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uspesnost poslovanja? Ako se kao opSta mera uspednosti samoupravnog
preduzeca uzme Gist dohodak po zaposlenonvstadniku (zbog problema
sa odredivanjem stvarnih proizvodnih troSkova samoupravnog preduzeca
predstavljamo fje sa viSe pokazatelja), njena vrednost u vecoj meri zavisi
od faktora na koje samoupravino preduzede svojim delovanjem opcenito
ne moZe uticati (spoljni faktori uspednosti), nego od faktora koje samo-
upravno preduzece svojom aktivnoséu moZe kontrolisati (unutras$nji
faktori uspesnosti). U empiriékoj analizi uticaja faktora uspeSnosti (fak-
tori uspednosti izrazeni su sa 68 pokazaielja) na uspednost 147 slucajno
izabranih radnih organizacija autor konstatuje da se éak 60% razlika u
njihovoj usped$nosti moZe pripisati faktorima na koje samoupravna
preduzeca nemaju gotovo nikakvog uticaja ili je njihov uticaj vrlo
mali, Smno mali broj unutra$njih faktora uspeSnosti pri tome pokazao
je statisticki znacajan uticaj na uspesnost anketiranih organizacija. Naj-
znaéajniji je uticaj sledecih faktora: kapitaina opremljenos! rada, cene
proizvoda, velidina ufeSéa u trZistu i indeks razvijenosti podruéja, na
kojem deluje radna organizacija. Upravo uticaj tih faktora na uspesnost
priviedivanja anketiranih radnih organizacija moZemo uzeti kao znak
da sadadnji ekonomski mehanizmi pobuduju neuravnoteinu raspodelu
dohotka izmedu samoupravnih preduzeda i neuravnoteienu raspodelu
distog dohotka samoupravnil preduzeéa. To vodi grupnoviasnickom
prisvajanju radnili kolektiva [ menjaju druStvene u grupnu svojinu
radnih kolektiva.
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(1) Since October 1978, Cliina has been carrying out an expeniment
on extending the authority of enterpnises in Sichuan Province, one of
the country's industnial centres. Sichuan ds the country's most populous
province, with a population of 98.19 million according to the 1980 sta-
tistios, amounting to 10% of China's total population of 982.55 miillion.
The expeniment was launched in the light of the principle laid down
at the December 1978 3xrd Plenary Session of the Chiinese Communist
Party’s llth Comgress o adapt China's cuarent system of economic
administration to the needs of building a powerful modemnized socialist
country. In the past 3 years this experiment has led to important de-
velopmenits in the economic field, bringing about signlificant changes {in
economic and social relations between China's indusigial enterprises. It
has mot only atbracted great attention from Chinese economists and
sociologists, but has also aroused wide interest among foreign col-
leagues in varfous coumntries. The author himself, for example, has
received many economists, sodiologists and other wesearch workers
from Yugoslavia, Japan, Britain, the United States, Framnce, West Ger-
many, Australid, eic., wishing to make onsthe-spot imvestigations in
Sichuan. Some of them have later \nitten articles and monographs on
their fndings. Now both Chinese and foreign opinion unanfimously hoid
that this experiment in Sichuan represents the first step in the reform
of China’s system of economic administration.

(2) To understand the significance of the Sichuan experiment, it ds
necessary to look back at the history of China’s system of economic
administration. During the period of almost 30 years from 1949 (when
the People's Republic of China was founded) to 1978 a highly centraliz-
ed adminlistrative system was used for enterpnises under the ownership
of the whole people (state emterprises). Among its charaocteristics were:
the enterprise had 1ts production plan mapped out and assigned
by the state; means of produotion, funds for production and the labour
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force were allocated by ithe state; products were bfé:hh purchased and
sold by the state; and finally an enterprise Uqueﬁf all fits profits over
to the state whiile the latter assumed sole responsibility for the enterpri-
se's profits or losses. Viewed histordically, such a system helped make
it easy for the state o centralize manpower, miaterial and financial
resources for a set objective. Afiter 1949, it had positive effects on the
quick healing of New China's war wounds, ithe rehabilitation of her
economy, the setiling of a serfies of economic and sodial problems left
by Old China, and the bulilding of a midimentary industifial basis. With
the funther development of ithe .economy, however, it has gradually re-
vealed its drawbacdks. For under such a system, an entenprise tended,
instead of being a vigorous economic organization ito be just an abacus
bead which the state could move at will. Whether an enterprise was
wellaun or mot had no direct bearinlg on the materfal interests of its
workers. Its imanagenial personmel amd wonkers had no way of exenting
influence on its management and therefore of ensuring the smost profit-
able economlic wesulbis. In the area of distribution, a worker was paid
the same wheéiher he worked well 'or mot; hence the sociallist principle
of distribution of "to each accordingito his work” coulid not successfully
be put imto practice. Tt fis clear that if we fail to get rid of these
disadvamntages, we cannot possibly bring into full play ithe intelligence
and wisdom of our workers, technficiants and managerial personnel; and
that this would be an obstruction in the way of our progress towards
the goal of fthe 'Four Modemnizations', It was in ithis context that ithe
present experfiment in Sichuan was mapped out and implemented.

