of rectifying and improving
the economy. Economic rectification and improvement is
aimed at providing more favorable conditions for reform
and opening up. Economic rectification and improvement is
an indispensable condition for deepening reform. Inflation
is now serious, the economic order is confused, and the
economic structure is worsening. If this situation is not
changed, many reform measures cannot be put into effect. If
the macroeconomy is out of control, many microeconomic
measures cannot produce the expected results and some will
even play a harmful role. In this sense, an inactive attitude
toward economic rectification and improvement means an
inactive attitude toward reform.
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China’s economic structural reform is a self-improvement
of the socialist economic system. It is necessary to persist
in the planned commodity economy on the basis of public
ownership. The previous method of excessive control has
proved unsuccessful in practice. Solely practicing the
market economy could bring about economic confusion.
Therefore there is a need to coordinate the planned
economy with regulation by market mechanism to ensure
the sustained, steady, and coordinated development of the
economy. This is an important guiding principle for
China’s economic structural reform. In accordance with
this principle, deepening reform in the course of rectifying
and improving the economy should focus on: First, stabi-
lizing, enriching, adjusting, and improving reform mea-
sures which were worked out several years ago; second,
concentrating efforts on drawing up plans for economic
rectification and improvement; and third, gradually set-
ting up a macroeconomic control system which can help
promote stable economic development in the course of
microeconomic invigoration.

Specialists Unanimously Support Perfecting
Contract System

900H0281A Beijing JINGJI CANKAO [ECONOMIC
INFORMATION] in Chinese 24 Dec 89 p 1

[“Eighty Expert Scholars In Beijing Recommend Per-
fecting the Contract System As the Key To Escaping
Economic Predicament”]

[Text] Over 80 expert scholars from the economic and
enterprise communities convened a few days ago in Beijing,
to discuss the theoretical basis of the enterprise contract
system and the current policy of deepening reform. They
were unanimous in their view that perfecting the contract
system is the key to escaping our economic predicament.
The common view of the professors, high ranking econo-
mists and high ranking engineers at the conference was that
the enterprise contract system is still imperfect in several
aspects, but in practice has displayed great vitality. At the
core of perfecting the system is correcting the profit rela-
tionships among the state, the enterprise and the workers.
Since the contract system upholds the public ownership
system, it solidifies the foundations of the latter system, as
well as advancing development of production forces and
producing enterprises. Therefore it is totally in accord with
our party’s call for “one center, two fundamental proposi-
tions.” Jiang Yiwei [5592 0001 5517), noted economic
scholar on the staff of the Chinese Academy of Social
Sciences’ Industrial Economics Institute, said that reform of
China’s system of enterprise management must embody
several fundamental principles, namely, make the public
ownership system the principle part of the system of own-
ership. Workers and other staff, plant managers, will all be
owners of the enterprise. Implement distribution according
to labor, linking wages and benefits. The contract manage-
ment responsibility system embodies these principles very
well. He maintained the opinion that state-owned enter-
prises can carry out state ownership with state operation, or
state ownership with private operation (leasing to individ-
uals), but the majority of enterprises should carry out state
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ownership with group operation, that is, an all-personnel
contract. So the most important thing in perfecting the
contract system is promoting the all-personnel contract. The
high-ranking economist Xu Xigian [1776 2522 0467},
director of the First Metal R&D Corporation, believes that
the contract system embodies the basic characteristics of
socialism in three ways: the first is to turn enterprise staff
into the owners of all the people’s production materials,
through centralized powers; the second is to implement
distribution by labor under the requirements of a socialist
commodity economy; the third is that the contract system
can make the public ownership system serve concurrently as
a market regulatory mechanism and a planning regulatory
mechanism. Moreover, it can make these functions link up
to mutually supplement each other, with the result that the
contract system will turn from a commodity economy to
what is necessary for linking a planned economy with
market regulation. Li Zhongfan [2621 1813 0416],
researcher in the State System Reform Committee’s Theo-
retical Propaganda Department, noted that the contract
management responsibility system, a new enterprise man-
agement mechanism, is the driving mechanism, and is
organically linked with our regulatory mechanisms and our
restraining mechanisms. Implementation of the contract
system could accomplish three objectives: raise the effi-
ciency rate of enterprises’ use of resources; link workers’
benefits with those of the state; link what is good and bad for
workers with those benefits to the state itself. These accom-
plishments would basically eliminate the two major corrupt
practices in China’s enterprises: the lack of definition of
resource use, which leads to low economic benefits; and
cating from the common pot, which leads to a lack of
enthusiasm in workers. The conferees also discussed specific
ways of developing and perfecting the enterprise contract
system. Some experts and scholars recommend that the core
is to uphold and perfect the contract system, with suitable
reforms made in such areas as finance, planning, merchan-
dising and foreign trade. At present there could be a study of
100 particularly large enterprises from various industries:
give to these full powers of self-governance, making them
openly managed, and formed into a group of enterprises
which functioning concurrently in production, research,
finance and foreign trade. With these as the nucleus, enter-
prise colonies could be formed.The conference was co-
sponsored by 11 units, including the First Metals Research
and Development Company, the Academy of Social Sci-
ences Insitute of Philosophy and the Central Party School’s
Marxist-Leninist Research Institute.

Editorial Stresses Improvement of Material
Distribution

900H281B Beijing JINGJI CANKAO [ECONOMIC
INFORMATION] in Chinese 31 Dec 89 p 1

[Editorial by Wu Zheng (0702 2398): “Control Unrest,
Control Distribution; Improve the Allocation of
Resources™]

[Text] In the realm of circulating production materials,
two current problems stand out: putting the chaos in
order, and distribution of materials. The fundamental
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mission in the administration and control of the circu-
lation of production materials is: control unrest, control
distribution, establish a regular circulation process, con-
centrate materials appropriately and improve allocation
of resources. Once this mission is accomplished, we
should set about doing the following:

First, raise as appropriate the unified, national quota for
allocation of important resources, to emphasize the
serious nature of mandatory plans. In recent years, there
have been many cutbacks in both the variety and quan-
tity of the resources allocated to China’s mandatory
plans. There are now 72 varieties available, down from
the 523 available in 1985. Of the national output of
important materials, the proportion allocated to manda-
tory plans is: steel, 42.6 percent; nonferrous metals, 35.4
percent; coal, 45.2 percent; wood, 26.6 percent; cement,
12.2 percent. To alter the situation we had in the past,
where there was excessive uniformity and overly rigid
management, there was an expansion of enterprises’
power to control their own resource allocations; in order
to do this, it was necessary to cut back somewhat on the
variety and quantity of materials allocated to mandatory
plans. However, there was too much of a cutback, so that
along with the process of market growth and several
other decisive conditions, too much was done too
quickly. Looked at from the standpoint of the nation’s
key tasks in production and construction, there are too
few materials which are controlled by the state, while for
a variety of reasons the market resources are not being
allocated to the key production enterprises and construc-
tion units. Therefore, it is essential to make appropriate
increases in the proportion of materials allocated to
mandatory plans. In the adjustment of the national
allocation of materials, there can be no cutbacks in the
base for those enterprises we had originally, and where
that base is low, there should be suitable increases. For
those enterprises which have gone into production
recently, the adjustment should be according to their
proportion of state investment. Products which are mar-
keted by the enterprises themselves should be handled
on a case by case basis, with a fixed quantity supplied by
the state according to what is needed to improve the
allocation of resources. Besides this, every location,
department and enterprise must accept orders for goods
in accordance with the variety, quantity and price stip-
ulated in the plans, as well as with the price stipulated by
the state, accepting contracted delivery, and giving their
most earnest effort at distributing, contracting and pro-
viding adequate supply.

Next, implement a slanted policy of distribution and
supply, putting into practice “two-way guarantees.” At
present, ahering to national industrial policies, select a
group of key, backbone enterprises which are of signifi-
cance for the national economy, the people’s livelihood
and good socioeconomic benefits. Then, put into prac-
tice for these the two-way guarantee methods by which
the state guarantees the principal production conditions,
and the enterprises guarantee the products they hand up
to the state. Implement business accounting and cancel-
lation after verification in the nation’s key construction
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projects, according to construction schedules and prac-
tical needs. Some key projects can still be supplied
through supplementary contracts arranged with resource
departments. At every level, goods and materials depart-
ments and enterprises should control their resources
inside and outside of plan, as well as control the outside
of plan resources they have themselves organized. These
should include a coordinated series of resource
exchanges, fund raising which begins a division of mate-
rials, and the use of readjusted foreign exchange imports
of goods and materials, etc. These should all be
according to what is required by national industrial
policy, slanting supply and marketing to the priority of
guaranteeing the needs of key production and construc-
tion.

Third, move forward in perfecting the materials market,
and rectify the market process. The first step must be a
rigorous examination of the qualifications of the chief
materials management units, according to the State
Council directive to the Ministry of Materials titled,
“QOpinion On the Further Reorganization of the Various
Classes of Materials Companies,” which abolished five
classes of materials companies. There must be a major
effort given to managing the market and building the
legal system, which will improve further those markets
that are just now developing, relying upon markets that
are legally operated and managed. This will also raise the
markets’ transparency, and prohibit such corrupt prac-
tices as illegal transactions and kickbacks. The market
will become more open, legalized, monetarized and
negotiable. Out of plan production materials that are
self-marketed by the producer will be traded in an open
system, immediately making public the quantity of
resources, prices, marketing objectives and accounting
methods. It will prohibit private conduction of opera-
tional activities involving important production mate-
rials. The first breakthrough must be made next year in
rectification of the coal market. ;

Fourth, create the conditions necessary to resolve the
problem of a “dual track system” for pricing of produc-
tion resources. During the time of controlling rectifica-
tion, link it with price adjustment. First of all, con-
cerning the pricing of unified coal allocations, change the
“dual track” into a “single track.” After that, devote
further effort to eliminating the varieties of materials
which are priced under a *“dual track” system. Those
products for which it will be difficult to eliminate “dual
track” pricing in the short term will have their plan
prices raised appropriately, strictly controlling needs and
strengthening the methods for managing prices of self-
marketed goods, and reducing further the variation
between the two prices.

Fifth, maximize the use of state-operated enterprises as a
principal channel of communication, increasing the
state’s controlling power. Through several decades of
construction, the national materials system has an oper-
ational network of 39,000 points, with more than one
million employees and several billion yuan in fixed
assets. We have a marketing, management, supervision,
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and control system that is fairly close to perfect—a force
that can be relied upon. In rectification, it is essential
that the materials system enterprises must be more
prominent as a medium of communication.

Current Economic Tasks Sbelled Out

900H0273A Beijing JINGJI GUANLI [ECONOMIC
MANAGEMENT] in Chinese No 12, Dec 89 pp 1, 8

[Text]

1990 Basic Tasks of Industrial Production and
Transportation . '

1990 is the final year of the Seventh 5-Year Plan. It is
also a crucial year for rectification and improvement.
Striving to do a good job in industrial production and
transportation next year is extremely important for sta-
bilizing the economy and the overall situation. Starting
from present production realities and the need to rectify,
improve, and deepen the reform, the 1990 basic produc-
tion tasks for industry and transportation are: under the
premise of shrinking total social demand and strictly
controlling prices, to reorganize the economic order,
readjust the industrial mix, strive to maintain appro-
priate increase rates, increase effective supplies, and
improve economic results. In order to attain this goal,
when making arrangements for production we must take
note of the following points throughout the year and in
particular during the first quarter:

—We must have austerity for at least several years. In
work arrangements we must uphold the principle of
austerity, resolutely shrink investment and consump-
tion demands, and resolutely harness the chaos in the
area of production circulation.

-—We must get a tight grip on production increases and
economizing. Production increases must be based on
uncovering the potential to lower consumption and
improve quality. We must lower consumption-fueled
production increases, improve product quality, and
improve economic results-fueled increases. -

—We must look towards markets. We must encourage
production based on sales, and increase products that
are suited to the market, that are export exchange
earners, that substitute for imports, that are needed in
the people’s daily life, and those that aid agriculture.
We must ensure effective supply and demand.

—We must uphold coordination of the planned
economy and market regulation, strengthen macroeco-
nomic controls and production adjustment, maintain
the earnestness of directed planning, and improve the
product supply contract honoring rate.

—In line with the demands of industrial policy, we must
-uphold necessary centralized uniformity; earnestly
reorganize the industrial, enterprise, and product
mixes; and shrink general processing industries.
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—We must uphold and guarantee the principle of having
key matters look after general matters. We must
actively support and enliven medium- and large-sized
backbone enterprises; create 'a normal production
environment for them so as to respond to greater
demands of basic industries for energy resources,
transportation, important raw materials, and other
basic equipment. '

—We must persevere in opening to the outside world,
and expand foreign economic and technical
exchanges. We must increase exports and earn more
foreign exchange. : -

Reverse Market Sales Fatigue as Soon as Possible We
must adopt forceful measures and reverse the slump in
market sales as soon as possible. This relates to the
pressing task of whether the economy can develop in a
stable manner.

First, we must take full advantage of the opportunity
presented by production increase rates falling after rises,
and vigorously readjust the industrial and product
mixes. In line with the demands of industrial policy, we
must safeguard the following: agricultural production
materials; famous brand durable consumer products,
daily use industrial necessities and small commodities;
energy resources, transport, primary raw materials and
other basic industrial products; and heavily processed
and high added-value export goods. We must truly slant
energy, raw materials, and investment toward these
industries. At the same time, we must improve, restrict,
redirect, or halt production or enterprise whose products
are of high consumption, inferior, and highly pollutant.
All enterprises must work on improving product quality
and grades, aiming for low-priced fine goods and thin
profits on maximum sales. We must upgrade the quality
of service, improve service attitudes, and win markets.

Second, we must continue to enliven circulation and
enhance product sales. Enterprises must do good market
research and surveys, endeavor to develop new products,
transform small commodities, and increase production
of products suited to markets. In response to domestic
needs, some places recently have gone specially to Hong
Kong, Macao, and foreign countries to purchase small
commodity samples, hold exhibitions, engage in compet-
itive enterprise bidding, obtain copies, digest them, and
so on, to promote practical new commodities. Such
methods are good. At present, the peasants have great
potential purchasing power. Industrial goods must be
directed to villages even further to open rural markets.
We must actively promote previously used effective sales
methods such as products sales exhibitions, purchase
order meetings, delivery to villages by using open
trailers, etc.

Third, we must actively develop international markets.
Under the domestic situation of raw material shortages
and market slumps, we must take strong measures;
continue to develop enterprises with both ends abroad;
use various forms of trade such as processing imported
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materials, compensatory trade, and labor exports, to
increase export exchange earnings and develop interna-
tional markets.

Fourth, we must ameliorate specialized managerial
methods and resolve the problem of product over-
stocking as soon as possible. At present, we must seri-
ously study policies related to the entire gamut of spe-
cialized businesses and arouse the initiative of
enterprises. We truly must increase sales volumes, have
fewer links, more channels, and not manage to death
specialized business commodities.

Must Continue To Implement Various Contract Sys-
tems We must continue to implement various contract
responsibility systems, such as local fiscal contracts;
foreign trade foreign exchange contracts; railroad, coal,
and other industrial contracts, and large enterprise
contracts. Some of them have issued statements, others
have signed contracts. All of them have yearly limits.
The majority of them will mature in 1990, some in
1991. During the effective period the contracts must
continue to be implemented and improved. Here it
should be pointed out that since the implementation of
contract responsibility methods, we have seen their
positive side, which ought to be affirmed. Likewise, we
have also seen their negative side, primarily in that
they may engender short-sighted behaviour. We have a
dual attitude regarding this issue: First, to maintain the
relative stability of policy, we cannot change it at will.
This is advantageous to stabilizing the morale, the rank
and file of the work force, and the economy. Second, to
seriously sum up experience and further study deeper
enterprise reform methods. Hereafter, to allow China’s
reform to be both positive, reliable, and sturdily imple-
mented, before any great reform measure appears, it
must be preceded by solid, scientific, practical plans as
well as essential propaganda and public opinion work.

Appropriately Increase Proportion of Directed Planning
A socialist economy is a planned commodity economy
based on public ownership. Its basic characteristic is
the requirement that the state economy develop in a
planned and proportionate way. In the process of
controlling and reorganizing the state economy at
present, we must further enhance the role of directed
planning, stress the seriousness of planning, concen-
trate needed finances and materials, and strengthen
central macroeconomic control capabilities. We must
unite both economic planning and market regulation;
readjust the principle of planning for a bit longer time;
renew the scopes of partially directed planning, guided
planning, and market readjustment; appropriately
increase the proportion of directed planning; and for-
mulate effective and practical means for directed plan-
ning as soon as possible. We must make all of China a
game of chess, overcome difficulties, and pass through
barriers. : :
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Conference Calls for Better Administration of
State Property

900OH0272B Beijing JINGJI CANKAO in Chinese
7Jan 90 p 1

[Article by staff reporter Ye Guiguang (0673 2710 0342):
“Total Value of State Property Reaches More Than 1.6
Trillion Yuan; Comprehensive Enhancement of Iis
Administration Is a Pressing Task”] :

[Text] On 6 January the first national work conference
on the administration of state property, which was held
in Beijing, revealed: As of the end of 1988, in China’s
budget state-run enterprises and state-administered
enterprise units had state property with a total original
value of 1.615 trillion yuan. If to this is added the
property formed by loans oustide the budget and other
loans of a commercial nature, then the resultant figure is
far greater than this total. This is the material foundation
for our socialist system and the principal source of the
state’s financial revenues. Urgently plugging up loop-
holes in this huge sum and enhancing its administration
will maintain and constantly increase its value.

Tang Bingwu [3282 0014 2976], director of the State
Administration of State Property Bureau, said that in the
previous period, because of the influence of the ideolog-
ical trend of bourgeois liberalization and the fact that a
new state property administration system had not been
completely set up, various kinds of ideas and behavior
that encroach on state property rights and interests
gradually tended to change into theory and become legal.
At the present time we must take vigorous measures to
administer well and use flexibly this huge sum of wealth
that the people of the entire country worked hard for 40
years to accumulate, and insure the protracted, stable,
and coordinated development of the socialist economy.

Tang Bingwu thinks that the main tasks in enhancing
state property administration over the next two or three
years are:

—1In checking property and assets, find out the “family
property” and explore ways to solve the problem of
“living off past gains” in the handling of state prop-
erty. . .

—In the administration of property rights, correct and
deal with according to law all kinds of behavior that
harms the interests of state property. With regard to
the joint-stock system, the rent system, and other state
property, we must set up a standardized property
rights administration and a standardized income dis-
tribution system, so as to prevent the occurrence of
behavior that harms the state’s rights and interests. -

—Through annexation and transfer, promote the
rational circulation of the accumulated state property.



26 ECONOMIC

—Perfect the contract business responsibility system of
state-run enterprises. The state property administra-
tion department must be one of the contracting par-
ties, and coordinate with other relevant departments
in rationally readjusting and determining the enter-
prises’ contract base.

—Cooperate with relevant departments in enhancing the
supervision and administration of the state’s invest-
ment activities, so as to improve investment results.

—Formulate laws and decrees, rules and regulations for
state property administration. This year the work of
reporting and approving and of drafting detailed rules
for implementation of the “Provisional Regulations
for State Property Administration” and “Provisional
Regulations for State Property Assessment” must be
done, so as to strive for their promulgation and
implementation within the year.

Experimental Reform Points To Be Expanded

900H0272A Beijing JINGJI CANKAO [ECONOMIC
INFORMATION] in Chinese 9 Jan 90 p 1

[Article by staff reporter Ding Genxi (0002 2704 0823):
*“State Restructuring of the Economic System Commis-
sion Makes New Decision: Planned Expansionb of Con-
tent and Scope of Reform Experimental Points™]

[Text] This reporter has learned from the national work
conference on restructuring of the economic system held
by the State Council: The State Restructuring of the
Economic System Commission has decided, in the
administration and reorganization stage, in the reform
work of the cities there must be a planned move forward
of the all reform experimental points, summing up
experiences and stabilizing, replenishing, readjusting,
and improving the reform experimental points that have
already appeared, and also in a planned, measured way,
expanding the content and scope of the experimental
points.

There are now in this work six key points on which to get
a good grip:

—PFurther deepen the comprehensive reform experi-
mental points in the 14 planned single-row cities and
some other cities. In this year and the next, the focus
of the cities’ comprehensive reform would be: deepen
the reform of enterprise administrative mechanisms;
systematize well the markets; make sound the tax
system and enhance tax collection and management;
and enhance the building of the cities’ legal systems.

—Continue to push forward experiments in reform and
opening up to the outside world in Guangdong,
Fujian, and Hainan. We must conscientiously imple-
ment all the policies of the central authorities for these
three experimental zones in reform and opening up to
the outside world, pay attention to coordinating the
relationship between the central authorities’ policy of
macroeconomic regulations and the special policies
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for the experimental zones, and push forward the
change in economic mechanisms. Through experi-
ments provide experiences in establishing financial
markets, real estate markets, labor markets, and com-
modity markets—all of which the state can regulate—
as well as in establishing a state-owned property
administration system and a social security system.

—PFurther initiate county-level comprehensive reform

. experimental points. All localities must make use of
the opportunity provided by administration and reor-
ganization, and, while handling well the building of
township-town basic-level political power and of
county-level organization reform experimental points,
deepen the comprehensive reform of the county-level
economic management system, and establish a good
township-town commodity economy order.

—Vigorously but safely conduct experimental points on
enterprises’ “‘separation of tax and profit, post-tax
loan repayment, and post-tax contracts,” as well as the
implementation of the joint-stock sytem in some
enterprises. In all provinces where the right conditions
exist, one or two cities can be selected this year as
experimental points for separation of tax and profit
and post-tax contracts. The joint-stock system exper-
imental points in a small number of enterprises are
now mainly being consolidated and perfected, and
various types of problems that have appeard are being
solved, so as to gradually standardize the experimental
points.

—Continue to conduct experimental points on the
housing system. In line with the spirit of State Council
Document No. 11, 1988, by means of renting and
issuing certificates, renting and selling in tandem, and
using rents to promote sales, gradually promote the
transformation of housing into a commodity.

~-Accelerate reform of the social security system at
experimental points. We must, proceeding from
China’s national condition, make a comprehensive
study of the ways of raising money for social security
and for its management and operation, sum up expe-
riences gained at experimental points, and accelerate
the pace of reform in this respect.

Conference Adopts Measures for Enterprise Reform

900H0287A4 Beijing JINGJI CANKAO [ECONOMIC
INFORMATION] in Chinese 11 Jan 90 p 1

[Article: “Seven Points of Reform Decided Upon at the
Conference on Restructuring the Economy”’]

[Text] At the “All-China Working Conference on
Restructuring the Economy,” held in Beijing from 4 to 8
January, proposals were made to substantially deepen
the enterprise reform in the course of this year’s move-
ment to “improve the economic environment and rectify
the economic order” in seven directions:




JPRS-CAR-90-019
8 March 1990

1. To perfect and develop the contractual management
responsibility system in the course of improving the eco-
nomic environment and rectifying the economic order, to
consolidate policies, promote what is beneficial and elimi-
nate what is harmful, to differentiate directives, and to
increase contributions. Consolidating policies means to
stabilize the major content and essential patterns of the
contractual responsibility system. Promoting what is ben-
eficial and eliminating what is harmful means to bring into
play the stimulative mechanism of the contract system
when adopting measures to overcome all problems that
will arise in implementing the contract system. Differenti-
ating directives means that we shall, based on the “Con-
tract Regulations,” act in compliance with the state’s
industrial policies when adopting differentiated methods,
thus avoiding “arbitrary uniformity,” in various different
respects, such as contract duration, base figures, progres-
sively increasing proportions, selection and income of
managers, internal distributions, etc., to have them
adapted to different regions, different lines of business,
and to different types of enterprises. Increasing contribu-
tions means that in any new round of contracting, enter-
prises must start out from the interests of the state, start
out from the overall situation, and must on their own
initiative accept the need for greater contributions to the
state as their major guiding ideology.

2. Continued implementation and perfection of the fac-
tory director responsibility system. The factory director
responsibility system and the contractual management
responsibility system of enterprises are closely linked up
with each other. Without the factory director responsi-
bility system, the contractual management responsibility
system of enterprises would be completely unworkable.
An extremely important problem here is the proper
handling of the party-administration relationship within
the enterprises. The factory director and the party com-
mittee must support each other, cooperate with each
other, and make concerted efforts for the good of the
enterprise. Reliance must be placed on the entire com-
plement of staff and workers, their enthusiasm and
initiative must be stimulated, and they must be led in
joint efforts to overcome all difficulties.

3. Revitalizing large- and medium-sized enterprises and
having them prove themselves to the fullest extent as
backbone of the economy. Large- and medium-sized
enterprises must set even higher targets for the improve-
ment of their products, must devote great energy to their
technological progress, must ceaselessly develop new
products, and must effectively institute various internal
reforms and controls with a view toward greater scien-
tific and technological efficiency, thereby setting an
example to others. We must also create a favorable
external environment, as such is required for the normal
operation of all large- and medium-sized enterprises.

4. Further development of enterprise conglomerates. This
year’s major task in the development of enterprise con-
glomerates is qualitative improvement, intensified asser-
tion of their practical role, ceaseless ‘strengthening of
conglomerate nuclei, forming close-knit strata within the
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conglomerates, and strengthening the bond between all
members of the conglomerates.

5. Adopting measures in support of enterprise mergers.
Enterprise mergers meet the needs of “improving the
economic environment and rectifying the economic
order,” realize the needed adjustment of the economic
structure, and are an important means of enhancing
effective supplies. Enterprise mergers are presently
facing new problems, namely that superior enterprises
are little motivated toward mergers and have limited
capabilities to carry out mergers, and that increasingly
the inferior enterprises demand to be taken over in-
mergers, while less often the superior enterprises will, on
their own accord, propose mergers. The focus of all
enterprise merger efforts this year must therefore be on
creating favorable conditions and on stimulating and
mobilizing the enthusiasm of superior enterprises to
carry out mergers. Departments of the government must
render active guidance and give encouragement, must
effectively organize and coordinate, and must support all
mergers that are in line with the state’s industrial policy.
While observing the principle that state funds must
never be made to suffer losses, various flexible patterns
of mergers should be adopted.

6. Enhancing enterprise management, aiming at greater
efficiency in business management. This year, our
guiding ideology, which governs all production and
business operations of enterprises, will be shifted toward
greater initiative in tapping internal potential, reducing
costs, raising quality, promoting technological progress,
and increasing returns. We must earnestly effect a close
integration of enterprise management with economic
restructuring and technological progress.

7. Giving new impetus, in a planned way, to various reform
experiments. We must, for instance, further deepen the
comprehensive reform experiments in the 14 cities listed
as separate units in the state plan and in some other cities.
We must continue to push on with the reform and opening-
up experiments in the three provinces of Guangdong,
Fujian, and Hainan, and must additionally launch com-
prehensive reform experiments at the county level. We
must actively and in a safe manner carry out experiments
among enterprises in “separating the flow of taxes and
profits, post-tax repayment of bank loans, and post-tax
contracting,” also have a few enterprises experiment with
shareholding systems. We must continue experiments in
reforming the residential housing system, and must
actively engage in experiments in a reform that would
establish a social security system. :

Sharp Rise in Production Costs During 1989

HK0602021490 Beijing CHINA DAILY in English
6 Feb90p 2

[By staff reporter Zhang Yu’an: “Production Costs Rise
as Profits Fall”]

[Text] Production costs last year rose sharply, up by 22.4
per cent in State-run industrial firms covered by the
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central government’s budget, a report released jointly by
the State Statistical Bureau, the State Planning Commis-
sion, the Ministry of Finance and the People’s Bank of
China said.

The report complained that poor efficiency has become a
major obstacle that restrains China’s economic develop-
ment.

Except for Tibet, which is not included in the statistics,
all of the 29 provinces, autonomous regions and munic-
ipalities had a sharp rise in production costs, the report
said.

Profits and taxes from sales of industrial products, on the
other hand, dropped to 17.27 per cent from the previous
year’s 19.3 per cent.

Profit and tax rate of funds also had a general decrease,
down to 19.4 per cent in 1989 from 21.99 per cent in
1988 in State-run budgeted industrial firms.

In 1989, per capita productivity increased only by 1.6
per cent, which was 7.7 per cent less than the 1988 figure,
the report said.

The release of joint reports on China’s eight economic
targets at scheduled times is a system that started at the
beginning of last year.

These indexes, along with those of fixed assets invest-
ment, bank loans, payment to the workforce and energy
costs are now published monthly.

They are designed to help departments concerned to
strengthen and improve their microcontrol power on the
national economy, restrain social demand, reduce the
inflation rate and instruct enterprises to pay more atten-
tion to raising their economic efficiency instead of only
seeking high output value.

According to yesterday’s report, growth of China’s con-
sumption funds slowed last year.

Total wages of workers were 264 billion yuan ($56.17
billion), up 14 per cent over the previous year but down
9.1 per cent compared to the 1988 growth rate.

Total bonuses were 55 billion yuan ($11.7 billion), up 23
per cent but down 18 percentage points compared to the
growth rate in 1988.

In 1989, total bank loans in China reached 1.24 trillion
yuan ($263.89 billion).

The People’s Bank of China, the country’s central bank,
tightened credit during the past year under the austerity
programme.

Newly-granted loans last year were 185.2 billion yuan
($39.4 billion), surpassing the planned 160 billion yuan
($34 billion) quota.

Of the total new loans, only 60.1 billion yuan ($12.79
billion) was granted in the first three quarters last year.
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Entering the last quarter, especially in the last two
months, new loans increased sharply, topping 99.1 bil-
lion yuan ($21.1 billion), which was 53.5 per cent of the
year’s total new loans, the report said.

However, there was also a petty piece of good news,
energy consumption per 10,000 yuan ($2.128) output
value having dropped by 1.43 per cent, the report said.

PROVINCIAL

Guangdong Steps Up Deepening of Reform

HK2802132090 Hong Kong TA KUNG PAO in Chinese
21 Feb90p 2

[Report by Liu Li (0491 0448): “Two Key Points for
Deepening Reform—Speech of Chen Tie, Research
Fellow of the Economic Development Research Center
of the Provincial Government”]

[Text] Prior to the discussion of the issue of deepening
reform, it is necessary to understand that reform is a
requirement of the development of the socialist system
itself. All measures reflecting the law of socialized produc-
tion and the common law of the development of the
commodity economy that are adopted in the course of
reform are not peculiar to capitalism. In 10 years of reform,
Guangdong has followed the decisions of the Central
Authorities and scored relatively great achievements. It
must continuously adhere to and develop this work.

High Levels Affirm Reform

Opening up and reform have been from start to finish an
orientation to which the central government adheres.
Guangdong has worked hard to promote opening up and
reform for 10 years and been supported by the Central
Authorities all along. In the beginning of this year, many
high-level personages of the Central Authorities came to
Guangdong, affirmed Guangdong’s achievements, and
pointed out: In the course of improvement, rectification,
and deepening reform, Guangdong can develop its
economy a bit faster than the whole country can but
must not be overanxious for quick results. Guangdong
must seriously sum up its experience acquired since
reform and opening up and conscientiously readjust its
economic structure so that its economy can develop
ahead in a continuous, steady, and coordinated way.

While inspecting work in Guangdong, Vice Premier Tian
Jiyun pointed out: Guangdong has accumulated many
good experiences in reform and opening up, must contin-
uously adhere to this work, and must not make changes
lightly. He stressed: For the township and town enter-
prises, we must, on the whole, adhere to the principle of
hard work, foster the strong points, circumvent the weak
points, and continue to bring its superiority into play.
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Conditions Possessed by Itself

Judging from the Guangdong situation, even if the scope of
reform may be slightly smaller in the period of improvement
and rectification, Guangdong must carry out reform in
conjunction with improvement and rectification. As a com-
prehensive reform experimental zone, Guangdong must con-
tinue experiments and pilot projects. Viewing from another
aspect, Guangdong includes several special economic zones
under the jurisdiction of its government and had a large
amount of input several years ago. It is now the time for
giving play to its benefit and it can definitely develop in the
economic aspect slightly faster than the whole country can.
In addition, Guangdong first regarded the development of
the export-oriented economy as its orientation and has made
a fairly good progress. Market regulation forms a very large
proportion, roughly accounting for 75 percent to 80 percent.
It is different form some places in the interior whose market
regulation forms only a very small proportion and can only
play a supplementary role. In the future, the work of opening
to the outside world will be continuously expanded and
regarded as a key point. It is imperative to vigorously
develop the export-oriented economy. ;

Judging from the Guangdong market, after one year’s
improvement and rectification, price rise has been alle-
viated, people’s anticipation of a price hike has changed,
and some commodities have become temporarily
unmarketable. All this becomes a favorable opportunity
for carefully putting forward some measures for eco-
nomic reform and creates conditions for deepening
reform in Guangdong.

Let us go back to the issue of deepening reform. In the
period of improvement and rectification, the key point is
reform in the micro sphere with perfecting the enterprise
contracted management responsibility system as the
center as well as reform in the macro sphere with
strengthening indirect regulation and control [tiao kong
6148 2235] ability as the major work.

The enterprise contract system has proved to be an opera-
tion mechanism that tallies with the nationa! condition and
suits the present level of the development of the productive
forces and the present level of management. However, as
some questions now exist, it is necessary to have a series of
specific provisions. According to the provisions of the state
industrial policy, in the light of the realities of Guangdong,
and with the average profit rate on funds of the same trades
used as reference, we must emphatically encourage or
restrict some trades, reconsider the order of importance of
technological transformation of those enterprises and the
anticipated effect of the changes in prices and tax rate on
benefit, and rationally stabilize the contract base. The
examination indexes include the index for the situation in
the completion of technological transformation, the product
quality index, the material consumption index, and the
safety production index. It is also necessary to put the
examination system on a sound basis. :

In addition, it is also essential to continuously and
persistently perfect the coordinated reforms, such as the
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system of factory director’s (manager’s) responsibility
and the enterprise internal economic responsibility
system and to make experiments in the stock system.

Over the past 10 years, Guangdong has done some work in
the aspect of macroeconomic regulation and control [tiao
kong 6148 2235] and scored certain achievements but what
it has done falls far short of what are actually expected. At
present, under the principle of the state industrial policy and
in the light of the realities of Guangdong, we must apply the
financial, tax, monetary, and price measures and compre-
hensively adopt the forms of administration, economy, law,
record-keeping, and ideological education to handle the
relations between curtailment and maintaining, between
reduction and increase, and between suppressing the over-
heated economy and maintaining the speed of suitable
development in a coordinated and correct way, to readjust
the industry mix and product mix, and to enable Guang-
dong to develop in a continuous, steady, and coordinated
way and faster than the national average level.

Putting the Macroeconomic Regulation and Control
[tiao kong 6148 2235] System on a Sound Basis

To achieve this target, on the basis of Guangdong’s realities
and in a direction favorable to effecting a change in the
economic mechanism, we must vigorously conduct experi-
ments in the aspect of building all production factor markets
(financial market, real estate market, labor service market,
commodity market, and information market}—a market
system that the state can regulate, with the focus on finan-
cial reform and reform of the labor and capital management
structure. At the same time, we must continuously carry out
reform of the housing system and reform of the social
security system. In the aspect of rural economic reform, we
must further perfect the double-deck management structure,
thus guaranteeing that household management is regarded
as the main aspect and gradually strengthening the collective
role.

Continuing To Develop Township and Town Enterprises

It brooks no neglect that the township and town enterprises
of Guangdong are an important force in the national
economy as a whole, especially in the rural economy. The
township and town enterprises of Guangdong differ from
those in the interior and basically do not vie with large
enterprises for raw materials and the market. They imple-
ment the principle of putting both ends of the production
process [the supply of raw materials and the marketing of
products—FBIS] on the world market and regard the
export-oriented economy as main aspect and their techno-
logical standards are also relatively high. The individual
economy and a right amount of the private economy must
also be continuously developed. The individual economy
has also played a supplementary part in Guangdong in the
aspects of production, circulation, and service. Of course,
we must strengthen guidance and management so as to
make the individual economy meet the requirements of the
state industrial policy and to promote the development of
the productive forces. We must restrict the passive role of
the individual economy.
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[Text] Following changes in the distribution of national
income in recent years, the savings of Chinese citizens have
fluctuated irregularly, rising sharply in successive years and
falling just as sharply in others. This phenomenon has
caused widespread concern in the economic community. It
is generally thought that given the inflationary economic
climate, the ups and downs in savings are the result of public
expectations of prices. Accordingly financial institutions
have been raising interest rates on savings deposits as a
means of stabilizing such deposits. Yet a review of the
savings fluctuations and economic developments in recent
years suggests that rising commodity prices are merely the
.symptom of a highly volatile savings rate; there are deeper
institutional and other factors behind the volatility. Thus a
careful analysis of savings in China right now is a prerequi-
site for any effort to formulate a proper savings policy and
make the most of savings.

1. The Present State and Reasons of Savings
Fluctuations

Savings balance refers to the volume of savings, while
savings flow refers to the increase or incidence of savings in
a specified period of time. A review of the changes in the
savings balance and savings flow in China during the decade
from 1978 to 1988 shows that both have fluctuated irregu-
larly. While savings balance increased 33.5 percent annually
on the average, it rose 29 percent and 23.5 percent in 1982
and 1988, respectively, both significantly lower than the rate
for the preceding year as well as the average growth rate. The
savings flow increased 28 percent annually on the average
but shot up a high 143 percent in 1979 and edged up a mere
4.8 percent in 1981. In 1988, in fact, its growth rate was a
negative 13.7 percent.

Needless to say, irregular movements in savings, partic-
ularly large fluctuations, are directly related to the infla-
tion in the Chinese economy in recent years. In our
opinion, however, price increases are nothing more than
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a superficial factor that triggers savings fluctuations. In
the real complicated economic world, other more intri-
cate factors are at work to cause savings to fluctuate.

Table 1
unit:
Indicators
Year Increase in Sav Increase In Savings Flow
ings Balance
-1978 16.0 28.9
1979 334 142.8
1980 42.2 68.3
1981 31.1 4.8
1982 - 290 22.1
1983 321 43.1
1984 35.8 47.3
1985 © 336 26.6
1986 37.9 50.8
1987 64.3 36.2
1988 23.5 -13.7

Source: “Financial Yearbook of China,” 1988

1) Extraordinary growth in the monetary incomes of
citizens. A remarkable increase in the monetary incomes of
the nation’s population is the principal factor behind the
sizeable expansion in savings. Generally speaking, when
the incomes of a population are still very low in absolute
terms, the ratio between income growth and consumption
growth should remain fairly steady. However, in China
over the past few years, income growth has been out of
proportion to consumption growth. That is, incomes have
risen much faster than the level of consumption.

In our opinion, the primary reason behind this phenom-
enon is that citizens’ monetary incomes in recent years
have risen so spectacularly that their increase rate has
become increasingly removed from the growth rates of
the national income, the gross value of agricultural and
industrial output, and revenues, and has become more
and more independent. This suggests that even as the
citizens’ monetary incomes go up, the supply of con-
sumer goods has not kept pace with it. The result is
twofold: a substantial increase in surplus purchasing
power (savings deposits plus cash in hand) and a steady
rise in the prices of consumer goods.

Table 2
Unit: %

Indicators ‘ .

