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NATIONAL AFFAIRS, POLICY

State Rights Crucial to Shareholding Experiments

91C07754 Beijing JINGJI YU GUANLI YANJIU
[RESEARCH ON ECONOMICS AND
MANAGEMENT] in Chinese No 4, 8 Aug 91 pp 35-40

[Article by Wang Jianhua (3769 1696 5478): “State
Property Rights Crucial to Shareholding Experiments™]

[Excerpts] State-owned enterprises began experimenting
with the shareholding system in 1984 in the course of
economic structural reform. The Tiangiao Department
Store Shareholding Company, Ltd., of Beijing, founded
in July 1984, was the first shareholding company in the
nation to register with the State Administration for
Industry and Commerce. Subsequently pilot projects in
the shareholding system that revolved around public
ownership went under way across the nation. During the
past few years, the many experimental enterprises over-
came all sorts of difficulties including resistance from
old institutions and old ideas and carried out useful
experimentation. In the realm of commodity circulation,
enterprises experimenting with the shareholding system
may be organized in one of the following ways. One, it
may be a shareholding limited company based on a large-
or medium-sized state-owned retail enterprise that offers
shares internally and externally. Two, it may be a share-
holding limited company made up of a certain number
of related small- and medium-sized retail enterprises.
The shareholding company was created by converting
properties into shares, merging managerial organs, and
issuing shares in society. Three, it may be a company of
limited liability that is centered on a large- or medium-
sized state-owned wholesale enterprise. It was created by
absorbing the capital of other smali- and medium-sized
wholesale enterprises in the form of shares. Fourth, it
may be a shareholding joint company, the result of joint
investment by several enterprises. Experimenting with
the shareholding system has helped expand the decision-
making authority of enterprises in their operations,
revitalize them, accelerate enterprise development, con-
solidate horizontal economic associations, and expedite
enterprise merger. Despite their many flaws and anom-
alies, the pilot projects are invaluable as a source of
experience and data for our research on the socialist
shareholding system. This article proposes to offer some
suggestions on solving the problems that have emerged
during the experiments in the shareholding system by
state-owned commercial enterprises.

1. The nominalization of state property rights has ham-
pered the institutionalization of shareholding experi-
ments.

The sharcholding system was born in response to the
needs of the development of a modern commodity
economy and socialized mass production. It is a form of
organization that clarifies and standardizes enterprise
property rights relations. However, there are some prob-
lems in China’s experiments in the shareholding system
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which make it impossible for the enterprise to fully
realize the benefits of the system. That, in turn, has given
the critics of the shareholding system ammunition with
which to attack it. Essentially these are the problems.

1) Dividends are paid at different rates. Some experi-
mental enterprises keep interest and pay dividends on
personal shares and legal-person shares while paying
dividends only on state shares without paying interest.
Other experimental enterprises pay dividends at dif-
ferent rates depending on whether they are state shares,
legal person shares, or individual shares, with individual
shares and state shares having the highest and lowest
rates, respectively. The result is unequal distribution of
benefits.

2) Property assessment is inaccurate and biased. Prop-
erty assessment is the basis for the distribution of shares
and is vital to the interests of shareholders. On the one
hand, during their conversion into shareholding enter-
prises, some state-owned commercial enterprises con-
verted existing state assets into shares based on their
book value. Yet as the prices of capital goods rose
sharply, the real value, that is, replacement value, of
fixed assets has gotten higher not only than the book
value but also the original value. The undervaluing of
state properties, in effect, sacrifices the interests of the
state shareholder in favor of other shareholders. On the
other hand, most experimental enterprises were built on
former large and mid-sized state-owned commercial
enterprises with a good reputation and a high standard of
enterprise management. These are intangible assets that
have profound implications for the margin of profit, yet
they were not taken into consideration as state proper-
ties. This further eats into the interests of the state
shareholder.

3) Dividends on state shares are not properly managed or
put to use. In some experimental enterprises, the divi-
dends of state shares remain in the enterprise as part of
the production development fund. But the number of
state shares is not increased correspondingly. In effect
the enterprises are using the dividends on state shares
without paying for them. The resultant increase in prop-
erty value has greatly boosted the value of shares of some
shareholding enterprises, in some cases as much as five
times the face value. This situation shows that the
interests of the state shareholder have been captured by
others.

4) Offering enterprise shares. After introducing the
shareholding system on a trial basis, some state-owned
commercial enterprises turned enterprise-retained
profits owned by the state into enterprise shares, eroding
state properties and returns on such properties. Faced
with opposition to this practice, some enterprises have
changed enterprise shares into state shares retained for
enterprise use. While the ultimate ownership of such
shares resides in the state, the latter cannot dispose of
them or profit from them. In reality, so-called ultimate
ownership is unattainable.
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5) Allowing shareholders to return their shares. The
charters of some experimental enterprises stipulate that
units and individuals that buy shares shall be allowed to
return them. When enterprise profits are rising, all
shareholders benefit in that their dividends all go up.
When enterprise profits are declining, some shareholders
withdraw their capital. The risk of an enterprise is
mostly borne by the state shareholder. State shares thus
become special shares through which other shareholders
pass on the risk. This too contributes to the inequality in
rights and interests between the state shareholder and
other shareholders.

Equality in share rights, including power and interests, is
fundamental to the shareholding system. In certain
experimental enterprises, however, the holders of indi-
vidual shares and legal-person shares or their represen-
tatives are present physically, whereas the representative
of the owner of state properties is absent; state properties
have no real representative. In some experimental enter-
prises, such a representative does exist who also serves as
chairman of the board. But what responsibilities should
the representative of state share rights discharge? Whom
should he held accountable to? How do we make the
representative of state share rights fulfill his functions
and duties? None of this is clear. As a result, the
representative cannot really represent the wishes and
interests of the state property owner. Given this situa-
tion, it is inevitable that the interests of state shares are
damaged.

What primarily gave rise to all these problems is the
nominalization of property rights. Nominally speaking,
state properties belong to the whole people and the state
is the general representative of owners of state proper-
ties. The functions of the owners of state properties are
scattered among an array of government departments.
The result is fragmented management and a lack of
clarity in the division of functions and responsibilities.
Everybody represents the owner of state properties but
nobody is in a position to centralize in his hands the
function of property rights management. Nor is he
clearly held responsible for increasing the value of state
properties. Moreover, the fact that the ownership of state
properties is an appendage of the administrative func-
tion of government only further blurs the responsibility
of the owner. This situation is the basic cause of the
functional confusion of the representative of state share
rights in shareholding enterprises today.

Accordingly, improying the state property rights system
and strengthening property rights restraints is pivotal to
making shareholding experiments a success and stan-
dardizing the shareholding system. [passage omitted]

3. Perfecting the management of state share rights in
shareholding experiments.

The institutionalization of state property rights touches
upon a wide variety of issues. As far as sharcholding
experiments are concerned, it is essentially a question of
the management of state share rights. Only by resolving
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this issue can we effectively safeguard the legitimate
rights and interests of the owner of state properties in
shareholding enterprises, fully realize state share rights,
and promote the healthy development of shareholding
experimental work on the right track.

Accordingly, we should concentrate on doing a good job
in the following areas for the moment:

1) Set up state property management departments as well
as organizations to handle properties.

As the management agencies for state properties, more
and more state property management bureaus have been
set up at the central and local levels. After they started
operating, they should standardize the management
behavior with property rights functions and responsibil-
ities and impose effective centralized management and
supervision on the operations and use of state properties.
Local state property management bureaus should
operate as agencies of the State Administration of State
property and divide their jurisdictions in accordance
with the principle of centralized leadership and level-
by-level management. On the whole, however, the pri-
mary responsibility of a bureau should be the macro
management or high-level management of state proper-
ties. It should focus on the macro allocation of state
properties. By formulating policies, laws, and regula-
tions, improving the management system, and applying
tools of economic regulation, it should expedite the
rationalization of the industrial mix, trade mix, geo-
graphical mix, and organizational mix of the operations
of state properties, ensure an increase in the return on
state properties, and enable the state economy to play a
leading role in the national economy.

If the state property management bureau is to concen-
trate its energies on making this kind of macro or
high-level management a success, we must set up an
intermediate body—a comprehensive trade-based state
property investment company—between the State
Administration of State Property, on the one hand, and
enterprises that directly use state properties, on the
other. This body shall be a profit-oriented organization
that actually carries out the responsibility of managing
state properties. The state property management bureau
appoints the state property investment company as the
representative of state properties and institutionalizes
and restrains its investment behavior and operations by
creating an assignment responsibility system. The state
property investment company may be created from
scratch by the state property management bureau or
converted from an existing investment company. The
state property investment company shall submit itself to
the supervision and management of the state property
management bureau above and exercises the power of an
owner vis-a-vis enterprises that use state properties
below within limits authorized by the state property
management bureau. The establishment and perfection
of state property management organs and state property
operational organs essentially consolidates the separa-
tion between the function of state property management
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and that of state properties operation by taking advan-
tage of the separation of the dual economic functions of
the state. Such a separation will help bring the ownership
of state properties closer to reality.

As far as commodity circulation is concerned, the com-
mercial investment company exercises the power of an
owner vis-a-vis state-owned commercial enterprises.
When the enterprise goes in for contracting and leasing,
the commercial investment company shall be the party
that offers the contract or lease. When a state-owned
commercial enterprise starts a pilot project in sharehold-
ing, the commercial investment company shall partici-
pate in drawing up the plan of the experiment and the
charter of the shareholding company in its capacity as
the state shareholder. In addition, it shall own shares of
the shareholding company and exercise the various
powers of the state shareholder.

2) Separate profits from taxes and clarify the right of the
state shareholder to returns on state shares.

The fusion between profits and taxes in state-owned
enterprises is a tangible sign of the duality and confusion
of the economic functions of the state in the realm of
distribution. To adapt to the separation of the dual
economic functions of the state, we must separate profits
from taxes and separate the returns that the state is
entitled to as the owner of properties from the taxes that
each and every enterprise must pay. The profound
significance of profit-tax separation lies in clearly real-
izing the right to earn a return on state properties and
expediting the improvement of the system of state prop-
erty rights. It is particularly important that the share-
holding enterprise, whose ownership has been diversi-
fied, separates profits from taxes if it is to live up to the
principle that all kinds of owners, including the state
shareholder, have equal right to earn a profit on their
properties and realize the notion of equal shares, equal
profits.