(3) Thiis experiment in Sichuan Province was started in 6 enterprises
in 1978, extended to 100 in 1979, and funther extended to 417 in 1980.
Most of these are ecomomically imporitant enterprises, whose output
value makes up approximately 70% of the province's total in industry.
In the province's industrial centre, Chongging, two industriies @ight in-
dustry amd the electronics and instmtmentmeter industry which alioget-
her include 63 nnits) joined in the expeniment as 2 collective wholes in
1981; meanwhile all enterpiises fin the Province munder ‘the ownership
of ithe whole people (including expenimental unfits) were implementing
. various forms of economic responsibility systems. Up to now a stmc-
tural change can be salid to have been realized in 21l enterprises using
a variety of imeans and to different degrees.

The ourrent experiment in Sichuam has granted the enterprise the
following powers: ) )

(a) the pantial authoriity to draw wmip dts production plam. Afiter
providing guarantees of fulfilment of the state plan, the enterprise @s
empowered to make fits own additional production plans in accordance
with market demand;

(b) ithe pantial authority to sell its products. The entenprise is
authorized to sell those products which the state materfial and com-
mercial depantments do not purchase; to sell new products which ave
still at ithe stage of irial manufacture; and, with the agreement of the
materfial allocation and comimercial depantments, to retail directly a
gmpomﬁon of the products which are supposed to be purchased by
e state,;
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(c) the authority to wetain a centain percentage of fits pr_o['-i‘ts. Whetn
an emterprise fulfills the economic and technical monns set in the sta te
plan as well as those stipulated in contracts made wgmh other organzat
fons, it is allowed lto retain a percentage of its profits for its own use.
In faot, several methods of profit retention have been laid dm’\cflﬂ
according o the diversity of entenprises an‘d. the different metho :
employed. The entexpiise has ithe might to xdegude on the use of ﬁ}ei’o
funds: the bulk goes for expanded reproduotion, part of it goes méd
staff and wonkers’ collective welfare fa(cilillﬁ't;iaisf, and a Smell part 1s us

matential rewarids for dts workers and stats;
for (d) the aufthoriity 1o emlamge reproduction With its own funds. Ar;
enterprise’s own funds mow include whalt it gefs through retention (at
mentioned above in (C), scme deprediation iﬁuﬂds.'(ﬁlhe unit can }?udge
for 60% 'of these) and iits own funds formajor a‘e:gmr;s.’l\%ae ent§11pmse hafi
the power 1o spend ithese funids on renovating its equiipment, technica
innovation, and in dts extended reproduction; s

(e) the pamiial authority to engage in ex;te.ru?all trade. 'Thos_e um-&
which are qualified to produce expont comunodities and those in tﬁ t%)e
sition to fmport new foreign itechnology and e_qmpmgnt aay, \\mt o
approval of the respective authorities at 2 lmglher_ 'level,l contao ey
hold Smpont or export negotiations with -fore?rg.n ‘businessmen, or PMThe
pate tin such negotiations held by the foreign :nra‘d.e depm‘tmmts:l o
enterpnise may keep a centain percentage of foreign currency expor
earmiings according to fixed regulations; ) g

(€ the partial authority to appoint or remove its personnel an
also to confer rewards and administer punishment. The eputexp{ﬁse the-
refore has the indepenident power o appoint 'or remove its middle —
level cadres (heads of workshops amd of 'wdmli:nﬁ*s’umﬂﬁwg offices), m'nn-
stitute reward regulations, and ito mete out proper punishments (which
can be as evere as discharge) to those administrive personnel and
workers who violate discipline 'or neglect their duties. .