Year 1979 1980 1981 1982 1983 1984 1985 1986
national income 11.3 10.1 6.8 8.1 11 19.5 244 12.3
gross output value 13.2 109 7.1 9.4 11.1 17.6 23.1 14.0
revenues -1.6 -1.6 0.4 32 11.1 .20.2 24.3 12.1
per capita monetary income 17.8 20.3 8.2 8.0 12.6 25.3 © 289 18.9
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Table 2 (Continued)

Unit: %
Indicators
consumption level . 13.6 15.0 9.8 7.1 8.1 13.7 23.3 11.1
surplus purchasing power : 21.7 35.1 24.0 20.0 23.0 36.1 347 31.1

Source: “China Statistical Yearbook,” “China Financial Yearbook,” 1988

2) Sudden changes in the demand structure. In the wake
of economic structural reform and the introduction of
the open policy in recent years, the consumption pat-
terns of developed nations have unavoidably had an
impact on China. At the same time, changes in the
distribution and distribution relations of national
income within China have significantly pushed up the
incomes of individual households in industry and com-
merce and units with dealings with foreigners. As their
incomes went up, the consumption demand of these
households and units has also changed. Influenced by the
consumption patterns mentioned above, the general
population has also changed its demand structure
abruptly and radically. At a time when other kinds of
consumption needs have yet to be met, large numbers of
people concentrate their consumption excessively on
durable consumer goods. Such goods, particularly
domestic electric ‘appliances, have become the most
popular commodities on China’s market hotly pursued
by every household. According to surveys, the preva-
lence of durable consumer goods such as television sets,
tape recorders, and electric fans in China’s urban house-
holds in 1985 had reached that of Japan when its per
capita income was $1,600. In China the pursuit of these
consumer goods is subject to at least two restraints. First,
income level. Since the income level of vast numbers of
Chinese citizens remains very low absolutely speaking, it
takes a considerable period of time to save enough
money to purchase durable consumer goods. Second,
production capacity. Durable consumer goods indus-
tries, dominated by the domestic appliance industries,
are closely related to many other sectors. China’s current
production structure and production technology cannot
yet satisfy consumer demand. Both factors work to
increase citizen savings. Thus we can argue that the
increase in savings in China does not suggest a reduction
in consumer demand, but signifies to a certain extent an
explosion in consumer demand. According to a survey
by some savings banks of the Industrial and Commercial
Bank of China on 4,000 depositors, 19 percent whose
savings account for 15 percent of total savings deposits,
saved in order to purchase durable consumer goods. Of
these, 18 percent and 13 percent, respectively, wanted to
purchase TV sets, refrigerators, and washing machines.
Clearly, the savings of these depositors were unstable.
For one thing, once their savings reached a certain
amount and as soon as the commodities desired became
available on the market, the savings would be converted
into consumption. Second, they were highly vulnerable
to price movements. When prices soared and market
supply tightened, the consumer would look for suitable
substitute commodities and convert their savings into

consumption ahead of time. The advance withdrawal
rate of fixed deposits reached a high 50 percent in some
areas last year.

3) The impact of the existing system on incomes and
consumption. As reform intensified in China, the old
and new systems have come to coexist. Because of the
irrationality of the microeconomic base of this dual
system, it has a negative effect on income and consump-
tion. On the one hand, the system is quite ineffective
when it comes to checking the income growth of enter-
prise workers. In their pursuit of the appropriate level of
profits, enterprises often maximize worker welfare. On
the other hand, the practice of “eating from the big rice
pot,” characteristic of the old system, has not been
eradicated. The state provides citizens with a large
amount of noncash welfare—medical services, housing,
and education. Moreover, by making arrangements for a
citizen’s employment and retirement, the state encour-
ages risk-free expectations among the population, facili-
tating biased consumer choices.

These three factors, which are interrelated, distort the
savings motives of the public and render savings highly
vulnerable to the external environment (price increases,
political turmoil).

Table 3.
Comgﬁl_'ing the Reasons Why People Save
i

In na, Japan, and the United States
Unit: %

Indicators

Country China Japan uU.s.

In case of accidents 32.5 78.5 51

Iliness, old age 1.6 42.1 30

Buy land, houses 9.9 27.1 8

Buy durable consumer goods 19.2 7.9 6

Travel 0.3 9.9 10

education, marriage of children 10.4 52.7 15
" no motive 4.3 25.8 11

Source: Industrial Bank of Japan, 1985, No. 2; Survey by the Indus-
trial and Commercial Bank of China on 4,000 depositors in late 1988

2. Comments on the Function of Savings in China

In theory, the social function of savings is to channel
resources into production which otherwise would have
gone into consumption. In nations around the world,
citizens’ savings have generally played a positive role in
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stimulating economic growth. They are particularly
important in a socialist economy of scarcity. In China’s
real economic environment, however, even as we fully
appreciate what savings can do to promote economic
growth and make the most of them, we should, both in
theory and practice, avoid the extreme of exaggerating
the usefulness of savings by arguing that in the present
inflationary economic climate and under the current
belt-tightening policy, citizen savings are the most effec-
tive way to close the gap between the supply and demand
of funds and bring down prices. This viewpoint, which
apparently dominates our savings work, both theoretical
and practical, needs to be clarified.

As we see it, given the present economic climate, there
are constraints on how effectively savings can fulfill its
role. In fact, savings have been distorted. It would be
unrealistic to expect too much from savings. Any policy
based on excessively high expectations would also be
unrealistic. To expect too much might even be counter-
productive.

Instead of stabilizing commodity prices, private savings
might induce price increases up to a point. In theory, an
increase in savings necessarily lowers interest rates even
as it decreases the demand for consumer goods. With
savings being transformed into investment, production
units can lower their costs, which makes it possible, in
theory, for savings to be absorbed by new investment.
But the actual situation in China, however, is quite
different. A rise in savings does not mean shrinking
consumer demand but, on the contrary, signifies an
explosion in consumer demand. With consumer-
demand-led market mechanisms basically in place, con-
sumer demand exerts a tremendous pressure on invest-
ment. Yet savings fall far short of satisfying the funding
requirements of investment. This, in turn, pushes up
interest rates continuously, which causes the production
costs of enterprises to climb and, ultimately, drives up
consumer retail prices.

—Because of imbalances in the economic structure,
savings cannot produce effective supply after they are
converted into investment. In theory, whether or not
savings become effective supply after they are
absorbed as investment is a key indicator of the
effectiveness with which they fulfill their social func-
tion. Practice demonstrates that in China the ability of
savings to fulfill their role is often the function of a
balanced economic structure. For instance, the
national economic structure gradually achieved a
basic balance in the early 1980’s following adjustment.
Between 1980 and 1983, miscellaneous loans to state-
owned production enterprises grew 10.8 percent annu-
ally on the average while their combined profits and
taxes rose 3.7 percent each year. After 1984, fueled by
unchecked development in the processing sector,
excessively fast economic growth aggravated imbal-
ances in the national economy by the day. Such
imbalances ultimately resulted in ineffective supply
caused by products of the wrong variety or so inferior
in quality that they were unmarketable. Between 1984
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and 1986, miscellaneous loans to state-owned produc-
tion enterprises jumped 31.8 percent each year on the
average, while their total profits and taxes rose a mere
7.7 percent. We think there are two major reasons for
this. For now China is in a unique situation charac-
terized by the coexistence of the old and new systems,
under which it is impossible to restrain the behavior of
enterprises and workers effectively. Particularly when
workers’ wages are pegged to the growth rate of output
value, enterprises are often driven by a desire to
expand output value notwithstanding the market
restraints on their products. Consequently, a large
amount of loans is tied up as funds for manufacturing.
As a result, the rate of fund turnover falls, as do other
economic indicators. Second, imbalances in the eco-
nomic structure in fact have put banks in a dilemma as
to whom they should make their loans to. If financial
institutions concentrate what limited funds they have
on the production of durable consumer goods, it will
certainly go a long way toward satisfying public con-
sumption demand now and in the foreseeable future.
However, we should be sober enough to realize that
even as it satisfies public consumption demand, this
kind of investment exacerbates the imbalance in the
industrial structure and will, in the long run, inflate
the production costs of enterprises and erode their
profitability. Alternatively let us say we leave aside the
related questions of bank assets debt structure and
concentrate bank loans on basic industries in order to
implement the national industrial policy. Such a move
will contribute significantly to the balanced develop-
ment of the national economy, yet it will do nothing to
close the widening gap between the supply and
demand of consumer goods on the market. In the real
world, banks encounter resistance from all quarters
when they try to adjust the credit structure, so all too
often they tend to opt for the former in their lending
and investment policy. The resultant imbalance not
only complicates macroeconomic financial regulation
and control but also undermines the effectiveness with
which savings fulfill their function.

—Any attempt to raise the savings rate blindly would
neutralize the anticipated effects of the belt-tightening
policy. In the wake of the implementation of the
economic belt-tightening policy, savings have come to
be regarded as the most effective way to relieve the
fund shortage afflicting enterprises. This view is
widely accepted by society and institutions have been
scrambling to raise interest rates openly or otherwise
to strengthen the citizens’ marginal savings tendency.
However, we should open our eyes to the fact that the
superficial phenomenon of fund shortage among
enterprises conceals institutional problems and other
issues relating to structural imbalance in the economy.
According to a survey on 100 production enterprises
whose output value constituted 90 percent of the city’s
total industrial output value, they needed an addi-
tional 830 million yuan in loans since the government
acted to tighten credit last year. Of this sum, justifiable
and policy-related fund requirements constituted just
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20 percent and 19 percent, respectively, while unjus-
tifiable fund requirements that did not comply with

- the credit policy amounted to 60 percent. It can thus
be seen that we must analyze the fund requirements of
enterprises in an objective detailed manner. As for
raising interest rates on savings déposits in order to
strengthen the marginal savings tendency, it will hurt
the have some negative effects on the economy and
may even to a certain extent offset the desired results
of the belt-tightening policy intended to trim aggregate
demand and control price increases. First, the banks.
Since they still lack sound mechanisms to enable them
to make loans in a selective way, they frequently lend
as ordered. As for enterprises, their asset relationships
have not been sorted out and the ownership of assets is
divorced from the benefits of assets. Consequently, it
is impossible to check their short-sighted behavior.
The sources of credit funds may increase as interest
rates on savings are raised, but because of these two
conditions, the additional credit funds will still end up
being spent to satisfy enterprises’ unjustified fund
needs. Enterprises will use loans to expand the sources
of consumption in order to keep their revenues rising.
Second, prices will go up. If interest rates on savings
and interest rates on loans are raised at the same time,
an increasing amount of the working funds and fixed
funds -of enterprises will inevitably go to pay interest.
Practice proves that as long as the nation’s current
financial system remains, under which interest is

" incorporated into costs, increases in interest rates will
ultimately be passed onto consumers in the form of
higher prices. Alternatively we may hold interest rates
on loans steady even as we increase interest rates on
savings deposits or increase them by a smaller margin
than the latter. This policy would not increase enter-
prise costs. However, it will inflate the fund costs of
financial institutions and lower their profits, perhaps
even leading to a drop in revenues and causing them to
lose money.

3. Some Conclusions

In view of the above analysis, we can say that whether or
not savings can fulfill their normal social function
depends on the extent to which reform is intensified and
the economic environment is improved. To expect too
much from savings is to lose contact with the current
state of China’s economy and may even have a negative
economic impact. That tendency should be corrected.

1) End the current practice among banks of absorbing
citizens’ savings thoughtlessly regardless of fund costs.
This is what is actually happening. Enterprises need
funds to invest and expand. To satisfy enterprises’ thirst
for funds, all financial institutions these days engage in a
scramble for savings, which takes various forms, notably
the following two. One, raising interest rates on savings
deposits openly and otherwise. Two, increasing the
number of savings outlets blindly. These are the main
reasons why financial institutions are currently suffering
from declining profits and rising fund costs and even
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losing money. Thus we believe the departments con-
cerned should formulate practical measures to correct
the existing phenomenon in which financial institutions
compete for savings by raising fund costs at a'time when
a belt-tightening policy is in effect.

2) Savings encourage misguided consumer behavior.
This must be stopped. Misguided consumer choices and
over-concentration of consumption on durable con-
sumer goods weaken the restraining effects of production
on consumption and nullify the stimulating effects of
consumption on production. The excessive increase in
savings by the Chinese people is a reflection of this.
Moreover, the save-and-win-a-prize trend (in return for
depositing a certain sum of money in a bank, the
depositor is rewarded with a certificate that enables him
to purchase a durable consumer item), which is so
popular these days, clearly only adds fuel to the fire of
misguided consumer behavior. It is therefore proposed
that the departments concerned bar this particular form
of savings so ‘that savings can do a better job steering
consumption. :

3) We should firmly establish the guiding idea that the
top priority of financial work is credit structural adjust-
ment. We used to have such high expectations of savings
that for years we made increasing savings the top priority
of the work of financial institutions. However, this
guiding idea was flawed in theory and in practice. On the
one hand, the adjustment of the economic structure
(including credit system) is a precondition that must be
met before savings can fulfill their function and is a basic
way to ease the fund shortage. On the other hand,
practice proves that soaring savings deposits at financial
institutions at all levels only serve to conceal structural
imbalances in their assets and liabilities management. In
the long haul, this phenomenon may prove highly dan-
gerous to the development of the economy. Thus we
should correct the error in the guiding idea of financial
work without delay by making credit structural adjust-
ment the top priority of financial work.

4) Intensify housing reform and promote the business of
real estate financing. In recent years residential housing
reforms and the development of the real estate financing
business have had a positive effect on both savings and
consumption. A sample survey on some residents in
Zhuhai last March shows that savings per capita rose 4.5
fold, living expenses dropped 42.9 percent, and con-
sumption of upscale consumer goods leveled off notice-
ably compared to the corresponding period a year before.
All this took place in the wake of housing reform and the
development of real estate financing. Thus, housing
reform and the development of real estate financing not
only contribute to stabilizing savings and guiding con-
sumption, but also play a constructive role in correcting
the bias in the consumption structure and narrowing the
gap between market supply and demand. It is an effec-
tive 'way to improve the economic environment and
make savings a guide of consumption.
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of Hainan’s Financial Situation™]

[Text] Facing the situation occurred after the “double-
tight” policy in the past year or so since its founding, a
serious difficulty Hainan Province encountered in eco-
nomic construction is the fund shortage and the promi-
nent disparity between the demand and supply. In order
to solve this problem, we have conscientiously imple-
mented, in light of Hainan’s situation, the principles of
improving the economic environment and rectifying the
economic order, deepening the reform, controlling the
money supply, and stabilizing the finances, which were
set forth by the CPC Central Committee and the State
Council, and the currency and credit policy of “control-
ling the overall amount, readjusting the structure, guar-
anteeing key projects, reducing general projects, and
regulating in a timely manner,” which was formulated by
the headquarters. We have regarded fund raising and the
effective and invigorated use of funds our banks’ central
task and paid special attention to the structural, reserve,
and horizontal regulation of funds our banks’ central
task to seek funds from time, speed, and efficiency and
to try vigorously to increase the availability of funds. We
have achieved fairly good results in this regard. Statistics
show that as of October 1989, the balance of all deposits
in Hainan’s banks was 568 million yuan higher than that
at the end of 1988, a 10.1 percent increase; the balance of
all loans was 529 million yuan higher, a 6.1 percent
increase; the accumulative amount of loan issuance was
4.285 billion yuan; and the accumulative amount of loan
recovery was 3.956 billion yuan. Compared with the
corresponding period of 1988, the amount of loans
increased in 1989 was much lower but the amount of
loans generated maintained a fairly high level. In 1989,
the amount of loans generated was 7.1- fold of the
amount of loans increased whereas in 1988 the former
was only 1.4- fold of the latter.

Finance is an important lever and the “first motive
power” of economic development. As of October 1989,
the gross value of Hainan’s industrial output was 1.83
billion yuan, an increase of 9.5 percent over the corre-
sponding period of 1988; after agricultural production
was attacked by four consecutive violent typhoons, total
grain output was still expected to show a 24 percent
increase and set a new record since the Third Plenary
Session of the 13th CPC Central Committee; foreign
trade and exports earned 246 million yuan in foreign
exchange, an increase of 16.9 percent; and fixed-asset
investment was 1.19 billion yuan, an increase of 63.6
percent. Power, communications, and transporation
infrastructure construction is being carried out with
good results.
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The review of past year’s practice shows that we have
worked in the following areas:

1. Combining scale and structural regulation with the
emphasis on the latter.

In accordance with the “Decision of the State Council on
the Main Points of Current Industrial Policy” and in
light of Hainan’s actual condition, we formulated the
“Current Policy of Hainan Province on Readjusting
Credit Structure” and correctly handled the relations
between the ratios of various loans.

In regard to fixed-asset loans, we correctly handled the
relations between supporting infrastructure construction
and developing the processing industry. We emphati-
cally supported power, communications, and other infra-
structure construction projects to quickly improve
investment environment while supporting large- and
medium-sized key projects, which played a crucial role
in Hainan’s economic development, and the technolog-
ical transformation projects of old enterprises, which
required little investment and yielded quick results and
great economic returns. We also restricted and cut down
on the number of projects of the processing industry
which were duplicates, which lacked raw materials,
whose technology was backward, or whose products were
not readily marketable. After the vigorous support we
gave to infrastructure construction in 1988, we set aside
another 100 million yuan or so in 1989 to provide
continuous support for the construction of the 50,000-
kwh No. 2 generating unit in the Macun Thermopower
Station, the Macun-Haikou power transmission and
transformation line, and the first phase of the
Daguangba Hydropower Station. At the same time, we
also issued loans to support the construction of such key
projects as Haikou’s 25,000 program-controlled tele-
phones, Haikou ground water diversion, and the Hainan
automobile manufacturing plant, thus further improving
investment environment and raising Hainan’s power
supply to the nation’s second highest.

In regard to working capital loans, we gave priority to
supporting the processing and production of farm and
sideline products and the production of daily necessities,
supported the procurement of such farm and sideline
products as grain, edible oil, and sugar canes and export
goods as well as the transfer of such major goods as coal,
oil, and steel products. We restricted and reduced loans
to production enterprises whose products had low
quality, were unmarketable and overstocked, and
yielded low returns. We restricted loans for companies in
the circulating field, real estate companies, and the
import of machinery and electronic products. In early
1989 we increased agricultural input to meet the needs of
agricultural development in Hainan. During the spring
plowing season, Hainan’s banks provided 70 million
yuan to support the departments concerned in orga-
nizing the procurement of 127,000 tons of chemical
fertilizer and pesticide, thus giving an impetus to the
production of spring plowing and bringing about the
bumper harvest of early rice.
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Supporting the good and restricting the bad in the
utilization of funds has accelerated the rational readjust-
ment of credit structure. Statistics show that as of
October 1989, the proportions of loans issued to support
key industrial production enterprises and the procure-
ment of farm and sideline products increased respec-
tively by 14.4 and 59 percent in the total loan balance as
compared to the corresponding period of 1988. Foreign
trade loans still maintained the same high growth rate as
in 1988 and the balance of foreign trade loans increased
by 15.6 percent as compared to the end of 1988. The
proportions of commercial and other loans which were
restricted and reduced mainly for companies in the
circulating field declined respectively by 17.7 and 56.1
percent as compared to the corresponding period .of
1988.

2. Combining increase and reserve regulation with the
emphasis on the latter.

Increase regulation is focused on the distribution of
funds and the improvement of the direction of capital
input. Reserve regulation is focused on invigorating
funds and the flexible use of funds. We have clearly
noticed that under the influence of the overall climate of
national retrenchment, the central bank and the head-
quarters cannot possibly give Hainan much money and
the flow of inland funds to Hainan will also be restricted.
Because of this, in order to solve this year’s problem of
fund shortage, we must concentrate our energies on
invigorating reserve funds. We also think that comparing
the reserve with the increase of funds, the former has
greater potential in regulation. To get a clear picture of
Hainan’s capital reserve situation and problems, we have
investigated and examined the overstocking situation of
imported machinery and electronic products, loans
occupied by grain enterprises whose deficits are policy-
related, outstanding loan situation, banks withholding
bank notes to retain funds, and the misuse of funds by
grain enterprises throughout the province. By doing so
we gained a basic understanding of the amount of
reserve funds occupied and the structure, distribution,
and cause of such occupation. We also clarified the scale,
direction, and focal point of reserve fund regulation.

On the basis of enhancing understanding and clarifying
the situation, we carried out reserve regulation in the
following areas: First, we vigorously collected out-
standing loans. In early 1989, we submitted a report to
the leaders of the provincial government on the opinions
of vigorously collecting outstanding loans and invigo-
rating funds, which attracted great attention and sup-
port. The provincial government also sent notices to
various city and county governments to make arrange-
ments for loan collection. Many city and county leaders
personally attended to this matter, meted out plans,
organized forces, divided up the work and assigned a
part to each individual or group, and promoted the work
in all areas with experience gained in selected units. Soon
the loan collection work gathered momentum and stirred
up an upsurge across the province, completely reversing
the past situation in which loan collection was carried
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out “solely” by banks. As of October 1989, Hainan
collected a total of 1.41 billion yuan in outstanding
loans, which played an important role in alleviating the
shortage of funds. Second, we conscientiously solved the
problem of occupation by financial departments and had
financial departments at all levels allocate over 73 mil-
lion yuan for grain departments. Third, we helped enter-
prises handle the problems of overstocked commodities
and arrears. As of October 1989, the amount of funds
occupied as a result of overstocked machinery and
electronic products was reduced by 210 million yuan.
The provincial people’s bank took out 54 million yuan as
starting funds to help commercial, supply and mar-
keting, and grain departments. As a result, over 80
million yuan of defaulted loans were cleared up in
enterprises at the central, provincial, and county levels.
Fourth, we conscientiously investigated and handled the
problem of misused loans. An investigation showed that
the amount of loans misused by grain enterprises in
Hainan Province accounted for 16.7 percent of the total
amount of working capital loans issued by the industrial
and agricultural banks to grain enterprises. Through
adopting a series of measures, grain enterprises have
started to rectify and reform and returned part of their
loans. Fifth, we overcame the phenomenon of with-
holding bank notes to retain funds. After several months
of work, we rectified the order of account settlement,
improved the work of calculating funds, overcame the
phenomenon of banks withholding bank notes to retain
customers’ funds, and facilitated the local business of
regular bank note exchange. Comparing February and
October, cash substitution rate increased from 78 to 97
percent.

3. Combining vertical and horizontal regulation with the
emphasis on the latter.

China’s current credit fund management system is a
system based on vertical regulation. Vertical regulation
is primarily regulation carried out by responsible banks
from higher to lower levels—namely the distribution and
transfer of funds; horizontal regulation is interbank
lending and borrowing between financial organizations.
We think that vertical regulation alone is not enough and
that vertical and horizontal regulations should be com-
bined with the emphasis on the latter. Since money
supply is tightened this year and the amount of increase
in credit funds will be limited, the scale of vertical
regulation will be directly restricted (of course horizontal
regulation will also be affected). Therefore, strength-
ening horizontal regulation will help arouse the enthu-
siasm of banks at all levels for raising funds and seeking
balance on their own, thus making full use of temporal,
regional, and occupational differences to invigorate
funds and increase the utilization rate and efficiency of
funds. We have adopted some measures in the following
areas:

—Vigorously but safely carrying out the work of mone-
tary circulation. After conscientiously reviewing and
summing up the work of monetary circulation in the
previous period, we gained the following experiences
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and lessons: 1) We should adhere to the principle of
raising more funds for Hainan’s economic develop-
ment, not considering profitmaking our goal, and
guaranteeing that the direction of monetary circula-
tion is correct. 2) We should insist that financial
organizations carry out interbank lending and bor-
rowing activity among themselves but refrain from
doing so to enterprises, contractors, and grassroots
credit cooperatives in rural areas in order to ensure the
safety of funds. 3) We should insist that interbank
lendings and borrowings are used to meet short-term
working capital needs, not to support fixed-asset
investment, to ensure the liquidity of funds. 4) We
should start one-day interbank loan service to meet
the capital needs of specialized banks in account
settlement to safeguard the steadiness of bank reputa-
tion. Through summing up our experiences, we have
enhanced our understanding, clarified our direction,
and brought about sound development in the mone-
tary circulation work in our province. In the first 10
months of 1989, a total of 1.34 billion yuan of inter-
bank loans were issued, of which 370 million yuan was
borrowed from banks in other provinces by special-
ized banks to support foreign trade and exports, the
purchase of rubber and sugar canes, the transfer of
steel products and coal, and the organization of the
means of agricultural production.

—YVigorously expanding foreign exchange regulating
business. After two years of effort, Hainan Province
has established an initial form of primitive foreign
exchange regulating market. In 1988, we regulated a
total of $160 million foreign exchange, accounting for
61 percent of total annual foreign exchange retention.
In 1989, the business was even better. As of October
1989, we already regulated over $200 million foreign
exchange, rising to one of the provinces regulating a
higher amount of foreign exchange in China. As a
result, we have resolved fairly well the previous
problem concerning “enterprises and units which
earned foreign exchange but did not use it and others
which used it but did not earn it,” made up part of the
gap in the provincial foreign exchange budget, and
supported the major foreign exchange needs of foreign
trade, production, and infrastructure construction.
We have also regulated the amount of funds reserved
in foreign exchange and renminbi and alleviated the
renminbi shortage in our province. As of today, we
have regulated a total of $25 million foreign exchange
to be distributed to other provinces, amounting to 150
million yuan renminbi.

—Developing diversified financial organs to absorb cap-
ital. Since the founding of our province, enterprises
which absorbed foreign investment or cooperated with
other enterprises at home have boomed. As of Sep-
tember 1989, our province approved 762 foreign-
funded enterprises and over 4,200 enterprises with
inland investment. This objectively required the
development of the banking industry to commensu-
rate. In the past two years, banks and enterprise
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groups inside and outside Hainan Province requested
one after another to establish financial organizations
in Hainan Province. On more than 20 occasions we
have received representatives of financial circles and
enterprises at least 10 countries and areas including
the United States, the United Kingdom, France,
Japan, Thailand, Hong, and Taiwan. Also, on more
than 30 occasions we have also received representa-
tives of banks and enterprises from over 10 provinces
and municipalities including Beijing, Sichuan, Yun-
nan, Zhejiang, Heilongjiang, and Shenzhen. We have
introduced to them Hainan’s economic and financial
situations and negotiated on the establishment of
financial organizations. Newly established financial
organizations, which were examined and approved by
us and submitted to the headguarters to be approved,
have brought in a total of 350 million yuan as the
capital of domestic and foreign banking enterprises
and HK$103.5 million. This has played a definite role
in increasing the source of Hainan capital and allevi-
ating the current problem of disparity between the
supply and demand of funds.

MINERAL RESOURCES

Gold Smuggling Presenting Serious Problems

900H01744 Hong Kong CHING PAO [THE MIRROR]
in Chinese No 11, 10 Nov 89 pp 63-65

[Article by Da Qi (1129 0366): “Shocking Mainland
Gold Smuggling™]

[Text]

There is gold everywhere in the Altai region in Xinjiang
but the gold purchased by the government is only one-fifth
of all the gold panned, most of the gold ends up in the
hands of gold smugglers.

In Jingdezhen, the placer gold producing region of
Jiangxi, civilian-found gold amounted to over 5,000
ounces, but only four ounces was taken in by the state.

Ninety percent of the gold produced in Guangdong
Province was smuggled, hidden or privately turned into
jewelry and entered the black market...

Gold Found on the Chest of a Young Woman On the
mainland there are many secret gold roads by which
smugglers risk danger to smuggle great quantities of gold
out of the country.

Without exception, the gold-selling routes are from the
northwest, northeast and north China to the coast,
especially Fujian and Guangdong. The smuggling
methods used by gold-dealers now go to any extremes:
One day at the border inspection station at Baiyun
Airport in Guangzhou, flight 301 from Guangzhou to
Hong Kong was about to take off. When a young woman
carrying a Thai passport went through the security gate
the alarm sounded. Little Chen, a female inspector of the
international inspection department, immediately
picked up a detector and checked her body and when
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checking her chest the detector gave off a signal. “What’s
in there?” “It’s...it>s a brassiere!” the young woman said
with an embarrassed expression. How could there be
gold articles on her brassiere? Little Chen then took the
woman to another room and had her take off her
clothing for inspection and as a result found a piece of
gold and a small package of rings in her brassiere.

Another day at 10 am at Baiyun Airport, another air-
plane was about to take off for Hong Kong. At the time
a young man supporting an elderly woman walked
towards exit inspection and the young man pressed the
inspector, “The plane will take off soon, hurry the
inspection, miss.” The inspector asked the old woman
with him, “May I ask, are you taking anything gold with
you?” “No, nothing at all!” the young man interrupted
impatiently. That was strange. He had asked the old
lady, but it was the young man who answered. The
inspector was on the alert at once and as a result found
six gold bars weighing 100 grams wrapped in cotton at
the elderly woman’s waist.

For the gold-dealers the vast coastline is an important
secret path for them to smuggle gold. In the past three
years, over 100 catties of pure gold and over 200,000
shiny silver yuan have passed through the hands of
smugglers in Huilai Xian, Guangdong. Once a smuggling
boat named “Yudaqian™ was seized. The captain stayed
in bed claiming he was sick but the police responsible for
investigating smuggling went on board and found 32
ounces of gold in this pants. Gold dealers have their ways
of smuggling but all have been spotted by “steely eyes”
though naturally this does not exclude some gold-dealers
who have “slipped through the net.”

Those in the know in Jinshan have revealed that gold
smugglers ride their motorcycles through the dark moun-
tains at night with a sack of renminbi tied to the back.
They buy high-priced gold from the cyaniders and slip
out before dawn. After this the smuggler’s tracks are even
more mysterious and most are linked up outside the
country. They either take the risk of crossing the border
on foot or get in by hiding in loaded boxcars; some
secretly travel by water in fishing boats with trap doors
while even more are smuggled in fishing nets. It’s no
wonder that some people say, “If it weren’t for smugglers
the fever to dig gold would not exist.”

Ninety Percent of Guangdong’s Gold Is Smuggled Xin-
jiang has a long history of gold-mining and 56 of the 76
xian have gold. Gold is buried almost everywhere in
Altai, which has been called the “Golden Triangle.” One
can pan for gold wherever there is water. If there are gold
panners, then there are gold smugglers. Every day smug-
glers and other lawless persons slip into gold mining
areas and, opening their mouths as big as black pots, lap
up the country’s gold. Gold smugglers illegally buy up
every ounce of placer gold at a price more than double
that paid by the state. The JINGJI CANKAO newspaper
has revealed that in 1987 more than 20,000 people had
come to the Altai region to pan for gold, and even after
the reorganization of 1988 there were still over 10,000.

ECONOMIC 37

However, the gold bought by the government is only
one-fifth of the total output of the gold panners; most of
the gold ends up in the hands of gold smugglers.

News from relevant departments in Jiangxi reports that
last year the masses in the province mined no less than
10,000 liang of gold but the overwhelming bulk of it
entered the black market, was resold and smuggled. In
Jingdezhen City, in the placer gold producing areas, the
people mine over 5,000 liang of gold but last year the
state received only four liang. At the same time the gold
seized in the 94 cases of gold reselling and smuggling that
the province investigated and broke last year amounted
to more than 800 liang.

Guangdong Province, which is the southern gateway, last
year began unified mining according to plans of the
departments in charge of gold for all gold mines in the
province which banned individual gold production
activity, but due to the lack of effective management in
many places, 90 percent of the gold produced by the
entire province was smuggled, hidden or privately made
into jewelry and traded on the black market.

According to some statistics from the public security
departments, over 640,000 grams of gold and more than
27 million yuan in illicit money were seized in the total
of more than 4,200 cases of gold smuggling and reselling
that were solved from 1977 to the middle of 1988.

People thus can see that a secret gold road links the
mainland and Hong Kong and that through this myste-
rious “golden flow,” China’s gold seems to have become
an “international cycle.”

Surprisingly Enormous “Price Differential” Lost A con-
trast with the underground gold market which becomes
more prosperous daily is that no one has askéd the
exchange rate at the gold and silver exchanges in the
People’s Bank of China, quite simply because there is an
excessively wide gap in the ratio of China’s retail and
purchasing prices for gold: the officially announced retail
price is four times that of the purchasing price, but the
actual retail price is six times higher.

On 1 October 1982, the mainland announced that it was
reviving the domestic market in gold jewelry. In just six
years since the market in gold jewelry was revived, the
retail price for gold changed eight times, and now pure
gold is up to nearly 100 yuan per gram. Yet gold for
supply to jewelry-making plants has declined year by
year. The blazing gold-buying fever, the fluctuating price
of gold and the dried up gold channels dictate the current
market in gold jewelry on the mainland.

On the Shanghai Bund where nine major jewelers such as
Qiutianbao [5941 1131 1405] and Feng Xiang [7685
5046] had set themselves up as a group, in recent years
63 shops which either specialized in or also deal in gold
jewelry have appeared. At the present time the owners of
these shops have been greatly bothered by the annually
dwindling supply of gold. Yet private sources of upply
for processing have increased dramatically. A young
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woman who went to a jeweler’s to have jewelry made
“revealed” to people that her locket was an antique dug
up from a tomb in Shanxi which she had someone buy
for her.

The Feng Xiang manager estimates most conservatively
that the source of at least half of the gold that is delivered
to jewelry makers each day is illegal. Much of the cheap
jewelry which bears such stamps as “Qiutianbao™ was
obtained by going directly to places on the coast. A great
quantity of pure gold bars which bear such stamps as that
of Hong Kong’s “Baosheng Bank™ is now getting to
Shanghai through nongovernmental markets in such
places as Shenzhen.

Places such as the Shanghai Branch of the People’s Bank
of China have gold reception offices but since the pur-
chase price of gold is 1,000 yuan per small ounce and the
retail price is 2,678 yuan, it is quite natural that very
rarely does anyone come to do buying and selling. In
addition, gold buyers, keeping in mind the premise of
preserving the value of the principal, would actually only
buy in and not sell. Secretly and quietly however, the
underground market expands daily, undoubtedly
making the gold “secret road’s” underground “interna-
tional cycle” even more active and causing losses to state
finances.

A gold jewelry distributor in Guangzhou said that
because the prices of domestic goods inflated in waves
last year and customs was concerned only about exports
and not about imports, it created a “scramble for gold”
for a while. The volume of gold jewelry purchased in
Hong Kong for domestic sale in Guangzhou alone made
up one-third of the total volume of sales in the entire
market. Clearly, gold was smuggled across the border,
and gold jewelry flows uninterruptedly into the main-
land and the makeup of this reverse “gold flow™ has lost
an enormous import-export price differential.

Poor Management Creates a Hotbed of Smugglers In the
vastness of China an inexhaustible “treasure which can
save the country”—gold—has grown. China’s proven
gold deposits are more abundant than those of other
countries and regions. For a long time, the mainland has
exercised a national monopoly of gold production and
circulation.

Yet state set gold prices have departed from interna-
tional gold prices for a long time and at the same time
since they lack a corresponding domestic financial
market, gold smuggling cannot be banned. This has led
to a large outflow of and loss of mainland gold.

The source of the smuggled gold is the individual and
small collective gold mines which have sprung up in the
past few years. This is because technology is backward,
prices of raw materials have risen and the cost of refining
each liang of gold which the cyanidizers, who are respon-
sible for final refining of gold ore into gold, charge
averages 2,909 yuan, but calculated at the state gold
purchase price of 1,000 yuan per liang, they will lose

JPRS-CAR-90-019
8 March 1990

1,909 yuan on each liang, thus the ideal way out for the
gold dug from these gold mountains is smuggling.

What provides a “breeding ground” for gold smugglers is
the weakness of the mainland’s gold production manage-
ment work. In some places government officials under-
stand gold mining one-sidedly as a means for leading to
the peasants escaping poverty and becoming well-off but
propagandizing the state laws on mineral resources and
the regulations on gold production management is not
enough and cannot effectively attack of stop smuggling,
concealing or privately making it into jewelry and selling
it in the black market. Some local governments break
state regulations when purchasing gold, raising pro-
cessing fees at each level. Local banks do not have the
capacity to assay and accept gold and cannot take the
initiative to go to gold-producing areas to buy gold,
which also has an impact on exchange of gold between
mining and agriculture. At the same time, the gold
production materials supply channels are not completely
open and cannot guarantee prompt supply thus miners
can only look to higher prices of materials for help which
causes gold production costs to skyrocket. For example,
sodium cyanide has risen from 7,000 yuan per ton to
over 15,000 yuan per ton. As prices increase, the gold
miner naturally thinks of everything he can to sell his
gold ore and lumps of gold to the dealer to obtain a price
much higher than selling it to the state bank. And in such
areas as quality and stylishness domestically-made jew-
elry is inferior to the tide abroad and this also is an
important reason why domestic consumers vie for for-
eign jewelry.

Other Abuses Caused by Gold Loss A short time ago
during an interview, I discovered that since a substantial
part of the gold purchased is paid for in foreign currency,
although part is paid for in renminbi, this renminbi must
be converted into foreign exchange to pay Hong Kong
the expenses for gold which was imported by various
channels thus causing the actual ratio of renminbi to
drop. On the other hand, since the actual price of gold in
the interior, the cost of making gold jewelry and the
broker’s commission all clearly tend to be high, it is
difficult for the domestic gold jewelry business to be
matched with Central Street jewelers in Hong Kong. And
in the interior gold jewelry business, due to the fact that
prices are much higher than Hong Kong and interna-
tional prices, and in manufacture and sales the major
part of the profits is taken by middlemen, domestic
government and enterprises profit very little. In addi-
tion, domestic gold supply does not meet the demand
and markets are separated, so that gold prices in various
places differ and the gold market is in confusion and
reselling is rampant. Hong Kong’s financial world has
divulged that the ‘“‘gold fever” in the interior has
increased Hong Kong’s demand for gold. The volume of
gold imported last year was 11.5 times greater than in
1987 and exceeded the record of 300 tons of gold
imported by Hong Kong in 1949 which upset the normal
operation of the Hong Kong market.
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Some gold exchange centers with world influence have
taken shape and some specialists have expressed the
view that seen in terms of the international environment,
the mainland should lift restrictions on the gold market.
With the strengthening of the dollar, the improvement of
the U.S. economy, the easing of inflation in the West, the
slide in international oil prices and the accelerating
decline of gold prices, this is undoubtedly the optimum
international environment for China to lift restrictions
on the gold market. If they would adjust the purchase
price of gold and at the same time establish a gold market
in which gold can be bought and sold and which has links
with the world gold market, it may protect domestic gold
production and prevent the loss of gold.

FOREIGN TRADE, INVESTMENT

Hubei Annual Foreign Trade Report for 1989

900H0308B Wuhan HUBEI RIBAO in Chinese
3Jan 90 p 1

[By Reporters Xiao Yao (5135 2565) and Yang Jingwen
(2799 2417 2429)]

[Text] In opening up to the outside, 1989 was a year of
extraordinary success for Hubei. “Three kinds” {that is,
three kinds of partially or wholly foreign-owned] of
enterprises were set up, loans from foreign governments
were utilized, “three supplies and one compensation”
agreements were concluded [that is, materials are sup-
plied by foreign clients for processing, parts are supplied
by foreign clients for assembly, samples are supplied by
foreign clients for copying, and compensation trade is
instituted], and technology was introduced. This gave
impetus to sustained, stable, and harmonious develop-
ment, thus laying a good foundation for opening the
doors of Hubei to the world.

In the past year Hubei has approved 70 foreign-owned
enterprises, bringing the total number of the “three kinds”
of enterprises set up in the province to 194. There are now
foreign partners from some 12 countries and regions,
including the United States, West Germany, Japan,
France, Holland, and Australia, who are involved in more
than 10 fields, including machinery, electronics, textiles,
light industry, construction, farming, and stockbreeding.
Now, except western Hubei autonomous prefectures,
Jingmen City, Shennongjia Forest district, all the other
localities and cities have set up foreign-owned enterprises.
Most of the “three kinds” of enterprises have been set up
in the Wuhan area. At the end of 1989 there more than
100, giving the area the most in the province.

In 1989 Hubei concluded eight agreements with foreign
governments for loans and approved 73 “three supplies
and one compensation” agreements. The money
involved in the foreign loans came to $71.60 million.
And by the time the latter agreements expire, $6.8
million in conversion fees could be charged. Nearly $2
million have already been received.