To facilitate fair competition between enterprises, the
state should levy a uniform progressive excess tax on all
enterprises irrespective of their ownership and scale of
operations. There should be three tax rates, for low-
income, middle-income, and high-income enterprises.
The top rate should not exceed 35 percent, so that the tax
burden of an enterprise would be commensurate with its
incomes. With the phasing out of the energy and trans-
portation construction fund and the extra-budget regu-
lating fund and the systematic acceleration of apprecia-
tion, we should abolish pre-tax loan repayment by
enterprises. Instead, the enterprise should repay its debts
with depreciation funds and after-tax profits. Returns on
state properties, including the profits of after-tax con-
tracting, rents, property use fees, and the dividends on
state shares, should be collected by the state property
investment company at the instruction of the state
property management bureau. After taxes are separated
from profits, the state investment system too should be
reformed correspondingly to separate the government’s
investment behavior from the owner’s investment
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behavior. In the future, state investment in public facil-
ities of a service nature should be handled by the
Ministry of Finance while investment in profit-making
enterprises should be the responsibility of the State
Administration of State Property as guided by the
national industrial policy. The actual investment should
be done by the state property investment company as
authorized by the state property management bureau. As
the state shareholder of a commercial shareholding
enterprise, the commercial investment company should
be paid dividends to which it is entitled and use the
dividends to get the highest returns. It should plow the
money into the most promising commercial share-
holding enterprises, thus converting dividends into addi-
tional state shares. The commercial investment company
should adjust the targets of its investment flexibly
through the buying ad selling of shares, bring about the
optimal allocation of state commercial properties, and
continuously enhance the ability of state commercial
properties to increase value.

3) Do a good job in property evaluation and define state
share rights properly.

Property evaluation is basic to the development of a
shareholding enterprise from a state-owned enterprise.
The accuracy of such evaluation directly impacts the
proper definition of state share rights. To comply with
the principle of giving all kinds of shareholders equal
share benefits, uniform standards should be used to
assess their value irrespective of whether the shareholder
has invested with fixed assets or with money. Because of
the steep rise in the prices of capital goods, the value of
fixed assets should be determined based on replacement
cost. In terms of sources, commercial enterprises obtain
most of their working capital from bank loans and raise
only a small portion on their own. In terms of usage,
most working capital takes the form of commodities or
account-settlement funds. In assessing liquid properties,
therefore, the first thing to do is to verify the enterprise’s
liabilities and determine the real value of the liquid
properties based on market value. And then there is the
evaluation of intangible assets such as reputation. Based
on the characteristics of commercial enterprises, we may
compare the profit to fund rate of commercial enter-
prises in the same trade in the same locality to figure out
the magnitude of economic benefits generated by intan-
gible assets. We can then assess the value of such assets
based on the average profit to fund rate for the trade in
question. The international rule of thumb is that the
value of intangible assets should not exceed 20 percent of
registered capital.

To ensure the fairness and authoritativeness of property
evaluation and protect the rights and interests of prop-
erty owners, the property owner should ask a property
evaluation body certified by the appropriate government
agency, such as a property evaluation firm, an
accounting firm, or an auditing firm, to carry out prop-
erty evaluation. Evaluation results must be verified by
the state property management department and other
investors.
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4) Clearly define the functions and responsibilities of
state share rights representative and the board of direc-
tors.

As the state shareholder of a shareholding enterprise, the
state property investment company discharges the func-
tions and responsibilities of the owner and sends a
representative of share rights to the shareholding enter-
prise to take part in the shareholders’ meeting and
meetings of the board of directors and help shape the
enterprise’s major decisions. It will be the explicit
responsibility of the representative of state share rights
to protect state property rights and interests. He should
report regularly to the state property investment com-
pany on the increase, decrease, or other changes in state
properties and how profitably they are being operated. It
is also his duty to make sure that dividends on state
shares are paid to the government in full on time. The
representative of state share rights shall not be an admin-
istrative cadre, but a selected entrepreneur and eco-
nomic work expert. Through the mechanisms of interest
and competition, the state property investment company
shall encourage the representative to fulfill his responsi-
bilities.

In enterprises where the state is the majority share-
holder, the representative of state share rights serves as
the chairman of the board of directors as well. The role
of the representative is closely related to that of the
board. The duty of the board is not limited to holding
two or three meetings each year to rubber-stamp the
decisions of the general manager. The board of directors
is elected by the shareholders to be the highest decision-
making body in the shareholding enterprise. It is the
common representative of the wishes and interests of all
owners, including the state shareholder. The board of
directors examines and conmsiders all major issues
including the enterprise’s development plan, business
objectives, investment priorities, profit distribution
plan, and the appointment and dismissal of the general
manager and takes a decision on them. It is accountable
to all shareholders. The board also must supervise and
assess the work of the senior managerial personnel,
including the general manager. Remuneration should be
determined and decisions involving rewards and punish-
ments made on the basis of such assessment. The idea is
to make sure the operators are devoted to their duties
and behave rationally. In addition, the board of directors
should redouble efforts to build up the work system and
invite experts and scholars in society to join the board to
broaden the mix of knowledge among the directors and
make decisionmaking democratic and scientific.

Finally, it needs to be stressed that the management of
state share rights is an important part of the develop-
ment of a state property rights system. As such it
involves a host of economic relations both inside and
outside the shareholding enterprise. To realize state
share rights, therefore, we must formulate and improve a
set of appropriate laws and regulations, make rules for
assorted related economic activities, and spell out the
responsibilities, powers, and interests of every party in
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order to reduce confusion and conflicts in economic
activities and put the management of state share rights
and even of all state properties on a legal footing so that
it will continue to improve and help institutionalize
shareholding experiments.

Article on Shareholding Cooperative System

HK2810105391 Beijing LIAOWANG in Chinese No 38,
23 Sep 91 pp 18-19

[Article by Wang Jue (3769 3778): “Shareholding Coop-
erative Enterprises—Useful Exploration™]

[Text] Judged from the shareholding cooperative system
in the several experimental zones of rural reform in
Shandong’s Zhoucun, Auhui’s Fuyang, and Zhejiang’s
Wenzhou, although the situation is complicated and
most of them are in the initial stage, it is not difficult to
see that the system of the shareholding cooperative
economy can become a better way to deepen economic
restructuring in the rural areas.

The emergence of the shareholding cooperative system is
a phenomenon which is in accordance with the law of the
process of rural reform in our country.

In the vast rural areas of our country, after achieving the
reform bringing in the system of contracted responsi-
bility on the household basis with remuneration linked
to output, world-renowned achievements have been
made. These achievements are mainly manifested by the
emergence of a large number of professional operators of
various kinds, hence breaking through the long-existing
old pattern of natural economy in the rural areas and
beginning the change to commodity economy. This kind
of change means developing in the direction in which a
large amount of surplus labor shifts from primary
industry to secondary and tertiary industries. Hence,
township and town enterprises have developed rapidly,
the building of material and spiritual civilizations in the
vast rural areas has leaped forward, and many peasants
have gone from poverty to the affluence which they had
dreamed of day and night, leading to a comfortable life
that is more than having adequate food and clothing.
However, this kind of economic style, which has house-
holds as units and individual laborers as the foundation,
has continued to reveal its limitations characteristic of
petty production. They can only look for a way out by
improving scale, standard, and returns, so as to facilitate
further development. Therefore, they cannot but prac-
tice union on this preliminary foundation of division of
labor in society. Among many patterns of union, natu-
rally the shareholding cooperative system has begun to
take shape. Through the party’s and government’s
prompt guidance and support, the shareholding cooper-
ative system economy has emerged as the times required.
Therefore, we can say that the shareholding cooperative
system economy has emerged alongside the development
of division of labor in society and the development of
commodity economy amid the rural reform in China,
that it is in accordance with the law and demands of the
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development of social productive forces, and that it is an
advanced new thing which should be given active sup-
port and correct guidance.

The typical pattern of shareholding cooperative system
is a new cooperative system, and it should belong to the
domain of socialist collective economy.

The problem of the nature of the shareholding coopera-
tive system is a problem which the people are most
concerned about and have most discussion about.
Because the shareholding cooperative system, which is
formed by union, is still at the initial stage, its pattern is
very complicated, and it is rather difficult to define its
nature. However, judging from the more typical of its
patterns, its basic feature is the union of labor and
capital as the main body, that is, it is a union of labor and
a union of capital. The main body of the union is
laborers on the one hand and owners of capitzl on the
other. Therefore, it is correct to say it is a new coopera-
tive economy belonging to the domain of socialist col-
lective economy. Judged from the internal conditions of
the shareholding cooperative system, first, it enables
laborers to change from dispersed individua! labor to
united collective labor. It overcomes the limitations of
individual labor on the one hand, and avoids the
exploiting nature of employer-employee relations on the
other, forming a united laboring organization which has
a certain scale of returns, equality, and reciprocity.
Second, it changes dispersed private property into col-
lectively owned property in the form of shareholding,
enabling ownership of property to undergo decomposi-
tion of a social nature. Thus, it ensures laborers pos-
sessing property attain individual ownership rights
through gains in the shareholding pattern, and enables
dispersed individual physical property to become social-
ized property commonly controlled by enterprises.
Because this kind of physical property cannot be divided
and retrieved, it can guarantee the integrity and stability
of enterprises and, under the socialist system, it becomes
collective property owned by society. Third, the prin-
ciple of income distribution for this kind of shareholding
cooperative system has a very high proportion of distri-
bution according to work. Within the proportion of
distribution according to capital, a large portion is used
for accumulation and expanding reproduction. At the
same time, apart from the portion for taxation, there
must be production preparation funds (accumulation
funds), labor protection funds (welfare funds), education
funds, and so on. These actually form the property
publicly owned by society.

