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As these vectors, according to Gomory [1], p.275, are elements of the
additive group, the sum of their module 1 components, that is (04,
0,6, 0,0,0,0, 04, 0,2, 0,4, 0,8, 0,2, 0), enabled us to fonm such a outting
plane that ave obtained the above integer optimum only in one dteration
by the dual simplex method (with —f;; = 0,4 as the pivot element).

Our counterexample is concerned, of course, only with the Hmitati-
on 2. Consequently, one can find such a problem of integer program-
ming where the solution s obtained by the procedure of rounding the
optimal solution to the relaxed problem.
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O OGRANICENJIMA NA PROCEDURU ZAOKRUZIVANJIA
Ljubomir MARTIC

Rezime

U literaturi o cjelobrojnim linearnim modelima postavijena su og-
raniéenja na primjenu zaokruZivanja optimalnog rjeSenja relaksiranog
problema. Tako npr. H.A. Taha u svojoj izvrsnoj knjizi o cjelobrojnom
programiranju specificira dvije limitacije na proceduru zaokruZivanja
bazicnih varijabla u kontinuiranom optimumau.

1. Ako je neko mogude rjeSenje dobiveno zaokrufivanjem, ne treba
imati iluziju da je takvo rjelenje optimalno ili dak blizu optimalnog, i

2. Cjelobrojni model koji ima originalnu jednadZbu kao ograniéenje
nikad ne dopu$ta moguce cjelobrojno rjefenje putem zaokrufivanja.
koji je proiza¥ao iz rammatranja jednog proizvodnog programa. Poka-
zano je da se moZe nadi problem cjelobrojnog programiranja za kojega
se rjeSenje dobije procedurom zaokruZivanja optimalnog rjeSenja re-
Zaksimnog problema. Druga limitacija, dakle, opéenito ne stoji.
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SELF-MANAGEMENT IN CHINA?!

Martin LOCKETT*

INTRODUCTION

China lias been moticeably absent from the debates on self4nanage-
ment theory and its parctical application. The reasons for .this cannot
be s size — or even the dize of the colleotively-owned secter of the
economy which comprises over 250,000 industrial enftenprises and about
50,000 communes, formed firom ‘smaller production brigades and teams.
The fact that it s a 'Thind World’' country cannot explain its absence,
for othens such as Peru and Algenia have received significant attention.
Neither could the angument fthat it lis a negative example of trends
towards selfmanagement for both capitalist and state soocialist sodie-
ties in Europe and elsewhere, quoted as evidence by proponents of
selfmanagement2. The explanation for China's absence fis most probably
a result of bath a concemn with more advanced industrialized econo-
mies and the palst explicit hostility of the Chinese towards thecsiies of

selfmanagement as well as tothe countriesin which such developments *

have taker place, notably Yugoslavia. For example, after an inftial
cautious approach in the mid-1950's, the dominant Chinese views were
of outright hostility — wntil the past few years. Now the situation is
very different as the statements below from 1956 to 1980 make cleart
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U[His article is a slightly revised version of a paper presenied at the
Second International Conference on ihe Economics of Workers' Self-Mana-
gement in July 1980 at Bogazici University, Istanbul, Turkey. I would like
to thank those who commented on it at the Conference or afterwards (in
particular Paul Hare) as well, as those who made suggestions based on a
previous article in China Now. Some — but pot all — of these have been
incorporated into this article as have any significant changes or develop-
ments in policy from July to mid-November 1980. I would also like to thank
Joan Wright and Beverley Shields for their assistance in typing various
versions of the article.

2 An examination of the index of Vanek's collection on Self-Management
(1975) shows that the USSR has 79 references, Yugoslavia 62, Peru 60 and
France 20 indicating that advanced capitalist and socialist countries are
considered as well as-.those from the Third World, including examples of
economic systems which are not selfmanaged. China, however, is not
mentioned. w
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1956: (Yugoslav trade unions and sellfimanagement) "have amm}»sed
our great interest, but unfontunately we still know very little
of this system” (Chen Fungwen, 1956).

1963: "The d¢heory of 'workers’ self-governument” ... runs counter to
the fundamental Marxist theory of socialism... It is thus
clear ithat 'workers’ self-government’ has mothing to do with
socialism . .. does not provide selfsgovernment on the pant of
the woulkens; dt s a hoax... The Tito clique's entenprises
under 'workers' self-government’ are not socialist but capita-
list 4n nature” (Renmin Ribao & Honggi, 1963).

1980: (i) "We firmily blieve that the herolic Yugoslkav peoples wdahl.ca.rry
out Comrade Tito's behests, unite closely anid fionge wictori-
ously along the road of socialism, selfmanagement and non-
aligment,” (Hua Guofeng & Ye Jianying, 198.0).‘ o

@) (Yugoslavia) "has blazed a mew woad iof building ~soolfailatsm e
the system of sodialist selfmanagement based on renh@.mce on
the masses, giving scope to democracy and perfecmg the
legal system, with ‘the labouring people directly managing the
economy and social affafrs” (Sun Yefang, 1980). )

(iif) ... the expansion of enterprise selfsmanagement is the unan-
imous demand of the whole nation” (Diu Guogang, 1979).