Tn terms of the ultimate afim of the veform of China's economl.c
system these vefonms are only a fiirst step and imperfec;—t. Yet comp.avged
with the admiinistriative system we used ito hiave, in which the admnmst*
rative power was so overcemtralized that the government and ;:the
enterprise became indivisible, and the wery serious problem of equalmt;'
diamism in distiibution, this experiment in Sichuan has been a"-breaci
through. ‘It has brought about a serfies of changes in .eoonb‘mnc amn
social relations between the enterprises. In the relationship between t_h'e
state and the enterpriise, it has broken through the old aldnm}ms’ﬁra}ﬁlé\e
patitern which was characterized by the focusing of all qnanagema‘l po cy
dedisions on the state, which took overall responsibility for the enter-
paiise’s sales, income and expenditure, as well as hms profits and losfiaes-
The expeniment has given fthe enterprise a centain amonmt of pcg‘lg

decision-maling power in its economic aoftivities, if it hz_xs ﬁuL:}n1
the state plan and observes state economic laws and regulations. T Esé
by having dts independent economic interests alose?ly :rf.a'latefl to th
economiic results of its own management, ithe enterprise fin Sichuan }«is
beginning to be an economic organization living up o its name. In H::ni
relationship between the entenprise workers and staff, this expertm e
integrates the economiic interests of individual staff members and WO
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ers with the results of their work and so has broken the 'pay-you-the-
-same-whether- you-work-well-ornot’ equalitariafiisra, enabling us tu im-
plement the prindiple of ‘to each according to his work' better. In thi§
way we have greatly aroused the enthusiasm and initiative of the
masses of managerial pensommel, techniolans and workers, and brought
vigour and vitality mot only to individual enterprises, but also to the
whole econonty.

MAJOR ECONOMIC RESULTS

(4) This experiment in Sichuan has yielded major economic results.
Take production management activities, for example. In 1979 when
compared with 1978, of ithe 100 experimental mnits, the 84 amder the
supervision of Sichuan's local authorities inoreased their total output
value by 14.9%, and itheir profits by 33%. Both .these figures were above
the average increases of all ‘the enterpiises in the province. Comparing
1980 with 1979, the total output value of the 417 experimental umnits
increased by 9.7%, and profiits by 7.9%; again above the average of all
the province's entenprises. Among these 417 were 10 which have gone
the furthest in the present refornm by implementing the principle of
independent business accounting and ithe entenprise’s sole responsibility
for its own profits or losses. The increase in ithese ten enterprises’ total
output value and profit were 32.5% and 57.8% respectively and so were
higher ¢han the average of the 417 expevimental mniis,

These major economic results can also be clearly seem when e
take a look at the development of the province's industry. Compared
whth 1979, Sichuan's total industrial output value fncreased by 6.8%
;rn 1980 Within this overal figure the output value of light industry
increased by 17.5%. The proportion of light dndustry in the total in-
dustnial output value grew to 45.7% in 1980 as against 41.5% in 1979,
thus improving the catflio between light and heavy industries. Other
pdixu'ts worthy of panticular mention were: an improvement in quality
in many products, 4 reduction in consumpbion of muaterals and other
improved economic results. Among the 129 comparable quality indices
there were 99 which tmproved in 1980 compared with the previous
year; while of the 148 comparable indices of material consumption, 93
recorded a reduction. In 1981 (as compared with 1980) the province's
total industrial output increased by 2%, within which, the light industrial
output value increased by 12.4%.:So the ratio between light and heavy in-
glus tries continued to change towands a more rational proportion. While
it is clear ithat the growth rate in 1981 was below that of 1980, mever-
theless, the growth rate ds actually spectacular when we take into
consideratiion the worst floods for a hundred years, which hit Sichuan
from June 4o September 1981. These floods stouck 138 counties, cities
or distriots (making up 67% of the province's total of 204), and brought
disaster to about 20 mifllion people (over 20% of the province's total
population). They caused produdfion stoppages in 3,115 factordes, mines
and other enterpnises (7% 'of Sichuan’s total of statesmun and collective-
-Owned enterprises), as well as repeated suspensions of rail, road and

&
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water transport. In =ll, economic losses resulting directly from the
floods amounted 1o over 2,500 million yuan-(over 6% ©of the province's
total dndustnial and agifioultural output), Given such serious problems,
the 1981 growth rate was mothling shont of a miracle.