Let us look at the external conditions. The shareholding
system is situated on the big social premise with the
socialist ownership system economy as the mainstay and
guidance. At the same time, it has the macroeconomic
regulation and control policy of a socialist country as
guidance. Through industrial policy, taxation policy, and
the labor and social welfare policy, the state can ensure
that the shareholding cooperative system economy
develops healthily in the direction of the socialist road.
To sum up the above discussion, we can say that the
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shareholding cooperative system is an improved form
for the current individual economy in the rural areas to
attain the ownership system of socialist collective
economy.

The shareholding cooperative system can become an
important means to attain industrialization in the rural
areas, as well as to attain commercialized, socialized,
and modernized production, thus it can become an
important component part of the building of a socialist
economy with Chinese characteristics.

Judged from the current situation of the initial stage, its
future development may appear in two basic patterns.
First, labor and capital unified in the same main body of
the shareholding cooperative system. This is a more
typical pattern, and we should make efforts to induce the
extensive development of this kind of shareholding
cooperative economy. Second, the number of members
of a shareholding cooperative system is limited. In
addition, many workers are hired to work but not to
invest. The advantage of this pattern is great flexibility in
operation, while its shortcoming is that it may become a
private shareholding economy, but it is nevertheless
better than petty production, and if we can properly
guide it we may gradually absorb a large number of
workers who buy shares, and enable it to develop in the
direction of a shareholding cooperative system.

Judged from the actual situation in Zhoucun, Fuyang,
and Wenzhou, there is much room for the shareholding
cooperative economy to develop; on the basis of contin-
ually summing up experience in practice, we should
develop and improve its content and style so as to enable
this kind of shareholding cooperative economy, which
has Chinese characteristics, to develop healthily.

Price Adjustments With Minimal Inflation

92CE0021A Beijing JIAGE LILUN YU SHIJIAN
[PRICE: THEORY AND PRACTICE] in Chinese No 8,
20 Aug 91 pp 23-26

[Article by Chen Jun (7115 1498) and Zhang Yaohai
(1728 5069 3189): “Price Adjustments Successfully
Introduced; Inflation Lower Than Projected”]

[Text] The national economy has been growing satisfac-
torily since the beginning of the year. Measures to adjust
prices have been successfully introduced by the govern-
ment and the overall price level has risen very modestly.
People have reacted strongly to increases in the selling
prices of grain and oil but the market has largely been
stable. Price rises are expected to be moderate in the
second half of the year and the increase in the overall
retail price level for the year as a whole will be lower than
the projected target. We should be able to further enliven
the enterprise in various ways and revive the economy in
the second half of the year.
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Economic Environment Facing Prices Today

Price movements are a function of the money supply, the
agricultural situation, the intensity of price regulation
and control, and public psychology and changes in
interest rates. At present everything is quite normal in
those four areas with no significant changes.

Money supply. The money supply was largely normal in
the first six months of the year. The momentum of rapid
growth in the money supply and credit, which occurred
in the second half of 1990, has remained undiminished
and it is now taking longer for money to be withdrawn
from circulation than last year. However, most of the
credit goes to circulation and the mix of credit is largely
sound. Beginning in the second quarter, banks have seen
a substantial increase in the net inflow of cash and the
financial situation is basically stable. Easing credit has
proven effective in stimulating the economy. The gross
value of industrial output is projected to grow 13 percent
in the first half of this year. No major irregularities are
foreseen in money supply and credit in the next few
months. For the year as a whole, the money supply and
the scale of lending should meet or approximate the
targets set at the beginning of the year.

Agriculture. According to data from the agencies concerned,
the amount of acreage under economic crops increased this
year compared to last year while that under grain cultivation
declined. Beginning in summer, the nation has been hit by
both drought and flooding to the detriment of crop growth.
The summer grain crop was hit by plant diseases, insect
pests, and hot dry wind toward the end of the season. In
most areas, however, the production situation has been
reasonably good and summer grain output is projected to be
close to last year’s level. Because of the bumper grain crop
two years ago and ample grain reserves, a bumper fall crop
will further stabilize the market and prices. Even a shortfall
in grain output this year will not have much of an impact on
food prices. The aggressive effort in “food basket engineer-
ing” by local governments at all levels over the past several
years has paid off; the market is now well stocked with
nonstaple food. The output of economic crops such as
sugar-bearing crops and cotton may exceed that of last year.
Live pig and fresh egg production has been good. All this
will help stabilize the prices of nonstaple foodstuff,

Interest rates and public psychology. The second round
of cuts in interest rates on deposits has had little impact
on the market. While the increase in savings deposits has
moderated somewhat, both bond trading and transac-
tions on the stock market have picked up substantially.
Between January and May, wages and social commodity
retail sales rose 18.4 percent and 13.6 percent, respec-
tively, over the same period last year. Citizens’ savings
deposits increased a net 108.4 billion yuan, up 18.4
percent. The consumption psychology and behavior of
members of the public are gradually maturing. Faced
with price reform in housing, health care, and education,
people are now more inclined to save for a rainy day.
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The intensity of price regulation and control. The inten-
sity of price regulation and control as planned by the
State Council is in line with the economy this year. The
next few months will see a continuation of the various
policies and measures already planned for this year. No
major changes are expected in the overall macroeco-
nomic climate.

Currently the major problems in national economic
operations are the poor economic performance of some
enterprises turning out good with little market demand
and the sluggish sales of some commodities resulting
from problems in the product mix. At this time, we
should work harder to think of ways to adjust the
product mix and boost commodity sales in order to
expedite economic development.

Planned Price Adjustments Successfully Introduced

The state has taken advantage of the favorite opportu-
nity existent today to adjust the prices of certain key
commodities. So far all planned price adjustments
scheduled for this year by the central government have
been unveiled. Among the major adjustments are:

1. Agricultural products. On 1 January, the state
adjusted the producer prices of timber turned over to the
state from state-owned forests in Sichuan and Yunnan.
Specifically, the base price of standard pine logs was
adjusted from 119 yuan to 192 yuan. The price of logs to
be used in the making of plywood was raised 10 percent
based on the prices of logs for processing, assuming they
are from the same kind of tree, meet the same specifica-
tions, and are of the same grade. The producer prices of
logs from Yunnan Province would be set by the province
using the prices of their Sichuan counterparts as a guide.

On 1 January, monopoly procurement prices were
replaced by procurement prices as allocation prices for
imported grain within the plan. The allocation price of
wheat was increased from 376 yuan to 509 yuan per ton,
up 35.4 percent; rice, from 538 yuan to 639 yuan, up
18.8 percent; and corn, from 252 yuan to 344 yuan, up
36.5 percent.

On 1 May, the monopoly procurement prices of low-
priced grain and cooking oils were adjusted. The
national monopoly procurement prices of rice, flour, and
corn went up 67 percent, or 0.10 yuan, per 500 grams on
the average, while the monopoly procurement prices of
six kinds of cooking oil rose 169 percent to 1.35 yuan per
500 grams on the average. In Guangdong and Fujian, the
prices of rationed grain for urban residents rose 0.15
yuan per 500 grams, more than anywhere else in the
country. In Hainan Province, the nation’s leader in price
reform, the procurement price of grain increased from
25 yuan to 50 yuan per 50 kilograms and the selling price
of rationed grain for urban residents rose from 0.16 yuan
to 0.5 yuan per 500 grams. Moreover, these prices are
now state guidance prices, free to fluctuate upward or
downward by 5 percent. After the prices of grain and
cooking oils were increased, each worker was given a
monthly subsidy of 6 yuan, a little more in Hainan.
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2. Light Industrial Products

On 1 March, the producer prices of newsprint in the
command plan were raised. Class B newsprint 51 now
costs 2,650 yuan per ton, up from 2,000 yuan, and Class
C newsprint 51 costs 2,800 yuan, up from 2,150 yuan, an
increase of 31.4 percent on the average. The price of
Class A newsprint remains unchanged at 3,000 yuan per
ton.

3. Heavy iﬁdustrial products

On 1 January the ex-factory prices of “Liberation” and
“Dongfeng” automobiles, which are in the command
plan, were adjusted. A “Liberation” CA 141, a
“Dongfeng” EQ 140-1, and a “Dongfeng” EQF 140-1
now cost 32,700 yuan, 29,500 yuan, and 31,400 yuan,
respectively. These are average ex-factory prices. Enter-
prises may raise or lower them by 10 percent.

On 1 February, the prices of iron and steel products were
adjusted. The ex-factory price of iron concentrate (con-
taining 62 percent iron) was raised from 97 yuan to 115
yuan per ton; steel-smelting pig iron, from 484 yuan to
610 yuan per ton; casting pig iron, from 555 yuan to 650
yuan per ton, and carbon structural steel billet, from 800
yuan to 950 yuan per ton. At the same time, the prices of
pig iron were allowed to float within a range of 10
percent. The dual-track pricing system was abolished for
tin-plated plate and cold-rolling electrical steel plate.
Instead a single-price system was applied to steel produc-
tion, both in and outside the plan. The national price
ceiling for iron and steel products outside the plan was
lowered.