ECONOMIC ' 39

The effect of this year’s turmoil for a time caused some
major difficulties in Hubei’s opening to the outside. Party
committees and government at all levels throughout the
province have been resolutely and unswervingly carrying
out the policy of opening to the outside and have as a result
increased confidence that foreign investment will come to
Hubei. Even during the time of turmoil, Hubei approved 15
new “three kinds” of enterprises. Most of these enterprises
that have gone into operation are in normal production.
After the counterrevolutionary rebellion in Beijing was
suppressed, various levels of government and relevant orga-
nizations in Hubei took strong measures to help these
enterprises dispel their anxieties and understand the situa-
tion. This, in fact, improved the climate for foreign invest-
ment in enterprises, enabling the “three kinds” of enter-
prises to achieve relatively good economic efficiency.
According to statistics from 83 enterprises now in opera-
tion, last year they realized an output value of more than
41.9 billion yuan, earned profits of 104 million yuan, and
received 27 million yuan in foreign exchange, compared
with the previous year an increase of 61, 46, and 11
percentage points, respectively. At present, there are five
enterprises in the province earning and receiving $1 million
or more in foreign exchange. Of these, the Tianlong Com-
pany has topped $5 million. In addition, 11 of the “three
kind” of enterprises have realized annual profits of $1
million.

Hebei Annual Foreign Trade Report for 1989

900OH0308A4 Shijiazhuang HEBEI RIBAO in Chinese
4Jan 90p 1

[Text] In 1989 Hebei’s total foreign exchange earnings from
exports came to $1.63 billion, a 5.4 percent increase com-
pared with 1988. Of this amount, the export of miscella-
neous items earning foreign exchange accounted for $1.252
billion, exceeding the state plan by 8.68 percent, an increase
of 4.16 percent compared with 1988. Export of local prod-
ucts achieved the objective of the “three exceeds,” that is,
exceeding the plan, exceeding last year, and exceeding all
previous records. New progress and new breakthroughs
were also obtained in the use of foreign capital, in the
introduction of technology, in contracting for engineering
projects, and in labor services cooperation. The Hebei
Provincial Government is now issuing a letter to cadres,
workers, and staff personnel expressing its congratulations
and regards.

For the past year, nearly 600 million yuan and nearly $5
million in foreign exchange have, through various channels
and means, been invested in building the production system
associated with Hebei’s foreign exports. These investments
have built and helped sustain 225 specialized export facto-
ries (specialized workshops), foreign trade-owned [zishu
5261 1466] enterprises, integrated industrial and trade joint
ventures, and production enterprises of the industrial and
trade two-party type and of the foreign contractural joint
venture type. This has stabilized and enhanced the quality
and grade of Hebei export commodities, increased their
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variety and design, optimized the export commodities struc-
ture, and speeded up the technical transformation of enter-
prises, thereby ensuring the stability of and increase in
foreign exports.

We have concentrated our forces to build up our mar-
keting system. Using the combined tactics of “frontal
warfare” and “joint operations,” we have taken the
initiative to strike out on our own to develop a global
trade strategy. In the past year, we have set up 21
overseas trading enterprises in 18 countries and regions
in Europe, North America, Australia, and the Middle
East. These serve as permanently-manned forward posi-
tions for collecting, collating, and transmitting informa-
tion concerning the international market. They take
advantage of every opportunity to promptly and vigor-
ously develop economic trade activities. - .

Faced with shortages of materials, energy, and funds,
and extremely difficult operating conditions, Hebei’s
economic and trade sectors, when trying to obtain sup-
port from all quarters, kept its eyes on the inside,
instituted reforms, and tapped their own potential by
demanding efficiency from management and funds from
the resulting efficiency. The chairman of the provincial
economic relations and trade commission met separately
with the main responsible person from each enterprise to
sign an agreement whereby the enterprise would break
down the targets for each export contract by section,
office, shift, and individual. To strengthen control, the
larger specialized import-export companies set up com-
modity departments to exercise control at the company
level, department level, and section level. By means of
inventories, clearing up accounts, holding down stocks
of goods, and curbing the irrational use ‘of funds; we
effectively alleviated the purchasing funds crisis.

We brought into play the entire function of the system. The
provincial economic relations and trade commission, on the
basis of investigations and studies, set up county-level
economic relations and trade organs to manage county-level
trade relations. This put foreign trade in an important
position at the basic level and transformed the former
emphasis of only focusing on the enthusiasm of provincial
and municipal trade departments by focusing on the enthu-
siasm of other departments as well. Exports that earned
foreign exchange gained a dominant position throughout
the province. By further expanding the opening to the
outside and through sustained and stable development,
Hebei has created an excellent internal env1ronment for
economic relations and trade.

Improvements Urged in Export of Electronic
Products

900OH0309B Bezjzng GUOJI SHANGBAO in Chmese
6Jan90p 3

[By Zheng Wenlin (6774 2429 2651)]

[Text] Development of foreign trade for China’s elec-
tronics industry is now facing new challenges and oppor-
tunities. How we are to realize sustained, stable, and
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harmonious growth in the export of electronics is a
problem that demands a prompt solution

1. The New Situation and New Problems That Have
Occurred in Electronics Foreign Trade :

1. The combination of overstocked products and insuf-
ficient sources of supply have become a dominant con-
tradiction in electronics foreign trade. The purchase of
some electronic products has been limited, their stocks
too large, and their sales sluggish because of inadequate
funds for foreign trade enterprises. For example, the
export of color television sets during the first half of
1989 by the China central electronics system was
100,000 sets less than in the same period in 1988, and in
addition, the factories had overstocks of approximately 2
million sets. Some electronic products, because of cur-
rent lack of production, have had disastrous drops in
export volume and declines in the number of contracts
completed. For example, export volume for the central
electronics system the first half of 1989 declined eight
percent compared with the same period in 1988 because
of a lack of adequate sales.

2. Export costs have risen, and the operational efficiency
of foreign trade enterprises has slipped. During the first
half of 1989, export costs in terms of foreign exchange
for the central electronics system throughout the country
exceeded the plan by $0.30, a rise of $0.38 compared
with the same period in 1988. At the same time, shortly
thereafter the value of foreign exchange was allowed to
float downward and foreign exchange to bottom out,
increasing even more the overall difficulties the export
enterprises were having compensating for their losses.

3. The franchising of color television sets affected the
domestic and foreign currency markets. In the first half
of 1989, the foreign and domestic currency market for
color television sets experienced an abnormally large
decline, a drop of 54 percent compared with the same
period in 1988. At the same time, the 1989 sales in West
Europe were heavily affected by antidumping regula-
tions that the European Common Market instituted with
respect to China’s exports of color television sets to West
Europe. '

The situation is partly the responsibility of the enter-
prises themselves and partly related to the present spe-
cial restrictions abroad.

(1) The export products mix and the market structure are
not rational. The growth ratio between consumer cate-
gory electronics and investment category electronics has
been out of balance in China for a long time. The
proportion of investment category electronics tends to be
low and seems to be continually getting lower and
gradually withering away. In the first half of 1989, the
volume of investment category electronics export prod-
ucts for the central electronics system was only 6.1
percent of the total amount of exports. After an invest-
ment category products lag in sales, the growth in con-
sumer category products will undoubtedly be restricted
and achieving stable growth of exports will be difficult.
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As for the export market, the development of total markets
in North America, Western Europe, Eastern Europe, and the
Soviet Union has not been ideal. There is too much reliance
on domestic and foreign currency markets. This is detri-
mental to spreading market risk and makes it more and
more difficult to meet the requirements for developing
electronics foreign trade. For example, in the last few years,
the biggest problem in the export of color television sets has
been a source of goods. However, the present domestically
weak market has not, in fact, given impetus to expanded
exports of color television sets.

(2) Foreign trade enterprises not only have an inadequate
number of export sales representatives, the ones they do
have are somewhat lacking in ability. Thus, it would seem
that our capacity to totally develop the international market
is limited. For example, compared with the Soviet and
Fastern Europe markets, the quality, design, and prices of
China’s electronics products are vastly superior. However,
we lack export sales representatives who are familiar with
barter trade. Whenever settling accounts through barter
trade is mentioned, we have a difficult time giving an
accurate reply. When the Soviets and Eastern Europeans
come for talks, they frequently bring up barter trade.

(3) Some enterprises lack the ability to cope with
external factors, such as the general worsening of trade
conditions on the international market for manufactured
products. This is because procedures rectifying circula-
tion and price limits on electronic products pertaining to
the domestic rise in prices have reduced the efficiency of
these enterprises in coping with unreasonable price rise
patterns. After demand has been curbed, electronic prod-
ucts become overstocked. This drives up costs and
reduces efficiency with respect to speed.

(4) The foreign trade structure stifl has not been put in
order. Implementation of policies in support of electro-
mechanical products has not been sufficient. It has been
especially true during macroeconomic retrenchment that
the needed inclination toward foreign trade has been
inadequate. For example, the stipulation by pertinéent
departments that electronics foreign trade enterprises
would have zero growth in credit has caused these
enterprises, to varying degrees, to suffer from inadequate
funds. They have been under pressure to scrounge for
grains of rice that fall from the pot. They are in the
difficult position of living between the cracks.

In view of the above situation, it is this writer’s view that
the difficulties in developing foreign trade in electronics
will increase. However, as long as we take advantage of
good opportunities and take effective measures, foreign
trade in electronics can achieve relatively large growth.

I1. Rectifying Foreign Trade Procedures, Strengthening
Regulating Mechanisms, and Improving the Basic
Infrastructure Will Create a Good Climate For
Developing Foreign Trade in Electronics.

(1) Formulating business policies to conform to develop-
ment of foreign trade in electronics and establishing a
sound and efficient system of regulation and control will
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channel the work of electronics exports onto the right
track in an orderly and systematic manner and in the
proper magnitude. First, the operational limits of the
branch companies of the central electronics system
should be properly delineated and a port system set up
for managing large quantities of electronic goods for
export. One or a small number of ports should be
designated to manage the export of products to the
United States and Europe where competition is stiff and
operational difficulties the greatest. Second, we should
institute mandatory planning for key export goods and
do a good job of controlling the quantity of exports and
their prices. : : »

(2) Boldly introducing the mechanisms of competition,
risk taking, profit, and accounting, further perfecting the
foreign trade enterprise contract management responsi-
bility system, changing the present weak contracting
situation whereby electronics foreign trade enterprises
contract for profits but not for losses will encourage
enterprises to increase their ability to meet emergencies
and to cope with external factors affecting export oper-
ating efficiency. ‘ ’

II1. Using the International Market as a Guide to -
Adjusting in a Timely Fashion the Product Mix of
Electronic Exports and the Export Market Structure.

(1) To reduce the hazards of the international market
and to expand export foreign exchange earnings, we
must continually explore the establishment of export
product mixes which are fully flexible and which can
rapidly react to changes in the international market. In
adjusting the export product mix, it is crucial to develop
a large array of new products. During the Eighth 5-Year
Plan, we must work hard to develop the production and
export of investment category electronic products. By
thus correcting China’s present imbalance between the
development of consumer category and investment cat-
egory electronic products, we will be both promoting the
export of consumer category products and giving
impetus to the export of investment category products.

(2) Industry and trade should be used in combination to
open up international markets. In adjusting the structure
of the export market, we must emphasize opening up
new regions of the international market. At present, the
new regions are the Soviet and Eastern European mar-
kets. Market adjustment is a long-term task. We must
pay close attention to market trends and step up efforts
to establish three-layered sales, service, and information
networks in Hong Kong, Southeast Asia, North America,
Western Europe, the Soviet Union, and Eastern Europe.

IV. In Adjusting Our Plans for Export Development,
We Must Give Priority To Efficiency and To Shifting
From Extensive Development to Intensive Development.

(1) We must change our strategic thinking with respect to
the electronics export trade. In recent years, the
increased losses for electronic export products and the
rise in their costs in terms of foreign exchange have
become more and more serious. To a certain extent these
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are the danger signals of “increasing impoverishment.”
Therefore, we have to shift from simply trying to
increase export trade volume to emphasizing obtaining
real comparative advantage and change the present
one-sided export situation that seeks to meet the
demands for foreign exchange. We must pay particular
attention to controlling excessive volumes of exports
which cause precipitous price drops and select the
optimum combination of export quantity and price.

(2) At present electronics export departments must pay
particular attention to learning how, with their limited
funds, to take advantage of products which have a ready
market and which earn foreign exchange at a high rate
when purchased. They must learn how, with their lim-
ited foreign exchange for imported materials, to take
advantage of products which, through heavy processing,
have their value greatly increased. This should enable
foreign exchange earning enterprises that are plagued by
severe shortages of funds, severe shortages of imported
raw and semiprocessed materials, and severe shortages
of energy to ensure that production does not collapse,
that efficiency does not decline, and that foreign
exchange earnings are increased.

Prohibition Against Internal Sale of Export Wares

900H0296A Beijing GUOJI SHANGBAO in Chinese
9Jan 90 p 1

[Article: “Foreign Exchange Administration, Ministry of
Foreign Economic Relations and Trade, General
Administration of Customs, and Bank of China Issue
Notice Prohibiting Foreign Businessmen, and Busi-
nessmen from Hong Kong and Macao From Reselling
Chinese Exports For Profit Inside China”’]

[Text] During the past two years, many instances have
occurred in some provinces and municipalities in' which
Hong Kong businessmen and Chinese trade organiza-
tions stationed abroad have imported Chinese export
commodities, not for shipment abroad, but in order to
resell them to units inside China at a profit. In order to
protect the national interest and prevent foreign busi-
nessmen, Hong Kong businessmen, and Chinese organi-
zations stationed abroad from reaping unfair gains, the
Foreign Exchange Administration, the Ministry of For-
eign Economic Relations and Trade, the General
Administration of Customs, and the Bank of China have
prepared the following regulations: .

1. All Foreign (Industrial) Trade Import-Export Compa-
nies are to strictly abide by the Ministry of Economic
Relations and Foreign Trade “Regulations on the Strict
Prohibition of All Jurisdictions and All Departments
and Enterprises From Reselling For Profit Inside China
of Chinese Export Goods Obtained Through Foreign
Businessmen, Overseas Businessmen, and Hong Kong
and Macao Businessmen,” as well as “supplementary
regulations” on the enforcement of the above regulation.
Exports sold to foreign businessmen or to official Chi-
nese organizations abroad must be shipped outside
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China. Deliveries inside China are strictly prohibited.
Banks will not handle payments to violators, and indus-
trial and commercial control units as well as tax units
will mete out punishments.

2. The Bank of China and specialized banks authorized
to handle foreign exchange transactions, as well as con-
stituent branch and sub-branch banks, are to conduct
strict checks when handling payments or collections
against export documents, and they should strictly scru-
tinize the port of origin and the port of destination for
export goods given in bills of lading. When the consignee
for Chinese exports is inside China, not only are claims
for foreign exchange or payment not to be handled, but
the matter should also be reported to the economic and
foreign trade unit and the foreign exchange administra-
tion unit at the same level, both of which are to investi-
gate and deal with the matter.

3. All economic and foreign trade commissions (depart-
ments, or bureaus) are to strengthen control over local
foreign (industrial) trading company exports. All cases in
which certain raw and processed materials urgently
imported for processing into finished products for export
are turned over for purchase inside China are to be
handled strictly in accordance with regulations con-
tained in “Notice on Regulations To Be Applied in
Figuring the Price of Foreign Exchange in Final Settle-
ments For Those Portions of Commodities Where a
‘Substitution of Imports for Exports’ Has Occurred” of
1986, and “Supplementary Notice on Regulations To Be
Applied in Figuring the Price of Foreign Exchange in
Final Settlements For Those Portions of Commodities
Where a ‘Substitution of Imports for Exports’ Has
Occurred” of 1988, both from the Ministry of Foreign
Trade and Economic Relations, and the State Foreign
Exchange Administration, and the 1989 Ministry of
Foreign Trade and Economic Relations “Notice on the
Printing and Distribution of Regulations on Problems in
Foreign Processing Businesses.”

Henan’s Silk Export Earnings Soar; Production
Expanded

900H0296A Beijing GUOJI SHANGBAO in Chinese
9Jan 90 p 2

[Article by Wen Kuan (2429 1401) and Bai Hua (4101
2901): *“Henan’s Achievements in Developing Silk
Exports Outstanding, Policies Correct, and Actions
Appropriate”)

[Text] As of the end of December 1989, the Henan
Provincial Silk Import-Export Company earned $28
million in foreign exchange from exports in a 267
percent fulfilment of plan. This was a 187 percent
fulfillment of the province’s contracted quota, and a 79
percent increase over the same period in 1988. The
company fulfitled the state assigned annual export quota
9 months ahead of schedule, and the province’s contract
quota five months ahead of schedule becoming the
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champion foreign trade industry in the whole province,
and attaining the highest standards since the company
was founded. :

The conspicuous achievements of the provincial silk
export company in earning foreign exchange from
exports is attributable primarily to the following: -

1. Improvement of political and ideological work,
strengthening enterprise cohesiveness, and fostering a
spirit of struggle in making unceasing efforts toward
self-improvement among staff members and workers.
Under leadership of the provincial CPC committee, the
provincial government and the provincial committee for
economic relations and foreign trade, company, party
and government leaders worked together closely, paying
extremely great attention to ideological and political
work during 1989. The company regularly assembled
staff members and workers to study party and state plans
and policies, and used various methods to indoctrinate
staff members and workers in patriotism, collectivism,
and socialism. They improved the political quality of
staff members and workers, and devoted attention to
solving problems in the daily lives of staff members and
workers. This greatly enhanced the mass consciousness
of staff members and workers about being masters in
their own house, of making a greater contribution to the
country, and of making the enterprise shine more,
thereby producing within the company a fine atmo-
sphere of unity and vitality, and hard work to get ahead.

2. Support from the local government and units con-
cerned enabled a straightening out of supply channels to
sources of export wares. In order to put into effect the
relevant spirit of the State Council, the provincial gov-
ernment intensified centralized administration and con-
trol over the procurement and export of cocoon silk,
organizing a provincial silkworm cocoon procurement
leadership team including members from the provincial
supervisory department, economic commission, and the
price bureau. Prefecture, city, and county governments
in major silkworm cocoon producing areas throughout
the province also set up corresponding organizations
with responsibility for guiding, managing, and coordi-
nating silkworm cocoon procurement, rigorously
cracking down on the forcing up of procurement prices
and on resales for profit, insuring that silkworm cocoon
procurement channels throughout the province were
unimpeded, that there was good order, and that markets
were stable. - C

3. Persistence in the deepening of reform, and perfection
of the contract responsibility system. Beginning in 1989,
the company’s leaders first turned their attention to the
foreign trade operations contract responsibility system,
instituting ‘labor optimization groups and calling for
contracting within the company. It contracted various
economic norms such as export guotas, cost, profit and
loss, and expense norms to individual offices and indi-
viduals, level by level, everyone thereby carrying a part
of the heavy responsibilities, and everyone shouldering
norms, each and every staff member and worker working
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hard and striving for an arousal of staff member and
worker enthusiasm throughout the company.

4. Attention ‘to quality of exports and the honoring of
contracts. Tn recent years, some units that supply goods
have slighted quality, have not honored contracts, and
have not guarded their reputations for various reasons.
In this company, however, the leaders regulated indoc-
trinated staff members and workers in establishing a
firm concept of “quality first,” and “reputation first,”
regarding as vital to the enterprise the insuring of export
quality and strictly honoring contracts. They took firm
hold on export quality with one hand and fulfillment of
contracts with the other. The handwoven tussah silk that
the company exports enjoys a reputation as the finest in
international markets, and some of its silk lining mate-
rials were awarded the Venus prize for quality at the 12th
European International Exhibition.

5. Better linking of industry and trade for a joint sharing
of risks, and joint benefits. Production enterprises play
an important role in the expansion of exports through
foreign trade, so the company always regarded produc-
tion enterprises as a powerful backstop to foreign trade
enterprises. It also made provision of good service to
production enterprises a cardinal rule, always main-
taining fine relations with production enterprises, and
entering into partnerships and cooperative ventures with
enterprises in a joint sharing of risks and joint benefits.
Foreign sale prices were revealed to industrial plants,
and industrial plants were invited to send representa-
tives to take part in discussions with foreign busi-
nessmen, and to organize joint surveys and sales promo-
tions abroad. In addition, the company was adept at
using the changing situation in international markets,
adopting flexible methods of trading through many dif-
ferent channels and in many different ways to expand
export transactions. It employed both sales promotion
teams traveling abroad, and large and small trade fairs,
going abroad and inviting people to China. It made deals
aggressively, honored contracts religiously, and strove to
expand foreign exchange earnings from exports.

6. It tapped funds potential, and devised strategies of
many kinds to get through difficult situations. When the
state tightened the money supply in 1989, the company
faced conflicts among a serious shortage of capital,
tremendous rises in prices of export commodities, and
an increase in various expenses. Facing up to the diffi-
culties, the leaders and the staff members and workers in
the company devoted efforts to tapping funds potential,
and adopted various measures to make rational readjust-
ments of the funds structure. It inventoried warehouses
selling off goods that had accumulated in inventory, took
stock of domestic and foreign accounts owed the com-
pany, and curtailed expenses, using every possible means
to raise money: It disposed of a total of 3.57 million yuan
worth of goods that had accumulated in inventory,
collected 2.5 million in domestic and foreign debts
owing, and curtailed expenses by nearly 300,000 yuan
for the whole year.
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7. Energetic expansion of the growing of mulberry to
raise silkworms, and more building of export commodity
bases. During 1989, the company devoted extraordinary
attention to the growing of mulberry for the raising of
silkworms. It worked with all its might to fulfill provin-
cial plans for an expansion of mulberry growing and the
raising of silkworms. It both consolidated old silkworm
growing areas, and also developed a new mulberry
growing and silkworm raising area along the Huang He
flats. With the energetic support of government and
leaders at all levels, it surmounted its funds and other
difficulties, and in the winter of 1990, the mulberry
growing area along the shores of the Huang He is
expected to cover more than 50,000 mu. In addition,
Xinyang, Nanyang, and Shanggiu prefectures also plan
to grow more than 20,000 mu of mulberry. These ven-
tures alone can produce more than 250,000 jin of fresh
silkworm cocoons and increase foreign exchange earn-
ings by $3 million. In 1989 alone, the company allocated
more than 1,000 tons of fertilizer, and issued 4.5 million
yuan in loans for use in supporting the growing of
mulberry and the raising of silkworms.

Fujian Province Exports More Ships

OW2602092690 Beijing XINHUA in English
0804 GMT 26 Feb 90

[Text] Fuzhou, February 26 (XINHUA)—Coastal
Fujian Province exported 19 fishing vessels, freighters,
tug boats, and special pleasure boats to Japan, Hong
Kong and Peru last year.

Three tug boats to be exported to Singapore will soon be
launched.

As one of China’s major coastal shipbuilding provinces,
Fujian can now design and produce various types of
ships over the capacity of 5,000 dwt.

“A slump in the domestic market is a good opportunity
for us to rationalize the product mix and improve quality
so that we can penetrate the world market,” a local
official said.

Meanwhile, Fujian has signed contracts with foreign
businessmen for 21 more ships.

Fujian only built ships for the domestic market and for
the Hong Kong region in the past.
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Shenzhen’s Foreign Trade Strategy in 1990

900HO0323B Shenzhen SHENZHEN TEQU BAO in
Chinese 10 Jan 90 p 1

[Article by reporter Deng Jinliang (6772 6930 5328):
“Readjust Foreign Trade Strategy and Explore Deep-sea
Market—How To Push Shenzhen’s Foreign Trade Work
to a New Level in the New Year”]
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[Text] In 1990, the nationwide improvement and recti-
fication campaign and the readjustment of the foreign
trade policy will inevitably affect to a certain degree
Shenzhen’s foreign trade work. Facing this situation,
corporation managers attending the city-wide planning
and financial work conference unanimously held that
only by correctly handling imminent difficulty, seizing
the opportune moment, turning pressure into motive
power, and vigorously readjusting foreign trade strategy
can they push foreign trade work to a new level.

It is understood that the foreign trade task assigned to
Shenzhen this year is relatively heavy. Shenzhen needs to
export a total of $2.2 billion worth of goods, an increase of
10 percent over last year. Many managers involved in
foreign trade think that the following five measures must
be taken to guarantee the fulfillment of the foreign trade
task: 1) Gradually change the situation in which foreign
trade and export rely too much on Hong Kong and give full
play to the coordinating and service functions of con-
cerned government and civilian organizations to help
enterprises vigorously expand the deep sea market which is
based on Japan, Europe, and the United States. 2) Expand
the export of locally made products, speed up the assimi-
lation of imported new technology, develop high-tech
industries, strive to improve product quality, update
designs and variety, and increase the competitiveness of
the SEZ’ [Special Economic Zones’] products in the inter-
national market. 3) Strengthen the building of export bases
including bases for fresh and live commodities and make
special efforts to vigorously establish together with inland
units bases for raw materials and export goods. 4) Vigor-
ously readjust export product mix and strive to develop the
production and export of machinery and electronics prod-
ucts and other products unaffected by the readjustment of
foreign trade policy. 5) Gradually establish a system to
issue the certificate of origin for export commodities,
strengthen product quality inspection, honor contracts,
deliver goods on time, and establish the international
reputation of the SEZ’ enterprises and products.

Many managers also mentioned that to overcome diffi-
culties, first one must be in good mental condition.
Leading cadres, in particular, should build confidence
and guide the broad masses of workers to vigorously and
voluntarily do a good job in their work. Only by so doing
can they guarantee that Shenzhen’s foreign trade work
will continue to maintain the fast development speed
and successfully fulfill this year’s plan and target.

Shenzhen’s Economic Goals for 1990

900H03234 Guangzhou NANFANG RIBAO in Chinese
15Jan 90 p 1 ~

[Article by reporter You Yanling (3266 7159 0407):
“Shenzhen’s Economy Will Ascend to a New Level”]

[Text] After making fresh development in the export-
oriented economy in 1989 and along with the continuous
and steady growth of the national economy, Shenzhen
Special Economic Zone (SEZ) will unswervingly do a good
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job in the reform and the open policy, vigorously study
concrete measures for further opening up, absorb more
foreign capital, advanced technology, and managerial expe-
rience, and expand foreign trade and economic and techno-
logical exchanges in a more effective manner. This was
announced at a recent municipal planning meeting.

Shenzhen’s total industrial output value was 11.5 billion
yuan in 1989, an increase of 29.5 percent over 1988, of
which the output value of exported industrial products
reached 6.9 billion yuan, an increase of 45 percent. Its
proportion in total industrial output -value rose from
53.5 percent in 1988 to 60 percent in 1989. The gross
value of agricultural output was 240 million yuan, an
increase of 12.7 percent. The gross value of export trade
was $2 billion, an increase of 8.1 percent. A total of 720
new contracts were signed with foreign investors, an
increase of 3.7 percent. Agreements involving the use of
$500 million were signed, an increase of 4.2 percent.

It was revealed that Shenzhen’s total industrial output value
is planned to reach 13.5 billion yuan, an increase of 17.4
percent. Its total agricultural output value will reach 270
million yuan, an increase of 12.5 percent. The total output
value of exports will reach $2.2 billion, an increase of 10
percent. The actual amount of foreign capital used will reach
$550 million, an increase of 25 percent. To realize this
year’s economic plan and target, Shenzhen City decides to
readjust economic structure, consider the development of
export-oriented and technologically advanced industries as
its main goal, emphatically develop especially those “enter-
prises with three capital sources” which are highly export-
oriented, have better economic returns, cause little pollu-
tion, and consume little energy, and make the industrial
products of the SEZ more competitive in the international
market. In the meantime, the SEZ will vigorously carry out
infrastructure construction, especially such key projécts as
airports, Yantian port, railway stations, and three thermal
powerplants, and further improve investment environment.
In addition, Shenzhen will also sponsor a variety of talks
and fairs and volunteer to make proposals to vigorously
absorb foreign funds. At the same time, it will also vigor-
ously utilize loans provided by foreign governments and
international financial organizations.

While vigorously promoting the export-oriented
economy, Shenzhen will continue to reduce capital con-
struction in 1990. The' scale of capital construction
projects arranged for this year is 22.3 percent smaller
than last year’s. In addition, it will carry out the “double
increase and double economy” campaign to funnel all
funds into the development of production.

Shenzhen To Set Up Enclosed Industrial Zone

900H0323C Guangzhou NANFANG RIBAO in Chinese
17Jan 90 p 1

[Article by reporter Li Tongbo (2621 6639 3134): “Shen-
zhen Will Build Futian International Industrial Village
Which Will Be Completely Enclosed and Financed
Solely With Foreign Capital”] »
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[Text] According to the Shenzhen City government,
Shenzhen City has decided to establish in line with
international practice a completely enclosed “Futian
International Industrial Village” in Shenzhen SEZ [Spe-
cial Economic Zone] and allow only foreign investors to
set up factories financed with their own investment.

This industrial village is located to the west of recently
opened Huanggang port, overlooking the New Territory
of Hong Kong across a river. It covers an area of 1.67
million square meters. It is a special industrial zone
completely enclosed with wire fence. Enterprises set up
in here must be technologically advanced, capital-
intensive, and wholly owned foreign enterprises. All of
their products must be exported. Industrial workers are
estimated at 80,000. According to international practice,
the Shenzhen City Government will set up an adminis-
trative affairs management commission to act as a pleni-
potentiary of the Shenzhen City Government to take
care of everything from coordinating with customs to
border inspection, industrial and commercial depart-
ments, taxes, commercial inspection, environmental
protection, and public security. All vehicles, personnel,
and materials for production and daily use passing
through this area are allowed to enter the industrial
village without having to go through Huanggang port. In
addition to all special policies currently in effect in the
SEZ, foreign investors will enjoy a series of preferential
policies and special measures adopted by the Shenzhen
City Government in this industrial village.

At present, the land requisition of the industrial village
has been completed. The general plan has been formu-
lated and approved. All pre-construction preparations
have been completed and construction will start right
after the Spring Festival.

Shandong Economic Zone Develops
Export-Oriented Economy

SK2602093890 Jinan Shandong Provincial Service in
Mandarin 2300 GMT 23 Feb 90

[Text] Since 1988, when the State Council designated six
cities of Shandong Peninsula as an open economic zone,
the zone has made noticeable achievements in devel-
oping the export-oriented economy. So far, the zone has
approved 323 contracts on utilization of foreign capital.
These contracts involve $322 million. The zone has
gradually expanded the scale of using foreign capital
principally from Asian countries to more than 20 coun-
tries and regions, such as North America, West Europe,
and Oceania. The structure of using foreign capital tends
to be rational.

Of the Sino-foreign joint ventures, cooperative enter-
prises, and wholly foreign-funded enterprises that have
been approved, more than 91 percent are productive
projects. The majority of the established enterprises of
these categories earned profits and struck a balance
between foreign exchange earnings and expenses. Many
of their products have entered the international markets.
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The zone export commodity structure has further been
optimized. Last year, the export volume of the zone’s
finished industrial products accounted for more than 80
percent of the total value of products purchased for
export. Of this, the export volume of Zibo City’s finished
industrial products reached 94 percent. The zone has
made new headway in developing foreign exchange-
earning agriculture. Twenty-one of the 44 counties,
cities, and prefectures under the jurisdiction of Shan-
dong peninsula purchased more than 100 million yuan
worth of products for exports last year. Of this, some
counties and cities, including Rongcheng, Wendeng, and
Jimo, purchased more than 200 million yuan worth of
export products. Along with the development of foreign
exchange-earning agriculture, enterprises engaged in pro-
duction of export products are springing up vigorously
among counties, cities [shi], and districts. The counties,
cities [shi], and districts under the jurisdiction of
Qingdao City have more than 500 enterprises engaged in
production of export products.- Some 500,000 rural
laborers are engaged in the production of export prod-
ucts. There are 24 categories of export products and
more than 250 varieties of export products. The zone
exports its products to 5 continents and more than 80
countries and regions in the world.

Shanghai ‘Silicon Valley’ Attracts High-Tech
Firms

HK2702131390 Beijing CEI Database in English
27 Feb 90

[Text} Beijing (CEI)—The Shanghai Caohejing hi-tech
park is trying by every means to construct a Chinese
“silicon valley” in the ‘city, sources here said over the
weekend. '

Of these means, the most important is to attract both
domestic and overseas enterprises enjoying high and
newly developed technologies to settle down in the park.

In 1989 nine Sino-foreign joint ventures with more than
$60 million of overseas investment were approved to
establish in the park.

So far the number of joint ventures has totalled 17 in the
park, which involve an investment of $210 million
including $106 million from overseas investors.

This has also brought the number of hi-tech firms within
the park up to mo"re than 60.

The park registered 1.84 billion yuan in total industrial
output value and $32.13 million in export value in 1989.

Approved to be set up in June 1988 by the State Council,
the park offers preferential policies for hi-tech firms.
Power and gas supply, communications facilities and
waste water equipment are available in the park.
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Stock Exchange Considers Shenzhen Link

HK2802031590 Hong Kong SOUTH CHINA
MORNING POST (BUSINESS POST) in English
28Feb90pp 1, 3

[By Ian K. Perkin]

[Text] Hong Kong Stock Exchange is looking for “fruit-
ful co-operation” between itself and the planned Shen-
zhen Stock Exchange when the mainland exchange
finally gets under way, probably later this year.

The deputy chief executive of the Hong Kong exchange,
Miss Susan Selwyn, told a seminar on stock exchange
regulations yesterday that the local exchange was con-
centrating on internationalising its operations.

She attacked critics of the local exchange, including the
media, who too readily found fault with its operation
and its regulatory role.

“Over the next few years Hong Kong will be concen-
trating on further internationalising its stock exchange as
well as enhancing its attractiveness from the domestic
point of view,” she said.

“The Shenzhen Stock Exchange will be opening in the
second half of this year and the possibilities of fruitful
co-operation sometime in the future are absolutely enor-
mous.

*“Our main emphasis for the time being, however, will be
consolidating our position with other leading markets by
adopting internationally accepted practices,” she said.

“Realistic rules go a long way towards facilitating this
important process.”

Miss Selwyn said it was necessary for the exchange to
ensure that the new issue market was readily accessible
to all those seeking capital and that the requirements to
be met encouraged rather than inhibited suitable com-
panies from listing.

But she indicated that too many people were too willing
to denigrate the local share market.

“It is important to take note of standards and access to
capital in other markets, but there is tendency by some at
the moment to latch on to rather flimsy statistics to
create a spurious case for Hong Kong being a decreas-
ingly attractive place to list,” she said.

“The press sometimes, inadvertently I am sure, supports
this tendency with, for example, the recent suggestion
that some of our blue chips were about to move out and
list in Singapore, which was simply not true.”

She said Hong Kong’s economic strengths were well
known and now that the Basic Law had been released it
had, one way or the other, reduced the level of political
uncertainty.
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“We are in conventional terms one of the top-grade
financial centres and our stock market is completely
open compared with others in the region,” she said.

“We have no nationality restrictions on membership or
company ownership. Companies come here because of
Hong Kong’s strengths.

“We don’t fetter them with regulations that prevent
them listing elsewhere and 1 would like all the good
points about Hong Kong to be in the headlines above
everything else,” she said.

Miss Selwyn’s remarks came as the Hong Kong Bank
economics department issued a report on the Hong Kong
market suggesting that political and economic factors
would continue to affect trading in the market this year.

“The performance of the Hong Kong stock market in
1989 was quite disappointing, largely due to the great
perceived risk of investing in Hong Kong in the after-
math of events in China during June 1989, the report
says.

“With economic growth expected to be sluggish this
year, share prices are likely to be overshadowed by the
prospects of lower corporate profit growth in the coming
months.

“However, the low rating of Hong Kong shares means
that the downside risk appears to be relatively low.

“With the longer term prospects for the local economy
remaining promising, the better managed companies
represented in the local stock market should offer good
long-term investment opportunities,” the report says.

“The performance of share prices will continue to be
affected by uncertainties and may well be volatile in line
with a higher level of volatility on world financial
markets.

“Risk management should therefore be given more
prominence in making investment decisions,” it adds.

Shandong’s Jinan Designated as Open City

HK?2802123790 Beijing CEI Database in English
28 Feb 90

[Text] Beijing (CEI)—The State Council recently
approved Jinan City, capital of Shandong Province to be
one of the open cities, authoritative sources disclosed
here recently.

The new approval entitled the city with all the preferen-
tial policies exclusively enjoyed now by the Yangtze
River and Zhujiang River Deltas, Xiamen, Zhangzhou
and some other coastal open cities.

Now nearly all the industrial cities of Shandong Province
have been included in the open city list, namely
Qingdao, Yantai, Weihai, Zibo, Weifang and Rizhao
and the capital city Jinan.
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Licenses To Limit Labor Influx Info Cities

HK0602021690 Beijing CHINA DAILY in English
6Feb90p 1 ,

[By staff reporter Wen Jia: “Licences Will Limit
Labourers in Gold Rush”]

[Text] The influx of rural labourers into cities is expected
to ease considerably this year, as a result of intensified
government controls, officials said in the Chinese cap-
ital.

Vice-Minister of Labour Li Peiyao told China Daily
yesterday the government will issue licenses to rural
workers allowed to enter the cities. Rural workers
without licences will be banned from working in urban
areas.

The labourers will be encouraged to employ themselves
in a diversified rural economy and help increase agricul-
tural production that has been in stagnation for several
years, he said.

The measures are mainly aimed at preventing a mass
exodus of rural labourers from further burdening the
already overcrowded urban labour markets. This is to
ensure social stability in the country. ‘

“It’s time to cool down the over-heated transfer of rural
labour to urban areas,” said Li.

A year ago, millions of rural people headed for cities ina
surprise “gold rush” soon after the 1989 Spring Festival.
They were looking for good jobs and good money. But
the unemployment rate in urban areas had risen to about
three percent by the end of last year.

Li said the rush resulted from the economic over-
expansion, the target of the current austerity campaign.

“The situation this year will be better, anyway,” Li said,
for the nation is experienced and the cities “well-
prepared.”

Despite the general retrenchment, urban enterprises
such as coal mines, textile factories and cleanup teams
need rural labourers. Many urban people shun such jobs.

Li said every rural labourer must seek licences from the
labour department before he can be employed in the city
this year. Rural people also need temporary residency
certificates issued by public security departments.

And official supervision over the labour markets will
also be tightened.

However, local government leaders, especially in such
provinces as Sichuan, already burdened by surplus
labourers, must make every effort to pursuade farmers to
stay home.
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Li is leaving Beijing for Sichuan, Hunan, Hubei prov-
inces and the Guangxi Zhuang Autonomous Region later
this month to promote the measure. The bulk of the mass
exodus last year originated from these regions.

The basic solution for the labour problem is to increase
production, he added.

Several million people left city jobs, and returned to the
countryside last year as the government pressed its
austerity programme. Li said some of them are doing
well in agriculture now.

JPRS-CAR-90-019
8 March 1990

In Shandong Province, 80,000 builders are contracted to’
work on a large water conservation project after
returning home from cities. Returned farmers in Zhe-
jiang Province are back to working the land.

In addition to farming, Li said, farmers are also working
in local trades and services.

Private family enterprises flourished to more than 200,000
in Huaiyin, Jiangsu Province last year, employing about one
million people; while many returned peasants in Tunliu
County of Shanxi North China, would like to open food and
fruit stalls in local towns.
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Family Planning Minister Terms Work ‘Difficult’

OW1302073590 Beijing XINHUA in English
1543 GMT 12 Feb 90

[Text] Jinan, February 12 (XINHUA)—Peng Peiyun,
minister in charge of the State Family Planning Com-
mission, said today that this year’s birth control work in
China will focus on reducing the birthrate in rural areas.

China has made outstanding achievements in population
control, but the work is still difficult, she said,, adding that
in the first year of the 1990s, China will take more effective
measures to implement family planning policies.

Speaking at a national family planning conference,
which opened in Taian City in Shandong Province
today, Peng said the birthrate on the Chinese mainland
last year was 20.83 per thousand, and natural population
growth rate was 14.33 per thousand. China’s net popu-
lation increase in 1989 was 15.77 million.

The baby boom will continue through the new decade in
China.

Peng Peiyun outlined this year’s population control
tasks—to make greater efforts to strengthen work at the
grassroots, improve the family planning target responsi-
bility system, put emphasis on reducing the birthrate in
rural areas, improve the work of familiarizing people
with family planning policies, take further legal measures
to control population growth and coordinate family
planning work between different departments.