(5) Apanmt from economic growth, the economic resulis of the Si-
chuan experiment have found expression in another even more im-
portant aspect: they Have brought about jntellectual development, the
growth of skills and mprovement in the level of management. The pro-
cess of tmplementing the present reform of the economic system has
given ithe entemprise manager, technical personnel and workers great
scope for displaying their soienfific, technical, and management know-
ledge. So the current movement is, so to speak, & great school for the
mastering of management and administration. Emerging fromw this
school we find large mumbers of socialist experts in business manage-
ment who are versed in science @md technology, good at management
and administration, and dnbued with the spitit of getting on with the
job. For China's modern.».tien, this ds most precious,

To tlustrate this poimt, the example of Sichuan's machine-building
industry can be dited. One 'of the impontant solid bases of China's
machinebuilding industry is in Sichuan Province. In the past we failed
to maintain a zational balance in the development of our national
economy, hence many irrationalities existed in the product structure of
the province’s machine-building industry. Over 80% of its production
served the needs of heavy industry and capital construction, while less
than 20%, was oriented fo meet the demands ‘of agriculture, light indu-
stry, the people’s everyday life and foreign trade. Now, tin the present
readjustment of China’s economy, priority ds given 1o the development

.of agriculture, light industry, enengy resources, transport and com-

mumnications, while the development of heavy industry (with the excep-
tion of emergy wesources) and the amount of capital consbtruction are
kept under stmict control. A consequence of ithese past polidies was to
bring aboutt such diffioulties as poor marketability and poor utilization
of capacity in the machine-building industry. Investigating ever-changing

-soaial demands, re-adjusting the product structure amnd the orfentation

of production and improving quality were therefore the major problems
confronting ithe managerial personnel of every entenprise. In solving
these problems, 2 large number of leaders and managerial personnel
have learned a great deal and therefore obtained remarkable achieve-
ments. One of these has been ito enchance the enterprises’ adapiability
10 sodial demands by developing new products catering to the needs of
agriculture and light industry with a view to economizing on energy
and raw matenial. In 1979 and 1980, Sichuan's machine—building
industry developed 200 new products each year =and in 1981 mearly 300.
Many enterprises guaranteed continuing product inmovation by produc-
ing a new model while' drfial - manufacturing a newer one and simul-
taneously researching a still bebter one for dhe future. A second achieve-
ment was ‘that they found a good market for thelir products by im-
proving the quality of ‘these products and thelir semvice, thus winning
_the consumers’ trust and confidence. The Ningjang Machine-Tool Plant,
for example, is a factory devoted to the production of small precision
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machine tools. Since 1979 it has devoted ma;]or., efforbs to developing
..and manufacturing machine-tools for watchpart making, basing its
pd]ucy on ithe forecast that the 'demand for such machine itools would
tend to dncrease by a large margin due vo the big fncrease in the
sales volume of watches as a vesult of the general rise in the people’s
living standard. Having beem successful in #rfial mamufacture, they
began to process watch parts with their own material, end afterwards
invited spedialists from the waltch factory to examine their quality.
They also taught watchmakers the skills needed to operate their ma-
chinery. Only after the machine tools' quality and predision were
proved to be reliable and up to standard ‘did ithe plant sign sales
contracts with users in the light of their demand. This emphasis on
quality amd service enabled the plant to win the trust and conflidence
of the wusers. ‘So fit has gradually established l§tself in the country's
watch-pant-processing manket.

A third achievement has been .the vigorous development of expont
products in view of deémand firom the imtemmational market. For in-
stance, the small diesel engines made by the Sichuan Intennal Com-
bustion Emngine Plant found their way onto the fnternational market.
This plant has become one of fthose whose major effort #s devoted to
the production of export produdts. The Chongging Machine Tools
Plant has won an international reputation for its strict observance of
contracts and oredit; so mow its products have found a market in 38
countmies and regions. There were just 18 machine-building industmial
enterprises in the province produdimg expont products fin 1978; but
the number had already grown to 50 in 1981. Compared with 1979,
Sichuan's total value of exports increased by 82% in 1980; and that
of 1981 again by 100% compared to 1980. The improvement of ma-
nagement and adminfistration extnicated :Sichuam’s mmachine-building
industry from a difficult position and coreated a growth situation. At
the beginning of 1981, the whole province's machinebuilding fndustry
had a planned output value of only 50 miillion yuan; at ‘the end of
the year, however, the actually achieved output wvalue amounted to
1,300 miillion yuan. This vividly anrd concretely illustrates the fact that,
through the refonm of the economlic system, China's industifial enter-
priises have become economiic onganizations of inexhaustible witality,
capable of self-adjustment and self-expansion, which can achieve great
economic results @t dow lJlabour costs. This is precisely where the
hope for the niigorous development of China's economy lies.