On | January,the producer prices of crude oil were
raised. The average price of low-priced oil was raised
from 171 yuan to 205 yuan per ton nationwide, an crease
of 34 yuan, of which 13 yuan will be put into the
petroleum prospecting and development fund. The price
of high-priced crude oil also went up 34 yuan. On 10
March, the ex-factory price of finished petroleum prod-
ucts were raised. Among low-priced finished petroleum
products, the price of gasoline was raised from 617 yuan
to 717 yuan per ton, up 16 percent; kerosene, from 452
yuan to 532 yuan per ton on the average, up 17 percent;
aviation fuel, from 494 yuan to 602 yuan per ton on the
average, up 22 percent; nonagricultural diesel oil, from
335 yuan to 462 yuan per ton on the average, up 37
percent; nonchemical fertilizer heavy oil, from 123 yuan
to 198 yuan per ton on the average, up 60 percent; and
non-chemical fertilizer naphtha, from 380 yuan to 435
yuan per ton on the average, up 14 percent. Among
high-priced finished petroleum products, the ex-factory
price of gasoline was raised from 835 yuan to 905 yuan
per ton on the average, up 8.4 percent; aviation fuel,
from 890 yuan to 940 yuan per ton on the average, up 5.6
percent; diesel oil, from 707 yuan to 787 yuan per ton on
the average, up 11.4 percent; and coke, from 230 yuan to
430 yuan per ton on the average, up 87 percent. The
selling prices of finished petroleum products were also
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raised correspondingly. The wholesale prices of low-
priced finished petroleum products and the ex-factory
prices of various standard oils were raised by the fol-
lowing amounts nationwide on the average: gasoline No
70, 92 yuan per ton; diesel oil No 10, 129 yuan per ton;
and kerosene, 80 yuan per ton in Yunnan, Guizhou,
Guangdong, Guangxi, Hunan, Hubei, Hainan, and
eastern Sichuan, and 90 yuan per ton elsewhere. On the
average an extra 20 yuan per ton are paid out to offset
transportation and miscellaneous charges. The ceilings
for the wholesale price of low-priced petroleum products
are as follows: No 70 gasoline, 860 yuan; kerosene, 805
yuan; and diesel oil, 750 yuan.

On 1 April, the dual-track pricing system was abolished
for cement and replaced by a system of uniform govern-
ment prices. The ex-factory price of slag cement No 425
was set at 110 yuan per ton.

4. Charges

On 1 March, rail freight was raised by an average 2 li per
ton kilometer. There is no increase in freight for cargo
consisting of grain, salt, cooking oil, chemical fertilizers,
or vulcanized iron ore. Also unchanged are rail freights
for meat and vegetables transported by regular freight
train. For the varieties of goods affected, the actual
increase was 2.5 li per ton kilometer. The charge for self
vehicles was raised 7 li.

This fall the costs of teaching materials for college and
technical secondary school students were raised 5 or 6
fen per page. The charges for teaching materials on
specialized courses in science and engineering were
increased to 0.25 yuan per page at the maximum, the
charges for teaching materials on basic courses were
raised to 0.21 yuan at a maximum. At the technical
secondary school level, the charges for teaching materials
on specialized courses were increased to 0.23 yuan at a
maximum while charges for teaching materials on basic
courses were increased to 0.20 yuan at a maximum.

Also in March the state decreased from 13 to 5 the
number of commodities where a price increase by a local
government requires special permission from the State
Council.

In addition, the state has adjusted the prices of a small
number of commodities and fees. Local governments too
have adjusted the prices of some commodities and fees.
Essentially what they did was to increase the prices of
some grain and oil products and a small number of
service charges based on the plan of the authorities at a
higher level and in light of local conditions. By and large,
price increases have been successfully introduced and
have basically achieved the hoped-for results. They will
facilitate the adjustment of the industrial structure and
help ease the financial burden, straighten out the price
system, promote production, and guide consumption.

The Characteristics of Price Changes in the First Half of
the Year; Projecting Trends for the Second Half of the
Year
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Price movements in the first half of the year have these
notable features:

1. Price adjustments are wide-ranging but the rise in the
overall retail prices has been modest.

In a break with the practices of the last few years, all
planned price adjustments were completed within the
first half of the year. Such adjustments involve not only
important basic products like crude oil, rail freight, and
iron and steel, but also grain and cooking oil, the prices
of which had remained unchanged for over 20 years. But
even though the impact was significant, the increase in
the overall level of retail prices has been modest.
According to data from the State Statistics Bureau, retail
prices rose 1.4 percent, 1 percent, 0.9 percent, 0.6
percent, and 3.1 percent respectively, from January
through May this year, compared with the same months
last year. The overall increase for the first half of 1991
was under 2 percent. Compared to the preceding month,
the price index rose 2 percent in January, 0.2 percent in
February, and 0.3 percent in March, slipped 0.6 percent
in April, and climbed back up 1.4 percent in May.

The overall retail price level was up 3.3 percent in May
over December last year. Specifically grain prices
climbed 24.5 percent; nonstaple food, down 0.1 percent;
meat, poultry, and eggs, down 1.4 percent; fresh vegeta-
bles, down 31 percent; clothing, up 4.9 percent; articles
of daily use, up 1.7 percent; fuels, up 4.6 percent; and
entertainment and electrical appliances, down 1.4 per-
cent.

2. The price changes are of a distinctly structural nature.
There are sharp differences in the changes of the three
kinds of prices. The increase in government-set prices
has been considerable while market prices have dropped
slightly. As far as the retail prices of consumer goods are
concerned, government-set prices rose 17 percent in May
compared to late last year. During the same period,
government guidance prices inched up 1.6 percent while
market prices fell 0.6 percent. The country fair trade
price index, which reacts sensitively to the economy, has
been falling for 20 straight months since October 1988,
down 12.2 percent in May this year compared to May
1989 and down 5.5 percent compared to May 1990.
Among government-set commodity prices, those set by
the central government rose 28.4 percent, including a 69
percent jump in the prices of agricultural products, while
those set by local authorities rose 4.9 percent. Among
industrial capital goods, prices within the plan increased
in a controlled fashion while those outside the plan rose
in some instances and fell in others but largely held
steady. Since the second quarter, the sales of industrial
capital goods have improved and the prices of capital-
construction-related capital goods have increased appre-
ciably. The price of thread steel rose from 1,592 yuan to
1,630 yuan per ton between late last year and mid-May,
up 2.4 percent, while that of wire rod rose from 1,495
yuan to 1,658 yuan, up 10.9 percent.
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The prices of agricultural capital goods have held steady,
with some rising slightly. The overall price level of
agricultural capital goods was up 1.5 percent in May over
last January, mainly due to increases in the prices of
chemical fertilizers and plastic membrane on the eve of
spring plowing. Prices stabilized during the second
quarter, with the price index dropping 0.2 percent in
April compared to the previous month and remaining
largely unchanged in May.

3. Price adjustments varied from region to region, with
prices rising significantly faster in urban areas. Struc-
tural price adjustments have had a greater impact in
townships, especially large cities. Between January and
May, the overall retail price level in the nation’s 35 large-
and medium-sized cities rose 4.4 percent over the same
period last year, compared to the nation’s average of just
2.9 percent. In May, the retail price level in Beijing,
Tianjin, and Shanghai rose 9.5 percent, 10.2 percent,
and 10.2 percent, respectively. Service charges rose even
faster, climbing a whopping 23.3 percent in the 35 large-
and medium-sized cities between January and May, 14
percentage points more than the national average. Since
last April, control on service charges has been tightened
everywhere. Thus far this year cases involving 3.3 billion
yuan in arbitrarily collected service charges have been
investigated and dealt with. After the prices of grain and
oil were increased, practically no locality has moved to
raise service charges. In May, service charges rose just
0.1 percent over April. The momentum of increase in
this area has been checked.

Price movements in the first half of this year and their
impact show that the Chinese economy is currently
operating normally, with no obvious inflation. From
what we know today, the thrust of government price
work in the second half of the year is to intensify the
reform and improvement of the price management
system in order to stabilize society and enhance public
confidence. The prices of the vast majority of commod-
ities will remain stable. Barring major additional price
adjustments, the overall retail price level for the entire
year will remain at about 4 percent, lower than the target
of 6 percent set earlier.

PROVINCIAL

Fujian Governor on Market Economy

HK2908001391 Beijing QIUSHI in Chinese No 15,
1 Aug 91 pp 28-32 ’

[Article by Fujian Provincial Governor Jia Qinglin:
“Enterprise Quality Is Key to Improved Economic Per-
formance™]

[Text] L

The Seventh Plenary Session of the 13th CPC Central
Committee expressly put forward that we must take
improvement of economic performance as a significant
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guiding principle for China’s future economic develop-
ment and the center of all economic work. To improve
the economic performance of industries is a systems
engineering task and, in order to achieve this, we must
work hard to improve the external environment and
internal quality of enterprises. Obviously, it is impos-
sible to create high-quality products, or better economic
results, without high-quality enterprises. Judging from
this point of view, the performance issue is also an issue
of quality.

So-called enterprise quality includes technology quality,
management quality, and human quality. Technological
quality mainly shows the technology level of an enter-
prise, indicated by its science and technology knowledge,
the technical skills of its laborers, the technology stan-
dards of machinery and equipment, and the processing
capability. Since this labor is sophisticated, manage-
ment’s task is organizing and coordinating the means of
productive forces. To a considerable extent, whether or
not such means are rationally arranged, and whether or
not such means are fully utilized, depends on manage-
ment skill. Human quality is the major factor in the
process of social reproduction. Therefore, in order to
increase the economic results and improve enterprise
quality, we must carry out the work by starting from the
areas of science and technology, management, and
improvement of staff quality. This is the only solution.

For the past decade and more, under the guidance of
CPC Committee policies concerning reforms and
opening up, Fujian Province has made full use of the
“special policies, and flexible measures™ granted by the
central authorities; by arranging work around the core of
economic construction, we did a lot to continuously
strengthen enterprise quality. For example, we formu-
lated a series of policies and measures which conformed
with the province’s situation and which helped enter-
prises make technological progress. We systematically
and emphatically imported advanced technology from
abroad, so that a number of key industries and core
enterprises could transform themselves. The technology
level of industries such as textiles, electronics, machine-
building, plastics, electric home appliances, food,
building materials, chemicals, and so forth was remark-
ably enhanced. We actively encouraged the adoption of
various kinds of contracted responsibility system and
carried out corresponding reforms in the personnel,
labor, and distribution systems. We strengthened the
internal management of enterprises, worked hard to cut
their material consumption and costs, and helped them
enhance their standards. Now, 80 enterprises in the
province have been awarded the title of State Second-
Class Enterprise; 636 enterprises have been ranked Pro-
vincial Advanced Enterprises, and many enterprises
became Provincial Basic Enterprises (advanced local
enterprises). With improved quality, enterprises can
effectively boost the economic performance of indus-
tries. Between 1979 and 1990, the province’s gross
industrial output value for enterprises above county
level (taking the 1980 figure as the constant figure
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throughout) increased from 7,290 to 40,660 million
yuan, or by 4.6 times. The amount of profits and taxes
delivered by enterprises increased from 1,290 to 4,490
million yuan, or by 2.4 times. The fixed assets ratio of
industrial enterprises practicing independent accounting
increased from 127.3 to 141.9 percent.