Jiang Zemin, Li Peng Stress Family Planning

OW1402105190 Beijing XINHUA in English
0852 GMT 14 Feb 90

[Text] Beijing, February 14 (XINHUA)—China’s senior
party and government leaders have urged all social
sectors to put more effort into family planning.

In a joint letter written to participants in a national
family planning conference here yesterday, Jiang Zemin,
general secretary of the Communist Party of China
(CPC) Central Committee, and Premier Li Peng stressed
that the practice of family planning is the basic national
policy in China.

China expects another population boom in the early
1990’s. If no effective measures are taken to control the
population growth, China will witness even greater dif-
ficulties in its modernization drive and efforts to
improve people’s living standards, the letter says.

Jiang and Li urged party committees and governments at
all levels to enhance leadership, organize people to
disseminate family planning policies and raise the
quality of the population.

The two leaders called on the participants in the confer-
ence to highten their understanding of party policies, rely
on the masses and promote the family planning drive to
a higher level.
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Analysis of Grain Price Reform in Yulin City

900HO0187A Beijing NONGYE JINGJI WENTI
[PROBLEMS OF AGRIC ULTURAL ECONOMY] in
Chinese No 11, 23 Nov 89 pp 44-47

[Article by Cao Jianjun (2580 1696 6511), of the State
Price Bureau Price Research Institute: “Problems and
Solutions in Grain Price Reform—an Investigation and
Analysis of the Reform of the Grain Purchasing and
Marketing System in Yulin City, Guangxi”]

[Text] The grain price reform is making little progress,
and no real breakthrough has been made so far. Not only
has the reform failed to establish a pricing mechanism
backed by the market, but its effectiveness in readjusting
the irrational pricing system is also diminishing. How
can the reform deadlock be broken? With that question
in mind, we conducted an investigation of the reform of
the grain purchasing and marketing system in Yulin
City, Guangxi Zhuang Autonomous Region.

1. Reform Ideas and Implementation Plans

The reform of Yulin City’s grain purchasing and marketing
system is a reform experiment drafted by the former CPC
Central Committee Rural Policy Research Office and
approved by the Yulin Municipal Government. It is
expected to rationalize the grain production and manage-
ment mechanism by linking purchasing with marketing
and turning hidden subsidies into open subsidies.

In the grain price reform, the following principles are
being followed: First, it is necessary to change the
production and management mechanism and act
according to the law of value; that is, to achieve a balance
between grain production and consumption and realize
the exchange of equal values. Second, it is necessary t0
eliminate the corrupt practices in grain production and
management and, through the reform, achieve certain
major goals, including increased grain production,
improved purchasing, reduction or elimination of losses,
and reduced grain consumption or sales. Third, the
hidden subsidies should be turned into open subsidies
without increasing or reducing the overall state subsidies
for grain purchasing and marketing. Fourth, in the
course of the reform, consideration should be given to
the interests of all concerned. Specifically speaking, the
peasants’ income should be increased through price
readjustments; the changes should be kept at a level
tolerable to the financial departments at various levels
and the enterprises; the living standards of urban resi-
dents should be guaranteed to not drop lower; and
market prices should be kept relatively stable.

The entire reform plan is to be carried out in three steps.
First, while retaining the purchasing and marketing
quotas, initial actions should be taken to rationalize the
purchasing and selling prices and improve the pur-
chasing and marketing subsidies. Second, while retaining
the subsidies, quotas will be abolished, and prices will be
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decontrolled. Third, all grain subsidies and other living
allowances will be incorporated in basic wages or enter-
prise production costs so that they will be absorbed and
assimilated gradually and ultimately disappear naturally.

At present, Yulin City is in the first step of the reform
plan, which mainly consists of the following: (1) Raising
grain purchasing and selling prices. The purchasing price
of the No 3 paddy rice, which is used as a standard, is
raised from 19.59 yuan to 22 yuan per dan. The prices of
other varieties are readjusted according to the existing
price differences. In addition, the “three link” policy on
grain purchase contracts [the policy of linking the pur-
chase of grain under contracts to the supply of chemical
fertilizers and diesel oil at fixed prices and of paying for
the purchase in advance—JPRS] is equivalent to a price
difference of about 6 yuan. Thus the peasants actually
get 28 yuan for every 50 kg of grain. The selling price of
the Biao 2 rice, also used as a standard, is raised from
13.90 yuan to 40 yuan per 50 kg. (2) Reforming the
subsidy system. The former hidden subsidies are turned
into open subsidies. As an award for overfulfilling state
purchase quotas, peasants may choose either material
goods or the difference between the list price and the
market price. Of the price difference of urban residents’
grain rations (0.522 yuan per kg), the autonomous region
will pay a unified subsidy of 0.2298 yuan per kg. The
remaining 0.2922 yuan per kg will be borne by units at
various levels. Administrative units and establishments
will subsidize their workers and staff members. Enter-
prises will subsidize their workers and staff members,
and the subsidies will be included in their production
costs. Individual households enaged in industrial, com-
mercial, and other operations are treated as enterprises.
Of the fixed quotas of grain marketed in rural areas, the
price difference will be subsidized by the municipal
finance department.

The reform plan was put into effect on 1 April 1988.

I1. Evaluation of Results

The reform of the grain purchasing and marketing
system involves a readjustment of the interests of the
state, enterprises, residents, peasants, and others. The
reform’s positive effects include mainly the following: 1)
By raising the grain purchasing prices, the peasants’
income has increased by more than 2 million yuan
within a year. 2) The phenomenon that the state grain
purchasing price exceeded the selling price is corrected.
3) By raising the selling price of grain, sales have
dropped. As the records show, the amount of grain sold
between April and December 1988 was reduced by
820,000 kg from the same period a year ago, and the
grain departments saved 1.86 million kg from the tar-
geted amount of grain for rationing. 4) Subsidies which
used to be paid by the state alone are now borne
separately by units at various levels, and the overall
impact has thus been reduced. The subsidies paid by
enterprises amount to 0.88 percent of total costs, and for
commercial enterprises, they amount to one percent.
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However, the reform is adversely affected by changes in
the economic environment, particularly the sharp rise in
grain price caused by natural disasters, and to a very
large extent the positive results produced by the reform
are canceled out. First, the risé in market grain price has
again disrupted the just-rationalized price relation.
According to the original plan, the problem of the state
purchasing grain at a higher price and selling it at a lower
price was solved (the state price was raised to just slightly
under the market price), and the “three link” policy on
grain purchase contracts also added to the income of the
peasants. The state purchase price and the market price
were thus basically brought into line. However, when the
market grain price rose to 2.40 yuan per kg, the price
relation returned to the irrational former state, only at a
higher level. Second, the readjusted state purchase price
is still relatively low, not enough to arouse the peasants’
enthusiasm to increase grain production and sell more
grain to the state. Calculated on the grain year of
Guangxi Autonomous Region, the total grain output of
Yulin City dropped by 64,798 tons, or 17.54 percent,
and 4.78 percentage points more than the 12.76 percent
drop of the autonomous region as a whole. Grain pur-
chased by the grain departments in 1988 also dropped by
2.69 million kg, or 6.6 percent, from the previous year,
and grain purchased at negotiated prices dropped by
3.865 million kg. Third, the generally rising prices and
costs of other trades in the past year also seriously
hampered the grain price reform. According to the
reform plan, grain purchasing and selling prices are
linked, and the selling price should be higher than the
grain departments’ operating costs. It means that at a
purchasing price of 22 yuan per 50 kg and at a 70 percent
production rate from unprocessed grain to husked rice,
the theoretical selling price of the rice should be 35.20
yuan, and at an actual selling price of 40 yuan, a
difference of 4.8 yuan can be gained. However, the grain
departments are obligated to meet a base figure in
supplying food grain at fixed prices. As the population
grows, it is inevitable that an increasing proportion of
grain purchased at negotiated prices will have to be sold
at the lower fixed prices. In addition, the transportation
and miscellaneous expenses, interests, wages, enterprise
management expenses, and other expenditurss in the
grain operations are also increasing. Thus the grain
departments are losing more money each year in sup-
plying grain at fixed prices. In 1988, they lost 4.49
million yuan, a 62.68 percent increase over the 2.76
million yuan loss in 1987. :

Besides, there are also frictions in practical work. First,
subsidies are not always paid on time. The Guangxi
Autonomous Region granted an additional experimental
risk fund of 1 million yuan to Yulin City in support of
the reform of the city’s grain purchasing and marketing
system, but the fund has not yet become available. Yulin
City’s yearly grain price subsidies for residents should be
disbursed in two installments, one in March and April
and the other in September and October. But, because
the banks tightened the money supply, the grain depart-
ments ran short of funds and only began to prepare to
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pay the first instalment in April. Second, the burdens on
the finance departments, enterprises, and residents have
actually become heavier. The Yulin prefectural finance
department pays 2.97 million yuan each year as subsi-
dies to its workers and staff members. The enterprises
have to increase their subsidies to workers and staff
members by 2.67 million yuan a year, which puts a
rather heavy burden on the less profitable and losing
enterprises. As to the residents, because the standard
rice, on which the subsidies are based, is hard to get,
many have to spend more money to buy better-quality
rice. Moreover, since the beginning of the reform, grain
rations are supplied on a monthly basis, and one month’s
rations cannot be transferred to the next month. In the
last year, because of reduced local grain production,
flour and corn were brought in from other areas, which
changed the original 70 percent-rice grain supply pat-
tern, and the people were complaining. Third, the grain
markets in neighboring areas feel the impact. Yulin
City’s reform has not caused the market grain price to
rise in neighboring areas, but as grain purchase is a
function of local governments, the reform in Yulin has
indeed increased the financial pressure on the neigh-
boring areas. Guixian County is bordering on Yulin City.
To prevent peasants from selling grain to Yulin City,
where the price is higher, the department concerned in
Guixian County, while keeping its grain purchase price
unchanged, has been paying the peasants an additional
2.41 yuan per 50 kg as a reward, which is only a disguised
form of a purchase price hike. The increased expenditure
is charged to the account of the county grain department.
In 1988, the county paid an additional 1.6 million yuan
for this purpose.

An analysis of the above-mentioned conditions shows
that Yulin City has paid a fairly high price for the reform
of the grain purchasing and marketing system, but has
failed to achieve the desired results. The most important
is the failure to rationalize the pricing system, and also
the failure to lay the foundation of a unified regulatory
mechanism for the grain market. On the contrary, the
side effects occurring in the reform have made the work
even more difficult for the future, and still higher prices
must be paid to pursue the reform further in depth. The
entire work is in a dilemma, unable to advance and
impossible to retreat.

II1. Analysis of Conditions Relevant to Grain Price
Reform

The reform of Yulin City’s grain price and purchasing
and marketing system has suffered setbacks. The reasons
include the influence of outside factors as well as short-
comings of the reform plan itself. In the formulation and
implementation of the reform plan, attention was not
paid to the relevant conditions which are essential for
the success of the grain price reform. The conditions are:

1. Basic stability of market prices should be maintained.
This is a basic prerequisite for rationalizing the grain
pricing system. The extent to which the grain purchasing
and selling prices were raised in the reform plan was
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determined according to the market prices at that time.
As the first step to rationalize the prices, the purchasing
and selling prices of grain should be kept stable for a
period of time. The sharp rise of the market prices broke
the equilibrium that had been achieved among market
prices, supplies, and demands, rendering the reform plan
useless, giving false hopes to both producers and con-
sumers, causing new problems for the finance depart-
ments, and putting the reform program in a predica-
ment.

2. There are three aspects to rationalizing the grain
pricing system. First, the phenomenon of purchasing at a
higher price and selling at a lower price must be changed.
Second, the planned prices should basically level with
the market prices, and their changes should be effectively
coordinated. Third, after the reform of the grain pricing
system, the peasants’ income from growing grain should
be basically equal to that of other trades.

The first, the phenomenon of purchasing at a higher
price and selling at a lower price, is the accumulated
result of state policies over a long period of time. To
change this phenomenon, it is necessary to reduce or at
least not increase the state subsidies, finding other ways
to pay new subsidies. In Yulin City, subsidies are paid by
units at various levels, rather than by the state.

The second is a question of how to handle the double-
track price system. The double-track price system is
characterized by market prices being in the lead. Market
prices actually control the earnings of the grain pro-
ducers, and thus have a bearing on the result of the grain
price reform. If the market prices are rising rather
quickly and continuously, the planned prices for various
reasons are bound to fall behind, causing the two to
become out of balance and the failure of the reform.
Yulin City’s reformers think that the current market
prices (1.80-2.00 yuan per kg) can stabilize the grain
market and arouse the peasants’ enthusiasm to grow
grain, but it is simply impossible to readjust the planned
prices by such a big margin.

The third refers to a comparison of earnings. At present,
owing to irrationality of China’s price system, produc-
tion structure, and management structure, the earnings
of grain producers have always been lower than those of
other trades, and it is very difficult to close the income
gap between different trades by relying on prices alone.

The above-mentioned three aspects are all indispensable
conditions for rationalizing the price system. Failure to
achieve a proper balance in any of the three aspects will
in time lead to a return of the irrational state of the price
system on an even higher level.

3. Whether the price mechanism can regulate the grain
market depends mainly on whether the prices can acheive
a balance between supply and demand and between var-
jous interests. Judging China’s realities, better social and
economic results can only be achieved by raising prices.
A lowering of grain prices will deal a serious blow to
production, undermine the economic foundation, and
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cause an enormous waste of grain. But how much should
grain prices be raised? It seems that it should first make
the income from growing grain equal to or more than
income from growing industrial crops and even indus-
trial work or sideline production, and it should make the
grain prices at country fairs equal to or lower than the
state grain purchase prices, so that the double tracks of
prices will merge naturally into one; second, it should be
tolerable to state finance departments at various levels;
and third, it is necessary to insure that the enterprises
and residents can withstand the grain price hikes. If these
three conditions are not met, the effect of the price hikes
will quickly be offset by various unfavorable factors.

4. Consideration should be given to the ability of all
concerned to tolerate price hikes. This involves the state
finance departments, enterprises, and residents. In the
past, the state alone paid huge amounts of subsidies for
the production, management, and consumption of grain.
As production grew, so did the amount of subsidies. Not
only was the state unable to bear the burden indefinitely,
but it also made ineffective the regulatory function of the
market mechanism. This situation must be changed;
however, forcibly changing the situation in a short
period of time can also cause inordinately great eco-
nomic shocks. In the reform, enterprises are requested to
bear a part of the financial burden (industrial support for
agriculture). The problem is, the different performance
levels of enterprises will make it difficult to determine
the subsidies each should actually be paying. Also,
adding subsidies to costs will encourage cost-propelled
price hikes, and the burden of rising prices will ulti-
mately be borne by the entire society. It is, therefore, not
suitable to raise prices by a rather large margin. The
residents’ interests are the most vulnerable. Though they
will be given subsidies when prices go up, experience has
shown that subsidies can never keep pace with price
hikes. Therefore, as our wages are low, the extent to
which prices can be raised must be even more strictly
controlled. Otherwise, people in various circles not able
to handle the high prices are bound to complain. Obvi-
ously it is no easy task to properly coordinate the
abilities of all the parties concerned.

S. It is necessary to properly handle the relationship
between the overall interests and local interests and pay
attention to eliminating the undesirable impact of local
experiments, At present, the unified national market has
a rather strong influence on the local markets. First,
changes in the national grain supply and demand situa-
tion will have a most important influence on the grain
prices and supply and demand of local areas in future
years. Second, the transfer of grain from grain-producing
or grain-rich areas to grain-deficient areas by forcible
administrative means in quantities and at prices not
restrained by market forces is in fact a unified market
operated by the government. In the course of the eco-
nomic reform, especially since the localities assumed
responsibility for their own finances and the peasants
acquired a new status in production, the above-
mentioned relation has changed somewhat. The national
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situation still has a decisive influence on the local areas,
but the changes it may cause tend to be exaggerated.
When supply falls short of demand, the shortage may be
exaggerated in people’s minds, and when supply exceeds
demand, people may get the false impression that the
market is glutted. At the same time, with the localities
assuming responsibility for their own finances and grain
purchasing price exceeding selling price, it has become
more difficult for the national market to regulate grain
supplies. There is a general tendency in the localities to
oppose the blockade by the unified market, and the
peasants have acquired some rights to make their own
decisions on how much to produce, whom to sell to, and
how much to sell. When economic actions are governed
by the principle of producing what is most profitable,
they are bound to cause changes in local production
structures, price levels, and commodity flows, and, as a
result, the local changes will affect the overall situation.
Local experiments often take the lead in raising prices to
attract commodities from nearby markets, which wili
lead to economic frictions and market blockades
between areas. Therefore, the impact of Yulin City’s
reform experiment on neighboring areas has been the
focus of people’s attention all along. It was difficult to
design for the plan a fairly satisfactory set of policies and
measures to deal with this possible problem.

The above analysis shows the more important conditions
required by the grain price reform. It is perfectly under-
standable that catalyzed by the external cause of the
sharply rising market prices, the shortcomings of the
plan have become all the more prominent and offset the
positive effects of the reform.

IV. Lessons From the Reform

Yulin City’s experiment on reforming the grain pur-
chasing and marketing system has provided valuable
lessons for further reforms.

1. The regulatory function of the market mechanism must
be used properly. It is not true that the market mechanism
can play its regulatory role and make society accept the
result of its regulation under any conditions. In reforming
the grain prices, attention should be paid to two basic
requirements. First, a basic balance between market supply
and demand is needed. When supply and demand are out of
balance, there should be appropriate remedial measures.
Second, it is necessary to proceed from the realities and
avoid major changes to the existing interest relations. If the
reform causes too much loss to some people, it is bound to
run into roadblocks and end up in failure. Therefore, there
should be no large changes in prices as well as the supply and
demand situation. Under no circumstance should the func-
tion of balancing grain supply and demand be rashly and
completely turned over to the market. It is still imperative to
continue necessary administrative interventions and finan-
cial subsidies to guarantee basic grain supplies for residents
and protect the interests of producers and consumers.

2. It is necessary to actively implement the effective ways
to stabilize the grain market and also explore new ways.
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The first is to improve the management and efficiency of
the grain departments to save circulation expenses. The
second is to improve the monopoly of the means of
agricultural production to guarantee market supplies at
reasonable prices. The third is to establish various forms
of grain markets, including spot markets, futures mar-
kets, and futures contract markets.

3. It is necessary to set up a special grain regulation fund
to keep market fluctuations under control. The fund will
be used mainly for: (a) paying a fixed amount or propor-
tion of losses suffered by the grain departments, which
will be repaid; (b) paying grain transportation and
storage expenses; (c) meeting additional needs for funds
by the grain departments to buy more grain or sell grain
in large quantities during specific periods; and (d) paying
the necessary expenses for intervening in the grain
futures markets and grain purchase contract markets.
The fund can raise money from different sources. It can
be reform experiment risk funds appropriated by the
government, or a part of the subsidies originally
intended for the grain departments, or, within a certain
limit, funds raised in society.

4. To regulate and control the markets, the government
should do a good job in building basic market facilities,
such as trading facilities; laying down market trading
rules, for example, trading scope of limits and varieties;
examine the qualifications of traders and inspect and
supervise transactions; collect market information and
give guidance; and so on.

In short, Yulin City’s reform experiment has shown that
it is imperative to have an effective way to coordinate
the plan with the market. The way out lies in cultivating
and developing the market on the basis of available
conditions, to enable the market to maintain relative
stability while playing a good regulatory role so that the
reform will achieve the desired goals.

Gradual Centralization of Xinjiang’s Rural
Economy

900HO02784 Urumgqi XINJIANG RIBAO in Chinese
2Jan 90 p 2

[Article by Correspondent Yan Ming (0917 2494): “How
Can Rural Reform Be Deepened?— Autonomous
Region CPC Committee Department of Agriculture and
Industry Director, Xu Zhensheng (4958 2182 5116),
Replies to Correspondent’s Questions™]

[Text] [YAN MING] In the process of carrying out the
spirit of the CPC Committee’s 5th Plenary Session, how
can the deepening of rural reform be sustained and the
stability, continuity, and seriousness of rural policies and
. agricultural policies be maintained to accelerate the
development of farming and animal husbandry?

[Xu Zhensheng] Practice during 10 years of reform in the
autonomous region has demonstrated that diverse forms
of production responsibility systems, of which family
output-linked contracting is the main one, were in
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keeping with the level of development of productivity in
Xinjiang’s rural villages and pastoral areas, and that they
played a major role in bringing about 12 consecutive
years of bumper harvests in the autonomous region’s
agriculture and animal husbandry. Today, they still
possess exuberant vitality. Nevertheless, family output-
linked contract responsibility systems are by no means
the epitome of perfection; there is still need for their
improvement and perfection. As a result of failure to
understand completely their limitations in the process of
promoting large scale contracting during the early period
of reform, the “unity” aspect was neglected, the collec-
tive economy was weakened, and the masses’ concept of
a collective economy and a cooperative economy was
watered down. Secondly, reform and development were
sundered, attention directed only to reform without
paying attention to investment. As a result, the state’s
percentage of investment in agriculture declined year by
year. Third was insufficient maintenance of policy con-
tinuity and stability. Many policies were changed even
before they had been truly applied, and this dampened
peasant enthusiasm. All the above are problems that
must be perfected and solved in the deepening of rural
reform. For the near future, rural reform can only tap
more of the potential within rural villages.

In view of the realities in Xinjiang, what is the overall
guiding thought in the deepening of rural reform?

[Xu Zhensheng] The overall guiding thought is adher-
ence to the party leadership, adherence to a socialist
orientation, and a stable and perfected two tier operating
system in which the family output-related contract
responsibility system is the foundation, closely linking
enthusiasm for family operations and the advantages of
unified operations, and adhering to the “three no
changes.” No changes in land contracting are to be made
for 15 years, and the principle of overall stability with
only small readjustments is to be followed in gradually
perfecting land contract agreement control. It includes
the establishment and building of a social services
system, perfection of various measures associated with
reform, increasing the strength of the collective
economy, and advancing steady development of the
rural economy.

[YAN MING] What will be the main emphasis in future
perfection of the family output-related contract respon-
sibility system?

[Xu Zhensheng] Stability is necessary for perfection; the
emphasis has to be on perfection, and the main emphasis
has to be on steady strengthening of the unified opera-
tions tier, and perfecting the social services system. In a
region such as Xinjiang where there is irrigated farming
and a traditional livestock raising industry, it is very
difficult to accomplish many things household by indi-
vidual household. The “five unities” have to be taken as
a major ingredient in strengthening the leadership of the
rural economy, the main emphasis being placed on
providing services before, during and after production.
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More has to be done to build a community-style coop-
erative economic organization, to establish representa-
tives of the public ownership of the means of production,
including land, in the unified operations tier, to perfect
the system for letting contracts in the output-related
contract responsibility system, and to improve land
control, contract control, and financial control within
the cooperative economy.

During rural reform, it is necessary to maintain stability
and continuity in all rural economic policies. Blowing
alternately hot and cold positively cannot be allowed, or
the people will lose confidence. All documents issued by
the CPC Central Committee, the State Council, the
autonomous region CPC committee and people’s gov-
ernment are to be resolutely carried out without making
changes at will. The family output-related contracting
systems in agriculture, animal husbandry, forestry, hor-
ticulture, and the fishing industry already underway in
the region may not be changed lightly. Livestock, forest
trees, orchards, and fish ponds that have been turned
over to households at a set price can generally not be
taken over by collectives. If contracting norms are
unfair, when contracts are up, needed readjustment may
be made and contracting continued. If the public is very
dissatisfied before contracts are up, appropriate read-
justments may be made through discussion. In cases
where livestock on state-owned ranges have been turned
over to households for payment, changes may also not be
lightly made. The principle of stabilizing first and then
perfecting should be adhered to, major efforts being
made to perfect control.

[YAN MING] Reportedly, when rural villages began the
contracting system, most places contracted out collective
land to households on the basis of the number of people
in each family, all the fields being contracted out “every-
one dividing up the fields, and every household farming
the land.” This played a positive role at the time in
solving the problem of peasants “eating out of a large
common pot” and having sufficient to wear and to eat.
However, as the rural commodity economy development
and changes occurred in the number of people in each
household, as well as in the movement of the workforce,
many abuses appeared in this egalitarian contracting of
the fields. In the deepening of rural reform how can more
be done to build a land system and perfect control of
land?

[Xu Zhensheng] The land system is a key point in rural
reform, and is is also the issue about which the peasants
are most concerned. While adhering to the overall prin-
ciple of no change in the land contracting system, accom-
modations are to be made to solve conflicts disadvanta-
geous to the development of productivity. One such is to
follow the principle of overall stability with small read-
justments to solve the contradictions of too great a
dispersal of plots and to readjust returns from the land.
Second, places having requisite conditions (such as sub-
urbs, and places close to oil fields and factory or mining
enterprises) are to try out a “three fields system,” or a
“two fields system” conducting operations that provide
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the economies of scale or specialized production. Third
is trial use of a land leasing system, collectives leasing
some land, or newly developed land to peasant house-
hold having a large workforce but little land, or to
workforces that have come from elsewhere. This would
both solve the problems of seizures of resources, plun-
dering style farming, and large scale exploitation of hired
labor, while also increasing collective income and
strengthening the collective economy. Fourth is that the
economies of scale should generally be derived from
newly developed land, such land no longer being divided
among individual households. However, in some impov-
erished counties in southern Xinjiang, and in places
(such as Hotan Prefecture) where the per capita amount
of land is extremely small, some of the newly developed
land should be divided up for contracting to peasants to
help the peasants shake off poverty as quickly as pos-
sible.

[YAN MING] How can rural villages in the region
develop a collective economy and strengthen the collec-
tive economy? :

[Xu Zhensheng] Practice has shown that a collective
economy is always an important pillar of the rural
economy. Without a strong collective economy, it
becomes impossible to do many things one wants to do.
Not only is this bad for development of rural produc-
tivity and for demonstrating the superiority of socialism,
but it also makes it impossible for the peasants to enjoy
common prosperity. Therefore, it is necessary to develop
a new collective economy in a planned, step-by-step way
in the future, constantly strengthening the collective
economy. Specific ways and means of doing this include,
first, inventorying collective assets, and using a combi-
nation of administrative and economic means to recover
collectively owned funds owing by peasants, herdsmen,
and grassroots level cadres, and the value of various
withholdings, livestock, farm machines, and forest trees,
then managing and using these funds well. Second is
unified collective control over newly developed land, the
apportioned part of returns going to the collective. The
primary level rural cooperative economic organization
has to develop economic diversification, and operate
collective breeding industries, aquatic products indus-
tries, and agricultural byproduct processing industries. It
may also plant new orchards and grow new forest trees,
production rights belonging to the collective, and returns
divided proportionally to individuals under contracts.
Third is to review and perfect all kinds of contracts for
the purpose of improving contract fulfillment rates and
recovering various funds that collectives should recover.
Fourth is establishment of rural cooperative foundations
to recover idle capital in rural villages, guaranteeing
bonuses and rolling over the funds for use in the devel-
opment of farmland water conservancy, farm mechani-
zation and other production projects. The development
and strengthening of the collective economy will require
a definite process; it certainly cannot be done with undue
haste, much less can the means of production of the




JPRS-CAR-90-019
8 March 1990

herdsmen and peasants be indiscriminately transferred
in an egalitarian fashion in the taking of the same old
road.

During 10 years of rural reform, Xinjiang’s rural
economy has scored extremely outstanding achieve-
ments; nevertheless, a serious problem continues to exist
on one hand acting tough and on the other hand acting
soft. Unless this situation is changed, further deepening
of rural reform will be adversely affected. Specifically,
unless various economic criminal activities are severely
cracked down on, reforms will depart from their socialist
orientation. Therefore, it is necessary to genuinely
strengthen the party’s leadership of rural work and
ideological and political work, to strengthen the building
of grassroots organizations, to' do a good job in the
building of spiritual civilization in rural villages and
pastoral regions, and to insure that rural reforms develop
smoothly in a socialist orientation. '

Means For Increasing Agricultural Efficiency
Proposed

900HO0278B Beijing JINGJI CANKAO [E CONOMIC
INFORMATION] in Chinese 7 Jan 90 p 4

[Article: “Chen Junsheng (7115 0193 3932) Talks About
the Way Out For the Country’s Agriculture™]

[Text] How can the problems in China’s agriculture be
solved? An article by Chen Junsheng that appeared in
issue 24 of “Qiushi” Magazine in 1989 maintains that
work must be done in three regards:

1. Genuine Increase of Investment in Agriculture

The central government, local governments, collectives, and
the peasants should all increase their investment in agricul-
ture, the central government taking the lead in increasing
investment gradually. The state is unable to invest very
much money in agriculture, but this amount places an
important role in guiding collectives and the peasantry. The
peasants are the main element for investment in agriculture,
and their role cannot be performed by anyone else. Some-
thing that should be given attention is that when some
peasants have money now, they think first about building a
house rather than investing in agriculture. Direction has to
be given about this. The most important things to be done in
this regard are to stabilize and perfect the family output-
related contract responsibility system, stabilizing the
peasant families’ long-term farming and management of the
land, so that the peasants are not only enthusiastic about
using the land, but also about investing in it.

2. In Terms of the External Environment, a Tilt Toward
Agriculture Will Require Genuine Solution to Five
Problems.

First, a genui'ne ideological tilt is necessary.

Second, all departments should make attendant readjust-
ments of the structure of their department’s economic
plans. ' »
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Third, all economic departments concerned, and local
governments at all levels should give priority to the
supply of chemical fertilizer, agricultural pesticides, agri-
cultural plastic sheeting, farm machines, and the energy
and raw and processed materials needed for production.

Fourth, vocational departments concerned should be
eager to solve the problems in agriculture that are in
urgent need of solution. They should take firm action
and the initiative in doing things that can be done. They
should also think of ways to do the things that cannot be
done for the time being, offering more suggestions, doing
all possible to give a green light, and taking the initiative
in helping to do them.

Fifth, the peasants’ burdens should be genuinely
reduced. A survey shows a proliferation of burdens of all
kinds everywhere, the number exceeding 70, and
increasing with each passing year, They also increase
faster than the speed of increase in per capita peasant net
income. . ’

3. N:ed For Full Tapping of the Potential of Agriculture
Itsel

First is doing a good job in the full development of
agriculture.

The full development of agriculture is, in fact, a major
policy decision in the in-depth and in-breadth advance
of the country’s agriculture. Full development means
increasing the material and technical investment in
available resources to increase yields per unit of area for
a greater return. In addition is developing to the full new
resources that can be used to expand the effectively used
area and increase effective supply. This is an effective
way whereby China’s agriculture can break out of its
faltering situation to take a new step upward.

Second, agriculture has to develop in the direction of
high yields while conserving resources.

China’s per capita amount of natural resources and
material resources is insufficient, yet waste is very great,
50 potential is also very great. It is necessary to guide the
development of Chinese agricultural in the direction of
high yields while conserving resources, enabling poten-
tial to be used to the full. Full tapping of the potential of
agriculture itself for development in the direction of high
yields while conserving resources requires taking firm
hold on the key link of science and technology. The
country’s national resources at the present time make it
difficult to increase investment in agriculture enor-
mously all of a sudden for full satisfaction of needs in the
development of agriculture. Given the prevailing condi-
tions, increasing investment in science and technology
can make it possible for available resources to play a
greater role. Science and technology can grain greater
outputs without an increase, or with less of an increase in
investment.
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Continued Stockbreeding Growth Seen in 1989

HK2302024990 Beijing NONGMIN RIBAQO in Chinese
17Jan 90 p 1

[Report by correspondent Fan Xiaoyu (5400 1420 3768)
and reporter Cheng Yun (4453 0061): “Latest Statistical
Data Provided by the State Statistics Burecau Shows
Continued Growth in China’s Animal Husbandry Pro-
duction Last Year”]

[Text] The general agriculture investigation team of the
State Statistics Bureau made an analysis of the forecast
data of 30 provinces, autonomous regions, and munici-
palities across the country. According to this analysis,
China’s animal husbandry production continued to grow
in 1989. Both the amount of hogs, cows, sheep, and goats
on hand, and the output of livestock products increased.

On the basis of a relatively high level in 1988, China’s
hog production in 1989 continued to grow. The esti-
mated number of hogs sold for food in 1989 was 281
million heads, about two percent over 1988. The esti-
mated number of hogs on hand at the end of the year was
345 million heads, an increase by 0.8 percent. The
number of productive sows was 25.87 million heads, an
increase by 2.7 percent. The momentum of growth in
breeding cows, sheep, and goats remained. At the end of
1989, the estimated amount of big cattle on hand was
127 million heads, an increase by 1.5 percent. Of these
big cattle, the number of cows on hand was 99.062
million heads, an increase by 1.1 percent. The total
number of sheep and goats on hand was 210 million
heads, an increase by 5.1 percent. The number of goats
on hand was 96.306 heads, an increase by 5.9 percent,
and the number of sheep on hand was 115.467 million
heads, an increase by 4.4 percent.

With the sustained growth of the production of hogs,
cows, sheep, and goats, the output of various livestock
products increased steadily. According to statistics of
various localities, China’s total output of pork, beef, and
mutton in 1989 was 22.58 million tons, 2.9 percent over
1988. The output of pork was 20.78 million tons, an
increase by three percent. The output of beef was
960,000 tons, an increase by 0.5 percent. The output of
mutton was 840,000 tons, an increase by 4.7 percent.
The output of milk was 3.72 million tons, an increase by
1.7 percent, and such a growth rate was the lowest for
several years. The output of wool was 230,000 tons, an
increase by 4.7 percent.

Yunnan Grain Storage

400600288 Kunming YUNNAN RIBAO in Chinese
19Jan 90 p 1

[Summary] As of 5 January, Yunnan Province had put
890,770,000 kilograms of contracted grain in storage,
fulfilling 95.6 percent of the plan; Yunnan procured
465,840,000 kilograms of grain at negotiated prices, an
increase of 119,120,000 kilograms over the same period
in 1989,
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Sichuan Farmer Income

40060028C Chengdu SICHUAN RIBAO in Chinese
27Jan 90 p 1

[Summary] According to a survey of 5,500 rural house-
holds in 55 counties, in 1989 the per capita cash income
(excluding savings and loans) of farmers in Sichuan was
516.28 yuan, an increase of 60.89 yuan over 1988.

Shanxi Farmers Increase Agricultural Investment

40060028D Taiyuan SHANXI RIBAO in Chinese
29Jan 90 p 1

[Summary] In 1989 Shanxi farmers invested 1.59 billion
yuan in agriculture, an increase of 250 million yuan over
1988; on average, each farmer increased production
investment by 11.5 yuan over 1988.

Inner Mongolia Income Per Herdsman Increases

SK3001121090 Hohhot Inner Mongolia Regional
Service in Mandarin 2300 GMT 29 Jan 90

[Summary] In 1989, the autonomous region’s per capita
net income for herdsmen broke the record of 1,000 yuan
for the first time, reaching 1,037.95 yuan. This topped
the previous peak.

According to data compiled by an autonomous regional
agricultural survey team regarding sampling investiga-
tions conducted among herdsmen’s households under
the six stock-raising bureaus, the region’s per herdsman
net income earned from the household-run businesses in
1989 showed a rapid increase and reached 926.41, a 10.5
percent increase over 1988. The number of sheep sold
per household in the region was 16, that of goats sold was
3.4, and that of cattle sold was 1.8. The number of
animals sold during the year showed a more than 50
percent increase over 1988. The region’s per herdsman
cash income earned by engaging in production in 1989
was 1,364 yuan, a 21.5 percent increase over 1988. The
proportion of cash income earned per herdsman from
the household-run businesses subtracted from the per
herdsman total income also showed a 4.9 percentage
point increase over 1988.

National Cotton Procurement

400600304 Beijing JINGJI RIBAO in Chinese
31Jan 90 p 2

[Summary] By the end of December 1989, China pro-
cured 57,500,000 dan of cotton, a 15 percent decline
from the same period in 1988.

1989 Per Capita Income of Hubei Peasants Rises

HK1302060390 Wuhan Hubei Provincial Service in
Mandarin 1000 GMT 12 Feb 90

[Excerpts] Figures compiled recently by the Provincial
Statistics Bureau show that the per capita net income of
peasants in 1989 was 572 yuan, an increase of 74 yuan
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over the preceeding year, recording an all-time high in
this aspect. [passage omitted]

According to incomplete statistics, the proportion of per
capita net income below 200 yuan of peasant households
in our province dropped from 2.67 percent to 1.33
percent of the total peasant households; and the propor-
tion of per capita net income ranging from 500 to 1,000
yuan of rich peasant households increased from 40.88
percent to 49.76 percent.

Xinjiang Cotton Procurement

40060028E Beijing JINGJI RIBAO in Chinese
13 Feb90p 1

[Summary] As of 31 January, Xinjiang had procured 5.3
million dan of cotton, an 8 percent increase over the
same period in 1989. The Xinjiang cotton area increased
from 3.8 million mu in 1985 to over 5.6 million mu in
1989, and output increased from over 3 million dan to
over 5.8 million dan.
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(Unit: yuan/kg)

City Live duck Live chicken
Chengdu 6.70 5.80
Chongqing 6.20 6.60
Xian 7.60
Xining 7.00
Yinchuan 8.00
Average growth rate 6.14 8.13
(Percentage) 14.30 18.50

Free Market Prices for Pork, Lard Reported

HK 1402094990 Beijing CEI Database in English
14 Feb 90

[Text] Beijing (CEI)—Following is a list of free market
prices of major farm and side-line products in China’s
major cities on Jan 25, 1990, released by the Ministry of
Agriculture:

(Unit:Yuan/KG)
Free Market Poultry Prices Reported City Pork Lard
HK 1402094790 Beijing CEI Database in English Beijing 7.00 6.00
14 Feb 90 —
Tianjin
[Text]} Beijing (CEI)—Following is a list of free market  Taiyuan 6.40 5.80
prices of major farm and side-line products in China’s Hohhot
major cities on Jan 25, 1990, released by the Ministry of
Agriculture: Shenyang 6.00 4.00
Dalian 6.60

(Unit: yuan/kg) Harbin 6.00 1.80
City Live duck Live chicken Shanghai 10.50
Beijing 5.60 Nanjing 7.60 5.60
Tianjin 5.60 Hangzhou 6.80 6.80
Taiyuan 5.60 Ningbo
Hohhot Hefei 5.60 5.50
Shenyang 7.20 Fuzhou
Dalian Nanchang 6.20 6.40
Harbin Jinan 7.00 5.60
Shanghai 11.00 Zhengzhou 6.00 4.60
Nanjing 5.60 8.00 Wuhan
Hangzhou 5.40 8.00 Changsha 6.00 8.00
Ningbo Guangzhou 11.00 4.00
Hefei 7.60 Nanning 8.20 420
Fuzhou ) Chengdu 4.35 5.40
Nanchang 6.20 9.00 Chongging 7.00 9.00
Jinan 5.60 Xian 5.30 5.20
Zhengzhou ' 5.20 Xining 7.00 5.00
Wuhan Yinchuan 6.50 5.00
Changsha 6.00 7.20 Averaged 6.85 5.44
Guangzhou 8.00 22.00 Growthrate
Nanning 5.00 11.00 (Percentage) -0.10 5.0
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Free Market Prices Of Chicken, Eggs Reported

HK1402093990 Beijing CEI Database in English
14 Feb 90

[Text] Beijing (CEI)—Following is a list of free market
prices of major farm and side-line products in China’s
major cities on Jan 25, 1990, released by the Ministry of
Agriculture:

(Unit:yuan/kg)
City Frozen chicken Eggs
Beijing 4.80
Tianjin ‘
Taiyuan 6.20 5.40
Hohhot
Shenyang 9.00 5.60
Dalian 9.00 5.80
Harbin 6.00 5.00
Shanghai < . 8.80 5.80
Nanjing 6.20
Hangzhou 10.00 5.50
Ningbo 6.40
Hefei 6.20
Fuzhou
Nanchang 6.60
Jinan 5.40 6.00
Zhengzhou 6.20 5.40
Wuhan
Changsha 14.00 6.80
‘Guangzhou 20.00 7.00
Nanning 6.40
Chengdu 6.20 6.00
Chongging 6.40
Xian 8.00 5.80
Xining 7.20
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(Unit:yvan/kg)
Yinchuan 11.00 5.60
Averaged growth rate 9.07 5.94
(Percentage) 31.60 4.20

Inner Mongolian Herdsman’s Income, Grain
Production Up

OW 1602091490 Beijing XINHUA in English
0802 GMT 16 Feb 90

[Text] Beijing, Febraury 16 (XINHUA)—The Inner
Mongolia Autonomous Region, in north China, reaped a
record of 27.1 million tons of grain in 1989 in spite of
serious natural disasters, the PEOPLE’S DAILY reports
today.