CHANGE IN SOCIAL RELATIONS WITHIN ENTERPRISES

(6) The present experiment to extend ‘the entemprise’s authorfity
has brought about farseaching chamges in sodial relations within
entemprises. First of all, the problem arises now that the enterpriise has
been gramted greater authoxity: who should exercise this authority?
China s a sodialist country and has public ownership of the means
of production. Here the masses of staff members amd workers are
the masters of the means of production, &. e., of the entemprise. Hence,
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authonity in the enterprise should belong to them. This is a principle
China has always adhered ito. Theorefically speaking, fit fis nothing new.
But in prabtice, it ds preaisely the present experiiment ‘that has endowed
it with zich and concrete content and inbued its implementation with
unprecenddented signiificamce. This s because, before this experiment,
the enterprise did mot have any independent authority in the area of
its management and administration. In other words, the ownership of
the entemprise was out of keeping with the power of fits management.
Alithough they weremasters of the entexprise, lthe workersin it could
not allocate or control its meams of labour, the labour process or the
fruits of dabour. Under such condifions, the principle that the masses
of staff and workers had wights over the entenprise was only theo-
retical ms it lacked concrete substance. But things have been different
since the reform. Now that the enterprise has its own independent
power and independent economlfic interests, fits management, good or
bad, directly affects its workers. Under such dircumstances, the ques-
tions of who should exercise aufthoity over the enterprise and how
thiis authority should be exercised have a direct bearing on the enter-
prise's success and prosperity, 'on the economic interests of its workers
and staff, and on the development of our mafional economy as a whole.
So lit has naturally become a problem on which ithe masses of workers
and staff as well as economfists and sociologists have fooussed their
attention.

(7) There must be concrete channels ¢hrough which the masses of
staff and workers can exercise their authority over the enterprise. In
the present expeniment in Sichuan we have summed up and developed
our expenience in implementing the wonkers’ congress system practised
im some enterprises lin ithe 1950s. We wuse this congress as a basic form
of dembocratic administration in the entenprise and as an organization
of power through which ithe masses of staff and workers can participa-
te in decisionimaking and management in the enterpiiise, as well as
superviding the work of cadres. In some entenprises we have expert-
mented with electing factory directors (or managers), workshop heads,
and team and group leaders through the workers' congress. Taking
for example the industrial centre of Chongging, by August 1981 there
were 19 entemprises whose factory directors (or managers) had been
elected, anxd 92 mnits whose workshop heads and team amd group leaders
had been elected.

(8) In Julv 1981, the Central Committee of the Chinese Communist
Party emd the State Council promulgated '"Provisional Regulations Re-
carding the Congress of Staff and Workers iin State Enterprises”. This
{ocument summed up our fresh experience in carrying out democratic
sdministration in entenprises in Sichuan and other provinces in Chine,
gress has the following powers:

The "Provistonal Regulations” stipulate that the congress (or as-
sembily) of staff and workers is the basic form of democratic manage-
ment of the entenprise and am orgamization wof power for the staff
and workeérs to participate fn entemprise decision-making and ad-
minfistration, and to supervise cadres im their work. In the light of
the requirements of state polidies, decrees or plams, the workers' con-
and gave them legal force.
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(a) the power to discuss and make relevant deoision on the
factory dicrector’s work repont, the entenprise$-iproduction and capital
construction plans, the financial budget and final accounts, as well as
jnmovation schemes and other @mportant problems concenning manag-
ement and administration;

{b) the power to discuss and decide on the night way to wse the
enterpiiise's funds for labour safety, for the welfare of workers and
staff, and for their motivation and rewand; the mules for rewands or
punishments for workers and staff and the plan for allocation housing
to wonkers and stafif.