Generally speaking, however, because of long-standing
restrictions on productivity and unfavorable influences
from the existing system, Fujian’s poor economic perfor-
mance was still a highly prominent issue. As many as
one-third of the province’s enterprises were in the red.
Compared to 1979, the output value- profits ratio, sales
revenue-profit ratio, and capital-profits ratio made by
industrial enterprises practicing independent accounting
in 1990 dropped from 20.34, 12.26, and 23.4 percent to
17.42, 5.42, and 20.63 percent respectively. Compared
to other enterprises at the same level, there was still a
wide gap between the economic performance index of
enterprises and that of advanced provinces. In 1990, the
province’s overall labor productivity was about 50 per-
cent lower than Shanghai and its industrial capital-
profits ratio was 9.1 percent lower than Shanghai. There
were objective, as well as subjective, reasons for the
province’s poor economic performance. The problem
was also caused by profound contradictions accumulated
over the years and certain rectification and consolida-
tion measures which failed to dovetail with each other or
to address problems. Nevertheless, one of the profound
reasons for this was poor enterprise quality and we found
it difficult to adapt to changes in the external environ-
ment; our competitiveness became weak in the market;
and we were unable to offset expenses relating to policy-
making. This is the basic problem which adversely
affected the economic performance.

1L

When improving enterprise quality, we must focus on,
and do a good job in, the inside of enterprises. The move
to improve the enterprise quality is actually to help
enterprises modernize themselves and really switch their
focus of development onto the practice of attaching great
importance to science and technology, scientific manage-
ment skills, and labor quality, and to continuously boost
the economic vitality and reserve strength of the socialist
economy.

1. We must place the enhancement of enterprise’s scien-
tific and technological progress in a strategic position and
invigorate enterprises by relying on science and tech-
nology. Science and technology is the first productive
force. Judged from this viewpoint, enterprise quality is
determined by its scientific and technological progress.
In the wake of rapid development in science and tech-
nology, and its rapid transformation into a productive
force, it has become apparent that the present competi-
tion among enterprises for survival and development is a
competition of technology standards. Without a strong
desire to make, and a mechanism for continuously
making, technological progress, an enterprise would
inevitably become weakened and would eventually be
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eliminated amidst keen competition. Therefore, in
respect of the province’s work concerning enterprises, it
is still an important task, at present and in the future,
that we should understand the significance of continu-
ously enhancing technological progress and, when devel-
oping production and improving economic perfor-
mance, we should really focus on work relying more on
technological progress.

In respect of work relying on technological progress, our
guiding ideology is to bring into full play Fujian’s advan-
tages of being a coastal and open area. In addition, the
purpose is to act according to the province’s actual
conditions, such as economic strength, science and tech-
nology capability, and resources, to: Center our work
around improvement of the industrial performance;
actively make use of achievements of new technology
revolution made in China and abroad; flexibly integrate
imported technology with transformation of backward
technology; selectively develop new and high technology;
devote major efforts to transforming traditional tech-
nology; establish a multilevel and open system of
industry technology which takes applicable technology
as the basis, gives priority to advanced technology, and
develops from low standards to higher ones; and to strive
to realize a strategic change in the focal point from
extensive farming into intensive farming.

In order to make technological progress, there must be a
certain amount of guaranty funds. Therefore, we must
adopt effective policies and boost enterprises’ capability
of self-accumulation and self-development. Recently, the
provincial government worked out, on the basis of
investigations and studies, policies concerning revalua-
tion methods of enterprises regarding fixed assets and
their methods of allocating depreciation funds. These lay
particular emphasis on the present problem that the cost
of equipment deviates from the price of replacement and
gradually causes different enterprises to raise their
depreciation rate for fixed assets from the present
average level of less than 5 percent to 7 to 10 percent or
above. It also raises the allocation rate of technology
development fund, which is based on sales volume, from
the present level of 0.3 percent to 1 percent. To enter-
prises undertaking the state’s major industrial tasks
regarding technological transformation, or which are
incapable of repaying loans, the provincial government
extends the loan repayment term appropriately, or par-
tially reduces or exempts them from product tax or value
added tax. It encourages enterprises to actively carry out
technological transformation by using funds they have
raised themselves, bank loans, financed funds, foreign
capital, and so on.

Furthermore, when encouraging enterprises to make
technological progress, we must bring into play the
province’s advantage of being a pilot area for carrying
out comprehensive reforms. At present, Fujian has the
best opportunities to open up to the outside world. We
must adopt flexible and varied measures for “import-
transformation-export-development.” We must actively
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attract Taiwan, Hongkong, Overseas Chinese, and for-
eign investors to make investment in the province and
import advanced technology to transform the old enter-
prises. At the same time, we must intensify reforms in
the science and technology system, actively encourage
the combination between scientific research units and
productive enterprises, and speed up the process of
transforming science and technology into a productive
force. We must encourage scientific research units, and
personnel from such units, to take part in enterprise
contracts and technology development; organize scien-
tific research units and productive enterprises to jointly
invest in and develop new technology; and encourage, on
this basis, a gradual combination between scientific
research units and productive enterprises, as well as the
formation of closed, and semi-closed scientific research-
productive combines, or industry-technology-trade
enterprise groups. Enterprises that have the conditions
should form bodies to carry out scientific research and
development, perfect their systems for examining tech-
nology and quality, and should establish and perfect
their mechanisms for making technological progress. We
should continue to adopt preferential policies, strive to
reach the advanced standards of China, and of the world,
and do a good job in building the high and new tech-
nology parks and zones in Fuzhou and Xiamen, as well
as the Quanzhou- Jinjiang-Shishi “science and tech-
nology corridor.” When we develop industries using high
and new technology, we should strengthen the assimila-
tion and absorption of imported technology and make
innovations. We should encourage science and tech-
nology parks, as well as foreign-invested enterprises, to
transfer their technology to state-run enterprises by using
technology as capital contributions, transferring patent
rights, and engaging in cooperative development, so that
the province’s enterprises achieve a coordinated devel-
opment of technological progress.

2, We must establish a modern management system,
which conforms to the modern enterprises and is marked
with Chinese characteristics, and strive to improve the
economic performance. Modern enterprises are entities
combining modern technology with modern manage-
ment skills. Without first-class management skills, it is
impossible to develop a first-class enterprise or achieve a
first-class performance. In order to improve the quality
of enterprise management, we must establish and perfect
a strict responsibility system, as well as efficient deci-
sionmaking system, which conform to the national situ-
ation; meet the demand for large-scale production, as
well as specialized and socialized development; and
promote an optimized combination of means of produc-
tion. Toward this aim we must, from now on, work hard
in the following areas:

—We should continue to intensify reforms, establish an
enterprise system which conforms to socialized large-
scale production, change the operating mechanism,
and boost the internal vitality of enterprises. In the
next round of contracting enterprise operations we
must work hard to find a contract system that both
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gives encouragement and has restrictions, as well as
both competition and protection, to mobilize the
enthusiasm of individuals and safeguard the integrity,
as well as increase the value, of state-owned assets. We
should lay particular emphasis on rationalization in
two aspects: Rationalizing the labor relations inside
enterprises by implementing a labor contract system
for the whole staff; and rationalizing the distribution
system inside enterprises by abolishing the “big rice
pot” and perfecting the method of linking labor effi-
ciency to payment, to gradually form an internal
distribution system that mainly takes position and
skills as the criteria for determining the wage level. We
have worked out plans this year to select several
enterprises to run pilot schemes in this respect and
shall gradually popularize the experience gained upon
completion.

—We should carry out activities regarding the “year of
quality, variety, and efficiency” and strengthen basic,
as well as modern, management skills in enterprises.
First, we must strengthen on-the-spot management
skills, perfect various rules and regulations, and do a
good job in the organization of teams and groups, to
boost the efficiency of on-the-spot management.
Second, we should actively carry out activities encour-
aging enterprises to upgrade themselves and set up a
system providing guarantees for modern enterprise
management in five aspects: First, we should establish
and perfect a comprehensive quality management
system which focuses on product quality and job
quality. Second, we should establish and perfect an
economic accounting system that increases revenue,
cuts expenses, speeds up fund circulation, increases
the rate of capital utilization, and sets up internal
banking facilities. Third, we should establish and
perfect a system that saves electricity, coal, water, and
timber and makes the best use of goods and materials,
energy resources, and equipment. Fourth, we should
establish and perfect a system which safeguards safety
production. Fifth, we should establish and perfect a
system that provides guarantees for the ideological
and political work by expanding the numbers of
workers who possess the “four have’s” and bring into
play the enthusiasm and creativeness of staff. In actual
work, enterprises with different management bases
must focus on the core of modernizing the manage-
ment skills; lay a good foundation for the work; and
gradually upgrade themselves by working hard to
achieve different management standards. All enter-
prises, no matter at what level, must continue to
pursue their effective and modern management skills
and means, such as quality management, value engi-
neering management, network technology manage-
ment, and target management. In addition, they
should pay attention to applying these accordingly, to
optimize the overall management of enterprises.

—We should actively explore, according to the needs of
reform and opening up, ways of enterprise manage-
ment which conform with international practice. We
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should realize that modern enterprises in the West, as
well as foreign-invested enterprises, are advanced in
several areas. In particular, we should draw lessons
from their operations, which are successful in respect
of sales, decisionmaking, development strategy,
recruitment, organizational set up, financing, and
internal distribution. Beginning in 1988, the province
made use of its advantages, that is, the favorable
conditions concerning opening up and its large
number of foreign-invested enterprises, running a
pilot scheme among enterprises from certain cities
adopting the international practice. For example, it
succeeded and gained experience in running a “special
economic zone of enterprises” and importing the
operating mechanism and management skills of for-
eign-invested enterprises. We should base ourselves on
this foundation, continue striving to attain world
advanced enterprise management standards and
develop, step by step, a management system which
conforms to international practice while being marked
with Chinese characteristics.