The annual income of herdsmen in the region averaged
1,038 yuan last year, 187 yuan or 22 percent more than
that in the previous, the paper reports.

Government Reported To Increase Agriculture
Loans

OW2202184990 Beijing XINHUA in English
0842 GMT 22 Feb 90

[Text] Beijing, February 22 (XINHUA)}—Government
loans to agriculture in 20 provinces, autonomous regions
and municipalities have totalled 109.1 billion yuan this
year, 10 percent more than last year’s figure, the PEO-
PLE’S DAILY [RENMIN RIBAO] reported today.

The loans will mainly be used for grain production and
pig-breeding, the paper said, quoting figures recently
issued by the State Statistics Bureau.

The state will provide farmers with 93.38 million tons of
chemical fertilizer this year, 4.16 million tons more than
it did last year.

The supply of pesticide, plastic sheeting and improved
varieties of seed will also be increased, the paper
reported.

Last winter farmers in 23 provinces and autonomous
regions made another 619,000 ha irrigated.
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Ancient Civilization Seen Foundation for Patriotism

Ignorance of Traditional Culture Decried

900N0265A Beijing QUNYAN [PUBLIC TRIBUNE] in
Chinese No 12, 7 Dec 89 pp 5-6]

[Article by Jin Kaicheng (6855 7030 6134): “Acceptance of
the Uplifting Influence That Traditional Culture Provides
To Reinforce Patriotic Thought and Sentiment”]

[Text] The uplifting influence of traditional culture is an
important means for inculcating and reinforcing patri-
otic thoughts and sentiment. Therefore, most of the
countries of the world pay close attention to culture,
using it to reinforce national cohesiveness and love of
country.

In every country, and among every people, traditional
culture inevitably exerts an uplifting influence on every
member of society. One might say that it is transmitted
without the conscious will of individuals since, from the
moment of birth, a person tumbiles into the social reality
of a certain cultural tradition; thus, he or she accepts the
uplifting influence of traditional culture from the very
beginning. There are five main aspects or channels for
this uplifting influence and nurture, as follows: One is
the history of one’s country or people; the second is
various material and spiritual creations; the third is the
habits and customs of the people; the fourth is the
nation’s language; and the fifth is the natural environ-
ment (which also profoundly embodies the cultural tra-
dition as a result of generation after generation of
remolding, and re-creation). The uplifting influence that
is provided in these five ways can effectively sustain a
people’s style and manner, and can effectively draw
upon a people’s wisdom and strength. In addition, it
fosters a profound love of country in people that binds
them closely to the good earth of the motherland and to
the history and culture of the motherland.

Although acceptance of the uplifting influence and nur-
ture that traditional culture provides is not transmitted
through an act of personal free will, this does not mean
that the individual accepts this uplifting influence and
nurturing entirely passively. Actually, the person being
nurtured always plays a dynamic role as well; he or she
reacts to the traditional culture. Therefore, one must
strive to apply a correct attitude and correct behavior in
dealing with traditional culture, and the correctness of
attitude and behavior is manifested largely in carrying
on the traditional culture, developing what is useful and
healthy in it, discarding what is not. The traditional
culture of every country inevitably contains both excel-
lence and excrescence, so a question arises about what to
carry on, what to develop that is useful and healthy, and
what to discard. If a correct choice is not made in this
regard, it will be disadvantageous to the healthy devel-
opment of traditional culture, and cannot help but
adversely affect the active uplifting and nurturing effect
that traditional culture exerts on people.
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A look at history during the 40 years since the founding
of the People’s Republic shows quite a bit of work has
been done in continuing and developing what is useful
and healthy while discarding what is not; however, a
certain tendency really exists in this work, namely that
the work of carrying on and sifting the good from the bad
has not been sufficiently pervasive or enduring, and
judgments and sifting have frequently tended to be
crude. If the crude methods showed up only in things
such as “overthrowing the Confucian shop” as was done
during the “May 4th” movement, or the mass criticism
and repudiation during the late 1950°s, the problem
would not be a great one inasmuch as ideological one-
sidedness can ultimately be corrected. However, when it
is manifested in burning and destruction as was the case
during the Great Cultural Revolution with the “destruc-
tion of the four olds,” irreversible damage is caused. The
Great Cultural Revolution has been thoroughly repudi-
ated, yet its pernicious influence has not been eliminated
from everyone. Therefore, at a time when bourgeois
liberalization runs rampant, some of the “elite” in
western garb completely deny traditional culture.
Because they have partaken of milk and bread, they turn
around and revile their mother’s milk as being so
unclean, never thinking about the nurture that this mitk
provided them. The suffering that traditional culture
sustains is rather grave because the “elite” has made up
its mind to discredit it completely.

Of course, those who would completely discredit tradi-
tional culture are an extremely small minority, and they
cannot succeed. Nevertheless, the predicament of tradi-
tional culture is not a pretty one, with numerous prob-
lems urgently requiring solution. Below, an effort is
made to list some phenomena:

First, education in the motherland’s history has not received
serious attention for a very long time; it has become the
weakest link in the regular education system. Never mind
even mentioning gaining an understanding of history and
experiencing history through other avenues. oo

Second, positive and healthy things that are part of
popular tradition and customs have not been used to full
advantage, while odious things, such as feudal supersti-
tion, are everywhere running rampant even to the point
of becoming a disaster.

Third, the motherland’s rich and exquisite language is
frequently used incorrectly, the historical and cultural con-
tent and the emotional feeling capsulized in words and
phrases, idiomatic expression, and various forms of expres-
sion are increasingly not understood, while filthy language,
mispronunciations, as well jokes such as referring to other
people’s parents familiarly and using terms reserved for
one’s own family appear regularly in the press.

Fourth, precious cultural artifacts have been pilfered or
smuggled, and scenic spots and historical sites have been
damaged or debased. Though the former actions can be
dealt with by judicial organs, the latter kind can be
addressed only by raising the cultural quality of the
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perpetrators. Newly manufactured fake antiques or
repainted scenic and historical sites cannot evoke a
profound historical association or historical feeling in
the beholder. Having some people dress in “ancient
robes” to perform various vulgar roles in order to sell
more tickets is even more despicable. :

Fifth, traditional culture and handicrafts are not appre-
ciated. Today, not just Beijing opera, but even Kunqu
opera [which is more melodic and less structured than
Beijing opera] is in danger. One might say that, except
for calligraphy and painting, which alone continue ele-
gant, all other traditional arts are in a very depressed
state. Even exquisite works of classical literature are no
longer of interest to many people, and their social
influence is increasingly on the wane.

Sixth, the tremendous repository of classical literature is
not being researched and systematized. The corps of
experts engaged in such research and systematizing is
becoming increasingly old, and the lack of successors
looms increasingly serious.

In order for the role of traditional culture to be used to
the full to uplift and nurture patriotism and national
spirit, various problems in the development of tradi-
tional culture should receive full attention from all. The
Party and the government should take firm hold of this
task as an important part of the building of spiritual
civilization so as to nurture the good and dispel the evil
to enable the essence of traditional culture to shine forth.

National Pride, Patriotism Urged

900ON0265B Beijing QUNYAN [PUBLIC TRIBUNE] in
Chinese No 12, 7 Dec 89 pp 7-8]

[Article by Zhang Dainian (1728 1486 1628): “Carry For-
ward the Patriotic Tradition; Oppose National Nihilism”]

[Text] The patriotism of the Chinese people has a long
historical continuity. From the Spring and Autumn
Period [770-476 BC] until the Ming and the Qing
dynasties [ending in AD 1911], patriotic thinking was
manifested in distinctions between the Chinese and the
barbarians. The concept of distinguishing between Chi-
nese and barbarians began with Confucius. A passage in
the Zuo Chuan dated the 10th year of the reign of the
duke of Ding said, “The barbarians do not disturb the
Chinese,” meaning that both the Chinese and minority
peoples such as the Rong and the Di guarded their own
boundaries, and did not encroach upon each other.
Confucius extolled Guan Zhong’s counterattacks against
the Di from the north who invaded Xing and Wei,
saying, “To this day people enjoy his bounty. Credit goes
to Guan Zhong for having resisted the expansion of Zuo
Ren.” Confucius believed that Guan Zhong had made an
enormous contribution to the safeguarding of Chinese
civilization.

Passages about “distinctions between the Chinese and
the barbarians” applied primarily to the conflicts among
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peoples within the country. The battle in which Liu
Kun’s grandfather, Di, safeguarded the political power of
the Han people during the period of the eastern and
western Jin; the battle in which Zongze and Yuefei
opposed the invasion of the Jin troops during the period
of the northern and southern Song dynasties; the battle
in which Wen Tianxiang and Lu Xiufu opposed the
Yuan army’s destruction of the Song dynasty during the
period when the Yuan was fighting to overthrow the
Song Dynasty; and the battle in which Huang Zongxi, Gu
Yanwu, and Wang Fuzhi opposed the Qing during the
period when the Qing was striving to overthrow the
Ming Dynasty were all historical battles to safeguard the
sovereignty of the Han race that are imbued with patri-
otic significance. Today these battles are regarded as
battles among peoples within the Chinese empire, but, at
that time, conflicts among different nationalities were
very intense and were of crucial importance. That per-
sons possessing ideals and integrity among the Han
people rose to safeguard the sovereignty of the Han race
when the Han was in the position of the party against
whom aggression was being committed is beyond doubt.
(Some scholars who publicize distinctions between the
Chinese and the barbarians demonstrate a tendency to
look down on the minority peoples, which is a mistake;
however, they do not approve of aggression among
fraternal peoples, but rather advocate the peaceful coex-
istence of all peoples.)

Following the Opium War, when China was subjected to
aggression from a number of foreign powers, the situa-
tion was vastly different. Patriotic persons of ideals and
integrity of all nationalities, and the broad masses of
people rose up to oppose foreign aggression, and the
intensity of their patriotism was particularly stirring.
The resistance to imperialist aggression, the bloody
battles, the advancing wave upon wave, the staunch and
unyielding valor, and the fervent patriotism of the Chi-
nese people from 1840 to the War of Resistance Against
Japan deserve to be extolled and respected forever.

The 100-year battle to save the nation from extinction
that lasted from 1840 until the 1940’s demonstrated that
only socialism could save China. This is a truth that
history has proved. We are now in the process of socialist
modernization, which is the practice of patriotism today.

In recent years an ideological trend of national nihilism
has appeared in which “oppose tradition” has become a
fashionable slogan, and that holds that nothing in the
motherland is of value or desirable. Some people even
maintain that in traditional Chinese civilization “real
people could not sprout and grow,” meaning that the
Chinese are not “real people” at all. Worse yet, some
people proclaim that the Chinese people belong to an
inferior race. This is a national capitulationist enslave-
ment mentality, which completely casts aside the patri-
otic tradition. It forgets the heroic battles of the past 100
years in which the Chinese people opposed foreign
aggression, and it is willing to knuckle under to foreign
powers to become the slaves of developed Western
countries. Such utterly preposterous, contemptible, and
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shameless nonsense has become rampant during the past
two or three years. This is shocking, and merits reflection
and reexamination. It shows that ideological education
in patriotism has been too week in recent years.

Given the situation today, carrying forward patriotic
ideology, and opposing all national nihilism and a
national capitulationist enslavement mentality is
entirely necessary.

Tradition, Patriotism ‘Complementary’

900N0265C Beijing QUNYAN [PUBLIC TRIBUNE] in
Chinese No 12, 7 Dec 89 pp 8-9

[Article by Ji Xianlin (1323 5029 2651): “The Patriotic
Tradition of China’s Intellectuals”]

[Text] Traditional civilization and patriotism appear unre-
lated. However, putting aside other countries for the
moment, and talking only about China, the two are
extremely closely related. This statement holds meaning at
two levels, as follows: At the first level, patriotism holds an
extremely important position in traditional Chinese civili-
zation or, to narrow the purview somewhat, in the tradi-
tional Chinese ethic. At the second level, it is simply because
China has a dazzling traditional civilization that we should
and must love our country.

Let us talk about the first level of meaning first. I will talk
in terms of history. Events prior to the Qin dynasty are
vague and difficult to analyze; they will not be discussed
here. The Qin dynasty general, Meng Tian, was extolled
by his contemporaries and by succeeding generations for
his feats in repelling the Xiongnu. In the Han dynasty,
Han Wudi’s great generals, Wei Qing and Huo Qubing,
were also praised by both their contemporaries and
succeeding generations for their feats in repelling the
Xiongnu at an early age. Su Wu, who was held by the
Xiongnu for almost 20 years, during which time he
remained faithful and unyielding while tending sheep
along the northern coast, remains forever hailed today in
novels and plays. Zhuge Liang’s loyalty to the Kingdom
of Shu during the period of the Three Kingdoms has
been acclaimed since ancient times. I must make some
explanation here. I seem to hear some people asking: Can
one consider Zhuge Liang’s deeds patriotism? My
answer is yes—unalloyed patriotism. What is meant by
the word “country?” In ancient times there was an
ancient concept, and today there is a modern concept.
Wei, Shu, and Wu were the three “kingdoms,” other-
wise, why would the “Romance of the Three Kingdoms”
that is known in every household throughout the land be
called the “three kingdoms?” For a long time in the past,
some people in the historical field practiced metaphysics
even to the point of not daring to say that resistance to
the Xiongnu was patriotic, inasmuch as the Xiongnu
were progenitors of various nationalities within the
People’s Republic of China today. In today’s terms, this
may be correct; but in ancient times there were two
different countries. How can we force today’s conception
on ancient history? My explanation can and must be
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applied to Chinese history after the three kingdoms. For
example, the Song dynasty’s Yang Jiajiang shines forth
to this day in drama and literature. As for Yue Fei and
Wen Tianxiang, they are even more loyal hearts shining
through the pages of history. They are forever famous
and known to all. Today, a temple to Yue Fei that stands
on the bank of the Xizi Hu has become a sacred site at
which people from all over the country and throughout
the world pay homage. All this merits our profound
thought. When I say that traditional Chinese civilization
and traditional Chinese ethics contain a powerful patri-
otic component, is this not a fact?

Now let us turn to the second level of meaning. The
reasons that a country is beloved and must be loved are
numerous. As applied to China, going from love of our
great traditional civilization to love of country is a
logical progression. I have always maintained that
among the great family of man, civilization is everyone’s
common creation. Every country, no matter large or
small, and no matter whether it has a long or a short
history has made a contribution, to one extent or
another, to mankind’s common cultural treasury. At the
same time, however, it must be recognized that the
contribution varies between one country and another,
and between one people and another. China, which
began on the continent of east Asia, has existed for
thousands of years; the numerous inventions of our
ancestors are crowned with eternal glory, and people
have enjoyed their benefit right up to modern times. I
believe that, except for those who advocate “across-
the-board Westernization,” whenever the Chinese talk
about their own civilization, they cannot help but expe-
rience a feeling of pride. Naturally, China cannot and
will not lie down on the glorious cultural tradition of its
ancestors and fall into a deep sleep. We must continue to
work hard for the prosperity of the country, using the old
foundation to catch up with the new world. This point
does not require great elaboration. In terms of patrio-
tism, should not and does not a country with such a
cultural tradition deserve to be loved?

During the past several years, I have frequently thought
about China’s intellectuals and patriotism. I have come
gradually to realize that China’s intellectuals (and naturally
that includes working people) are the world’s most patriotic
intellectuals and the world’s finest intellectuals. The tradi-
tional civilization discussed above is only one of the reasons
for this; modern history offers other reasons.

Ever since 1940, China has suffered oppression and
exploitation at the hands of colonialism and imperi-
alism. The intellectuals have been most sensitive to this
and, consequently, they have fostered a patriotic tradi-
tion. Although intellectuals in colonial and imperial
countries have patriotism too, this patriotism cannot
stand the test; at crucial moments, they immediately
“submit themselves to whoever will suckle them.”

I think that China’s intellectuals may be divided into
three categories by age: the old, the middle-aged, and the
young. The old intellectuals lived in the old society, and




62 SOCIAL

very many of them have lived abroad. They have a deep
knowledge, based on their personal experience, that
when a country is not strong, it is inevitably looked down
upon. Consequently, the patriotism of this group of
people is particularly strong. Following the founding of
New China, although many of these people sustained
criticism and a majority were subjected to inhumane
treatment “unprecedented” in any age, they remain as
patriotic as always. The phrase “fine wares at a low price
that remain durable for a long time” applies to this group
of people.

The middle-aged intellectuals did not suffer the oppres-
sion of the “three big mountains” [imperialism, feu-
dalism, and bureaucratism]. They received nurture from
traditional civilization, and are also patriotic. Today
they are working hard to serve the motherland.

Young intellectuals did not suffer foreign oppression at
all. All they know about events before liberation has
come from books or from the mouths of older people, so
their impression is hazy. Telling them about patriotism
is easy in theory, but difficult in fact. Today’s college
students belong in this category. When education in
patriotism is given, they should be the focus. We should
think of more methods in this regard. Talking to them
about traditional civilization and about history might be
an effective method, it seems. In short, I believe that
traditional civilization and patriotism are closely related
and complementary. Both have to be talked about more.

Patriotism ‘Pillar’ of Ideology

900ON0265D Beijing QUNYAN [PUBLIC TRIBUNE] in
Chinese No 12, 7 Dec 89 pp 9-11

[Article by Chong Jingwen (6988 2417 2429): “Devote
Attention to the Pillars of National Spirit™]

[Text] A nation or a country is a huge (or comparatively
huge) community of people in which the members seek
to survive or even to expand. They must organize (or act
independently) to engage in material production and
spiritual production. This community of people is by no
means isolated in the world. Like every family, people or
nation, it has it own neighbors—the other peoples and
countries that exist along with it. Relations among
peoples and countries may be friendly, or they may be
antagonistic. In the latter case (antagonistic), members
of the community have the duty of defending the com-
munity or even of going to war. This is patriotism.
Naturally, in a broad sense, the term patriotism should
also include both the ideas and the activities of members
of the community that strive to advance the society and
the culture of the people and the country.

Strictly speaking, patriotism is an outgrowth of contem-
porary society. It was an accompaniment to nationalism
in a number of industrialized countries following the rise
of capitalism in Europe, and it is also a spiritual weapon
that numerous peoples subjected to aggression used in
the battle to rid themselves of enslavement. However, to
trace it back to its origins, the history of the sprouting
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and growth of patriotic thinking and actions is fairly
ancient. During the period when groups of people had
not yet formed themselves into clans or tribes, members
of the community committed themselves to bloody bat-
tles and attendant conscious activities in defense against
neighboring enemies. For the sake of the safety and the
development of the community, the ideology of the
groups had to be handed down from generation to
generation, becoming the cherished heritage of the
tribes, and the country’s (early period) collective spirit,
even though such an all-inclusive term as patriotism did
not exist at that time. This has been testified to in
numerous people’s histories and anthropological
records. China (the Chinese nation) was a country that
became civilized fairly early in the history of the world;
it was also a country with a vast territory and many
people and nationalities. Over the long course of history,
our Chinese nation was a nation that amalgamated
numerous tribes and peoples, and it was also a people
that suffered the invasion and harassment of sur-
rounding people and “resorted to arms.” For this latter
reason, not only did patriotic ideas and actions sprout
and grow among its members, but a solid tradition was
formed as historical development and objective circum-
stances required. This was expressed not only militarily
and politically, but also in various cultural activities
(such as philosophy, ethics, literature, the arts, and all
sorts of historical relics.) They became pillars of the
national spirit.

In China’s modern history, patriotism has been mani-
fested markedly and continuously. In the campaign to
ban opium, the Westernization movement of the 19th
century, the reform movement of 1898, the Boxer move-
ment, and the revolution of 1911, to one extent or
another, patriotic elements existed openly or in secret.
The eight-year-long War of Resistance Against Japan
was even more an expression of the patriotism of all the
people. This also showed what a wondrous power this
cherished national heritage of patriotism possesses!

Today we are building a distinctively Chinese socialist
country. The current international situation has eased
from what it has been; nevertheless, the hidden dangers
of international conflict have not been fundamentally
eradicated. Now that we have come to a time of “peace
when dangers cannot be forgotten,” about which the
ancients warned, we must devote our main energies to
the building of the domestic economy and the building of
spiritual civilization. Fulfillment of this task will require
more education in patriotism during the period of
socialism. This can support the orientation, encourage
zeal, consolidate unity, and eradicate decadence, thereby
making attainment of our goals possible within the
anticipated period of time.

One of the first problems confronted in carrying forward
patriotism during this new period is how to handle
traditional national culture. For some time in the past,
some comrades in academic circles adopted an indis-
criminating attitude of ignoring national traditional cul-
ture. Such an attitude is undesirable, I feel. No country
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or people can get rid of cultural traditions lock, stock,
and barrel that countless generations of ancestors cre-
ated, enjoyed, and left behind, simply because they want
to create a new social system and a new culture, and then
create a new system and a new culture in a vacuum or
completely copy the social system and culture of other
countries or peoples. Such ideas are mistaken and cannot
be realized.

We have to discriminate dialectically and make choices
about traditional culture. Such a chosen and improved
traditional culture will become an organic part of a new
cultural system, which will continue to perform its social
function. Naturally, much of traditional culture is
washed away by the huge waves of the times; however,
not all of it by any means. We need only acknowledge the
fact that the Analects of Confucius, the Songs of Chu, the
Disquisitions of Wang Chung, and the Collected Poems of
Li Taibo may still be found on scholars’ desks. Not all
ancient culture is moribund; that some of it has more
enduring vitality than modern works should not be so
astounding.

We must create a new culture, and we must have something
to rely on and to use as a reference for doing this. The
critical absorption of the traditional culture of peoples of the
past (some of which requires transformation) is such a
reliance. Foreign culture may be used as an example and
developed in a goal-oriented and discriminating way. This is
a reference. The opposite of this attitude is to condemn
Chinese traditional culture without distinction and to copy
foreign culture uncritically, neither of which is in keeping
with materialist dialectics, and both of which are harmful to
the nurturing of a new concept of patriotism for citizens in
society.

Ours is a socialist country that emphasizes proletarian
internationalism. However, in proceeding from realities,
we not only cannot weaken, but rather we must
strengthen patriotism, because it is a pillar of our
national ideology, and it is a powerful support that
enables us to achieve true victory in the social transfor-
mation that we are carrying out.

Socialism, Patriotism Seen Linked

900ONQ265E Beijing QUNYAN [PUBLIC TRIBUNE] in
Chinese No 12, 7 Dec 89 pp 10-11

[Article by Tang Tao (0781 1718): “Educate Youth in
Patriotism™}

[Text] In On a People’s Democratic Dictatorship, Com-
rade Mao Zedong said, “When people get old they die,
and so will the party. Once classes have been wiped out,
all the things, political parties, and state machinery that
serve as tools of class struggle will lose their function, will
not be needed, and will gradually wither away, their
historical mission completed, and human society will go
on to a higher level. Ours is just the opposite of bourgeois
political parties. They fear the annihilation of classes, the
annihilation of state power, and the annihilation of

SOCIAL 63

parties. We declare openly that it is for the creation of
conditions enabling the annihilation of these things that
we struggle. The leadership of the Communist Party and
state power founded on the people’s democratic dicta-
torship are these conditions.” This is in keeping with the
dialectical analysis of the laws of objective development.
It takes courage to make such an open analysis; one must
possess astonishing daring and resolution. I would like to
add a point, namely, that progressive political parties
bent on revolution should have such an understanding
and dare to acknowledge these truths.

So long as reactionary political parties in which the big
bourgeoisie form the leadership nucleus exist in the
world, and so long as countries exist in which hegemony
and imperialism are the guiding thought, the Communist
Party must build a political party, seize authority, and
hold fast to the state machinery. Moreover, during this
period (which make take several hundred years or as
much as a thousand years), people must value the leaders
of the well-founded political party that is able to uphold
the correctness of the objective laws of development and
the authority of the state machinery that is able to
persevere in the implementation of a people’s demo-
cratic dictatorship, combining the two. In short, we must
uphold patriotism—a patriotism that is unflaggingly
pursued during this stage for the ultimate annihilation of
political parties and the state. The reason is easy to
understand, yet some people say they do not understand
it, or they do not want to understand it, or even pur-
posely pretend not to understand it.

I feel it understandable that young people do not suffi-
ciently understand this point, because they have no real
experience and they have not personally experienced the
days of tangled warfare between reactionary regimes and
warlords when the people could not make a living. They
cannot profoundly perceive the importance in a class
society of rule by a progressive political party and a
powerful state machinery in guaranteeng conditions for
people’s survival. Thus, their understanding of patrio-
tism is rather muddled and hazy. A strict distinction
should be made between them and those who have had
personal experience of such things, yet do not stand for
love of country, and who adopt a nihilistic attitude
toward the nation’s history. In a earlier period, some
people took statements out of context and forged ahead
rashly to say that Hu Shih advocated advocated com-
plete Westernization, or even that Lu Xun also advo-
cated complete Westernization. I have already refuted
this in writing. Today, some people say that Lu Xun
favored the great harmony of mankind, and did not
stand for patriotism, as evidenced by a letter to Xu
Shoutang dated 20 August 1918. Let us examine the
content of this letter. The letter spoke about some
colleagues who, in an effort to resolve bigamous dis-
putes, lured their second wives to other parts of the
country where they sold them into houses of prostitu-
tion, and then said with indignation, “Such actions
might be said to be an rarity in human society, and
extremely animal-like. What good fortune that it is
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sanctioned by the Ministry of Education! Nothing looks
promising in the whole country, but Pu’s ideas have
changed somewhat, so he is not at all pessimistic. As for
the idea of a nation-state, its stupidity is in the same
category as provincial boundaries. For mankind as a
whole, if China could be reformed, this would represent
progress for mankind (provided a country such as this is
still capable of being reformed.) Should the country
perish, that would also provide a boost for mankind,
because for a country such as this not to be able to
survive would be a mark of human progress. Humani-
tarianism will probably triumph in the end, and although
China will not change and it will want to remain in
servitude, others will not want slaves. Thus, although it
may long to show obeisance, it may find no masters to
serve, becoming utterly disappointed. If this goes on for
several generations, the urge to perform obeisance and
kowtow will gradually fade away, and this is the reason
that Pu is pleased.” It is extremely evident that the letter
contains many ironies; it is completely indignant.
Luxun’s statement that “the idea of a nation-state is a
stupidity in the same category as provincial boundaries”
is basically identical with the concept that Comrade Mao
Zedong expressed in On a People’s Democratic Dictator-
ship. Annihilation of political parties and annihilation of
the state in a class society require rule by a progressive
political party first, and a powerful and prosperous state
machine in order to stand up to and eradicate the
oppression of reactionary political parties and hegemon-
istic aggression. This is what we mean when we speak
about internationalism having to be linked to patriotism.
Lu Xun profoundly understood this point. When he
went to Japan to study, he originally intended to enter
Chengcheng [2052 1004] School to study for the Army,
but later he entered the Sendai Medical School to study
medicine. Later, he gave up the study of medicine to take
part in the literature and arts movement out of consid-
eration for the needs of the race and the country, and for
love of country. Xu Shoutang has said that when he and
Lu Xun were studying in Japan they would frequently
become upset in the strange land and cry together, thus
showing Lu Xun’s patriotic feelings at the time, which
remained unchanged when he became old and even until
death.

1 also believe that not only should internationalism and
patriotism be linked, but that socialism and patriotism
should also be intertwined. Subsequently Lu Xun
became a nonparty Bolshevik because he had hunted
high and low, finally finding socialism. He believed that
only socialism could save China and build China. His
belief in socialism was one manifestation of his patrio-
tism.

That young people do not have the experience with real
life of former generations is an objective fact, but they
should study history, particularly modern history, which
brims with the tears and the blood of the Chinese people.
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Writers, Artists Study Deng Book, Related Materials

Forums Held in 4 Places

90ON0363A Beijing WENYI BAO in Chinese
6Jan 90 p 1

[Article: “Writers in Guangdong, Hunan, Liaoning,
Guangxi Organized To Study Deng Xiaoping on Litera-
ture and Art”]

[Text] The Guangdong branch of the China Writers
Association recently held a forum on studying the book
Deng Xiaoping on Literature and Art.

The writers concluded that Comrade Deng Xiaoping’s
theory on literature and art comprehensively defends,
carries on, and develops Marx’s and Lenin’s theories on
literature and art and Mao Zedong’s thought on litera-
ture and art. It is a guiding policy that enriches and
develops China’s socialist literature and art, and is also a
powerful weapon at present for criticizing bourgeois
liberalization and mistaken ideas of every description.
We should, in general, understand and grasp completely,
comprehensively, and correctly Comrade Deng Xiaop-
ing’s thoughts on literature and art and turn it into
conscious actions by writers and artists to enrich
socialist literature and art, to create rich works that the
broad masses love, and to open up a brand-new situation
in the nineties in Guangdong’s literary world.

Attending the forum were a little more than 40 persons
from literature and art circles and journalist circles,
including Chen Canyun [7115 2995 0061], Cai Yungui
[5591 6663 2710), and Chen Guokai [7115 0948 0418].

Literature and art circles in Hunan Province have vigor-
ously organized literature and art workers to study
Marxism-Leninism and Mao Zedong Thought. Recently
the leading party group in the Hunan provincial branch
of the All-China Federation of Literature and Art Circles
held an all-province literature and art circles’ winter
book-reading meeting, and the leading party group of the
Hunan Provincial Culture Department also held a study
forum for creative personnel. In all, more than 100
persons took part in this study.

In these two study activities, the attendees concentrated
on using four and seven days, respectively, on the study
mainly of Deng Xiaoping on Literature and Art, “Talks at
the Yanan Forum on Literature and Art,” as well as the
spirit of the 4th and 5th Plenary Sessions of the 13th
CPC Central Committee. Summing up the situation in
the development of literature and art in Hunan Province
over the past 10 years, they held thorough discussions.

Comrades at the meeting and the forum concluded that,
since the founding of the PRC, particularly in the last 10
years, the Hunan literature and art circles, under the
guidance of the party’s line on literature and art and
under the leadership of the provincial party committee,
have obtained successes that have been the focus of
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people’s attention. However, because of the influence of
bourgeois liberalization and the inroads of the money
worship that has appeared in society, a small number of
literature and art workers have become indifferent to
their ties to the masses of people. There is not much of
that kind of action done with all one’s might that has a
strong flavor of the times, is filled with enthusiasm, sings
the praises of modernization, and is manifested in the
new man of socialism. But there is a lot of low behavior,
such as evading reality, being divorced from the times
and the masses of people, and even recklessly concocting
and irresponsibly making things up. To a certain degree
there has been a deviation from the direction of the “two
actions.”

Everybody concluded that the party spirit principle in
literature and art must be reaffirmed, the study of
Marxism-Leninism and Mao Zedong’s thought on liter-
ature and art must be enhanced, and the sense of social
responsibility and of historical mission on the part of the
broad masses of literature and art workers must be
constantly strengthened.

The Hunan party committee attached great importance
to the literature and art workers’ studies, and it sent
leading comrades separately to take part in these two
study activities and make speeches.

In Liaoning Province, some young and middle-aged
writers recently concentrated on studying and discussing
the changes in the internal and external environments of
literature and how to adapt to these changes.

During the study and discussion, everyone indicated that
he wanted to adapt to the changes in the overall climate
and maintain a good creative attitude. Of first impor-
tance is to keep firmly in mind the “one center and two
points,” uphold the four basic principles, oppose bour-
geois liberalization, and truly make the cause of litera-
ture a part of the cause of socialism. The people’s writers
must breathe the same air and share the same fate as the
people. True artists should go into the midst of life and
be affected by the people’s joys and sorrows. For this
reason, the writers’ sense of responsibility and sense of
mission shouid be particularly stressed. Writers must be
responsible to themselves, to the country, and to the
nation. ~

Everybody agreed that in the past several years in
Liaoning Province there had been a tendency for literary
creation to be steadily on the rise. To create excellent
works worthy of the name of the epoch and worthy of the
name of the people, to create works that have a healthy
content and that are also able to touch the people’s hearts
and are loved by the broad masses, more arduous work
must be done.

Everybody concluded that at present particular stress
must be put on learning well Deng Xiaoping on Litera-
ture and Art, propagating the main melody of literary
and artistic creation, and providing elegant spiritual
food for the masses of people. Jin He [6855 3109],
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chairman of the Liaoning branch of the China Writers
Association, presided over the study and discussion
meeting.

The Propaganda Department of the Guangxi Zhuang
Autonomous Region CPC Committee recently held a
meeting that called for the ideological and cultural front,
particularly the literature and art circles, to conscien-
tiously study and propagate the work Deng Xiaoping on
Literature and Art.

Zhang Yang [1728 3152], deputy director of the Propa-
ganda Department, said at the meeting that Deng Xiaop-
ing’s exposition on the question of literature and art is an
inheritance and development of Marxist theory on liter-
ature and art, and is a new component part of Mao
Zedong’s thought on literature and art. It must be
integrated with criticism of the fallacies of bourgeois
liberalization. In the study of it, confused understanding
in ideology and theory must be further cleared up, the
problem of direction solved well, and the problem of
enhancing and improving the party’s leadership over
literature and art solved well.

Zhang Yang also pointed out that, in the course of the
study, the writers can, through the forms of study classes,
discussion meetings, and forums, organize their forces to
write a number of in-depth articles. The ideological and
cultural front, particularly the literature and art circles,
must, on the basis of conscientiously learning well Deng
Xiaoping on Literature and Art, further unify under-
standing, better uphold the direction of the “two
actions” and the policy of the “double hundred,” and
constantly create excellent literary and artistic works and
demonstrate artistic results worthy of our great people
and our great epoch.

Yunnan Military District Forum

900ON0363B Beijing WENYI BAO in Chinese
6Jan 90 p 1

[Text] The Yunnan Military District recently called
together writers and artists to hold a forum on literature
and art theory at which they were to sort out and criticize
the influence of the ideas of bourgeois liberalization in
the domain of literature and art. During the discussion
the attendees stressed that there must be a correct
understanding of the relationship between opposition to
bourgeois liberalization and the upholding of creative
freedom, in order to clear up some confused under-
standing about creative freedom.

The attendees said that in the previous period some
people, on the pretext that creation requires freedom,
repudiated the party’s leadership over literature and art
work. Everybody, relating it to his own creative practice,
applied the viewpoint of the Marxist theory on literature
and art in analyzing and criticizing the mistaken view-
points of the previous period that were current in
society, namely, that “the party must not control litera-
ture” and “the ‘Talks at the Yanan Forum on Literature
and Art’ are already passe.” Everybody concluded that,
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since the 3d Plenary Session of the 11th CPC Central
Committee, the party had corrected in its policy on
literature and art the past mistaken practices of the
“left,” and had given the writers and artists creative
freedom to the greatest extent. However, a small number
of people still felt dissatisfied and thought that their
craving had not been met. They said that the party’s
leadership must be abolished completely and that there
must be so-called “absolute freedom.” In essence, they
wanted literature and art creation to cooperate with the
bourgeois politicians of the West in carrying out the
“freedom™ of the peaceful evolution strategy toward
China, letting literature and art creation “freely”’ under-
take the mission of changing China’s “color.” This point
was clearly confirmed in word and deeds by individual
scum of the literature and art circles during the counter-
revolutionary rebellion that occurred in Tiananmen.
From the height of theory many comrades expounded
the idea that the party must, in the micro aspects,
strengthen its leadership over literature and art, and they
demonstrated that the correct policies on literature and
art formulated by the party are the only true “spring-
time” for the literature and art circles.

For five years now the Yunnan Provincial Military
District has emphasized getting a grip on the work of
upholding the direction of socialist literature and art,
and in literature and art creation has obtained spectac-
ular successes in this respect, receiving more than 130
instances of all-China and all-PLA class and all-province
class awards for literature and art creation. '

Hebei Discussion Meeting

900ON0363C Beijing WENYI BAO in Chinese
30 Dec 89 p 1

[Article by Zhang Yugui (1728 7183 6311): “Concentrat-
ing Efforts on the Study of Marxist Theory on Literature
and Art, Hebei Holds Discussion Meeting on the Study
of Deng Xiaoping on Literature and Art”)

[Text] On 19 December the Propaganda Department of
the Hebei Provincial CPC Committee and the provincial
branch of the All-China Federation of Literature and Art
Circles held a discussion meeting for literature and art
circles to study Deng Xiaoping on Literature and Art.
Nearly 50 figures from Hebei’s literature and art circles
attended.

After analyzing all sorts of chaotic phenomena that have
appeared on the literature and art front in recent years,
the attendees came to further understand that if ideolog-
ical and theoretical building is slackened in the literature
and art ranks then literature and art cannot uphold well
the direction of the “two actions” and the policy of the
“double hundred.” Without correct political ideology,
writers and artists cannot create excellent works that
reflect the “classical notes and pitches” of the new
melody of the spirit of the times. After the “turmoil” and
“rebellion” at the juncture of spring and summer this
year were put down, the publication and distribution of
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Deng Xiaoping on Literature and Art without a doubt
gave the literature and art circles a “fall of sweet dew.”
Everybody unanimously held that, in line with the basic
principles of Marxism, Deng Xiaoping’s series of scien-
tific and creative summations and expositions that inte-
grate China’s national condition with the new situation,
new problems, and new demands on the literature and
art front in the new period are an enrichment and
development, under the new historical conditions, of
Marxist theory on literature and art and Mao Zedong’s
thought on literature and art.

In what respects does Deng Xiaoping on Literature and
Art carry on and develop Marxism and Mao Zedong’s
thought on literature and art? Zhou Shenming [6650
3947 2494}, standing deputy director of the Propaganda
Department of the Hebei Provincial CPC Committee,
delivered a long statement on this question. He dis-
cussed, from the angle of the four natures—strategy,
succession, principle, and theoretical guidance—Deng
Xiaoping on Literature and Art, concluding that this
work is a brilliant model of upholding and developing
Marxist theory on literature and art and Mao Zedong’s
thought on literature and art. He said that the key to
learning well Deng Xiaoping on Literature and Art is
understanding the core meaning of “the people are the
masters of the literature and art workers.” Deng
Xiaoping on Literature and Art must be used as an
ideological and theoretical weapon to resolutely oppose
bourgeois liberalization and to promote a greater flour-
ishing of socialist literature and art.

The figures from literature and art circles who took part
in the discussion meeting, integrating the understanding
gained by their study of Deng Xiaoping on Literature and
Art, explored a series of questions, including the relation-
ship between literature and art and politics, the relation-
ship between creation and life, the relationship between
literature’s and art’s economic results and their social
results, as well as enhancement of the main melody of
literature and art during diversified development.

LIAOWANG Criticizes Liu Binyan’s Attitude

HK 1901074990 Hong Kong LIAOWANG [OUTLOOK]
OVERSEAS EDITION in Chinese No 2, 8 Jan 90 p 8

[Article by Yuan Yang (6678 3152) “What Are Liu
Binyan’s ‘Thoughts and Feelings About the Main-
land’?”’]

[Text] Recently, Liu Binyan made an “eagerly anticipated”
visit to Taiwan. During the two-week visit, he visited and
viewed various aspects of Taiwan’s construction and held
two discussion sessions with people from various circles.
Virtually every day he published newspaper reports on his
“Taiwan impressions” and he ended his Taiwan visit with a
final speech entitled “Thoughts and Feelings About the
Mainland and My Impressions of Taiwan.”

What was it that Liu Binyan was “eagerly anticipating™?
What were his “thoughts and feelings on the mainland™?