(c) the power to adopt, through disoussion motions concerning
the reform systems in the entempnise, wage-adjustment schemes,
training programmes for workers and staff, and other important
factory-wide nules and wegulations;

(d) the power to supervise leading cadres and functionaties at all
levels of the enterpiise; to ask the higher authonities to praise amd
encourage those who always work hard and have made outstanding
achievements; to suggest that the higher body promote those cadres
who have mnade special contributions; to propose that the higher
authonities ciitize, punish or remove from office those cadres who
are dmresponsible and have caused losses; and o suggest that the
Communist Party's disciplinesinspecting organ and the state judicial
organ sternly punish those cadres who have seriously meglected their
duty and wiolated laws and discipline;

(e) ithe power to elect the entenprise's leading administrative
personnel dn accordance with the arrangements of superior authori-
ties. The names of cadres at vamious levels who are democratically
elected should be submitted to the relevant superior authonities for
examination, approval and appointment.

The document also has stipulations concenning how workers'
representatives are to be elected, their term of office, ights and
duties, and the orgamizational system and working setup of the
workens' congress.

(9) During his finvestigations in Sichuan, a TJapanese economist
was wornied whether this democratic administrative system practised
in China in the form of the workers’ congress could effectively manage
the entempiiise, and espedially whether the demwooration election of
leading cadres could really select and put imto office those people
with managenial skills. His apprehension was mnot totally groundiess.
As a matter of fact, some Chinese economists and sociclogist and
some cadres in the relevant Chinese leading bodies were similary
wortied in the early days of the trfal implementafion of this system.
However, facts about the success of this system are convincing. Here
are some of them:

The Chongging Iron and Steel Company, a large complex con-
sisting of 24 factonies and mines with 45000 workers and staff
members, was among the first batoh of enterprises in the province
which extended their independent power, and also one of the first
to dnstitute the workers' congress system. In October 1978, the com-
pany began the experiment of selecting middle and grasswoot level
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cadres through eleotion, and by November 1979 had completed it im
all its 24 factories and mines. As @ result, 2,124 people were elected
either workshop heads, Seofion chief§ or work-team leaders. Among
these, 1,379 people were orliginally cadres but 745 were not. There
have been three changes in the composition of these cadres compared
with that before thé elections. Firstly, the mumber of technical person-
nel has increased 4 times; secondly, the number of people with a
technfical secondary school or higher level of education has increased
4 times; thirdly, their average age s 8 years younger than before. In
other wonds, there are more cadres who know itheir professional
work as well as thelir technical specialisation, who are better educated
and who are still in the prime of life. This is fust what is needed for
China's modernization. Therefore there can be mo doubt that <this
represents enonmous progress, as chamnges dn the composition of
cadres have brought about @an improvement fn the level of manag-
ement and administration of the entemprise. In the past few years,
this company has achieved iits best ever economiic and technical record,
and several of dts technical and economiic indices are the best in the
whole country in its field.

The No. 1 Cotton Textile, Printing and Dyeing Mill of Sichuan, a
complex with 10,000 workers and staff mnembers, was one of the 100
enterprises which canried out the experiment to enlavge their indep-
enident power (m 1979. In this unit the demooratic clection of cadres
has mot yet been put into practice, but its workers’ congress is playing
a remankable role in the entenpiise's management and policysmaking.
Before ithe reform, the factory had called meetings of staff and
workers’ representatives, but 85% of ithe motlions were welated to
welfare matters and nothing eise. And because the factory then had
no funds of dbs own which it coulid allocate on dts own, most of the
draft resolutions could not be put into effect in the end. Now, howe-
ver, 85% of the proposals at the staffand-workers’' congress concern
the factory’s management and administration. And, once adopted,
they are promptly carried out.