3. We should strengthen building contingents of workers
and confirm the dominant position of mankind in modern
enterprises. In the course of development, how the
initiative and creativeness of the staff of an enterprise
are brought into play directly affects the destiny of that
enterprise. Therefore, we should place the work of
improving the quality of the whole staff, as well as
business managers and the work of mobilizing the enthu-
siasm of mankind, in the most significant position of
perfecting the development strategy of enterprises. We
must include vocational education in technology into
enterprises’ development plans, strive to increase our
investment in the development of intellectual property,
set up a system of on-the-job training, and constantly
raise the political quality, technology quality, and pro-
fessional quality of workers. In particular, we must act in
accordance with the development of new products, new
technology, and new markets; do a good job in updating
workers’ knowledge and carrying out technical training;
do well in building enterprises and the party, and in
conducting education in socialist ideology; strengthen
professional and ethical education, as well as education
in ideals and discipline; and cultivate the entrepreneur-
ship of striving for enhancement and innovations. In
addition, we must guide the workers to correctly under-
stand the relations of interests in reforms; to establish
the correct viewpoint on reforms by proceeding from the
overall, and long-term, interests of the state and the
people; to act with the Daqing spirit, as well as iron man
spirit, of striving for self-reliance, working hard, having
a breadth of vision about the overall situation, and being
much concerned about the state; and to propose ways
and means to properly run the socialist enterprises. At
the same time, we must strengthen building the demo-
cratic system and wholeheartedly rely on the working
class to run the enterprises properly. Last year, the
province started a pilot scheme to build a democratic
system for enterprises among 100 selected enterprises.
Beginning from the “hot spots” and “difficult spots,” we
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established various kinds of democratic system, so that
factory directors (managers) established the concept of
relying on the workers to run their enterprises propoerly.
The workers also enhanced their awareness of demo-
cratic participation, thereby mobilizing the enthusiasm
of enterprise cadres and workers and directly promoting
the development of production. From now on, we must
conscientiously sum up and popularize the experience
gained by these experimental units, so that the work of
building a democratic system for enterprises will develop
in such a way that the internal distribution will become
open, the process of decisionmaking will be subject to
certain procedures, the assessment of cadres will be
standardized, contacts between cadres and the masses
will become frequent, and there will be a training system
for workers. Furthermore, we should constantly
strengthen enterprises’ internal and external supervisory
mechanisms, to ensure that various systems are strictly
carried out.

IIL.

It is also very important that we should strengthen our
macroeconomic control, optimize macroeconomic read-
justment, and further handle the relations between the
state and enterprises properly, to tap the internal poten-
tial of enterprises and to continuously improve enter-
prise quality.

For a long time past there has not been any explicit
distinction between the duty of our government to
perform macroeconomic readjustment and the micro-
economic functions of enterprises. Following implemen-
tation of the contracted responsibility system for enter-
prises, particularly the promulgation of the “Enterprises
Law,” however, the relations between these two were
defined. Nevertheless, there was no rational operating
mechanism for enterprises because of their failure to
carry out corresponding reforms, certain problems in
their actual work, and an imperfect socialist market
system. On the one hand, enterprises failed to have the
proper status of being a legal person, or relatively inde-
pendent rights, duties, or interests. Many government
departments still directly interfered with the specific
operations of enterprises and apportioned expenses to,
and collected funds from, them under various pretexts so
that they became responsible for many social functions
which would otherwise be undertaken by the govern-
ment. On the other hand, to a considerable extent the
enterprises depended so much on the government to
provide the means of production, as well as product
markets, that they basically did not put an end to their
dependency on the government and lacked the internal
incentive to improve their quality. Therefore, rational-
izing the relations between the government and enter-
prises, and optimizing the macroeconomic readjustment
system, have become significant conditions for
improving enterprise quality. Specifically, we must first
seriously enforce the state laws, regulations, and relevant
policies and gradually provide a legal background for the
macroeconomic readjustment. We should: Seriously
enforce the “Enterprises Law” and clarify the legal status
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of enterprises; enforce the right of autonomy of enter-
prises; eliminate unnecessary administrative interven-
tion; resolutely check acts of arbitrarily imposing fines,
apportioning expenses, and collecting funds; and strictly
check various types of enterprise inspection to ease the
burden of enterprises and to protect their legitimate
rights. Second, we must earnestly work out industrial
policies which suit the province’s situation; create an
external environment for enterprises to engage in fair
competition; be good at applying the economic levers;
make arrangements for the means of coordination; and
put their independent operations under the guidance of
the government’s industrial policies. Third, we must
actively and cautiously establish stockholding systems in
experimental areas and rationalize the relationship
regarding property rights. Fourth, we must establish and
develop intermediate organizations to act as middlemen
between the government and enterprises. Examples of
this type are the guilds, which should be established and
gradually bring into play their role of coordination in
their particular trades. We have planned to run pilot
schemes in Quanzhou and Jianou, to gradually form a
new system of trade management, which takes trade
management departments as the lead and trade eco-
nomic organizations as the middlemen, and in which
enterprises of the same trade carry out self-coordination.
The other type is enterprise grouping. Experience gained
in China and abroad indicates that enterprise groups are
not only an effective business organization for opti-
mizing the relations among enterprises, and for
improving the economic scale, but also a better interme-
diate organization which rationalizes the relations
between the government and enterprises, strengthens
government-enterprise links, and acts as a communica-
tions channel between the two. In addition, it has
increasingly become a merging point of market economy
and planned readjustment. We must further speed up the
formation, perfection, and development of enterprise
groups, and bring into full play their powerful advan-
tages.

In the wake of the establishment and perfection of a new
system for the socialist planned commodity economy,
enterprises have increasingly become the principal part
of the market. The production and business situation in
enterprises determines whether the market is thriving or
in depression. In return, the extent of how thriving or
recessive is such production and business is limited by
the market. Therefore, in optimizing the system of
macroeconomic readjustment, we must also pay atten-
tion to developing a socialist market system. Proceeding
from the province’s reality of being an experimental area
for conducting comprehensive reforms, we must act with
reference to the international market and establish a fair,
smooth, comprehensive, and efficient market system
conforming with the international market, tallies with
the state’s unified market, and is compatible with the
government’s readjustment mechanism. At the same
time, we should promptly establish and perfect a social
security system to encourage the elimination of poor
enterprises, as well as the optimization of the means of
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production, through market competition and to reduce
the risks of enterprises in competition and the social
impact of competition.

In strengthening the macroeconomic readjustment, we
must start from invigorating enterprises and improving
the economic performance of enterprises. We should
find ways and means to strengthen a flexible combina-
tion of macroeconomic readjustment and invigoration of
enterprises and adopt appropriate policies and measures
for supporting and invigorating enterprises. In partic-
ular, we should strengthen the vitality of large and
medium enterprises.

Trade Fairs Help Western Provinces Open
Markets

OW2910121391 Beijing XINHUA in English
1108 GMT 29 Oct 91

[Text] Beijing, October 29 (XINHUA)—A recent trade
fair in Sichuan Province shows that people in the
western part of the country are replacing their sense of
subsistence economy with the sense of commodity
economy.

More than 20,000 businessmen from all parts of the
country attended the seven-day trade fair held in Mian-
yang city earlier this month. Commodities worth 4.2
billion yuan changed hands, a volume second only to
that at China’s biannual export commodities fair held in
Guangzhou.

Western China, including Yunnan, Guizhou, Sichuan,
Shaanxi, Gansu and Qinghai Provinces, and the Tibet,
Ningxia, Inner Mongolia and Xinjiang Uygur Autono-
mous Regions, covers two-thirds of China’s land area
and has a quarter of its 1.1 billion population. Though
the western part abounds in natural resources such as
gold, silver, aluminum, petroleum, natural gas, medic-
inal herbs, silk, farm produce and animal by-products,
the local people had been plagued by poverty for centu-
ries due to historical reasons and their landlocked con-
ditions.

Since 1979 these provinces and regions has registered
double and triple industrial and agricultural output
value increases. Most of the local people have get rid of
the centuries-old nightmare of poverty, while a consid-
erable number of people have got prosperous.

However, there are various barriers to developing a
commodity economy in Western China. For instance, a
trade delegation from Sichuan went to Xinjiang and
intended to purchase some raw materials a few years ago.
But the local railway department refused to transport the
freight to Sichuan; on the other hand, while Xinjiang
people were interested in Sichuan’s manufactured goods,
they dared not to purchase them because of regional
protectionism.

Even the entrepreneurs were no exception. When Mian-
yang City invited businessmen from Guangdong and
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Zhejiang Provinces to attend a trade fair, many local
enterprise managers worried the outsiders would beat
the local manufacturers in the coming market competi-
tion and even asked the mayor to stop the inflow of
goods from other places.

In April 1989, leaders from Xinjiang, Inner Mongolia,
Qinghai, Yunnan, Gansu and Sichuan held a meeting to
discuss how to develop Western China. They made three
decisions at the meeting:

—to hold an annual Western China trade fair to open the
local market to the whole country and promote fair
competition;

—to encourage big and medium-sized state enterprises
to attend the trade fair and expand their market share
through market competition; and

—to encourage transport departments to facilitate com-
modity circulation and open more outlets to foreign
countries.

The three Western China trade fairs since then have
justified these decisions. At the first trade fair, held in
Tianshui, in Gansu, 600 million yuan-worth of goods
changed hands; the second trade fair, held in Hanzhong
in Shaanxi, saw the conclusion of sales of goods worth
1.2 billion yuan; and the trade volume at the third fair, in
Mianyang City, Sichuan Province, jumped to 4.2 billion
yuan-worth.

Through the three trade fairs, people in Western China
have found ready markets in other parts of the country.
For instance, wool, aluminum and other goods made
with local resources have long been out of stock. Even
locally made color TV sets and refrigerators, which had
been stockpiled for a period, are selling well.

At the same time, local manufacturers now understand
the gap in terms of quality, technology and management
between the western part of China and the coastal areas.
Many local entrepreneurs have said that they will go
ahead and open the local market and develop through
competition.