JPRS-CAR-90-019
8 March 1990

People only have to understand a little about the back-
ground to his trip and do a little analysis of the opinions
he expressed after the visit, and then they will not find it
difficult to answer these questions.

One year ago, Liu Binyan, who was lecturing in the
United States in his capacity as a writer and journalist,
published “Desire To Visit Taiwan.” However, at that
time the Taiwan authorities did not invite him. As far as
Liu Binyan was concerned, this really was a case of
“although not able to go, his heart longed to go.” After
the 4 June incident in 1989, the opportunity Liu Binyan
had longed for arrived. The Taiwan authorities intensi-
fied their “political infiltration” and “political counter-
offensive” against the mainland, and Taiwan’s “Interior
Ministry” allowed “persons involved in the mainland
democratic movement” to go and visit Taiwan. The
-relevant departments of Taiwan drew up a namelist of
“persons involved in the mainland democratic move-
ment” who were overseas and who would be invited to
visit Taiwan. Liu Binyan was among the names on the
list. This was not without reason. After the 4 June
incident, Liu Binyan had repeatedly published anticom-
munist and antipeople opinions, and had thus put him-
self in the good graces of the Taiwan authorities. In the
minds of the Taiwan authorities this naturally made this
journalist and author a tool for carrying out a “political
counterattack™ against the mainland.

The Taiwan authorities’ approval of Liu Binyan’s entry
into Taiwan after the dust had settled following three
elections for “public officials” was a considered move.
This was because the vote-buying activities, the violent
scenes, and the wild activities of the Taiwanese indepen-
dence forces during the electoral period would not have
left a good impression on people visiting from abroad.
Liu Binyan was a guest there, and was, of course,
accorded with the hosts’ arrangements. However, it is
not known whether, as a reporter, Liu Binyan regretted
that he had not visited Taiwan when it was imple-
menting “democratic politics” and thus had missed an
opportunity to “study Taiwan’s experiences.”

The speeches made by Liu Binyan in Taiwan allowed
people to see clearly that his so-called “thoughts and
feelings about the mainland” were actually a wanton
smearing of the 1.1 billion people of the mainland and an
expression of deep-seated hatred toward the CPC and
the the mainland socialist system. Meanwhile, with
respect to Taiwan, Liu Binyan did all he could to
ingratiate himself with them.

Liu Binyan claimed that he wanted to go and look at
Taiwan with the eyes of a “primary school student.”
Thus, it is not at all surprising that he directed his attacks
at the CPC and at socialism.

The first day he arrived in Taiwan, he attacked the
people of the mainland, saying that “no one considers
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the affairs of the state to be their own affairs.” In another
discussion meeting, he said that, on the mainland, ‘“the
characteristics of human relations have been almost
entirely lost,” that “people have no feeling of belonging
to their own state or society and even see these things as
being hostile to them,” and so on.

People remember that not long ago Liu Binyan said that,
“through 30 years of trials and hardships, our people
have become more sober-minded and more mature,”
that “they feel happy for all the bright things in life, but
will not be intoxicated. They are anxious and worried
about the dark side of life, but do not lose hope.” Why
are the views of the same Liu Binyan on the mainland
and on the people of the mainland so divergent?

In the last few years, the huge ship of China has gone
through some storms and some tests, and has eliminated
all forms of interference and moved forward along the
socialist road. Faced with difficulties and tests, the
people of the mainland have roused themselves and
manifested the outstanding characteristics and great
breadth of spirit of the Chinese nation, whereby they are
unbending, persistent, and dauntless, and continually
press forward with indomitable will. Having undergone
a baptism of blood and fire, the people of the mainland
value even more the socialist system, which has been
won at such a cost. The only ones who gloat over the
mistakes and difficulties that have appeared on the
Chinese people’s road of advance are a smail handful of
reactionary forces at home and abroad. Liu Binyan’s
abuse of and attacks on the people of the mainland truly
show his despairing and hateful “thoughts and feelings.”

Liu Binyan’s words and actions in Taiwan received the
acclaim of the Taiwan authorities. CHUNG YANG JIH
PAO ran a special editorial on his visit to Taiwan and
commendingly noted that “his visit to the Taiwan base
for recovering the mainland should play a positive role.”
However, at the same time, some people in Taiwan also
pointed out that Liu Binyan had been “played with by
the Kuomintang.” People of insight feel that Liu Binyan
has neither the “strength of character of a Chinese
intellectual” nor “an independent character,” and thus
can only play a negative role in the so-called “linking up
and unifying of the Chinese people in China and
abroad.” :

Liu Binyan has said, “In the court of history we have no
right to sit in the public gallery. The people are the judges
and the prosecutors. We must provide them with the
documents.” The people can plainly see from the words
and actions of Liu Binyan on his visit to Taiwan, in
which he vilified the people of the mainland by saying
that “the characteristics of human relations have been
almost entirely lost” and that “they have no feeling of
belonging to their own state or society” and so on, and
from his various disgusting anticommunist and anti-
people speeches abroad, that Liu Binyan places himself
in “the court of history,” in the role of the accused.
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Shanghai Mayor Greets Taiwan Compatriots

OW2801133190 Shanghai Voice of Pujiang in
Mandarin to Taiwan 1000 GMT 26 Jan 90

[Recorded New Year radio speech to Taiwan by
Shanghai Mayor Zhu Rongji—date not given]

[Text] Dear Taiwan compatriots: How do you do? As all
people of Chinese descent on both sides of the Taiwan
Strait are celebrating the first Spring Festival of the
1990’s, please allow me to wish all my fellow Shanghai
townspeople now residing in Taiwan and all Taiwanese
elders, brethren, and sisters a happy New Year on behalf
of the 12 million citizens of Shanghai. Best wishes to you
all for every happiness and good luck in the Year of the
Horse.

I think the 100,000-plus Shanghai townspeople now
residing in Taiwan and the other compatriots who have
worked, conducted business activities, studied, and lived
in Shanghai will want to know the present situation in
Shanghai, just as we are concerned about the develop-
ment and construction in Taiwan and about the living
conditions of our Taiwan compatriots.

As the mayor of Shanghai, it is my pleasure to inform
you that there are ample supplies of food and commod-
ities on Shanghai markets, and that the city’s people live
in a stable environment thanks to the efforts of all
Shanghai citizens. The projected objectives for various
targets set for Shanghai’s municipal economic develop-
ment have all been attained over the past year. An
appropriate growth rate has been maintained in indus-
trial and agricultural production. Financial revenues
have increased in excess of projected targets. The total
value of foreign trade and exports has exceeded $5
billion for the first time in history. New achievements
have been scored in the efforts to integrate science and
technology with production. Installation of the petro-
chemical facilities designed with an annual capacity of
300,000 metric tons of ethylene has been completed.
Construction of a modern project capable of producing 1
million color video-display tubes has also been com-
pleted within a year. Aircraft, sedans, package facilities
for electric power stations, and a batch of other first-rate
high-technology products are taking the place of the
products of the traditional handicraft industry to
become the piliars of Shanghai industry. The 12 practical
jobs that the municipal government planned to do for its
citizens have been accomplished one by one over the
past year. A number of large and modern pig farms,
chicken farms, and vegetable production bases have
been built in the suburban counties, thereby ensuring
adequate supplies of nonstaple food to the urban areas.
As a result, citizens have received considerable material
benefits. The living standard of people in both urban and
rural areas has improved to a comparatively great extent.
The municipal housing units and transportation and
communications facilities appear to have fallen short of
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demand due to rapid population growth and a drastic
increase in the number of vehicles in Shanghai in recent
years. However, the progress of urban construction is
rapid in Shanghai. In addition to the completion of more
than 4 million square meters of newly built housing units
and the widening and renovation of some scores of
kilometers’ of road in the municipality last year, the
whole Shanghai-Jiading Expressway and the tunnel con-
necting highways on both sides of the Bund across
Huangpu Jiang have been opened to traffic. Now people
can travel from downtown Shanghai to Jiading County
in slightly more than 20 minutes, and from the Bund to
Pudong [the east bank of the Huangpu Jiang] and
Lujiazui in slightly more than 10 minutes. All the tele-
phone numbers in Shanghai were changed from the
original six digits to seven digits last year. Program-
controlled telephone sets have been installed in a
number of areas. Communications in the municipality
have been greatly improved; moreover, contacts with
relatives and friends in Shanghai via telecommunica-
tions have been more greatly facilitated. At present,
construction of a number of urban infrastructure
projects utilizing foreign investment are underway. Con-
struction of such large municipal engineering facilities as
Shanghai’s subway project, the Huangpu Jiang bridge,
the Honggiao Airport, and the international airport
terminal have all been started. I am sure you are inter-
ested in hearing the above.

Shanghai used to be the economic and financial center of
the Far East. Shanghai has been making efforts to
succeed in achieving a rise during the past 10 years since
the implementation of reform and the open policy.
Shanghai took a comparatively big step forward in its
opening to the outside world last year. As of the end of
last year, 440 foreign firms and Hong Kong and Macao
firms have set up permanent branch offices in Shanghai.
The number of enterprises invested in and set up by
foreign businessmen and by businessmen from Hong
Kong, Macao, and Taiwan is 709. The overwhelming
majority have succeeded in attaining comparatively
good economic results.

The focal point of Shanghai’s efforts to open its door
wider to the outside world in the 1990’s is speeding up
the development of Pudong. Separated only by a river,
the location of Pudong District is very close to the
present center of Shanghai’s downtown areas. Following
the development of transportation facilities across the
river and the construction of a new harbor in (Waigao-
giao), coupled with the fact that we are implementing a
policy that grants more preferential treatment, Pudong
District will become a new showcase for Shanghai’s
opening to the outside world and an ideal location for
foreign business investment in Shanghai. We warmly
welcome Taiwan compatriots to come to Shanghai and
to visit Pudong for market surveys, investment, and
establishment of factories. We will provide excellent
conditions in all sincerity for compatriots visiting
Shanghai.
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The year 1989, which has just passed, was an extraordi-
nary year for Shanghai. Taking advantage of this oppor-
tunity, I can tell you honestly that the situation in
Shanghai is stable, that unity among the Shanghai people
is now stronger than in the past, and that the Shanghai
people now have more confidence in the future than
before. I am sure you will not doubt the above if you
come to visit Shanghai and see for yourself.

The Taiwan Strait cannot separate or cut the feelings
shared between compatriots on both sides. Last year
alone, as many as 160,000 Taiwan compatriots realized
their long-cherished dream of returning to Shanghai to
visit relatives. More than 360 Shanghai people traveled
to Taiwan either to visit sick relatives and friends or to
attend the funerals of their parents. The volume of mail
between Shanghai and Taiwan is 5.5 million pieces.
Contacts and cooperation between Shanghai and Taiwan
in the spheres of economics, science and technology,
culture, and sports are also being unfolded gradually. All
this serves to show that it is already a historical trend
that blood compatriots must be reunited and that both
sides must cooperate in promoting economic develop-
ment. We have every reason to believe that a bridge of
reunification spanning the strait will surely be built in
the near future through joint efforts by compatriots on
both sides of the Taiwan Strait. We are bound to happily
gather together under the same roof some day.

Thank you for listening.

Party Leadership Over Mass Organizations
Stressed

OW1302130390 Shanghai City Service in Mandarin
2300 GMT 6 Feb 90

{From the “Morning News” program]

[Text] The Shanghai Municipal CPC Committee called a
discussion meeting of responsible persons of the municipal
federation of trade unions, the municipal committee of the
Communist Youth League [CYL), and the municipal
women’s federation on the morning of 6 February to study
a circular of the CPC Central Committee on strengthening
and improving party ledership over the work of the trade
unions, the CYL, and the women’s federation.

At the meeting, those present talked freely about what they
had learned from the circular and exchanged their experi-
ences in this regard. They unaimously held: The circular
fully reflects the concern of the party Central Committee for
the work of the trade unions, the CYL, and the women’s
federations and the importance it has attached to it. It also
points out the dirction for the organizational strengtrhening
of the trade unions, the CYL, and the women’s federations
in the new period. This will certainly bring about a new
development in the work of the trade unions, the CYL, and
the women’s federations.

Comrade Chen Zhili, deputy secretary of the municipal
party committee, chaired the meeting.
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In her speech at the meeting, Chen Zhili pointed out that
this circular issued by the party Central Committee is an
important document for guiding party committees at
various levels in strengthening and improving their
leadership over the trade unions, CYL organizations,
and women federations.

She said the municipal party committee will adopt
specific methods and measures to implement the circular
according to its guidelines and Shanghai’s actual condi-
tions and on the basis of study and investigation.

She emphasized that mass work is an important part of
the party’s work. The party maintains close ties to the
masses of people through various channels, including
organizations of the trade unions, the CYL, and the
women’s federation. To strengthen the party’s leadership
over mass organizations is an important link in strength-
ening party leadership.

Organizations of the trade unions, the CYL, and the
women’s federation have performed their work under
the leadership of the party since their coming into being,
and they have developed with the development of the
party’s cause. The fundamental interests of the party and
the mass organizations are identical. Historical experi-
ence proves that upholding party leadership is a basic
guarantee for effectively performing the work of the
trade unions, the CYL, and the women’s federation.

Comrade Chen Zhili called on party organizations at
various levels in the municipality to conscientiously
study the circular of the CPC Central Committee on
strengthening and improving party ledership over the
work of the trade unions, the CYL, and the women’s
federation; to pay close attention to mass work; to
strengthen their political leadership; and to vigorously
support organizations of the trade unions, the CYL, and
the women'’s federation in performing their work inde-
pendently according to relevant laws and their respective
constitutions.

Comrades at the meeting experessed many opinions and
made a number of suggestions on ways to implement the
guidelines set forth in the circular of the party Central
Committee.

Shanghai Holds Session on United Front Work

OW 1602075890 Shanghai City Service in Mandarin
2300 GMT 7 Feb 90

[Text] The United Front Work Department of the
Shanghai CPC Committee yesterday [6 February] held a
meeting to relay the guidelines of the National Forum of
Directors of the United Front Work Departments to the
responsible persons of the democratic parties, mass
organizations, and religious circles in Shanghai invited
to the meeting.

Participants at the Shanghai meeting heard Mao Jing-
quan, head of the United Front Work Department of the
Shanghai CPC Committee, relay the guideline of the



70 REGIONAL

speech delivered at the national forum by Jiang Zemin,
general secretary of the CPC Central Committee. Mao
Jingquan pointed out that we must fully affirm the
results of united front work in recent years. Under the
new situation, we should increase our understanding of
the importance of and need for united front work.
United front work was and is one of the three magic
weapons of the Communist Party of China; hence, we
must upgrade, not downgrade, it. Party committees at all
levels should strengthen their leadership over united
front work. Party members should stress the work,
attentively study and grasp the relevant documents and
important speeches made recently by the central leading
comrades on united front work, and strive to do well in
the important task of upholding and perfecting the
multiparty system under the leadership of the Commu-
nist Party of China and the system of political consulta-
tion.

Jiangxi United Front Cadres Study CPC
Multiparty Document

OW1902114390 Nanchang Jiangxi Provincial Service
in Mandarin 1100 GMT 8 Feb 90

[Text] The United Front Work Department of the pro-
vincial party committee today organized its personnel to
earnestly study “Opinions of the CPC Central Com-
mittee on Persisting in and Improving the System of
Multiparty Cooperation and Political Consultation
Under the Leadership of the CPC,” made public by the
CPC Central Committee recently. The participants
enthusiastically discussed the document in light of the
actual situation in united front work in the province.

They said that the document was formulated in accor-
dance with the guidelines of the 4th and 5th Plenary
Sessions of the 13th CPC Central Committee and the
instructions of Comrades Deng Xiaoping and Jiang
Zemin on united front work. It sums up the successful
experience and fine traditions in multiparty cooperation
under the leadership of the CPC in the past 40 years,
particularly since the 3d Plenary Session of the 11th CPC
Central Committee, and puts forward concrete require-
ments for persisting in and improving the system of
multiparty cooperation and political consultation under
the leadership of the CPC. It is an important measure for
advancing the restructuring of China’s political system
and strengthening the building of socialist democracy in
China. It is a sharp weapon for opposing the call to
implement in China the multiparty cooperation system
of the West, opposing bourgeois liberalization, and
opposing the peaceful evolution that international hos-
tile forces wish to effect in China. It is a programmatic
document for bringing all positive factors into play to
safeguard the political situation in China and to guide
the work of democratic parties in the years to come.

In studying and discussing the document, the partici-
pants recalled the history of long-term cooperation
between the various democratic parties and the CPC in
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the periods of the democratic revolution, socialist revo-
lution, and socialist construction. They agreed unani-
mously that the system of multiparty cooperation and
political consultation under the leadership of the CPC
took shape and developed in the practice of long years of
revolutionary struggles. The historical practice of revo-
lution and construction in China has fully proved that
the various democratic parties are close comrades-
in-arms of longstanding who have gone through thick
and thin with the CPC and are an important force for
safeguarding stability and unity in China and for pro-
moting its socialist modernization and reunification.
The formulation of the document is extremely necessary
to stabilize the pattern of multiparty cooperation under
the leadership of the CPC, to bring into full play the
characteristics and superiority of China’s political
system, to persist in and improve the political system
suited to China’s reality, to develop socialist democracy,
and to strengthen the legal system.

After studying the document, the participants agreed
that an important task for united front work at present
and in the days to come is to conscientiously study,
publicize, and implement the document. United front
work cadres must first study and understand the docu-
ment so as to advance the implementation of the system
of multiparty cooperation and political consultation
under the leadership of the CPC. United front cadres
must inherit and carry forward the party’s fine tradition
and work style in united front work, forge close ties with
people outside the party, enhance the trust of nonparty
people in our party by setting good examples, raising the
party’s prestige, strengthening its attractiveness, and
making greater contributions to the reunification of the
motherland and the invigoration of Jiangxi.

Shanghai CPPCC Supports CPC Multiparty
Document

OW 1802213490 Shanghai City Service in Mandarin
2300 GMT 9 Feb 90

[From the “Morning News” program]

[Text] The publication of the “Opinions of the CPC
Central Committee on Adhering to and Improving the
System of Multiparty Cooperation and Political Consul-
tation Under the Leadership of the CPC” was very
timely and necessary. The document sets forth in an
all-around way the status, nature, role, and function of
China’s democratic parties as well as their future histor-
ical mission. It is a programmatic document.

The above statement was unanimously voiced by the
more than 100 members of the municipal committee of
the Chinese People’s Political Consultative Conference
[CPPCC] who attended the first four-day spring seminar.
After the transmission of the CPC document, members
of the municipal committee attending the seminar held a
group discussion of the document. They unanimously
pointed out that the system of multiparty cooperation
and political consultation is an important part of China’s
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socialist democracy, an important result of the reform of
China’s political structure, and a product of the integration
of Marxism-Leninism with China’s revolutionary practice.
It is of immediate and historical significance and will
inevitably have a major impact at home and abroad.

In their discussion of the document, the committee
members repeatedly pointed out that the document
stipulates explicitly that the system of multiparty coop-
eration and political consultation under the leadership of
the CPC is China’s basic political system. It makes clear
the status of the democratic parties in participating in
the political process and affirms that the democratic
parties are an important force in safeguarding China’s
stability and unity and promoting socialist moderniza-
tion and reunification of the motherland. At the same
time, it creates, by means of specific rules and regula-
tions, a favorable political environment for the demo-
cratic parties to participate in political and government
affairs and to bring into play the role of democratic
supervision. This will undoubtedly serve to boost the
morale of the democratic parties.

The members also said that the whole Communist Party will
definitely attach great importance to implementation of this
extremely important Marxist-Leninist document. Con-
ducting political consultation and democratic supervision
on a regular basis will also be truly institutionalized.

Shanghai People’s Congress Committee Opens
Session

OW2502005590 Shanghai City Service in Mandarin
1000 GMT 13 Feb 90

[Text] The 15th meeting of the Ninth Municipal People’s
Congress Standing Committee opened this afternoon.

Chairman Ye Gongqi presided over the meeting.

Qi Naikuan, member of the Legislative Affairs Com-
mittee of the municipal People’s Congress, explained the
progress in revising the draft of the Shanghai municipal
provisions for protecting women and children. A prelim-
inary deliberation of this bill was already held at the 13th
meeting of the municipal People’s Congress Standing
Committee. The current meeting will further deliberate
the bill before it is formally adopted.

Shen Minkang, secretary general of the Standing Com-
mittee, explained the progress in revising the draft
procedural rules of the Shanghai Municipal People’s
Congress. He said that this bill was initially discussed by
members of the Standing Committee at the 13th meeting
of the Standing Committee. They held that the draft
procedural rules, which embody the experience of the
municipal People’s Congress and conform to the reality
of Shanghai, are basically satisfaciory. They also offered
suggestions for revising the bill. After further discussion,
the current meeting will decide whether to submit the
draft procedural rules to the third session of the ninth
municipal People’s Congress for deliberation.
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Vice Mayor Zhuang Xiaotian attended the meeting as an
observer.

Jiangxi Soldiers Receive Education on World
Situation

OW1502181590 Nanchang Jiangxi Provincial Service
in Mandarin 1100 GMT 13 Feb 90

[Text] On 9 February, more than 50 office cadres of the
provincial Military District organized into 10 groups led
by principal leaders of the Military District. They braved
severe cold to go to companies and county people’s
Armed Forces departments where they conducted exten-
sive education about the current situation. They publi-
cized the party’s line, principles, and policies and
answered questions raised by cadres, fighters, mili-
tiamen, and personnel on reserve duty, thus further
steeling the belief that socialism is bound to triumph.

In view of various doubts and misgivings reflected by
some comrades as a result of the changing international
situation, leaders of the provincial military district paid
attention to guiding cadres, fighters, militiamen, and
personnel on reserve duty in applying the Marxist mate-
rialist concept of history to analyze the developmental
trends in social history in order to make the education
effective. Linking the history of the international com-
munist movement to the practice of socialism in our
country, the leaders of the military district helped the
personnel further steel their belief that socialism is
bound to triumph.

First, they theoretically explained that the process of
development of human history is independent of man’s
will and that the substitution of socialism for capitalism
will be the inevitable outcome of historical development.
Second, in light of the situation in our country, they
clearly explained that our party, Armed Forces, political
power, geographical position, and history and traditions,
as well as our party’s basic line, are essentially different
from those in other countries. Third, based on the actual
situation in our country, they clearly explained that the
current political situation, policies, and social order in
our country are stable and that the achievements made
in improving the economic environment, rectifying the
economic order, and deepening the reform are primary,
and that the difficulties encountered in these areas are
temporary. They said that the difficulties are those
encountered on the road of advance and they can be
surmounted through effort.

Through study, large numbers of officers and men as well
as militiamen and personnel on reserve duty understood
more clearly the heavy burdens on their shoulders. They
voiced their determination to rally around the party
Central Committee, to resist the corrosive influence of
bourgeois liberalization, to thoroughly smash the con-
spiracies of hostile forces at home and abroad to pro-
mote peaceful evolution, and to strengthen the building
of Army units, the militia, and units of personnel on
reserve duty.
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Shandong Pecple’s Congress Standing Committee
Meets

SK 1602080790 Jinan Shandong Provincial Service
in Mandarin 2300 GMT 14 Feb 90

[Text] The 14th Standing Committee meeting of the
seventh provincial People’s Congress opened at the
Zhenzhuguan meeting hall of the provincial People’s
Congress Standing Committee on the morning of 14
February. Li Zhen, chairman of the provincial People’s
Congress Standing Committee, presided over the
meeting.

At the plenary session held on the morning of 14
February, the participants listened to the report deliv-
ered by (Yue Zhenmo), vice chairman of the Credentials
Committee under the seventh provincial People’s Con-
gress Standing Committee, on examining the qualifica-
tions of the deputies for the by-election; listened to the
report made by Yu Peigao, secretary general of the
provincial People’s Government, on how the sugges-
tions, criticisms, and opinions from deputies to the
provincial People’s Congress were handled by govern-
ment departments throughout the province; listened to
the report made by Wang Shenglin, deputy secretary
general of the provincial People’s Congress Standing
Committee and director of the legal work committee
under the provincial People’s Congress Standing Com-
mittee, on the revision of the draft rules of procedures of
the provincial People’s Congress; listened to the report
made by Xu Xuemeng, secretary general of the provin-
cial People’s Congress Standing Committee, on the prep-
arations for holding the third session of the seventh
provincial People’s Congress; and listened to the report
on submitting to the congress for acceptance the resig-
nation of Comrade Yang Xingfu from the post of vice
chairman of the seventh provincial People’s Congress
Standing Committee.

According to the agenda item approved at this plenary
session, the participants of this meeting will also discuss
and revise the discussion draft of the work report of the
provincial People’s Congress Standing Committee to be
submitted to the third session of the seventh provincial
People’s Congress; will discuss and adopt the draft on the
suggested agenda items of the third session of the sev-
enth provincial People’s Congress; will discuss and adopt
the draft on the suggested namelists of members and
secretary general of the presidium of the third session of
the seventh provincial People’s Congress; will examine
the draft of the rules of procedures of the provincial
People’s Congress; and will decide by vote some items on
personnel appointments and removals.

Attending the plenary session on the morning of 14
February were Lu Hong, Xiao Hong, Wang Shufang, Xu
Jianchun, Lin Ping, Xu Sen, Yan Qingqing, and Li Ye,
vice chairmen of the provincial People’s Congress
Standing Committee. Attending the session as nonvoting
deputies were Zhang Ruifeng, vice governor of the
province; Zang Kun, chief procurator of the provincial
People’s Procuratorate; Xu Leijian, Gao Fengwu, and
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Zhang Zhusheng, deputies to the national and the pro-
vincial People’s Congresses; and responsible comrades
of the provincial Higher People’s Court, the relevant
departments under the provincial people’s government,
the various special committees under the provincial
People’s Congress, People’s Congress Standing Commit-
tees in the cities under the jurisdiction of the provincial
authorities, People’s Congress work committees in var-
ious prefectures, and People’s Congress Standing Com-
mittees in some counties and cities.

Jiangxi Standing Committee Hears Reports

OW2502011390 Nanchang Jiangxi Provincial Service
in Mandarin 1100 GMT 15 Feb 90 .

[From the “Provincial Hookup” program]

[Excerpts] The 13th Session of the Seventh Jiangxi
Provincial People’s Congress Standing Committee
opened in Nanchang this morning. It is scheduled to last
for five days.

Xu Qin, chairman of the provincial People’s Congress
Standing Committee, chaired the meeting. Wang Zemin and
Pei Dean, vice chairmen of the provincial People’s Congress
Standing Committee, were present. [passage omitted]

Attending the meeting as observers were Jiang Zhuping,
vice governor of the provincial people’s government; a
responsible person of the provincial Higher People’s
Court; and Wang Shuheng, procurator general of the
provincial People’s Procuratorate. [passage omitted]

The meeting is scheduled to hear a report by Jiang
Zhuping, vice governor of the provincial people’s gov-
ernment, on a general inspection of tax revenues and
prices in the province in 1989; explanations by (Qian
Xiaojiang), vice chairman of the provincial family plan-
ning commission, on the draft of provisional regulations
on family planning; a report by (Hou Yebin), vice
chairman of the education, science, culture, and public
health committee of the provincial People’s Congress, on
the examination of the draft regulations on family plan-
ning; a report by (Yan Meifeng), director of the provin-
cial mining bureau, on implementation of the law on
mineral resources in Jiangxi; and a report by (Zheng
Fangrong), director of the provincial culture department,
on cultural work in the province.

The meeting divided into groups to discuss the draft
regulations on family planning on the afternoon of 15
February.

SOUTHWEST REGION

Tibet People’s Congress Committee Holds Meeting

HK1202101790 Lhasa Tibet Regional Service
in Mandarin 1130 GMT 10 Feb 90

[Excerpt] The five-day 8th Plenary Session of the 5th
Tibet Autonomous Regional People’s Congress Standing
Committee concluded in Lhasa on 10 February.
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The closing ceremony was presided over Pagbalha Geleg
Namgyai, vice chairman of the Tibet Autonomous
Regional People’s Congress Standing Committee, and
was attended by Senggen Lozong Gyaincain, Lang Jie,
Jangzhong Zhaxi Doje, and Wang Guangxi, vice
chairmen of the Standing Committee, and all the mem-
bers.

They discussed and approved the following documents:
“Provisional Regulations and Their Interpretations
Regarding Supervision Work of People’s Congress
Standing Committees at All Levels in Tibet Autonomous
Region,” “Measures for Electing Tibet Autonomous
Regional People’s Congress Standing Committee,”
“Report by General Office and Legal Work Committee
of the Tibet Autonomous Regional People’s Congress
Standing Committee on Trial and Settlement of Cases,”
“Decision on Altering Formulation Procedure of Local
Decrees and Regulations,” and “Decision on Holding
the 3d Plenary Session of the 5th Tibet Autonomous
Regional People’s Congress.”

Tudao Doje, vice chairman of the Tibet Autonomous
Regional People’s Government, Yang Youcai, chief
procurator of the Tibet Autonomous Regional People’s
Procuratorate, and a number of other leaders of the
Tibet Autonomous Regional People’s Government
attended as nonvoting delegates. [passage omitted]

NORTHWEST REGION

Shaanxi Trade Union Cadres Study CPC
Leadership Circular

HK0602043690 Xian Shaanxi Provincial Service
in Mandarin 0030 GMT 3 Feb 90

[Text] The provincial Trade Union Federation yesterday
called a forum for trade union cadres to study and
discuss the circular issued by the CPC Central Com-
mittee on strengthening and improving the party’s lead-
ership over trade unions, Communist Youth League
[CYL] organizations, and women’s federations.

Participants in the forum pointed out that the circular
has summed up the basic experience of our party in mass
work in the past 40 years, particularly during the past
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decade; gives concrete expression to our party’s guiding
ideology of relying on the working class heart and soul
and on the broad masses of the people; and is a program-
matic document for guiding the trade union work of our
country during the period of economic construction.
They also said that trade union organizations should be
guided by the spirit of the central circular in the future,
giving full play to their features and advantages under
the unified leadership of the party, carrying out their
work independently and with creativeness and main-
taining closer ties with workers and staff members so
that they will become in their true sense organizations
supported and trusted by large numbers of workers and
staff members.

Xue Zhaoyun, member of the secretariat of the All-
China Federation of Trade Unions, and Gao Yingming,
chairman of the provincial federations of trade unions,
attended and addressed the forum.

Xinjiang Democratic Parties Support CPC
Document

HK1202082190 Urumgqi Xinjiang Regional Service
in Mandarin 2300 GMT 11 Feb 90

[Text] The publication of the document containing the
opinions of the CPC Central Committee on persisting in
and improving the system of multiparty cooperation and
political consultation under the leadership of the CPC
has evoked strong repercussions in the branches of
various democratic parties in Xinjiang.

In an interview with reporters of our station, (Han
Youwen), chairman of the Revolutionary Committee of
the Chinese Kuomintang branch in Xinjiang; (Ma
Meisheng), chairman of the branch of the China Demo-
cratic League branch in Xinjiang; and (Hong Xue),
chairman of the China Association for Promoting
Democracy branch in Xinjiang; unanimously pointed
out that the formation and timely publication of the
document was a major event in the development of
democracy in our country, and also a matter of impor-
tance for all democratic parties. They pledged heartfelt
support for the document, firmly upholding the leader-
ship of the CPC, and unswervingly following the road of
socialism.
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Beijing Attacks Kuomintang on Taiwan
Independence

HK2602021390 Hong Kong HONGKONG STANDARD
in English 26 Feb 90 p 6

[By Lo Dic]

[Text] Beijing has launched its sternest attack yet on the
Taiwan ruling Kuomintang and says its policy of
covertly promoting Taiwan independence is even more
dangerous than the clear-cut proindependent move-
ments of the separatist forces on the island.

In an article published in the latest issue of the official
OUTLOOK WEEKLY, Mr Li Jiaquan of Beijing’s
Taiwan Research Institute said that such officially pro-
moted separatism was the bane of all proindependent
movements that are being mounted in Taiwan today.

He said that it would only result in catastrophe for the
Chinese people on both sides of the Taiwan Strait.

Chinese observers said Beijing’s wordy attack reflected
its anger over the KMT’s [Kuomintang] policy direction
in recent years, under the leadership of Taiwanese Pres-
ident Li Teng-hui. They said the policy sought to pro-
mote Taiwan as an independent political entity.

Beijing’s move reflected its intention to prevent the
KMT from becoming a Taiwanese-dominated party and
from going too far in the separatist direction, they said.

Amid power struggles in the KMT, leadership has
become acute in recent days. The power struggles are
taking place between President Li and the KMT party
old guards, who are mainly mainlanders, over issues
which are related to the source of the party’s legitimacy,
they explained.

In the article, to be published today, Mr Li pointed out
that the KMT’s covert separatism is a product of its
legitimacy crisis, resulting from its inability to recover
the mainland while at the same time refusing to talk with
Beijing for reunification.
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Today, although still holding the brand of “republic of
China,” the KMT can no more claim to be representing
the whole of China, and it therefore tries to promote a
separatist Taiwanese political identity as its source of
legitimacy, Mr Li said.

Such covert separatism was clearly seen in the support of
the so-called “one country, two governments” that was
raised last spring and has been embodied in the KMT
authorities’ moves for “feasible diplomacy,” which
approaches foreign countries for “double recognition,”
he said.

Mr Li mentioned that another contributing factor for the
KMT’s covert separatism was the political support of the
United States government.

From the 1950s to the 1970s, there were U.S. political
forces repeatedly advocating “one China, one Taiwan”
and in the 1980s, especially in the last two years, these
forces have encouraged and helped the KMT authorities
to “strive for independent identity in the international
realm,” he said.

Even the U.S. government has adopted a double stan-
dard by maintaining official relations with both main-
land China and Taiwan.

Former President Ronald Reagan’s recommendation to
the Bush administration for “observing the (U.S. gov-
ernment’s) Taiwan Relations Act” was clear evidence of
this, he said.

Mr Li pointed\ out that there were also some pro-Taiwan
forces in Japan acting in the same fashion—to encourage
the KMT in adopting covert separatism.

It is with these domestic and foreign backdrops that the
KMT authorities adopt the covert separatism, he said,
adding that the KMT also uses the temporary difficulties
and unfavourable factors faced by the mainland to shirk
the talks for reunification, he said.
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Article on Taiwan’s Market, Trade With PRC

900H0173A Hong Kong CHING PAO [THE MIRROR]
in Chinese No 11, 10 Nov 89 pp 74-76

[Article by Huang Zhonglian (7806 0112 5114):
“Explore the Taiwan Market and Develop Trade
Between the Two Sides of the Strait™}]

[Text] The expansion of trade between the two sides of the
Taiwan Strait will contribute politically to the peaceful
reunification of the two sides and economically to the
development of the export-oriented economy of the coastal
areas.

Since the beginning of the 1970’s, Taiwan’s exports have
increased year after year, resulting in a rapidly growing
trade surplus and a huge foreign exchange reserve which
now stands at more than $70 billion. This has irked
Taiwan’s major trading partners, including the United
States, and they are adopting rigid, protective trade
measures to force Taiwan to reduce exports and increase
imports to eliminate the trade surplus. Taiwan has been
forced to gradually open up its market, increase imports,
expand domestic demands, readjust its industrial struc-
ture, and seek new motive forces for continued economic
growth. Thus, Taiwan has become a potentially great
new market, attracting much attention from surrounding
countries and areas. The Hong Kong Trade Develop-
ment Bureau regards the Asian-Pacific region as the
focus of Hong Kong’s trade expansion in the next few
years. For this reason, it has recently set up an office in
Taiwan and held three rather large “Hong Kong prod-
ucts fair” in a row to lead Hong Kong businesses in
actively exploring the Taiwan market.

Since around the beginning of the 1980’s, Mainland
China has implemented a policy of opening to the
outside world, and the Taiwan authorities have also
gradually relaxed their policy toward the mainland,
making it possible for fairly rapid development of eco-
nomic and trade relations between the two sides. How-
ever, restricted by a variety of factors, the volume of
bilateral trade is still limited at present, especially
exports from the mainland to Taiwan. The expansion of
trade between the two sides of the Taiwan Strait will
contribute politically to the peaceful reunification of the
two sides and economically to the development of the
export-oriented economy of the coastal areas.

The Trend of Trade Between the Two Sides

Before 1979, trade between the two sides, totaling only
$47 million, was basically one-way export from the
mainland to Taiwan. After 1979, two-way trade, mainly
entrepot trade, began to develop. In the 11 years to the
present, trade between the mainland and Taiwan has
gone through three developing stages under the policies
of the two sides. '

From 1979 through 1981, trade between the two sides
rose quickly to $467 million in 1981, nearly 10 times
than before 1979.
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From 1982 through 1986, trade between the two sides
rose with fluctuations. In 1982, the trade volume
dropped to $298 million. It began to rise again in 1983,
topped $1 billion in 1985, but dropped to $958 million
in 1986, only double that in 1981.

From 1987 to the present, trade between the two sides
has grown steadily. In 1987, the Taiwan authorities
began to relax their policies toward the mainland and
successively lifted the bans on traveling to the mainland
to visit relatives and on indirect trade. As a result, the
trade volume between the two sides rose to $1.56 billion
in the same year, and $2.72 billion in 1988, increasing by
65 percent and 80 percent respectively each year.
According to a forecast by the China Research Institute
in Taiwan, trade between the two sides may top $3
billion in 1989, maintaining a fairly high growth rate.

An analysis of the trade development between the two
sides in the past 11 years shows the following character-
istics:

First, trade has developed very rapidly. In the 11 years
betweem 1978 and 1988, mainland China’s total imports
and exports increased by 340 percent, an average of 31.5
percent per year. In the same period, Taiwan’s total
imports and exports increased by 378 percent, an
average of 34.4 percent per year. But, in the same period,
the trade volume between Mainland China and Taiwan
increased from $46.68 million in 1978 to more than $2.7
billion in 1988, and the 11-year total was $8.4 billion, a
70-fold increase betwen 1978 and 1988, with an average
annual increase of 67.5 percent. From January through
April this year, entrepot trade between the two sides
totaled $1,144 million, a 64.3 percent increase over the
same period last year. Trade between the mainland and
Taiwan has grown at a much higher rate than that of
either the mainland or Taiwan with other parts of the
world.

Second, trade between the two sides is highly comple-
mentary. Before 1985, Taiwan commodities exported to
the mainland consisted mainly of household electrical
appliances, nylon fabrics, umbrellas, and other con-
sumer goods. In the past two years, owing to the
increasing needs of the mainland’s growing industries
and the increased number of factories established on the
mainland by Taiwan companies, exports of industrial
raw and semifinished materials, intermediate products,
machineries, and equipment from Taiwan to the main-
land have increased sharply. In 1988, these products
accounted for 93 percent of Taiwan’s total exports to the
mainland. The export mix from the mainland to Taiwan
has also changed considerably. In the past, it consisted
mainly of food, Chinese medicinal herbs, and other local
and special products. Since the Taiwan authorities suc-
cessively lifted the ban on 50 kinds of mainland prod-
ucts, allowing them to be brought into Taiwan through
an entrepot, exports of industrial raw materials and
finished products from the mainland to Taiwan have
also increased considerably, rising to 84 percent of
Mainland China’s total exports to Taiwan in 1988. The
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changing product mix indicates that trade between the
two sides has made the turn from simple purchases and
sales to normal economic activities seeking comparative
advantages and supplying each other’s needs.

Third, trade between the two sides is very unbalanced.
Before 1979, it consisted almost entirely of imports of
mainland products by Taiwan. In 1980, Taiwan prod-
ucts began to enter mainland markets and have since
been growing rapidly in volume. In contrast, because
direct trade between the two sides is still prohibited by
the Taiwan authorities, it is difficult for mainland prod-
ucts to get into Taiwan. As a result, trade between the
two sides is extremely unbalanced. According to Hong
Kong customs statistics, Mainland China’s exports to
Taiwan totaled $46.68 million in 1978 and $288.94
million in 1987, a 510-percent increase in 10 years. In
1978, Taiwan exported about $50,000 worth of goods to
the mainland through Hong Kong. Taiwan’s exports to
the mainland rose to $1,226,530,000 in 1987, a 24,531-
fold increase in 10 years. Comparing the two, exports
from Taiwan to the mainland grew 4,021 times as fast as
that from the mainland to Taiwan. Year after year,
Taiwan enjoyed a favorable balance of trade with the
mainland, which in the 11 years up to 1988 accumulated
to a whopping $5.15 billion. This situation is hardly
conducive to the sound development of trade between
the two sides.