What ds it then that has dmpelled the masses of workers and
staff members to show such deep concemn for the enterprise’s
management and administration, and for the selection of cadres?
The wemarnks of the workers’ wepresentatives of the No. 1 Cotton
Textile, Printling and Dyeing Mill of Sichuan answer this question: it
is the extension of the entenpriise's independent power which has
closely tied together the dnterests of the state, the enterpiise, and the
staff and wonkers. This factory is among those which practise the
system of "independent accounting and wsole respondibility for their
profits or losses”. It has agreed with its supenior suthonities on the
following experimental method: from its sales fincome the. factory
must, of counse, first deduct its expenses for raw matertials produc-
tion costs and dndustrial and commercial taxes; then of the remaining
sum, 69% should go to the state @{in the form of income tax), while

the remaining 31% the enterprise can keep for dts own use. Of this

share a pant is to be used for the wages of workers and staff, and the
remainder has to be spent in this way: 40% {(of this remainder)
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should be used for the development of production, 30% for collective
welfare funds, 20% as funds for encouraging afd- rewarding staff and
workers, while the remaining 10% is used for reserve funds. This
experimental method contains @ mechanism which can automatically
readjust the interests of ‘the three parties involved f.e. the state, the
enterprise, and the workers and staff. It means that once the enter-
prise ds wellmm, the state acquires more mevenue, the enterprise
keeps more funds, and the workers and staff members get more pay.
Under such conditions, running the enterprise well becomes the com-
mon aim of both the responsible state bodies arxd the broad masses
of the workers and staff. Therefore, the choice or recommendation of
gifted people with managerial and administrative talents for leading
posts maturally becomes an important task upon which everybody’s
attention lis focussed. After the veform, property rights in the enter
prise and the power to manage and adminfister it are united; and the
workers' and staff members’ personal interests are brought in line
with those of the state and the enterprise and this §s the secret of
why ithe staff-arrd-workers’ representative assembly should show such
great vitality.

(10) Along with the system of the workers’ congress umder the
leadership of the committee, Chinese enterpiises have also instituted
the system of vesting responsibility in the factory director who works
under the leadership of the Party committee. The main content of
this system ds: to establish a highly authoritative system for direc-
fing production with the directors as its head and to set up a job-
responsibility system for production technology amd ecomomy at dif-
ferent levels, headed by the factory director, so that the factory
director mmay exerdise a centralized commmanding power over all the
activities of the factory’s production, management and adminfstration.
In January 1982, the Central Committee of the Chinese Communist
Panty and the State Council promulgated the "Provisicnal Regulations
Concerning the Wiork of the Directors of State-Run Factories”. This
document clearly stipulates the methods for a factory director’s
appointment and removal, powers and duties as well as rewards and
punishments, and the way to establish a production management
system in the factory. Like ‘the "Provisiomal Regulatioms Regarding
The Congress of Staff and Workers in State Enterprises” (see above)
this document ds also an ecomomic decree by which all Chinese in-
dustrial enterprises must abide. Regarding the relationship between
the facdtory director and the workers’' congress, this document stipul-
ates: the flactory director should respect the functions and powers of
the workers' congress, support its work and accepi its supervision;
he should regulaxly report back to it on his work; the factory director
should 1ry to implement all the resolutions adopted by the congress
concerming production or administrative work; should the director's
opinion differ firom that of the congress, the former can ask for
reconsideration and should the director still disagree with the decisions
made after this reconsideratiion, he or she can submit the fissue to the
factory Party committee for a nuling,
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In the Chinese industrial enterprise, the organization of the
Chinese Communist Panty exercises a collective leadership in the
implementation of the Party’s general and specific policies, and in
ideological and political work; the factory director gives unified direc-
tions regarding production technology and managerial and administra-
tive activities; and the workers’ congress runs the enterprise in a
democratic way. These are the three cardinal principles concerning the
leadership system of industrial enterprises. On hearing that democratic
management was implemented in Chinese emterprises, some foreign
frfends have thought this to be an abandonment of unified control,
others have seen the restructuring of our former economic sysiem as
leading to capitalist liberalization. Both of these are total misunder-
standings of the present situation.

THE REFORM WILL BE CARRIED ON WITH UNREMITTING
EFFORTS

(11) Reform of the systemns wof economic administration and
management reform carnied out in Sichuan over the past 3 years are
only partial and exploratory and the methods used have been far from
perfect. In particular, a manber of problems still exist which have to
be solved concerning the issue of how to strengthen our macro-
economic guidance while stimulating the miorc-economy. The organiza-
tiom of the reform, however, is quite correct. This orfientation means:
(a) strengtheniing the cemtralized leadership of the state over macro-
economic activities, while granting econoumic organizations fndependent
powers in micro-economic activities; (b) while upholding a socialist-
planned economy as a prerequisite, making every effort to bring into
play the supplementary role of readjustment by the market; (c) in
place of the past practice of managing the economy solely by ad-
ministrative means, wtilising a new approach which is a combination
of administrative and economic measures, i.e., managing the ecomomy
by means of both economic levers and economic decrees. In short,
finding the best solutions to these three problems is the overall fask
of the reform of China's system of economic administration. To do
tHis, it @s not only mecessary to extend the enterprise's independent
power, but also to carry out a series of successive and synchronised
re-structurings and reforms in the fields of planning, finance, taxation,
priices, bamking, commerce, materials allocation, foreign trade and
wages, as well as in the reorganization and merging of enterprises,
the establishment and definition of the duties of leading economic
organfizations, etc. This is a complex and anduous historic task.
China’s relevant leading orgamizations, as well as economists and
workens in the economic field, are determined to fulfil it.