Economists View Shanghai’s Industrial ‘Slump’

92CE0017A Shanghai JIEFANG RIBAO in Chinese
28ep91p5

[Article: “The ‘Shanghai Phenomenon’ in China’s Eco-
nomic Growth”]

[Text] Why is it that since the 1980’s, Shanghai’s eco-
nomic growth rate has been lower than the national
average, and industrial economic returns have relatively
lagged? Wang Zhan [3769 2069], an associate professor
at Fudan University, and others in Shanghai’s economic
world recently noted the “Shanghai phenomenon,” a
typical contrast between China’s and Shanghai’s eco-
nomic growth in the course of China’s economic matu-
rity. They hold that the typical contrast in economic
growth between Shanghai and the state is actually one of
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economic returns. From 1949 to 1978, Shanghai led the
country in terms of industrial economic returns. How-
ever, from 1979 to 1990, Shanghai not only yielded its
first place in industrial output value, foreign trade
exports, and other aggregate figures to other coastal
provinces and cities, but furthermore, in recent years all
indices of economic returns have fallen. The all-
personnel labor productivity of enterprises owned by the
whole people in Shanghai dropped from 2.4 times the
national average in 1978 to 1.87 times in 1989. Prior to
1978, excluding several particular years, Shanghai’s real
GNP growth rate was higher than the national average.
But in the decade after 1979, the reverse was true.
Superficially, it seems that the “Shanghai phenomenon”
in the 1980’s is characterized by a relative slump in
industrial economic returns. However, if viewed in
terms of Shanghai’s entire recent economic growth pro-
cess, the phenomenon should be understood as a loss to
Shanghai municipality of aggregate urban economic
returns.

According to principles of urban economics, aggregate
urban economic returns are the basic driving force
behind urban development, manifested in the first urban
multiplier effect (input into industrial projects spurs on
the corresponding development of urban tertiary indus-
tries), the second urban multiplier effect (the investment
environment created by tertiary urban industries attracts
a new round of industrial project inputs), and the inter-
action between them. Wang Zhan and others contend
that in one short century Shanghai developed from a
small county town into one of the largest economic
centers of China, or even the Far East, precisely because
the strength of the first and second multiplier effects and
the interaction between them far exceeded that of other
cities. The aggregate urban economic return law which
motivated Shanghai to evolve from a small county town
into a national urban economic center might prompt us
to ask, why did Shanghai lead the nation in terms of
industrial economic returns from 1949 to 1978, and why
did it relatively slide in the decade from 1979 to 19897

Considered in terms of the role of the law of interaction
between the first and second urban multiplier effects,
between 1949 and 1978, Shanghai’s high industrial eco-
nomic returns, which provided one-sixth of China’s
fiscal income and one-tenth of the industrial output
value, were won on an area approximately 1/1,500 of the
nation’s land, by one percent of China’s population.
Regarding the all-personnel labor productivity of enter-
prises owned by the whole people in Shanghai, in 1952
Shanghai was 1.3 times the national average. This
jumped up to 2.4 times in 1978, first of all because the
city profited from the second urban multiplier effect
which dates from the 1930’s. Shanghai’s economic pros-
perity, created by the most modern urban infrastructure
in China in the 1930’s, brought great industrial invest-
ment benefits to the city’s industrial development in the
1950’s and 1960’s. In those two decades Shanghai
accounted for a low portion of national capital construc-
tion investment, only 3.6 percent. Except for several
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industrial satellite towns, investment was devoted
mainly to cramming nearly 2,000 factories in the
Jiancheng district of the original city center. The cost of
“seven ways and one level” was very low. The majority
of street factories and industries owned by the whole
people in the Huangpu and other districts, and even
workshops used banks, office buildings and civilian
buildings remaining from pre-liberation days. The cre-
ation of Shanghai’s most congested industrial area, the
Yangpu, is due fully to utilizing administrative facilities
built under the Jiangwan pentagonal capital plan from
1927 to 1935. At the time, no other area of China could
compare with the high input-output returns of Shang-
hai’s industry.

Based on this, the directed economy of the highly cen-
tralized central government authority brought to Shang-
hai’s industrial development two unplanned for results.
One, Shanghai’s extremely low industrial production
factor costs were characterized by financial inputs in the
form of fiscal allocation and low interest loans, fixed
assets with extremely low depreciation rates, and more
than 80 percent of energy resources and raw material
supplies coming from guaranteed low-price plans. Two,
Shanghai had extraordinary results from economies of
scale. It won uncommon scale returns for those who
lacked international competitiveness by using adminis-
trative companies and reorganizing industry to merge
products and trades. The light and textile industries,
which claim the largest share of the domestic market,
and the equipment industry, which is the most fully
suited to domestic technology, accounted for Shanghai
industry’s overall superiority in terms of scale competi-
tiveness. This outstanding superiority is seen in the fact
that for a time Shanghai’s retail commodities accounted
for about 40 percent of the national allocation.

Wang Zhan and others believe that Shanghai’s
uncommon high industrial returns during the past 30
years supported the uncommon share of fiscal revenue
which the municipality turned over to the central gov-
ernment (it is estimated that 87 percent of Shanghai’s
average annual fiscal revenue was turned over). On the
contrary, in the past decade, besides finding it difficult to
turn over its fiscal revenue, Shanghai’s second multiplier
effect has been used up. There has been a basic change in
the plan guarantee system, and a corresponding reversal
in the superiority of Shanghai’s high industrial returns.
One, sluggish capital construction has brought a reduc-
tion in investment returns. The urban capital construc-
tion of the 1930’s flagged during eight years of the War of
Resistance against Japan and three years of civil war. In
the first 30 years after liberation, the industrial growth
capital was used up. During 35 years of unified state
control over income and expenditure, the Central Gov-
ernment only gave Shanghai one percent of the fiscal
revenue Shanghai had turned over to the higher author-
ities for capital construction investment. Two, price shift
results have reversed. Shanghai’s portion of planned
energy resources and raw materials received in the past
decade has dropped from 80 percent in 1978 to about 25
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percent in 1988. While the price of these materials has
jumped enormously, Shanghai’s industrial products
have suffered price control interference by major pro-
ducing and selling areas. Thus, Shanghai has lost more
than 5 billion yuan in accumulated tax profits to other
areas due to price differentials. Three, the results of
economies of scale have greatly collapsed. The unique
position of Shanghai products in the domestic market
faces challenges on all sides. Their share has dropped
precipitously in three markets: domestic, Shanghai itself,
and exports.

Wang Zhan and others hold that the following common
laws of Shanghai’s economic development can be dis-
cerned from studying the “Shanghai phenomenon” in
China’s economic maturity. One, Shanghai’s economic
growth is a case of the secondary and tertiary sectors
jointly playing the role of motivating industry in stages,
rather than the tertiary sector as perpetual guide to
industry or the city’s destiny as “China’s largest indus-
trial base.” Two, in Shanghai over the past three
decades, the large portion of fiscal revenue support
turned over to the higher authorities from good indus-
trial returns resulted from unusual conditions under
particular historical circumstances. Once these partic-
ular circumstances are gone, it will be difficult to support
this portion. Three, the symmetry between aggregate
urban economic returns and fiscal burdens is now asym-
metrical. This has been and will be the main bottleneck
for Shanghai’s economic growth not only in the 1980’s
but in the 1990’s as well.

Analyzing the factors of the “Shanghai phenomenon™
and studying the rise and fall and rebuilding of the
superiority of Shanghai’s aggregate urban economic
results are of great significance for assuming overall
responsibility for the industrial development of
Shanghai in the 1990’s. Doing so will attract the atten-
tion and ponderings of ever more people in economic
circles in Shanghai.

Fujian Editorial on Revamping State Enterprises

92CE0102A Fuzhou FUJIAN RIBAO in Chinese
120ct91p 1

[Editorial: “Bracing Up, and Vigorous Implementa-
tion™]

[Text] The key topic that was discussed at the just ended
working conference of the Fujian Provincial CPC Com-
mittee was passing along and acting in the spirit of the
Central Committee working conference, through vig-
orous implementation of measures to revamp large- and
medium-sized state-owned enterprises. The comrades
who attended this conference made a conscientious
study of the key speeches by leading Central Committee
comrades, such as Jiang Zemin and Li Peng, as well as
the reports by leading comrades of the Fujian Provincial
CPC Committee, discussed pragmatically and fully the
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condition of and problems that exist in Fujian’s state-
owned enterprises, large and mid-size key ones in par-
ticular, reached a consensus of opinion, and drew up
measures to enhance confidence. The conference called
for seizing the current favorable time, enhancing the
sense of responsibility and urgency, vigorous implemen-
tation of policy measures, working hard to realize the
aims for Fujian’s large- and medium-sized state-owned
enterprises of “extricating them from their predicament
in one year, seeing clear results in three years, and
basically revamping them in five years,” and for moving
steadily forward with Fujian’s reform, opening up to the
outside world, and economic development. It called on
all areas and sectors, as well as the vast numbers of
cadres, staff members, and workers, to take quick action
and pay close attention to studying and acting in the
spirit of the conference.