Characteristics of the Taiwan Market

Like other markets, the Taiwan market is composed
mainly of two large categories of goods—capital goods
and consumer goods. Because of its limited territory,
small population, and lack of natural resources, Taiwan’s
economy is highly export-oriented and has its own
distinctive characteristics.

1. Increasing Absorption Capacity

Taiwan has a land area of more than 35,000 square
kilometers and a population of 20 million. Judging by
territory and population, the market is very limited in
scale. However, in terms of import volume, it is a very
large market. From 1952 to 1985, Taiwan’s imports
increased at an average annual rate of 16 percent. From
1986 to 1988, the average annual increase rose to 35
percent. In 1988, Taiwan’s imports totaled $49.65 bil-
lion, the 16th largest in the world.

Deficient in natural resources, Taiwan has long relied on
large-scale imports and exports to stimulate economic
development. The purpose of import is for export.
Therefore, its import market is dominated by capitals for
production. Capital equipment and agricultural and
industrial raw materials accounted for 92.5 percent of
the total value of Taiwan’s imports in 1988. Electronic
equipment, machinery, chemical products, iron and
steel, transport means, crude oil, nonferrous metals, and
so forth are among the items imported in largest quan-
tities. At present, consumer goods make up only 7.5
percent of Taiwan’s imports, but they have great poten-
tial for growth. With economic development, Taiwan’s
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living standard has been improving quite rapidly in
recent years. In 1988, the per capita national income rose
to more than $6,000, and the island’s savings deposits
reached a total of NT$600 billion. Desires for consump-
tion are high, and the people want more and more
comfort and enjoyment in clothing, food, housing, and
transportation. For example, imported transportation
means increased by 72.1 percent in 1988 over that in
1987, and accounted for 5.7 percent of the year’s total
imports, as compared with 4.7 percent a year ago, and
the increase was caused by a sharp rise in the number of
imported cars. Imports of corn and wheat, used in food
processing, also increased by 56.2 percent and 31.3
percent, respectively, in 1988. In clothing, the trend is
toward brand names and high-grade products. The
demand for jewelry and gold ornaments is growing
rapidly. More and more Japanese and Hong Kong busi-
nessmen are setting up shops in Taiwan and making big
money.

In July 1987, the Taiwan authorities greatly relaxed
foreign exchange control, basically allowing individuals
and companies to own, buy, and sell foreign exchange
freely. No prior approval is required for outward remit-
tances of $1 million or less, and each person can remit $5
million each year, thus relaxing the restrictions on for-
eign exchange payments for imports. The relaxation of
market control in Taiwan is just beginning. With the
implementation and perfection of economic liberaliza-
tion and internationalization, the market will become
increasingly more open.

2. Increasing Openness

Before 1986, Taiwan’s imports, though quite sizable
each year, were limited mainly to products for processing
and re-export. The market was protected with extremely
strict measures. In the past few years, under pressure of
international trade protectionism, the Taiwan authori-
ties have adopted the tactics of economic liberalization
and internationalization, and gradually opened its mar-
kets to foreign countries. The major steps taken include
reducing the number of restricted import items, lowering
import duties, simplifying import procedures, and
relaxing foreign exchange control.

With regard to import restrictions, the Foreign Trade
Bureau announced the relaxation of import restrictions
on 333 products in February this year, lifted the ban on
13 imported fruits in March, and is now studying if
control can be relaxed on more than 1,000 other
imported items.

With regard to import duties, Taiwan’s Ministry of
Finance this year has lowered the duties on 4,840 prod-
ucts, or 62 percent of all the items covered by the
customs import tariff, by an average of 24.6 percent. The
ministry has set a four-year goal to reduce import duties
on industrial products by eight percent in 1989, seven
percent in 1990, six percent in 1991, and five percent in
1992, for a total reduction of 26 percent. So far, Taiwan
has lowered its maximum import tariff from 75 percent
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in 1988 to the present 57.5 percent. In the next round, it
may be reduced by another 20 percent or more.

In simplifying import procedures, so far the number of
products which can be imported without a license has
increased to 8,429, about 30 percent of the total number
of imported items. They include electrical machinery,
household electrical appliances, pulp, and paper. A deci-
sion has also been made recently to abolish 1,589 duty-
refund items, including chemicals, electrical appliances,
iron and steel, spices, and other commodities. Thus the
market has become much more open to foreign coun-
tries.

At present, Taiwan still maintains a huge trade surplus,
and its foreign exchange reserve remains enormous. To
alleviate trade frictions, while continuing to increase
exports, Taiwan will rely more on expanding domestic
demands to stimulate economic growth. And individual
consumption demands are high. Therefore, Taiwan’s
import market will continue to expand, and this year’s
gross import is expected to exceed $60 billion.

3. Demands for Mainland Products

At present, the Taiwan authorities still maintain the
stand of no direct postal links, trade relations, and air
and shipping services with the mainland. Although the
ban is being lifted gradually on indirect trade, so far only
50 agricultural and industrial raw materials have been
officially permitted to be imported indirectly from the
mainland. However, Taiwan’s industrial and commer-
cial circles, suffering from difficulties caused by the
appreciation of the Taiwan currency, are very interested
in the low-priced mainland products. They are dexter-
ously going around the artificially imposed obstacles by
the government and bringing more mainland products
into the Taiwan market.

The largest mainland export to Taiwan in 1988 was
nonedible raw materials, which accounted for 39 percent
of the total; the second largest was manufactured goods
classified as raw materials, 27.2 percent; and the third
was chemicals and related products, 11.2 percent. It
shows that Taiwan’s demands for mainland products are
still mainly agricultural and industrial raw materials.
However, a look at the growth rates shows that in 1988,
the export of tobacco and tobacco products from the
mainland to Taiwan increased by 150 percent; animal
and vegetable oils, fats, and waxes increased by 460
percent; machinery and transport equipment increased
by 620 percent; and miscellaneous products increased by
200 percent. It shows that Taiwan’s market demands for
mainland products have grown in variety and especially
in quantity.

At present, mainland products have only a very small
share of Taiwan’s market, about one percent of Taiwan’s
gross annual import. Among Taiwan’s largest imports,
food items, beverages, and tobacco amount to $1.825
billion each year, of which the mainland accounts for
only some $50 million, or 2.8 percent; photographic
equipment, optical articles, and clocks and watches total
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$500 million each year, of which the mainland accounts
for only $530,000, or 0.19 percent; and machinery and
transportation means total nearly $7.8 billion, of which
the mainland accounts for only some $28 million, or
0.36 percent. It is obvious that there is still great poten-
tial for mainland products to gain a larger share of
Taiwan’s market.

Fujian’s Potential for Trade With Taiwan

Facing each other across the strait, Fujian and Taiwan
are close geographically, linked by ties of blood, similar
in customs, and speaking the same dialect. Fujian has
many inherent advantages in developing trade with
Taiwan. Once the ban on direct postal links, trade
relations, and air and shipping services with the main-
land is lifted by the Taiwan authorities, Fujian will
become the ideal place for direct contacts between the
two sides. Even for the indirect contacts at present,
Fujian’s proximity to Hong Kong and Macao makes it
very convenient for the transshipment of goods to
Taiwan.

At present, there are in Fujian the Huamin (Group)
Company, the Fujian Provincial Foreign Trade Com-
pany, and the Xiamen Youli Taiwan Trading Company
approved by the state to engage in large-volume entrepot
trade with Taiwan. There are also more than 10 compa-
nies engaged in small-volume direct trade, limited to
$50,000 each voyage, with Taiwan. Receiving centers for
Taiwan compatriots and berthing points for Taiwan
fishing boats have been established in many places along
the Fujian coast. A multilevel and multiform Taiwan
trade network is beginning to take shape, and a great deal
of experience has been accumulated.

Since the Taiwan authorities lifted the ban on travel to
the mainland to visit relatives, more and more Taiwan
compatriots have returned to the mainland to visit their
relatives each year. Fujian is the destination for most of
them. They return to Fujian to look for their roots, add
their names to the family pedigree, and visit relatives
and friends. Taiwan fishing boats also call on Fujian
shores to replenish supplies, visit places, and make
business deals, and these contacts are becoming increas-
ingly frequent. Through contacts and conversations with
them, a lot of information on Taiwan’s markets can be
obtained for us to keep abreast of developments, readjust
our policies, and develop trade with Taiwan.

As of the end of May this year, there were 365 enterprises
and joint development projects involving Taiwanese
investments in Fujian, of which more than 200 have
begun production or opened for business. Recently
Fujian has designated Haicang and Xinglin, in Xiamen,
and Meizhouwan, in Putian, as Taiwanese business
development zones, where Taiwanese investors will be
given preferential treatment. In the future, more Tai-
wanese firms are expected to invest and build factories in
Fujian. Most of the Taiwanese-funded enterprises are




78 TAIWAN

enterprises which import raw materials and export fin-
ished products. They know what the demands are in
Taiwan and are familiar with the marketing channels.

The Huamin

t representative organization of the Fujian Provincial
Government in Hong Kong. It is the general agent for all
the economic and trade enterprises of Fujian province in
Hong Kong and Macao. And it has close ties with
Taiwan’s industrial and commercial circles. It will play a
major role as a bridge in the future development of trade
between the two sides of the strait.

DPP Members Discuss Internal Ideological Conficts

900N02024 Hong Kong CHIUSHIH NIENTAI [THE
NINETIES] in Chinese No 238, 1 Nov 89 pp 47-48

[Interview with Lu Yu (0712 2509), Lin Cheng-chich
(2651 2973 2638), and Lin Cho-shui (2651 3424 3055),
factional representatives of the Democratic Progressive
Party (DPP), by Liang Mei-fen (2733 5019 5358): “The
Reunification-Independence Debate and Future Devel-
opment of the DPP”]

[Text} Since Taiwan lifted martial law in 1987, people’s
forces outside the KMT [Kuomintang] have grown rap-
idly and the number of large and small parties has
exceeded 20. Among them, the Democratic Progressive
Party (DPP) is the strongest. However when the KMT
government is trying to open up politics and hold the
first democratic election at the end of 1989, widely
circulated rumors indicate that the DPP, the KMT’s
greatest threat, is going to break up. Is the development
of Taiwan’s non-KMT forces really as promising as
outsiders said? Where are their main differences? I
interviewed the representatives of the DPP’s various
factions on these issues at the end of August. First, I will
make a brief analysis.

Analysis of Various Opposition Parties and Their
Factions

The DPP is divided into three main factions: the For-
mosa, Progressive, and New Tide factions.

The Formosa faction, which is headed by Huang Hsin-
chieh [7806 0207 0094], emphasizes Taiwan residents’
self-determination (namely deciding their future on their
own), stresses political openness, and seeks a checks-
and-balances government. But economically it advocates
“the theory of economic uncertainty,” holding that all
issues concerning the economic system must wait until
after the political system is opened up. Because of this,
some people criticize the Formosa faction as the faction
that “remains unchanged for 50 years.” Many behind-
the-scene supporters of this faction are businessmen,
whereas the so-called political business families of
Taiwan all tend to support Taiwan’s existing economic
system. This faction vacillates somewhat on the issue of
reunification and independence.
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Another faction of the DPP is the Progressive faction
headed by Lin Cheng-chieh {2651 2973 2638]. Lin
Cheng-chieh’s origin is Mainland China. In Taiwan,
people whose origin is Mainland China generally tend to
“oppose Taiwan independence,” whereas native Tai-
wanese, in comparison, prefer Taiwan independence.
The slogan of the Progressive faction is ‘*‘opposing
Taiwan independence and peace for the Taiwan Strait.”
This faction has many “green” ideas [ecological orienta-
tion], namely emphasizing grassroots democracy, the
society of ecological economy, social responsibility, and
an antinuclear stance. However, this faction’s power is
relatively weak in the DPP.

The New Tide faction is the strongest competitor of the
Formosa faction. Many of their major members have
returned from Europe and the United States. They
vehemently advocate independence and uphold “the
theory of uncertainty of Taiwan’s position.” They think
that, since Japanese withdrew from Taiwan after the end
of World War II, Taiwan’s affiliation has never been
clearly defined. They believe that Taiwan should adopt
the democratic system both politically and economically
and that every region has the right to seek democracy. Of
all factions in the DPP, the New Tide faction has the
greatest “leftist” tendency and belongs to the “pro-
independence leftist” group. But, because its members’
political ideas are mostly inclined to those of the West
and their economic ideas are very vague, they are often
criticized by Taiwan’s leftists, although they consider
themselves leftists. Taiwan’s “pro-reunification leftists,”
in particular, almost totally negate that the New Tide
faction is leftist. They also criticize the latter for having
the United States as their backing. Representatives of the
New Tide faction include Chiu I-jen [6726 5030 0088],
Wu Nai-jen [0702 0035 0088], Lin Cho-shui [2651 3424
3055], and Hung Chi-chang {3163 1142 2490].

Taiwan has many leftist forces in addition to the DPP,
but they are very scattered and cannot be merged into a
group like the DPP. They include the Taiwan Labor Law
Support Group, the Housewives’ Alliance, the Farmers’
Rights Association, the Workers’ Party, and the Labor
Party. Taiwan’s Workers’ Party does not emphasize the
division of class and calls itself “a political party for the
whole people.” The Labor Party, however, emphasizes
class analysis and wants to unify China with socialism.
But after 4 June, most of these factions talked about the
issue of reunification on a low key, advocated peaceful
reunification, respected objective history, and consid-
ered actual conditions.

Lu Yu [0712 2509} The Formosa faction. He was
sentenced to life in prison in 1969 on the charge of
involvement in the student movement. His sentence was
later reduced to 15 years. He was released from prison in
1984 and now works as a member of the Taiwan Political
and Economic Research Institute, which is a peripheral
organization of the DPP.

[Liang Mei-fen] According to widely circulated outside
rumors, the New Tide and the Formosa factions have
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great differences and the Progressive faction is ecologi-
cally oriented. * Do you think that it is highly possibie
that these three factions will split up? Will the Progres-
sive faction break away and become a new “Green
Party*?

[Lu Yu] This ecologically-oriented tendency of the Pro-
gressive faction is indeed very obvious. As far as political
line is concerned, they really should form a Green Party.
But, unfortunately, their manpower is still limited, so
forming an independent party is impossible for the time
being, especially before the general election at the end of
1989. 1 believe that, currently, the Progressive faction
still is a supporter of the DPP. However, I also hope that
one day they can develop into a “Green Party.”

As for the problems between the New Tide and the
Formosa factions, they are indeed very serious. The
economic ideas of these two factions are very different.
Besides, the leftist ideas of the New Tide faction are
somewhat confusing. For the time being, neither side can
control the other. But the force of the New Tide faction
tends to grow as each day goes by. Their concept of
“Taiwan independence” is very popular among young
people. About 60 percent of student movement forces in
Taiwan’s universities are attracted to them. I believe that
the results of the general election at the end of 1989 will
be decisive. After the general election, it is very possible
that the DPP will split up. At present, these two factions
are cooperating in consideration of the situation as a
whole. If the Formosa faction’s general election results
are not satisfactory, it will probably break away and form
its own party and leave the New Tide faction as the main
force of the DPP. But the DPP’s split up is nothing to be
concerned about; it is possible that the KMT also will
split up. All these are Tides of natural development.

[Liang Mei-fen] Some people say that the Formosa
faction persists in the economic theory of “having no
change for 50 years.” They also say that you are not
much different from the KMT. Do you agree?

[Lu Yu] As a matter of fact, we did not say that economy
should remain unchanged for 50 years. We said only that
the reform of economic system is a relatively remote
matter. What we can and need to do now is achieve
political democratization.

[Liang Mei-fen] The Formosa faction has been consid-
ered as Taiwan’s pro-reunification group. What do you
think about this?

[Lu Yu] In fact, the Formosa faction did not say that it
was pro-reunification. It was only because the DPP’s
chairman Huang Hsin-chieh himself was considered to
have the “pro-reunification” tendency and he happened
to belong to the Formosa faction. Even so, he himself
seems to be much more low-key about his “pro-
reunification™ stand than he was before. As far as the
Formosa faction is concerned, the issue of reunification
and independence is actually not our major concern.
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What we are mainly concerned about is to seek first of all
a politically open government under the checks-
and-balances system.

Lin Cheng-chieh: A respresentative of the Progressive
faction, former Taipei City Council member, and
founder of CHIEN CHIN [PROGRESS] magazine
which has stopped publishing. He was once sentenced to
one year in prison for libel committed while addressing
inquiries at a council session.

[Liang Mei-fen] What is the base for your stand of
“opposing independence and peace for the Taiwan
Strait™? What is the effect of the 4 June incident on you?

[Lin Cheng-chieh] Our slogan “opposing independence”
is based mainly on the political environment of reality.
We do not suggest that we unify with Mainland China
right now. But after the two societies develop to a certain
degree, we may consider rational reunification with the
mainland. In fact, the 4 June tragedy is conducive to
both pro-reunification and pro-independence groups in
Taiwan. Naturally, the pro-independence group has gone
all-out to describe how horrible the CPC is and why we
must not be reunified. As far as the pro-reunification
group is concerned, the 4 June tragedy gave the masses of
citizens a lesson in “national sentiment.” Although the 4
June incident deepened the citizens’ hatred toward the
CPC, it increased their concern for the people of the -
mainland.

[Liang Mei-fen] Do you think that the issue of reunifi-
cation and independence will be stressed in the yearend
general election? How will citizens react to it?

[Lin Cheng-chieh] In this general election, it is certain
that candidates will stress the stand of reunification and
independence in their political platform. In Taiwan,
people generally think that residents whose origin is
Mainland China, as well as new and old immigrants
from Mainland China, all oppose independence as they
have deeper feelings for the mainland; whereas native
Taiwan residents oppose reunification. After the 4 June
incident, candidates tend to adopt a more clear-cut
stance on the issue of reunification and independence in
order to win over their voters.

But I personally think that in Taiwan the pro-
reunification and the pro-independence groups actually
fight only over their slogans. Their views do not differ
that much in essence. As a matter of fact, on this issue,
even the views of the KMT and the DPP do not differ
that much in essence.

[Liang Mei-fen] CPC leaders claimed that they will
reunify China before the year 2000. What do you think
about this? Does the Taiwan Government’s flexible
diplomacy work?

{Lin Cheng-chieh] Reunifying China by the year 2000, I
think, is only the wishful thinking of those “old people.”
Judged from Taiwan’s local condition, it is absolutely
impossible to reunify China through peaceful methods
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before the year 2000. As for the “one China, one
Taiwan” policy, I think it is quite difficult, too. Main-
land China will not let Taiwan become independent. But
the KMT government is now using flexibility to counter
strength by first adopting “flexible diplomacy,” which
has yielded fairly good results.

[Liang Mei-fen] Does the Progressive faction intend to
become a Green Party in the future? What do you think
about the inner conflicts of the DPP?

[Lin Cheng-chieh] For the time being we cannot survive
unless we attach ourselves to the DPP. At present,
Taiwan’s green force is still limited to very few people.
The Formosa faction is becoming closer and closer to the
“Collective Wisdom Society,” a newly emerging force of
the younger generation in the KMT. In my opinion, it is
a very natural tendency for the New Tide faction to
break up with the Formosa faction. By that time, the
Formosa faction may cooperate with the “Collective
Wisdom Society.” If so, the new and old forces of the
KMT will also break up, thus clearly dividing Taiwan’s
political forces into four groups: “pro-reunification and
pro-independence leftists and rightists.”

{Liang Mei-fen] What are “pro-reunification and pro-
independence leftists and rightists™?

[Lin Cheng-Chieh] Pro-reunification leftists advocate
reunifying China with socialism, such as the Summer
Tide organization. Pro-independence leftists include the
New Tide faction. Pro-reunification rightists include the
KMT and some members of the Formosa faction. Pro-
independence rightists include the Collective Wisdom
Society and other members of the Formosa faction.
These four forces may regroup naturally after the general
election.

Lin Cho-shui: A representative of the New Tide faction
and one of the founders of the HSIN CHAO LIU [NEW
TREND] magazine.

[Liang Mei-fen] Many people criticize the New Tide
faction for vague concepts and call you left deviationists.
Do you agree?

[Lin Cho-shui] In Taiwan, we are leftists. This is correct
because in economics we support the democratic system
of production, and in politics we demand democracy and
openness. The democratic system of production refers to
workers participating in the decisionmaking in the pro-
duction process of factories. This model is closer to that
of West Germany, not the workers collective manage-
ment of Yugoslavia.

[Liang Mei-fen] In economic and political spheres, do
you believe in socialism? Some people say that the New
Tide faction is leftist in name and rightist in reality and
that it is confused in economic theory. What do you
think?

[Lin Cho-shui] In the economic sphere, we do not follow
traditional socialism. Instead, we believe that we need
democracy in both economic and political spheres. In
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politics, we are leaning toward the ‘‘checks-
and-balances’ government concept of the West.
Regarding what you said about “being leftist in name
and rightist in reality,” you may call us leftists in
comparison to other rightists and rightists in comparison
to other leftists. Our ultimate goal is to establish a
democratic procedures in the political and economic
spheres.

[Liang Mei-fen] Some criticize that the New Tide faction
is backed by the United States. They also say that once
Taiwan is independent, it will become a U.S. colony.
What do you think?

[Lin Cho-shui] We are completely independent. The
reason we demand independence is because we want to
get rid of U.S. influence and its invisible control on us.
Currently, Taiwan’s international position is uncertain.
That is why Taiwan has to rely on the United States and
is constantly afraid of Communist China’s threat. But if
Taiwan were really independent and becomes a country,
it will appear simultaneously with Communist China on
the international stage. At that time, we will not have to
rely on the United States. Only then will we have our
own capital.

[Liang Mei-fen] Do you really believe that Taiwan’s
independence is possible? Do you think that Taiwan
residents’ concept of Taiwan independence has changed
after the 4 June incident?

[Lin Cho-shui] Taiwan’s independence is necessary.
Judged from the development of world history, I do not
see why China must insist on the concept of unification.
Taiwan independence is conducive to the development
of both sides. If Communist China takes Taiwan by
force, the consequence will be disastrous. Besides, I
believe that other countries will not let Mainland China
attack Taiwan with force. The people of Taiwan have
been deceived by the KMT and trained from childhood
to oppose Taiwan independence. This is a trick the KMT
used to rule the country. Supporters of Taiwan indepen-
dence are usually misunderstood by other people. After
the 4 June incident, everyone seemed to have taken a
course in “what is Communist China?” The number of
our supporters has indeed grown since then.

Taiwan Independence Proponents Seen Gaining
Momentum

90ONG263A Hong Kong MING PAO YUE KAN [MING
PAO MONTHLY] in Chinese No 289, Jan 90 pp 14-17

[Article by Lu Chun-fu (0712 0193 3940). “Should
Unification Not Occur, Taiwan Will Ultimately Become
Independent™]

[Text] Following the lifting of martial law and organiza-
tion of parties according to law, Taiwan recently held its
first multiparty election of expanded members of the
legislature, provincial assembly members, county magis-
trates, and mayors. This article does not intend to
discuss the gains or losses in this election of the ruling
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Kuomintang and the opposition Democratic Progressive
Party [DPP], or other political parties (such as the
Workers Party); it desires only to look into a reality that
cannot be overlooked in this election, namely the ground
gained by “Taiwan independence” forces. This is
because this force has gained the sympathy, and even the
endorsement and approval of some of the electorate.

Development of “Taiwan Independence” Forces

Just what is meant by “Taiwan independence”? The
definition of this term differs among different people,
and at different times. Who began Taiwan independence
and when it began is also an open question. Li Sheng-
feng [2621 0524 1496], a Kuomintang legislator of
Taiwan origin who is quite well versed on this matter,
believes that the idea of Taiwan independence first
emerged in 1949 when the government instituted land
reform, thereby causing landlord discontent with the
government over the loss of their land. However, it did
not strike root among the public at that time. He said,
“At that stage, advocacy of Taiwan independence cov-
ered a broad spectrum. At the one end of the spectrum
was the founding of a new and independent country of
Taiwan that was not called the Republic of China, nor
was it called China. At the other end was simply a desire
to be rid of mainland sovereignty so that the idea of
unification with Mainland China no longer existed. The
name to be used was not important. All other advocacy
of Taiwan independence was probably between these
two extremes.’ :

As a result of 40 years of development, a qualitative and
quantitative evolution has occurred in the Taiwan inde-
pendence movement. On 17 April 1988, the DPP
National Congress passed a resolution, the main points
of which were as follows: 1) “Taiwan independence” is
one possible scheme for solving the Taiwan issue. The
ruling party authorities should not forbid it. 2) Taiwan’s
international sovereign independence does not belong to
the “People’s Republic of China”; changes in the inter-
national standing of Taiwan must be freely agreed to by
all the residents of Taiwan. 3) Should the Kuomintang
and the Communists enter into one-sided peace talks,
should the Kuomintang sell out the interests of the
people of Taiwan, should the Chinese Communists unify
Taiwan, and should the Kuomintang not institute genu-
inely democratic constitutional government, this party
advocates independence for Taiwan.*2

During the recent multiparty election, the Taiwan inde-
pendence movement intensified, developing within the
space of less than two years at a by no means slow speed
to a position beyond the above-mentioned resolution of
the DPP National Congress. During the recent election,
the “New National Alliance,” which was promoted by
the “New Tide faction of the DPP, won eight legislator
seats and 12 provincial and municipal assemblyman
seats by advocating a ‘“new constitution” and the
founding of an “oriental Switzerland”—the Republic of
Taiwan. This greatly advanced the momentum for an
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independent Taiwan. The Kuomintang’s greatest set-
back in this election was the loss of the county magis-
trate’s seat in Taipei County, the party chairman, Li
Teng-hui’s hometown, which was taken by DPP candi-
date Yu Ch’ing [1429 3237]. Yu Ch’ing, a lawyer by
profession, who holds a doctor’s degree, defeated by a
small number of votes the Kuomintang candidate, Dr. Li
Hsi-k’'un [2621 6932 6924], a university professor.
Although Yu Ch’ing avoided talking about Taiwan inde-
pendence during the campaign, he disclosed in an inter-
view with foreign correspondents that he did not oppose
Taiwan independence, and he maintained that the Chi-
nese Communists were powerless to go to war over
Taiwan independence.

Not only have Taiwan independence forces increased on
the island, but a succession of Taiwan independence
elements from abroad has also infiltrated the island to
stir up trouble. One example was the chairman of the
U.S. headquarters of the Taiwan Independence Federa-
tion, Kuo Pei-hung [6753 0223 1347], who slipped into
Taiwan to take part in a political rally for DPP legislator
candidate Lu Hsiu-i [4151 0208 0001], and provincial
assemblyman candidate Chou Hui-ying [0719 1979
3841]. At this rally, he preached Taiwan independence.
In the end, both Lu and Chou won the election by a large
margin. In order to prevent clashes between the police
and the citizenry, the government did not arrest Kuo
Pei-hung on the spot. Surprisingly, he was able to slip
back to the United States, possibly because the Taiwan
coastline is so long that it is impossible to guard. Not
long ago, Hsu Hsin-liang [6079 0207 5328] also tried to
slip back into Taiwan, but he was tracked down and
seized at sea. After returning to the United States, Kuo
Pei-hung held a news conference at Los Angeles Airport
where he announced that the overseas Taiwan Indepen-
dence Federation would move back to Taiwan within
one to two years to carry out activities openly.

Judging from Kuo Pei-hung’s ability to come and go with
ease, the overseas Taiwan independence organization
appears to have established on the island a rather closely
knit liaison network and operating group. There must be
people on the island who maintain contacts for, make
arrangements for, coordinate actions for, and protect the
activities of Kuo Pei-hung and other overseas Taiwan
independence personalities, maintaining a situation of
collaboration from within with forces from without.

Taiwan independence elements are active not only in
society, but also on college campuses. For many years,
various political forces on the island have vied with each
other sub rosa to recruit college students as members.
After the lifting of martial law, this situation became
more common. Therefore, Taiwan University, which is
called the cradle of liberalism, has even more become a
main arena of activity for Taiwan independence ele-
ments. In addition, the Presbyterian Church and its
seminary in Tainan, which has always advocated that
Taiwan should found a new nation, has actively sup-
ported Taiwan independence activities. The Presbyte-
rian Church has recruited members from among local
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student social groups to spread the idea of Taiwan
independence. In the recent major election, in which the
DPP’s New Tide faction scored substantial victories,
quite a few of the hardcore followers who helped the
candidates get elected came from university campuses.

Although Taiwan natives account for a majority of
Taiwan independence elements and their sympathizers,
there are also some supporters from other provinces,
their percentage of the total electorate possibly totaling
approximately 10 percent. Results of a Public Opinion
Survey Foundation survey following the major election
showed that 17.1 percent of those interviewed main-
tained that candidates should be able to advocate
Taiwan independence openly, and 8.2 percent approved
advocacy of Taiwan independence.

Reasons for Supporting “Taiwan Independence”

The reason for sympathizing with or supporting advo-
cacy of Taiwan independence may be dissatisfaction
with the current situation. Dissatisfactions with the
current situation may be further analyzed as follows:

1. Dissatisfaction with the government or the ruling
party. Until it lifted martial law, the strong man-led
national government presented a dictatorial image.
Despite the lifting of martial law in recent years, social
order is no longer what it was, leading to dissatisfaction
with the government or the ruling party. The dissatisfied
include both Taiwanese and people from other prov-
inces.

2. Dissatisfaction with people from other provinces.
Most power holders come from outside the province;
consequently, some Taiwanese are dissatisfied with
people from other provinces and demand localization.

3. Dissatisfaction with the makeup of the national par-
liament. Most of the members (both delegates and com-
mittee members) of Taiwan’s national parliament (par-
ticularly the the National Assembly and the Legislative
Yuan) were elected more than 40 years ago on the
mainland. They do not represent the citizens on Taiwan.
This has aroused universal dissatisfaction, shared by the
Taiwanese and people from other provinces alike. Con-
sequently, many people demand a complete reelection of
the national parliament.

4. Dissatisfaction with international status. The national
government moved to Taiwan where its name is the
same as it was 40 years ago on the mainland, but it
cannot command the general international recognition it
enjoyed on the mainland. In particular, after its position
in the United Nations was taken by the Chinese Com-
munists, it became more isolated diplomatically.
Although it called itself the “Republic of China,” inter-
nationally it was referred to mostly as “Taiwan,” leading
to an identity crisis. Thus, some people call for a “name
to match the reality,” preferring to call the country the
“Republic of Taiwan” in the hope of gaining interna-
tional recognition.
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5. Dissatisfaction with the prospect of unification. Fol-
lowing its move to Taiwan, the national government
sought to counterattack the mainland, and in recent
years it has called for the “unification of China under the
three principles of the people.” Nevertheless, during the
past 40 years, there has been no indication at all of
unification, and most people are not optimistic about
prospects for unification. As a result, some people
believe that, since unification is not feasible, it would be
better to be independent, and be done with it.

6. Dissatisfaction with the Chinese Communists. Chi-
nese Communist rule of the mainland remains despotic
and in straitened circumstances. It is also capable of
posing an armed threat to Taiwan at any time. Since the
“4 June” Tiananmen incident, Chinese on Taiwan feel
even more that the Chinese Communists are unable to
unite the entire country through democratic means.
They are much less willing to accept the dictatorial
Chinese Communist regime. Thus, some people advo-
cate Taiwan independence in order to avoid being taken
over as Chinese Communist territory.

Anti-Taiwan Independence Forces

As Taiwan independence forces grow, those opposed to
Taiwan independence are not to be outdone. Even the
“Beautiful Island faction” of the DPP does not stress
Taiwan independence, advocating moderate reform
instead. The strongest opponent of Taiwan indepen-
dence within the DPP is Chu Kao-cheng [2612 7559
2973], who won reelection as a legislator by a wide
margin in the recent election. When Chu Kao-cheng
served as a first-term legislator, he was a man of action in
word and deed, yet he is very perceptive, has broad
knowledge, and understands the times. Furthermore, his
words and deeds are relatively sensible and moderate.
He advocates a quest for reform while maintaining
stability. This has led to some Taiwan independence
elements branding him a “Taiwan traitor.” Most Kuo-
mintang members oppose Taiwan independence, to be
sure. The Kuomintang’s reform faction the “New Kuo-
mintang Alliance,” which was founded by Chao Shao-
k’ang [6392 1421 1660] and Li Sheng-feng before the
recent election, advocates considerable liberalization
and reform. Consequently, its eight members have been
elected to expanded legislator positions, Chao Shao-
k’ang being elected with the highest number of votes.

The main reasons for opposition to Taiwan indepen-
dence are two. The first one is based on the subjective
hopes of the Chinese on Taiwan; the other is based on
the objective pressure from the other side of the Taiwan
Strait. By this so-called “pressure” is meant many Chi-
nese Communist hints about using armed force to sup-
press Taiwan independence. Naturally, quite a few
people also believe that the Chinese Communists would
be unable to launch an armed attack against Taiwan.
Right after the national government moved to Taiwan,
exploiting their victory on the Chinese mainland, the
Chinese Communists invaded Jinmen, only to be
defeated. Today, morale in the Chinese Communist
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Armed Forces is not as good as formerly, and, should
Taiwan be attacked, everyone on the island would cer-
tainly unite to resist the enemy. In addition, Taiwan
Island has the strait as a natural moat against which the
Chinese Communists have little chance to prevail; there-
fore, Taiwan independence elements feel secure. They
believe that the Chinese Communists’ “strong reaction”
to Taiwan independence would stop at saber rattling.

The Way To Unify China—Multiparfy Government

Since both the Kuomintang and the Chinese Commu-
nists oppose Taiwan independence, and since both
desire unification, why not jointly seek a road that
Chinese all over the world would be happy to accept?
What road is this? I believe it is multiparty government.
Chinese on Taiwan have already taken the first steps
along this road. As mainland author Liu Binyan [0491
6333 7159] said recently (on 11 December 1989) as soon
as he disembarked from the airplane in response to an
invitation to visit Taiwan, “The Chinese on Taiwan can,
why cannot the Chinese on the mainland?” I deeply
believe that the Chinese on the mainland have no reason
to say they cannot. The ability, wisdom, and courage of
compatriots on the mainland is absolutely no less than
that of compatriots on Taiwan. Sooner or later, they will
be able to tread this democratic road. Compatriots in
Taiwan, Hong Kong, and throughout the world must
patiently await the arrival of this day.

In case. In case this day arrives too slowly, and in case
the Chinese on Taiwan grow impatient with waiting, 10
or 20 years hence, Taiwan is bound to pursue an inde-
pendent existence. Whether its present name is changed
or not, independence will be a sad, yet unalterable,
natural fact.

1. See YUANCHIEN TSACHIH [VISION MAGA-
ZINE], 15 April 1988.

2. See Taipei newspapers for 18 April 1988.

Deported ‘Spy’ Attempts Suicide
OW1902122690 Taipei CHINA POST in English
12Feb 90 p 11

[Text]) A mainland Chinese man who had claimed to be
a spy for Taipei on the mainland tried to commit suicide
when he was deported from Taiwan to Hong Kong, the
UNITED DAILY NEWS (UDN) reported recently.

The man, Li Wei-shan, told the UDN in a letter that
Taipei authorities had deported him even though he
pleaded with them to grant him asylum in Taiwan. He
said he had been recruited by Taipei to gather intelli-
gence on the mainland, and that his father and grandfa-
ther, both Kuomintang (KMT) soldiers, had been killed
by the communists.

In the letter, which was written from Mary Hospital in
Hong Kong where he is recovering, Li said he flew to
Taipei on a Hong Kong passport on July 3 last year
[1989]. He turned himself in to a Taipei police station on
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Jan. 6 after Taipei intelligence agencies refused to help
him seek residence in Taiwan.

On Jan 235, police forcibly put him on board the M.Y.
Macmosa at Kaohsiung Port to deport him to Hong
Kong. That night he attempted suicide by slitting his
wrists in the cabin.

When he recovered consciousness the next morning, he
cut open his abdomen, and when he did not die, he
stabbed himself in the chest, he told the UDN.

When the ship’s crew found him, they radioed officials at
the Victoria Harbor in Hong Kong, who dispatched a
steamer to transport Li to the hospital.

Li served as the deputy principal of a foreign language
school in Canton [Guangzhou] before he fled to Taiwan
via Hong Kong. He said he fled the mainland because he
was afraid of being persecuted for his involvement in last
spring’s prodemocracy movement on the mainland.

He said Taiwan’s intelligence agency sent coded instruc-
tions to him over the Voice of Free China, the Broad-
casting Corporation of China’s broadcast on the main-
land. His code was 121.

Li said he has a cassette tape on which he has recorded
the program which contained instructions for him.

Li said he entered Taiwan on a forged passport which
identified him as “Chen Wei-chiang.” But authorities
said his travel documents were genuine and that he was
deported because his entry visa had expired on Dec.26.

If deported back to the mainland, Li could be executed
on charges of spying for Taiwan and treason.

Ambassador to Paraguay To Resign, Talks to CIA
‘Friend’

OW1502143190 Taipei Domestic Service in Mandarin
2300 GMT 14 Feb 90

[From the “National Hookup” program}

[Text] Wang Sheng, ambassador of the Republic of
China to Paraguay, stressed on 14 February that his
determination to resign from the post of ambassador is
very strong and firm. He said that Paraguay is a place for
fighting wars and exerting strenuous efforts, and not for
enjoying relaxation and pleasure. He said that it requires
the efforts of the younger generation to explore and seek
development.

Wang Sheng indicated that, while he was taking a con-
necting flight through the United States on his trip home,
a friend who works for the Central Intelligence Agency
told him that, judging from the recent development of
the situation in East Europe, analysts predict that the
Communist Chinese regime may collapse within six
years. However, the friend also said that Taiwan will not
last more than two years.
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After hearing the above infofmation, Wang felt as if a
knife were piercing his heart.

Wang Sheng stressed that he has always consistently
taken an anticommunist stand and that he is convinced
that the Communist Party is doomed to collapse. How-
ever, he said, we must not collapse before the Commu-
nist Party does. He said that we must [words indistinct]
aim at causing the downfall of the Communist Party
[words indistinct].

Civilian Exchanges With Mainland To Expand

OW2502063290 Taipei CNA in English
1543 GMT 22 Feb 90

[Text] Taipei, Feb 22 (CNA)}—The government will
“actively and aggressively” promote civilian exchanges
across the Taiwan Strait in order to bring about “sub-
stantive changes” in the Chinese Communist regime.

In an administative report to the Legislative Yuan,
Premier Li Huan said the government would demand
that Beijing democratize politics and liberalize the
economy on the mainland.

The fiscal report, to be read on the legislative floor
Friday [23 February], was sent to the Yuan Thursday.

Even though Beijing still insists on its “four cardinal
principles,” the Republic of China [ROC] will [word
indistinct] to expand civilian contact with the mainland
because the spread of the “Taiwan experience” has had
positive results, according to the report.

It said Taiwan residents would be allowed to visit the
mainland more often, and to stay there longer than they
are currently permitted; local scholars and experts would
also be permitted to attend international conferences on
the mainland.

It expected the increased people-to-people contacts
would be carried out after the temporary provisions
governing relations between people on Taiwan and on
the mainland passes the legislature.

It added, however, that the government may be cautious
in adopting positive attitudes toward the mainland
because Beijing had not forsaken its plans of a possible
armed invasion of Taiwan. ‘

The report outlined major policy goals for the new fiscal
year, including administrative reform, political democ-
ratization, better grass-roots service for people, diplo-
matic breakthroughs, and national unification.