(12) China is a developing socialist country, and a large one too,
with a population of 1,000 miillion (800 million of whom are peasants).
Her systems of economic administration and management amust cor-
respond to this basic condition. I highly apprediate the remarks of
an American scholar, a professor of Comell University, who talked




54 CHEN CHANGRONG -

duning his visit to China about how China should best deal with the
problem of  learning from foreign experiéfice’ in management and
admindistration and sum up her own experience in these areas. He
sadid, "The key to China's fundamental problems lies just in China
and mowhere else”. This is quiite true. Simce conditions differ from
dountry to country fin the wonld today, no foreign country's system
of economic adminfstration and management, however effective in
its mative country, can be copied without adaptation lin China. By this,
of course, I do not mean that we should not learn firom foreign
countries amd their expemience; what I mean §s that we must mot
imdiscriiminately follow foreign models regardless of our owm condi-
tions. The task confronting the Chinese people and the Chinese
econoimists is: to sum up our experience over the past 32 years since
the founding of New China, espedially in the last 3 yeams of expeni-
mentafion and refonm; and meanwhile, through carefully studying
the experience of various forelign countries, to draw on their good
qualities; then to work out a well-conceived programme for reform;
and finally, through practice, gradually evolve a new mamagerial and
adminiistrative system, that is appropaiate for the development of
China’s economy and society. The Chinese people and Chinese eco-
nomiists are mot only confident that they cam fulfil this task and
capable of doing so but are also willing to exchange experiences with
the people, economists and soociologists of all countries on friendly
terms.
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REFORT OF THE THIRL INTERNATIONAL CONFERENCE OF
THE INTERNATIONAL ASSOCIATION FOR THE ECONOMICS
OF SELF-MANAGEMENT JAFESM — 23-25 AUGUST 1982,
MEXICO

The Third Internationa. Conference on the Economics of Workers'
Management was held fron. 23 to 25 August 1982 jointly orgamized by
the International Associath a for the Economics of Self-management
(TAFESM) and the Centrt de Estudios Ecomdmicos y Sociales del
Tercer Mundo (CEESTEM); about 85 participants from seventeen
countnies attended the Conference together with various personalities
and observers from vamious Mexican institutions (Amnex I).

The Conference was opened by Lic. J. Nufio on behalf of the
President of CEESTEM and ex-President of the Mexican Republic Lic.
Laris Echeverrfa A. Santiago Roca from the IAFESM expressed in his
opening speech that the objective of the association was to promote
sholarly exchange and the diffusion of knowledge about the economics
of workers’ managemient but also to contiibute to the advice and
refleation of workers’ economic problems im practice. Ivan Menéndez
Director of CEESTEM read aloud to the participants and to the
Mexican press a joint declaration by CEESTEM and the IAFESM
entitled SelfManagement and Worker Management: An option for
Democratic Development (Annex II).

After the opening ceremony seven groups wor themes were or-
ganized.

Theme A: Plan and Market, Stability and Employment in Self-Managed
Systems; Coordinator Deborah Milenkovitch.

Theme B: The Economic Theory of the LabourdManaged Enterprtse.
Coordinator: Deborah Milenkovitch.

Theme C: The Economiics of Onganization and Social Relations in the
Enterpiise. Coordinator: Paul Xleindorfer and Martin
Lockett.

Theme D: Institutions and Power Stmotures in SelfManaging Eco-
nomies. Coordinators: Hugo Pirela & Tom Baumgartner,
summary by Wanner Woodworth.

Theme E: The Process of Transition Towards Seif-Mamnagement, Co-
ordinators: Henk Thomas & Bramko Horvat.
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