The consensus of opinion was as follows: Further clari-
fying the key position and role of large- and medium-
sized state-owned enterprises is the first current issue
that must be resolved in order to act in and implement
the spirit of the Central and Provincial CPC Committee
working conferences. As we will be faced in the 1990’s
with the tasks of developing our economy and combating
peaceful evolution, we must focus absolutely unswerv-
ingly on economic development at all times. The key to
economic development will be to steadily invigorate and
improve the economic efficiency of large- and medium-
sized state-owned enterprises. Large- and medium-sized
state-owned enterprises are the pillars of China’s
national economy, the major source of state revenue, the
most important component of socialist state ownership,
the key material foundation for maintaining social sta-
bility and economic development, and the principal
expression of the superiority of socialism. Although
Fujian’s large- and medium-sized enterprises make up
only 1.8 percent of our industrial enterprises, they
account for one-quarter of our GVIO {Gross Value of
Industrial Output] above the township level, their real-
ized profits and taxes account for one-half of those of all
of our industries, they produce the vast majority of the
power, raw materials, technology, equipment, and man-
ufactured goods of importance to the nation’s economy
and the people’s livelihood, and they are the technolog-
ical and management core of our whole economy. In the
course of reform, opening up to the outside world, and
economic development, Fujian’s large- and medium-
sized state-owned enterprises hold a decisive position
and play an irreplaceable role. While guiding, encour-
aging, and supporting as always the healthy growth of the
enterprises that make up the other component of our
economy, we must focus our efforts on revamping our
large- and medium-sized state-owned enterprises, in
order to ensure the dominant position and key role of the
state-owned economy. This is not only an objective
requirement for deepening reform, opening up more to
the outside world, and realizing our second strategic
objective, but is also a key strategic measure for
enhancing China’s economic might and consolidating
and developing socialism.
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These Central and Provincial CPC Committee working
conferences summed up the previous experiences and
lessons of all areas, further clarified the guiding ideology
on revamping large- and medium-sized state-owned
enterprises, drew up policy measures in greater detail,
specified working methods, and pointed out that the key
to resolving current issues is vigorous implementation of
all tasks. They pointed out that solid work will develop
China, while idle talk will harm it. They indicated that
only vigorous implementation can turn Central and
Provincial CPC Committee principles and policies into
practical actions by the vast numbers of cadres, staff
members, and workers, and into concrete personnel,
financial and material resources, and can enable large-
and medium-sized state-owned enterprises to gradually
extricate themselves from their current predicament,
grow stronger, and improve their economic efficiency.

Vigorous implementation must begin in the two areas of
enhancing management and administration within
enterprises and improving the external climate. Enter-
prises themselves must dare to become adept at taking
advantage of preferential policies flexibly, fully, and
well. They must deepen their reforms, enhance their
management, speed up their technological advances,
enhance their group unity, be dedicated heart and soul to
the same cause, arouse the initiative of their staff mem-
bers and workers, and get onto the path of self-
development and good circulation. As to external condi-
tions, the most important tasks are to give enterprises
more decisionmaking power and change their operating
forces. Governments and responsible departments at all
levels must resolve to act in accordance with the princi-
ples of separating enterprise management from govern-
ment administration, and properly separating the “two
powers,” by appropriately devolving to enterprises all of
the powers that ought to be devolved to them over
matters, such as planning production, setting commodity
prices and worker wages, upgrading technology, and
setting up organizations. All operational departments
must enforce provincial party committee and govern-
ment resolutions firmly, neither discounting them, or
even less so proceeding from departmental interests by
refusing to implement provincial party committee and
government decisions. As Fujian is a testing ground for
comprehensive reform, we must persist in deepening
reform, open up more to the outside world, and make
efforts in areas, such as adjusting structures, promoting
enterprise mergers, developing enterprise groups, and
lightening enterprise burdens, in order to steadily
improve the external operating conditions for large- and
medium-sized state-owned enterprises.

Vigorous implementation means paying attention to
overcoming fears of difficulties. We must adhere to the
basic standpoint and methodology of materialist dialec-
tics, by analyzing and dealing with situations fully and
deeply. While understanding the current problems that
exist in and predicaments that are facing large- and
medium-sized state-owned enterprises, we must have an
even greater understanding of their advantages and
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various favorable conditions. As about one-fourth of
Fujian’s large- and medium-sized state-owned enter-
prises are operating quite well, their successful experi-
ences are providing us with many valuable lessons. The
macroclimate that we have formed for invigorating
large- and medium-sized enterprises, and the thorough
investigations and studies that leaders at all levels con-
ducted in the previous stage, have enabled us to promote

enterprise development while acquiring experience.

Practice has proved that as long as we adhere to the mass
line and rely on the initiative and creativity of the masses
of cadres, we will always be able to resolve issues. We can
be full of confidence on this point. All pessimistic and
complacent arguments are groundless and undesirable.

Vigorous implementation also means that leaders at all
levels must change their styles, improve their work
methods, enhance their leadership quality, wholeheart-
edly help enterprises to reconcile their differences, and
work for enterprises realistically and well. Vigorous
implementation means paying attention to investigation
and oversight, summing up and popularizing experi-
ences promptly, eliminating obstacles to implementa-
tion, helping to resolve all sorts of difficulties and
problems, and ensuring that all policy measures are
implemented realistically and effectively.

Invigorating large- and medium-sized state-owned enter-
prises will affect many areas and be a very complex kind
of systems engineering. This means that everyone from
top to bottom must focus on a single goal, keep in step,
and rally round the struggle. As long as everyone in the
party takes the matter seriously, quietly puts their shoul-
ders to the wheel, and works in a down-to-earth manner,
we will certainly be able to revamp our large- and
medium-sized state-owned enterprises and invigorate
our national economy.

MINERAL RESOURCES

Nonferrous Metals Output Ranks Fourth in
World

OW0510040591 Beijing XINHUA in English
0245 GMT 5 Oct 91

[Text] Beijing, October 5 (XINHUA)—China has
become the fourth-biggest producer of nonferrous metals
in the world by increasing production of ten types of
nonferrous metals from 10,000 tons in 1949 to more
than 2.3 million tons, according to today’s overseas
edition of the PEOPLE’S DAILY.

During the 1980s China concentrated efforts on tech-
nical upgrading of the industry as the nation adopted the
policies of reform and opening to the outside world.

Reforms in the industry include organizing the country’s
first economic body in charge of production and pur-
chase of nonferrous metals. That gave firms more flexi-
bility in handling funds, technicians and production
materials.
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From 1983 to 1990 the total funds used in technical
upgrading increased by 60 percent, totaling 14.77 billion
yuan (about 2.93 billion U.S. dollars). Some 60 percent
of the funds came from enterprises themselves.

In these seven years, the China National Nonferrous
Metals Industrial Corporation has established trade ties
with more than 1,000 firms in over 70 countries and
regions, imported over 150 items of advanced technical
equipment and signed over 400 contracts on technical
imports.

The export volume of the corporation increased 70
percent in the same period.

The industry has also attached great importance to
promoting science and technical progress. Nearly 300
major research results were achieved in the seven years,
of which 80 percent have been put into production.

Gold Production Expected To Rise 10 Percent

HK1511060091 Beijing CHINA DAILY in English
15 Nov9lp2

[Article by staff reporter Zhang Yuan: “Production of
Gold To Rise by 10 Percent”]

[Text] Gold production this year is expected to be up 10
percent on 1990, according to an official with the State
Gold Administration.

The improvement was attributed to the steady output
increase of the gold industry in the first 10 months, up 15
percent on the same period last year.

By the end of last month, 11 provinces and autonomus
regions, including the major gold producers of Henan,
Heilongjiang and Xinjiang, had all fulfilled the year’s
gold production quotas.

Output had reached 92.6 percent of the planned total for
the entire year, the official added.

Gold is considered a strategic material which is playing
an important role in the economy. The steady growth of
gold production will help China enhance its position in
international economic affairs and consolidate its fur-
ther opening to the outside world.

Several new large gold mines will be established in the
Eighth Five-Year Plan period (1991-95), CHINA
DAILY learned from a reliable source.

The latest development was the discovery of a specially
large open-pit gold mine in the Cangshang District of
Laizhou City, Shandong Province, which has been listed
by the State as a key project in the Eighth Five-Year Plan
period, said Wang Xuechen, an official with the Laizhou
Committee of the Communist Party.

A total of 105 million yuan ($19.8 million) will be
invested by the State in constructing the gold mine in the
coming few years, Wang said.
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Shandong is the country’s largest gold producer.

Wang said the mine, with a proven reserve of more than
30 tons, could last for 11 years with an annual gold ore
processing ability of 900 tons. [Figures as published]

Construction started at the end of last month, and
officials believe the mine may have a much larger
potential than expected.

So far, six large mines had been set up in Laizhou City.

In China, those mines that have a proven gold deposit of
10 tons are called large-sized ones.

Laizhou is now an important gold producing base and
will contribute a great deal to the country’s gold industry
in the coming decade, said Wang.

INDUSTRY

Output of Raw Materials in January-September

HK1510005591 Beijing CEI Database in English
14 Oct 91

[Text] Beijing (CEI)—Following is a list of the output of
raw materials in Jan-Sept 1991, released by the State
Statistical Bureau:

Item Unit 1-9/91 1-9/90
Iron ore 10,000 T 12964.8 12361.7
Pig iron 10,000 T 4911.5 4542.4
Steel 10,000 T 5152.1 4863.7
Rolied steel 10,000 T 4065.95 3767.02
Ferro alloys 10,000 T 172.61 168.04
Coking coal 10,000 T 3975.31 3772.05
Ten non-ferrous 10,000 T 185.70 167.72
metals

Copper 10,000 T 41.17 41.26

Aluminium 10,000 T 70.18 62.13
Copper products 10,000 T 35.51 31.37
Aluminium products 10,000 T 33.34 25.38
Alumina 10,000 T 112.27 107.80
Sulphuric-iron ore 10,000 T 947.38 886.80
Phosphorus ore 10,000 T 1515.30 1524.07
Timber 10,000 Cu 2727 27717

M

Artificial board 10,0&0 Cu 196.88 161.57
Cement 10,000 T 17642.6 145419
Plate glass 10,000 C 6315.80 5887.55

Notes: T—Ton, Cu M—Cubic Meter, C—Case
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SMALL-SCALE ENTERPRISES

Rural Enterprises in Minority Area Develop
Rapidly

OW2710124591 Beijing XINHUA Domestic Service
in Chinese 2121 GMT 25 Oct 91

[Article by reporter Zhu Dongju (2612 0392 5468)]

[Text] Beijing, 26 Oct (XINHUA)—Along with the
expansion to the interior of the tide of reform and
openness to the outside world, the once backward rural
enterprises in China’s minority regions are rapidly devel-
oping. They are playing an important role in promoting
the economy of agriculture and animal husbandry in
regions where minority nationalities reside.

According to the Nationalities Committee, since 1980,
the five autonomous regions of Inner Mongolia, Ningxia,
Xinjiang, Guangxi, and Tibet and the 