The government hoped that by enriching the “Taiwan
experience” at home it could elevate the country’s inter-
national status and take the initiative in realizing a
unified and democratic China in which all people enjoy
an equitable distribution of wealth.
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ROK ‘Not Opposed’ to Taiwan Nonpolitical Ties
to DPRK

OW2502063090 Taipei CNA in English
1538 GMT 22 Feb 90

[Text] Taipei, Feb. 22 (CNA)—South Korean Ambas-
sador Han Chol-su said Thursday his country does not
oppose nonpolitical exchanges between the Republic of
China and North Korea.

But the ambassador said the exchanges should be limited
to trade and economics and not include the sale of
weapons or ammunition.

He said his government hopes that the Pyongyang
regime would open up to the outside world, and that the
“Taiwan experience” in economic development might
be of help in this regard.

South Korea’s “northern policy” aims to integrate North
Korea into the international community through the
influence of Japan, the Soviet Union amd Communist
China, he explained.

Asked if Seoul’s increasing contacts with Moscow and
Beijing would affect its “traditional friendship” with
Taipei, the ambassador said “no.”

As this is a time when economic interests prevail over
ideological affinity, Han said he is sure relations between
the Republic of China and the Republic of Korea would
not be estranged by the ROK’s rapprochement with the
USSR or Communist China.

“On the contrary,” he added, “our bilateral ties will
become [words indistinct] our cooperation increases in
high-technology areas.”

Recent developments in Eastern Europe show that com-
munism might collapse at any moment, and while there
was no telling when North Korea or Communist China
would suddenly change, South Korea was unlikely to set
a timetable for establishing diplomatic ties with Com-
munist China, he concluded.

Scholars Discuss Taiwan’s Political Development

OW2402043090 Taipei CNA in English
0241 GMT 24 Feb 90

[Text] Taipei, Feb. 24 (CNA)—The next six years will be
a critical period in the Republic of China’s political
development, a U.S.-based political scientist said here
Friday.

Professor Tien Hung-mao of Wisconsin University said
he believed President Li Teng-hui would be able to lead
the nation to establish constitutional democracy and
full-fledged party politics.

He pointed out that whether or not the country could
successfully complete political reform in the coming six
years would hinge on President Li’s determination and
ability to integrate different political views and forces.




JPRS-CAR-90-019
8 March 1990

Speaking at a seminar on the “Taiwan experience”
opening Friday at the National Central Library, Tien
said the ruling Kuomintang [KMT] and opposition polit-
ical parties should first seek a consensus on the following
issues:

—Revising the Constitution to determine new regula-
tions for future presidential elections;

—Revising the current regulations governing the retire-
ment of aging mainland-elected parliamentarians to
accelerate the rejuvenation of parliamentary branches;

—Supporting President Li’s pragmatic foreign policy in
order to upgrade the nation’s international status.

Tien suggested that the ruling Kuomintang invite the
leaders of the opposition Democratic Progressive Party
to discuss major political issues and incorporate their
opinions into future reform programs. By doing this, he
noted, mutual respect might develop between the ruling
and opposition political parties, thus paving the way for
genuine party politics in the country.

Speaking at the same occasion, Wei Yung, director of the
KMT’s Yangming Institution on National Revolution
and Development, outlined four favorable factors for the
nation’s future political development:

—The standards of living and knowledge here have
gradually been upgraded;

—The local press has become increasingly open;

—The ruling party has started to reform its internal
structure and policymaking process; and

~—Opposition parties have started to seek more reason-
able and effective ways to institute political reforms.

But Wei also cited four worrisome factors in the current
domestic political situation: lack of a consensus on
future political development; unhealthy parliamentary
structure; authoritarian system; and problems with vio-
lence. : :

The two-day seminar on the next stage of the Taiwan -

experience is being sponsored by the 21st Century Foun-
dation, with hundreds of political scientists and experts
from home and abroad attending.

Philippine Trade Union Supports Ties To Taiwan

OW2502114790 Taipei CNA in English
1520 GMT 24 Feb 90

[Text] Taipei, Feb. 24 (CNA)—The Trade Union Con-
gress of the Philippines (TUCP) supports the passage of
a bill that will promote economic and cultural relations
between the Philippines and the Republic of China
[ROC], according to report from Manila by the FAR
EAST NEWS AGENCY Saturday.

-anxieties in the region.
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TUCP President Democrito Mendoza said the support
was contained in a resolution adopted by the Filipino
biggest workers’ group at the end of its convention today.

The measure, a consolidation of House Bill No. 16421
and House Bill No. 22183, is called RP [Republic of the
Philippines]-ROC Beneficial Relations Act which pro-
vides for economic, trade and cultural relations between
Manila and Taipei. :

In supporting for the passage of the RP-ROC Beneficial
Relations Act, Mendoza said Taiwanese economic offi-
cials have manifested their readiness to extend develop-
ment incentives to the Philippines.

Meanwhile, Mendoza said that TUCP which is com-
posed of three million Filipino workers, has urged Pres-
ident Corazon Aquino and Congress to review the gov-
ernment’s one-China policy.

Radio Commentary on Cheney’s Tour of Asia

OW2602035790 Taipei International Service in English
0200 GMT 24 Feb 90

[Station commentary: “Cheney Reassures Asia on Secu-
rity”]

[Text] U.S. Secretary of Defense Dick Cheney wrapped
up his tour of Asia on Thursday with an assurance to

. Japanese leaders that the United States is not lessening

its commitment to Asian security. Prior to his visit, the
United States had unilaterally announced that it would
implement troop reductions over the next three years.
Cheney assured the Japanese that the reductions would
not affect Asian security.

Cheney said the cuts would not involve front-line forces.
He also told Japanese Prime Minister Yoshiki Kaifu that
cuts are intended to bring about qualitative improve-
ment of the U.S. military presence in Asia. Cheney
added that the Untied States will work hard to minimize

E The U.S. troop withdrawal comes on the heels of similar
- announcements in Moscow. Soviet leader Mikhail Gor-

bachev has promised that the Soviets will withdraw from
Cam Ranh Bay in Vietnam, their major base of naval
and’ air operations in ‘Southeast Asia. The move is
viewed as a major step toward lessening superpower
tensions in Asia. : :

The U.S. side declined to say how many U.S. troops will
be sent home from Japan. But Cheney did report that
U.S. forces in South Korea would be cut 10 percent.
There are currently 120,000 U.S. soldiers stationed on
the Korean peninsula.

On the Philippine leg of his swing through the Asian-
Pacific region, Cheney was snubbed by President
Aquino. The Philippines has threatened to remove the
Subic Bay Naval [Base] and Clark Airbase, unless the
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U.S. offers better compensation packages. Aquino may
have to write off the bases due to domestic political
pressure, as well.

Shutting down of those two bases, the largest ones in the
world, would automatically redefine the U.S. military
presence in Asia. The U.S. side has braced for this
possibility, by planning to move the facilities elsewhere,
perhaps to Guam.

Secretary Cheney’s assurances to the Japanese will likely
be met with mixed feelings in other parts of Asia. On the
one hand, free Asians are relieved to know that the
United States remains committed to Asian security. The
U.S. security net over East Asia has been one of the chief
reasons why this region has prospered so much over the
years.

On the other hand, most Asians are wary of a U.S.
withdrawal that might leave a vacuum to be filled by
Japan. The scars from World War II, in which the
Japanese militarists occupied almost all of East Asia, still
run deep in the minds of people here.

The basic worry is that the United States will push Japan
into fending more for its own defense. That may spark
another Japanese military buildup, which would serve to
rekindle asian fears of a Japanese return to militarism.

Thus, it is somewhat ironic that Cheney was reassuring
the Japanese about U.S. troop cuts. It may have been
more sensible for Cheney to reassure everyone else in
Asia first. It is understandable, however, that the United
States would want to solicit the support of its major ally
and the top economic power in Asia.

In any case, we all can only keep our fingers crossed that
the trend toward world peace is indeed lasting, and that
U.S. reductions in military strength around the globe are
based on sound and not on naive idealism.

Irwine Ho Nominated National Assembly
Secretary General

OW2602114990 Taipei CNA in English
1506 GMT 25 Feb 90

[Text] Taipei, Feb. 25 (CNA)— Irwine Ho was nomi-
nated for secretary general of the eighth session of the
National Assembly at the Chungshan Building on Yang-
mingshan in suburban Taipei Sunday.

He was named at the first meeting of the 85-member
Presidium which was selected Saturday.

Hsia Erh-kang and Chen Chuan were nominated as
deputy secretary generals after a debate among members
of Presidium on Sunday afternoon.

Chen Chuan was the first Taiwan-area assembly member
to be selected as a deputy secretary general of the
assembly.

The nominations will be presented by the Presidium to
the assembly Monday for their endorsement.
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18 Mainlanders Caught in Attempt To Enter
Taiwan

OW2702120990 Taipei International Service in English
0200 GMT 25 Feb 90

[Text] Police and military authorities have arrested 18
mainland Chinese believed to have been smuggled into
Taiwan from Fujian Province on the mainland on a
fishing boat. Two other mainlanders fell off the cliff
while they were been pursued by the security authorities
and are now listed as missing and are feared dead.

The 20 arrived in Ilan County of northeastern Taiwan
and attempted to sneak on shore in the evening. Police
said that residents nearby immediately informed police
of the situation. The group was sent a detention center
for mainland residents caught entering Taiwan.

Restrictions Eased on Mainland Academic Talks

OW2702045090 Taipei CNA in English
1544 GMT 26 Feb 90

[Text] Taipei, Feb. 26 (CNA)—Private groups and indi-
viduals from the Republic of China [ROC] on Taiwan
will be allowed to attend conferences on the China
mainland sponsored by international academic organi-
zations whether or not the ROC is a member of the
organizations.

The decision was made by the cabinet-level Mainland
Affairs Task Fore in a meeting on Monday during which
it also discussed the draft of a temporary statute on
relations between the people on both sides of the Taiwan
Straits.

Previously, local private groups and individuals were
only allowed to attend academic conferences on the
mainland organized by international organizations of
which the ROC was a member.

The Monday decision, subject to formal approval, fur-
ther eases the restrictions on the contacts between the
people on both sides of the Straits. The task force,
however decided that requests by government employees
to attend mainland meetings would be decided on a
case-by-case basis.

In reviewing the draft statute on the relatons between the
two sides of the Taiwan Strait, the special group also
decided that local schools, religious organizations, and
clan associations would be banned from establishing
sisterly relations with their mainland counterparts.

Mainland Illegal Entrants Deported

OW?2702045190 Taipei CNA in English
0251 GMT 27 Feb 90

[Text] Taipei, Feb. 27 (CNA)—The 12 mainland Chi-
nese who fled to South Korea and were sent here last
December have been deported after the Government
determined their true identities, the Exit and Entry
Bureau announced Monday.
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The 11 men and one woman claimed they had partici-
pated in the 1989 prodemocracy movement and were
wanted by Communist Chinese authorities. They fled to
Cheju Island of South Korea in an attempt to seek
asylum in the Republic of China [ROC].

Government authorities, however, have confirmed that
none of them had participated in the Tiananmen prode-
mocracy demonstrations which were brutally crushed
June 3-4.

ROC investigators also discovered that they had been
criminals, failed businessmen or troubled with family
disputes, and all except for a man had used pseudonyms
and fake educational backgrounds to enter the country.

Legislative Presidential Election Causes Tension

OW2702045490 Taipei CNA in English
0240 GMT 27 Feb 90

[Text] Taipei, Feb. 27 (CNA)—Tension rose again
Monday as the ruling and opposition parties prepared
for clashes over the Tuesday election of the Legislative
Yuan’s president and vice president.

Acting Yuan President Liang Su-yung issued a hardline
statement warning that any legislator who used violence
would be arrested as a person in flagrante delicto. “Any
legislator using violence will be arrested and handed over
to the prosecution immediately,” said Liang, the Kuom-
intang [KMT] nominee for the parliamentary speaker.
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The Taipei City Police also vowed to disperse any illegal
assembly or demonstration, and to forcibly disperse or
arrest all violators of police orders. Between 7 AM and 6
PM Tuesday, the police said, traffic around the Yuan
Building would be controlled or banned, if necessary.

The Government seemed determined to prevent a repe-
tition of last Tuesday’s riot around the Yuan. The
violent clashes, together with disturbances during the
National Assembly meetings, have triggered deep wor-
ries among local people, and worsened the domestic
investment climate.

Intellectuals and religious people joined government
officials in urging peace and patience in regard to the
retirement of the senior parliamentarians, the focus of
the parliamentary clashes. But their calls for reason and
peace might well go unheeded by opposition Democratic
Progressive Party [DPP] lawmakers who disagree with
their KMT counterparts on Tuesday’s Legislative Yuan
schedule.

Chen Shui-pien, secretary general of the DPP Legislative
Yuan Caucus, insisted that Tuesday’s Yuan session be a
“plenary meeting,” instead of an “election of yuan
president and vice president” meeting. DPP lawmakers
apparently planned to boycott the election by raising
procedural and other issues even before the Yuan got
down to voting for the president and vice president, just
as they had done last Tuesday.

Chen’s KMT counterpart, Jao Ying-chi, said the Yuan’s
president and vice president “must be elected Tuesday,
no matter what.”
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Assessment of Macao’s Politics in Transition

900N02014 Hong Kong CHIUSHIH NIENTAI [THE
NINETIES] in Chinese No 238, 1 Nov 89 pp 93-95

[Article by Li Ping-shih (2621 3521 2514): “The Main
Line of Macao’s Political Situation During the Transi-
tional Period”]

[Text] The major issues in Macao today are localization of
civil servants, legalization of the Chinese language, and
localization of the law. The issue of the “three -izations”
involves the interests of Macao, China, and Portugal. The
development of the “three -izations” issue is tending to
emerge as a confrontational situation between the Chinese
and Chinese society in Macao on the one hand and
Portugal and the locally born Portuguese on the other.

Macao in the transitional period faces the important
issue of the “three -izations” [sanhua 0005 0553], that is,
localization of civil servants, legalization of the Chinese
language, and localization of the law. Macao, China, and
Portugal have some major interests related to the issue of
the “three -izations.”

How Do China and Portugal View the “Three
-Izations™?

Macao Chinese are happy to see the early realization of
the “three -izations” in order to eliminate various incon-
veniences in their lives. These inconveniences are
expressed as various problems faced when dealing with
government departments or handling matters related to
the law since they do not know Portuguese. The “three
-izations” means that better paying civil service jobs will
be open to Chinese society.

The Chinese, of course, are active promoters of the
“three -izations™ and their political reasons are very
clear. After reversion in 1999, Beijing cannot use a
language unfamiliar to them to keep channels open and
have any influence on a government in a special admin-
istrative zone where many officials still maintain foreign
citizenship. In other words, the Chinese and the Macao
Chinese have a common interest in the “three -izations.”

However, for Lisbon, a more restricted and unhurried
“three -izations” process conforms better to the last 10
years that Portugal will spend in Macao. Portugal is
concerned that hurrying the “three -izations” may have
an impact on the normal operations of Macao’s public
administration so that it will be unable to manage society
effectively. In fact, officials who come from Portugal on
the other side of the globe always have enormous diffi-
culty understanding Macao’s social situation and the
operations of midlevel and lower-level government
departments, while the middle, upper and even highest
level posts in the government even more are the last
bastion for them to safely obtain the right to make
decisions on Macao affairs.

Portuguese Government and Chinese society are the two
worlds that have been forcefully combined in the
building of Macao over the past few hundred years.
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Generally speaking, the major capitalist stratum of the
financial, real estate, industrial, and commercial worlds
basically belongs to the pro-Chinese forces politically.
There are only tho people who are exceptions: one is Mr.
Ho Hung-shen [0149 7703 8590] and the Macao
Tourism Company Ltd., which he represents; and the
other is Ms. Ts’ao Ch’i-chen [2580 0366 4176] and the
Macao Textiles Company Ltd., which she represents.
They do not have most of their capital invested in Macao
or the Chinese mainland and this means that they do not
have to rely on either China or Portugal, but the Chinese
and the Portuguese are both trying to lure them to their
side.

Can the Chinese Masses Form a Force?

Right up until 1979 almost all the laborer and poorer
strata of Macao were within the Chinese sphere of
influence. Beginning in the eighties, with the influx of
new immigrants from the mainland, this situation
changed. The new immigrants’ roots were not in Macao
and they had no traditional contacts with the pro-
Chinese grassroots-level organizations, and the basic
domestic guarantees of recognition of legal status,
employment, and housing for which they fought differed
from the social demands of the original residents. For
this reason, a void appeared on the Portuguese side in
seeking support in the lower levels of society, while the
government’s methods of attracting them was to imple-
ment a housing policy and at the appropriate time give
them the legal status of residents and to establish agen-
cies to help them find jobs. The Chinese side didn’t dare
be lax about this either and, in response, created a social
relief foundation started by the pro-Chinese to gain the
good feelings and identification of the grassroots-level
classes.

The new immigrants’ social demands and the growth of
social issues intimately related to the plight of the
grassroots-level classes since the beginning of the eighties
has created the sudden appearance of a new type of
political figure. Currently through direct elections they
control 17.6 percent of the seats in the Macao legislature
and in the organized conventional political power struc-
ture have become a “third force,” relatively independent
of China and Portugal.

After the mid-1970’s, Macao’s economy gradually began
to take off and, with the reform and relaxation in China,
these factors caused the political atmosphere which had
gradually enveloped Macao society since the sixties to
decline. In terms of the orientation of political attitudes,
Macao young people who have grown up in the past 20
years are still a group which is drifting, malleable, and
unstable.

The Portuguese have clearly taken note of this situation.
In the past few years the Portuguese Government of
Macao has taken the initiative in sponsoring social
activities for students and young people and recently
even formulated a clear youth policy to increase the
centripetal force of young people for the government.
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During the Sino-Portuguese talks, the Chinese began to
be aware that young people would be the backbone of
society after Macao reverts to China at the end of the
nineties and, thus, pro-Chinese groups announced they
were resuming the youth work they had stopped nearly
10 years ago.

The rise of intellectuals in Macao as a fairly influential
social group is something that happened after the begin-
ning of the eighties. At present, through localized plan-
ning, the government has attracted some Macao Chinese
to take on public office. However, the Portuguese have
never had a group of first-rate Chinese who were loyal to
the suzerain state as the English had in Hong Kong. As
for the Chinese, through Chinese-funded organizations
in Macao, they have attracted Macao University stu-
dents to go to China for study, but up to now there has
been no clear indication that they have shown any talent
in the Chinese-funded organizations. Neither the Chi-
nese nor the Portuguese have expressed any positive
attitude about attracting Macao Chinese intellectuals.

Overall, Macao’s intellectuals are still in a scattered,
individualistic, drifting state and have not formed a
powerful sociopolitical force. One reason for this is that
Macao still does not have a strict professional qualifica-
tions approval system, so the specialized image of intel-
lectuals and their social position has not yet been fully
established. In addition, unlike in Hong Kong, an orga-
nized political faction of intellectuals that has the
achievement of democracy as its primary goal has not yet
appeared in Macao. Although the legal circle is a special
example among professional circles in Macao, its mem-
bers are all Portuguese or locally born Portuguese and
they have strong pro-Portugal leanings. And in Chinese
society, apart from physicians, there is no clearly pro-
Chinese or pro-Portuguese intellectual group.

The existence of “locally born Portuguese” among, the
people in various walks of life is a major feature of
Macao’s political situation.

“The government of Macao is a government of locally
born Portuguese.” Although this statement isn’t precise,
neither is it an exaggeration. In fact, these people, who
are of mixed Chinese and Portuguese blood and who in
ethnic inclination and cultural attitudes identify with
Portugal, make up the main force of midlevel govern-
ment civil servants. They are in charge of many impor-
tant document files, are familiar with procedures, can
speak Cantonese, and, in terms of possession and release
of information, they have a great deal of invisible
authority. Without them, the Portuguese officials who
come from Lisbon would have a great deal of trouble in
administration and management.

Except for a few lawyers, the only way out for locally
born Portuguese is to obtain higher pay and promotion
in a government department, but the existence of Portu-
guese officials has restricted their opportunity to enter
high levels. The contradiction between locally born Por-
tuguese and native Portuguese has made it impossible
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for the Portuguese to obtain a solid internal political
unity when bargaining with the Chinese over the Macao
issue.

There is a subtle, unstable relationship between the
locally born Portuguese and the Chinese. In some polit-
ical incidents in the past, locally born Portuguese have
had a tendency to fight for self-rule for Macao and,
therefore, the Chinese are a little wary about this and
may not be happy to see them enter the higher levels of
government. However, on the other hand, if the locally
born Portuguese lose hope in the future and their morale
sinks lower during the transitional period, there are
bound to be problems in the normal operation of gov-
ernment departments, and such negative phenomena as
corruption, work slowdowns, and bureaucratism may
develop perniciously. It is not hard to imagine that in
1999 the Chinese will be unwilling to accept a Macao
Government on the verge of paralysis. Therefore, the
Chinese are both on guard against the locally born
Portuguese and also giving them some comfort, such as
supporting their leaders to become representatives in the
legislature and allowing them some power.

But, nevertheless, during the transitional period locally
born Portuguese will become an important political
bargaining chip for Portugal. In the unavoidable process
of localization, an outstanding phenomenon of per-
sonnel changes at the higher levels of government will be
the promotion of locally born Portuguese. In a sitvation
in which Chinese and locally born Portuguese are both
“local people,” but there is no pro-Portugal elite Chinese
group, locally born Portuguese will undoubtedly gain
greater political trust on the part of Portugal. On the
other hand, the long-term existence of locally born
Portuguese is also beneficial to maintaining Portugal’s
influence on the Macao Special Administrative Zone
after the transitional period, and, hence, after 1999 will
make Macao continue to be beneficial to Portugal.

The Chinese side clearly does not think this way. What
they expect is localization, with the Chinese as the main
body, or at least localization with Chinese as the main
body of high-level officials, otherwise it will be difficult
to ensure that there will be no centrifugal tendencies in
the special zone’s government after 1999. Thus, the
localization issue has become one of the most important
areas of Portugal’s comparative political weight in the
transitional period.

Macao’s religious circles should also be mentioned. The
Eastern religions in Macao long ago became part of the
united front of the Chinese side. The various deromina-
tions of Christianity, which had its origins in the West,
have heretofore stressed internal religious affairs and
have very rarely become involved in politics. The expres-
sions of the Catholic church have been more outer
directed, and during the sixties it and the leftists were
diametrically opposed. In the past 20 years it has
avoided direct involvement in politics, but the district
and youth organizations under its jurisdiction have
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worked hard to develop citizen education and informa-
tion with a Western democratic viewpoint, and from this
created an independent political and ideological center.

Will Macao and Portugal Revise the “Macao
Organizational Constitution”?

Revision of the “Macao Organizational Constitution”
during the transitional period will be an important
political event. The “Macao Organizational Constitu-
tion” is a product of Portugal’s “noncolonized” policy,
which was implemented with regard to Macao after the
revolution of 1974, and is characterized by the establish-
ment of fairly independent legislative powers and a
single-house parliament—the Legislature—over 70 per-
cent of whose representatives are elected by local people.
The governor general, who continues to embody a sov-
ereign ruling position, is appointed by the president of
Portugal, and, in addition to exercising administrative
authority over Macao, also holds some legislative
authority; about 30 percent of the seats in the legislature
are appointed by the president.

In the first two elections for the legislature, in 1976 and
1980, the Chinese got involved only in the indirect
elections, supporting pro-Chinese capitalists to become
involved; this led indirectly to a situation in which a
political group of only locally born Portuguese who
participated in direct elections monopolized all directly
elected seats.

In the third and fourth legislative elections, in 1984 and
1988, the Chinese side increased its influence in the
legislature. It organized a campaign alliance of Chinese
representatives and locally born Portuguese representa-
tives and became involved in direct elections. On the one
hand, it supported involvement of Chinese grassroots-
level citizen representatives through direct elections,
and, on the other hand, the ballots of native-born Chi-
nese presented a “‘united front” to the locally born
Portuguese, allowing their leaders to continue to obtain
seats.

In other words, the Portuguese can predict that their
power to influence the transitional legislature will grad-
ually weaken. Their outs would be to revise the “Macao
Organizational Constitution” while the influence of the
Chinese side on the legislature is growing with each
passing day, in order to find a way to limit the legislative
authority of the legislature or increase the governor
general’s checks on the legislature; and, to think of a2 way
to increase the governor general’s executive authority
and legislative authority in order to ensure and increase
total control of the progress of the “three -izations” so
that Portugal’s effective control of Macao can be main-
tained until 1999.

As for the attitude adopted by the Chinese side, it is
estimated that it may expect the relationship of Macao’s
executive and legislative powers to remain largely the
same. It would prefer that there not be greater demands
for legislative authority on the part of the legislature, but
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it would rather not sec the executive authority of the
governor general be expanded further.

The “Three -Izations” May Lead te Political
Confrontation

The issue of the “three -izations,” especially the issue of
localization, is the main thread for resolving the Macao’s
overall political work during the transitional period.
First of all, all Chinese social groups in Macao, whether
their political attitude is pro-Chinese or relatively inde-
pendent, are supporters of the “three -izations.” In the
localization process, if the Chinese continue to enter
middle- and upper-level posts it will pose a serious threat
to the traditions of locally born Portuguese, that is, their
interests, and the political consequences will be that the
united front relationship of the Chinese side with the
locally born Portuguese will tend to disintegrate and the
locally born Portuguese will fall completely o the Por-
tuguese side politically and become the agents of Por-
tugal in Macao. In other words, the development of the
“three -izations” issue will evolve gradually into a polit-
ical confrontation divided along completely different
ethnic lines, with one side consisting of the Chinese side
and Macao Chinese society, and the other side consisting
of Portugal and the locally born Portuguese.

The politics of Macao in the transitional period are
different from those of Hong Kong. Hong Kong people
basically think that the less Chinese interference the
better, but Macao people are satisfied with the political
situation because they do not have the Hong Kong
people’s respect for a certain degree of representative
government. Macao people do not oppose the speedy
implementation of the “three -izations” under Chinese
pressure, because the “three -izations” express their
more urgent interests. Compared with the “three -
izations,” their political problems are relegated to a more
secondary position.

In addition, the Government of Macao also does not
have the same “lame duck” image as the Hong Kong
Government. Under Chinese pressure, Portugal has not
readily yielded on the “three -izations™ issue and there
has been nothing the Chinese could do. In fact, because
of objective historical factors, a rapid “three -izations”
process will face enormous technical problems, which, if
badly handled, may lead to executive crisis and social
unrest. This point has become a trump card in the hands
of the Portuguese side; the Chinese side has held back for
fear of involving good people and when pressure must be
restrained.

Without a government of Portuguese and the Portuguese
language there is no Portuguese rule of Macao. The
continuation of these two depends on Portugal’s inter-
ests in Macao transcending 1999. These two elements are
a major stumbling block to China’s realization of a
political situation dominated by the executive in post-
1999 Macao. Although the June events in Beijing
spurred the democratic hopes of Macao, it caused some




JPRS-CAR-90-019
8 March 1990

conflict for pro-Chinese groups, but these near-term
changes in the situation basically should not influence
the analysis of this essay.

Vietnamese Boat People Continuing Issue

900N02594 Hong Kong KUANG CHIAO CHING
[WIDE ANGLE MIRROR] in Chinese
No 207, 16 Dec 89 pp 94-98

[Article by Hsiao Shan (2556 1472); “How Hong Kong’s
Boat People Problem Came About”]

[Text] The most urgent and serious problem, one with
the highest visibility, facing the people and the govern-
ment of Hong Kong today is the question of the Viet-
namese boat people.

Development of the Problem

The first Vietnamese refugees originated with the end of
the Viethamese conflict in 1975. At the time, after the
U.S. military withdrawal, many Vietnamese began
fleecing South Vietnam. According to estimates, about
3,743 people fled to Hong Kong. After 1978, the impact
of the Vietnamese political and economic conditions
aggravated the exodus. More than 66,000 refugees
arrived in Hong Kong during the first seven months of
1979, with the yearend total topping 68,700.

In July, 1979, 65 United Nations members held a
conference in Geneva to tackle the Vietnamese refugee
question. The agenda covered three main areas: Vietnam
must effectively control the disorganized departure of its
people from its soil; Southeast Asian countries would be
the first havens for Vietnamese refugees on a temporary
basis; and Western nations would admit refugees from
this first area. The British Government concurred on
behalf of Hong Kong, its crown colony. Having no say in
the matter, Hong Kong, on a “temporary care” basis,
took on this 10-year burden with no clear end in sight.

Hong Kong Has Spent HK$1.5 Billion Caring for the
Vietnamese Refugees

To ward off further inroads, in July 1982 Hong Kong
began operating restricted refugee camps, which pro-
vided that those who had arrived before 2 July 1982
could continue to live in unrestricted camps. Those who
came after that date did not have freedom of movement,
but were confined to the camps. In April 1986, after
careful screening, 250 refugees were accepted as legal
residents.

In mid-June 1988, Hong Kong resumed a classification
policy. All those determined to be “nonpolitical” refu-
gees were restricted to the centers awaiting deportation
to points of origin. Only those classified as “political
refugees” were given aid to migrate abroad. Concur-
rently, consideration was given to a gradual opening of
the restricted camps. But the classification policy con-
tradicted the original purpose of acceptance, plus the
“scare tactics™ failed to stem the tide. In July 1989 alone,
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more than 23,000 additional people arrived, exceeding
the combined total for the period of 1982 through 1987.

According to reports, more than 200,000 Vietnamese left
Hong Kong to go abroad. At the end of November 1989,
there were still more than 12,000 refugees, and more
than 45,000 boat people. In the past 10 years or so, the
Hong Kong Government has spent over HK$1.5 billion
[Hong Kong dollars] caring for the refugees and the boat
people. More serious is their disruptive effect on public
order. They have feuded with weapons inside the cen-
ters, insulted women, attacked police officers, and
escaped to steal or to molest women. The Vietnamese
boat people crisis has deteriorated into a social crisis.

In recent days, there have been fasts inside the boat
people camps, and there are reports of plans to escalate
activities to fight deportation. Behind the incidents are
reportedly agitations by so-called foreign “humanitar-
ian” agencies. The boat people problem affects various
people and organizations, among them Hong Kong’s
citizens, the boat people themselves, the Hong Kong
Government, and Western nations with their various
organizations. And the situation becomes more critical
with each passing day.

Hong Kong Carries a Big Burden

Implementation of the areas agreed upon at the 1979
Geneva conference has met with varying degrees of
opposition. Yet Hong Kong, which had no say in the
matter, is still trying to swallow the bitter and ineffective
pill forced down its throat by its mother government.

The conference agreed to ask Vietnam to restrict the
unorganized exodus from its territory. In reality, the
Vietnamese Government has not done anything effec-
tive in this area. The long-term deterioration of the
Vietnamese economy at the end of the conflict must be
considered a major reason for the boat people’s flight. In
recent years, Vietnam has been short of food and the
people are poor. According to reports, in April 1988,
7.75 million Vietnamese did not have enough to eat, and
the inflationary rate for the period had jumped 1,000
percent. For all of 1988, about 18,000 people reached
Hong Kong, five times more than in 1987. The number
arriving in 1989 was unprecedented. The accord reached
at Geneva on this point has been a total failure, and there
seems to be no prospect of improvement in the near
future.

The Geneva conference agreed that Southeast Asian
nations would provide the initial temporary havens.
These and other nations adjacent to Hong Kong also
faced a large-scale influx of refugees, but they have
abolished the safe haven policy (including economically
thriving Singapore). According to statistics, in 1979,
53,996 boat people arrived in Malaysia, 48,651 reached
Indonesia, 11,928 in Thailand, 7,821 in the Philippines,
5,451 in Singapore, and 3,350 to Macao. But, later, many
countries took a number of actions to bar further entry.
For example, Malaysia began towing boats back out to
sea, Thailand stocked boats with adequate water and
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provisions. Many countries squirmed out of the
dilemma by being a haven in name only. And, as Hong
Kong has been an economically shining light and has not
rejected anyone, it became a favored destination.

Another agreement reached was that the Western
nations would accept the Vietnamese from these havens.
In reality, these countries have not honored their pledge,
they have been passive in attitude and have not put full
energy into the matter. From 1979 to 1981, the Western
nations at least seemed to acknowledge the agreement,
and admitted 80,000 refugees collectively. But, in 1982,
Hong Kong’s mother country, Great Britain, abruptly
led the way in reducing the number admitted—taking in
only 241 for the year, or about 2.6 percent of the quota.
Others followed suit. For example, beginning in 1983,
the United States also reduced its quota—in 1982 it had
admitted 72 percent of its quota; in 1983 it went down to
49 percent.

As a cumulative result of the above, Hong Kong received
increasing pressure to admit Vietnamese refugees. In the
early years, many had already pointed out the desir-
ability that Hong Kong abolish its initial safe haven
policy, but this met with adamant opposition from the
Western nations. As a compromise, Hong Kong began its
“classification” policy.

Pitfalls of the Classification Policy

The so-called “classification” policy means simply that,
in the days to come, the refugees in Hong Kong will
undergo screening and categorization. Those classified
as “political refugees” may move to the West, but the
West will not take those boat people who are “nonpolit-
ical” refugees.

In carrying out the “classification” policy, boat people in
Hong Kong have been placed into big groups:

1. Vietnamese refugees. Those who arrived before the
effective date of the “classification” policy in June 1988,
will collectively be considered as “Vietnamese refugees,”
that is, included in the same class as “political” refugees
who arrived after the policy went into effect. To the end
of November 1989, this amounted to 12,700 people.

2. Vietnamese boat people. Into this group have gone all
who arrived after the policy went into effect and who did
not receive the “political” refugee designation. At the
end of November 1989, these numbered 44,300.

It should first be noted that the “classification” policy is
meant to serve the Western nations. The goal of the West
is not to solve the “boat people” problem, but the
“refugee” question, in other words, those “political
refugees” who qualify for “political shelter.” Although,
in Chinese, “boat people” (chuan min) and “refugee”
(nan min) are only a word apart, they hold great political
significance in the eyes of the West. The opening up of
the camps of the “real political refugees” became the
next logical step in the conclusion of the Hong Kong
Government. As for these “boat people,” the Western
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nations merely mouth sentiments such as there should be
no forced repatriation on humanitarian grounds, but
they steadfastly refuse to accept them. What to do?
Actually, the “classification” policy has “localized” a
sticky international problem.

Moreover, the policy itself has harbored certain ques-
tions even without considering its objectives and effec-
tiveness. One of them is that the policy is time-
consuming. At the present rate, it will take two years to
complete classifying 12,000 boat people. But even as it is
in progress, more boat people flood in, and the rate of
classification simply cannot overtake the rate of new
arrivals. As some pointed out, if the policy is to be
executed, time is of the essence, and people doing it must
be better trained. The United Nations International
Refugee Organization should shoulder all or part of the
cost. But at present it already owes Hong Kong more
than HK$100 million.

If the policy is really to be effective, the logical thing to
do is to carry out the policy in tandem with repatriation
as well as Western acceptance of the boat people. If those
people who have been screened out have nowhere to go,
then Hong Kong is merely digging its own grave. The
International Refugee Organization and the Western
nations have already clearly stated that they are not
responsible for “nonpolitical” refugees. If the question
of repatriation of boat people is not adequately planned
and effectively executed, then an effective policy must be
found to stop the continued flood of new arrivals.
Otherwise, ‘“classification” and “intimidation” will
surely fail.

The truth of the matter is that “classification” and
“intimidation™ have clearly failed to stop the influx.
Since the “classification” policy started, not only has
there been no decrease, the first seven months of 1989
saw the arrival of more than 23,000 people, which
exceeded the sum of all arrivals from 1982 through 1987
and also topped that of all of 1988. Looking at this,
earnest repatriation is one of the must-do actions. At the
end of November 1989, Great Britain’s Deputy Foreign
Minister MacArthur stated that aggressive implementa-
tion of the repatriation policy will start in February or
March 1992. The British Government agreed confiden-
tially to give each boat person $620. We feel that a vital
link to this policy to solve the fundamental boat people
problem is to emulate the other Southeast Asian nations
and abolish the initial safe haven policy.

Abolition of the Initial Safe Haven Policy is
Fundamental

The initial safe haven policy is the basic reason for the
waves of Vietnamese boat people, so its elimination is
also basic to the solution. If this is not resolved, and the
Hong Kong Government stays on its current course by
continuing to hold, classify, categorize, and then sepa-
rate them for migration or repatriation, the problem will
recur and, by 1997, the problem will remain unresolved.
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Abolition of the policy will end Hong Kong’s role as a
place to stay or as a jumping off point to elsewhere. As
everyone knows, Hong Kong’s policy has been to deny
entrance to illegal entries from China and everywhere
else, and there is no reason to favor the Vietnamese.
Many Hong Kong residents have relatives in China, yet
they must line up to apply for entry, over 50 “document-
less mamas™ have had to wait more than 20 years before
they can reunite with their young children. If the over-
whelming majority of Vietnamese boat people know that
they can neither stay in Hong Kong nor move elsewhere,
they will change their minds about coming.

At present, the overwhelming desire of a majority of
Hong Kong’s people is to terminate the policy.
According to Radio Hong Kong’s poll in August 1989,
more than 60 percent of those surveyed considered the
boat people a grave problem, and 85 percent support
ending the safe haven policy. In a questionnaire survey
in September in the central and western districts, 90
percent supported ending the policy. These people had
not been directly much affected by the boat people, so
their views might be considered to be more objective.

The Powerlessness of “Humanitarianism*

And on the international scene, only one or two nations
such as the United States oppose forced repatriation, yet
Hong Kong bows to its pressure. One reason is “human-
itarianism.” And Vietnam, groping for economic reward
and other self-interested benefits and considerations,
also opposes.

The controversy about “humanitarianism” will not be
debated much here, but one point should be noted. As
with many things in the world today, humanitarianism is
not absolute or unconditional. It must be discussed on a
solid economic and social base. In today’s world, the
foremost obligation of a national or local government is
to its own people. The people of Hong Kong take a back
seat to no other country in what they have done and
labored for on behalf of the boat people. For this, Hong
Kong has paid a substantial price. As a matter of law, it
has not been a responsibility or service pledged by itself.
In humanitarian terms, such a tiny spot on earth as Hong
Kong has kept the faith in what it has done in the past 10
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years. Besides, continued incarceration of those who
have nowhere else to go (the consequences of releasing
them are unthinkable) can hardly be considered humane.
If they can be repatriated to Vietnam without dire
consequences, then one might not have to question its
humaneness.

As everyone knows, repatriation is a standard interna-
tional practice in dealing with illegal immigrants. Hong
Kong does that to illegals from China. Great Britain and
the United States do the same. The United States does it
daily as a matter of course concerning illegal immigrants
from Central America, Mexico, and the Caribbean. But
the United States waves high the banner of “humanitar-
ianism” in opposing Hong Kong’s repatriation. How can
one be convincing if one uses such a “double standard?”
And can humanitarianism explain away all these facts?
Actually, in many cases it is inevitable; many countries
today simply cannot exercise a “free immigration”
policy. Things cannot happen just because they want
them to happen. Humanitarianism is conditional.

Such countries as the United States and Great Britain
love to preach humanitarianism. People will not be able
to resist asking, “Then why don’t you accept the agreed-
upon number of Vietnamese refugees set at the 1979
Geneva conference and thus reduce the number stuck in
Hong Kong? If your humanitarian policies have been
executed so smoothly, then why can’t your vast territory
absorb the boat people now stuck in tiny Hong Kong?”

The Vital Link Is the U.S. Attitude

The real situation is that the United States is using
humanitarianism to hide its foreign policy strategy and
self-interest motives. It completely ignores Hong Kong’s
difficulties, even opposing the accepted international
practice of repatriating illegal immigrants, yet not pro-
posing anything that could effectively help Hong Kong.
It spouts forth protestations of humanitarianism, but is
hypocritical in its true actions.

As those boat people stuck in Hong Kong are about to be
repatriated, the question now is how to find quickly a
once-and-for-all solution to the Vietnamese problem.
The emotions of the people of Hong Kong are reaching a
high tide and will not long tolerate further stagnation in
this situation.