So, at least theoretically, there has been a major -reversaltozf the
previous Chinese attitude %o selfmanagement. This paper aims to
draw to the attentiion of those imterested in selfmmmagemel}rt (both in
theory amd in practice) China as am example of a somahlst country
which has attempted to develop a model of industrial @g&}mmmmﬂ
different from both migid central planming and ‘manket soclalism’, and
as a sooiety in rwhich trends towands self-management are likely to

 $norease in the mear future — and whiich should no longer be absent
from debates on selfananagement. The paper therefore covers (a) the
"Maofist' oritique of selfmanagement; (b) the development Of.Ghmease
findustiial organization from 1949 to 1976; (c) the factons behind, and
theoretical justification of, moves in the direction of *seLfmana‘g“am(?nt;
(d) the naiure and effects of recemt ohanges fn finduistrial onganlizaiion,
particularly the cunrent experiments fn Chinese industry; and (e) tikely
future developments and the corstraints 1upon them.

THE 'MAOIST' CRITIQUE OF SELF-MANAGEMENT

The quotations from 1963 (above) are taken from -the_ldocu-ment
Is Yugoslavia a socialist Country?, part of a sexies of polemiics primar-
ity directed against the USSR in ahich Mao Zedong und his support-

3 This article is limited to a consideration of industry, though the agri-
cultural and rural organization of China is also of considerable interest. In
general, there has been less radical changes with respect io seIf—managepzent
in policy towards rural areas since 1976, for there had been le_ss criticism
of collective ownership and elements of selfmanagement previously.
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ers put forward am dntenpretation of Marxism-Leninism which signifi-
cantly modified the then "orthodox’ theory which was dominamt in the
Soviiet Unifon and in mmost other 'sodialist’ countries. This ‘Maoist’
development of Marxist theory was a basis for both mew theoretical
approaches in a vamiety of fields and new policies in China, which was
seen as @ socialist sodiety in tramsitiion to a classiess communist one.
This dransition state of sooialisin was one in which there was a grad-

v ual transfonmation of soociety dn such areas as criteria of distribution
-and the division of labour. The Maist approach was dominant, at

lealst dn thiesideological sphere, firom about 1958 to 1976, since when it
has beends iemificantly modified. It can be seen as a relatively coherent
approach to analyzing and changing a soocialist society, which differs
significantly from both the Soviet one and that of selfimanagement.
However, in China the Maoist onitigue of selfenanagement in general
comes from.a wvariety of deBuments, etc,, in which often general ana-
lysis &s subordinate to other more specific questions, so it has: been
necessary to construot it from both a combination of specific docu-
ments, more genenal Chinese analyses and the arguments on self-man-
agement of Western theorists broadly following a Maolist analysfs,
notably Chanles Bettelheim.*

Economiic theorlies of selftmamagement 4n general (a) accept the
enterprise as a basic umit — both of amalysis and of policy, for
examiple, in a legal framework and as an accounting aunfit. It @ also
angued (b) that imfer-entenprise relatiions -should be conducted om the
bagis of direct contractual relatiomships, preferably within a market
framework, and (c) that the dnternal ongamization of the entenprise
should be based on democratic principles with the wmight ©of parbicipa-
tion limited to those who work in ithe enterpnise’ Whilst tn the most
broad terms there would be agreement between selfimanagement and

¢ Part of the reason for this is that Chinese political economy remained
tied to Soviet concepts for many years, leading to a contradiction between
these concepts and the development of a 'Maoist’ theory, In political econo-
my, the break was only being made in the mid—1970s with the development
of the 'Shanghai School’ of economists who were closely linked to the Gang
of Four. Their work was influenced by that of Bettelheim and was cut
short by the new leadership in 1976.

It can, of course, be argued that the positions given the label "Maoist”
in this paper are only partially representative of Mao's thought as they
represent his views as they developed in the late 1950s through the Cultural
Revolution. These are seen by the present Chinese leadership as deviations
from a more correct position taken in the late 1950s by Mao in the period
before the Great Leap Forward. In that the view called "Maoist” in this
article represents the development of his later ideas, it is obviously partial
in this respect — but in many ways the specific difference between Mao
and many other Chinese and other Marxists is only clear in this later
development of his thought.

s This is not to argue that all advocates of self-management agree
with these propositions — rather that they are the dominant ones amongst
economists concerned with the problems of self-management, eg., Vanck
and others. Some advocates of selfmanagement have argued for a participa-
tive planning system along the broad lines of the Maoist idea but in general
with much greater ultimate control from below rather than through a
single party.
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Maoist theory on the goal of maximizing people's conscious control over
their Jives, the Maoist positiion is that the self-management approach is
fundamentally wrong in the above steps (a) to (c) in its analysis. But
why?

On (a), there would be agreement on the role of the enterprise as
a key unit of analysis both in capitalisim and & a transition to social-
ism. However, the Maoist approach s that the boundaries of an en-
terpifise should be broken down progressively. Thus, Bettelheim sees
the enterprise as a "matrix institution for the reproduction of capitalist
social relations” (1976: 96) and as a "product... of the capitalist deve-
lopment of the pm‘dfuchi;ve forces’ (1976: 86). Im dess the theoretical terms,
the meed for an enterprise to be more than a productive unit has been
stressed by the Chinese — mot just @s a provider of welfare benefits
to its workforce but as an organization contnibuting to such activities
as the integratiion of education with productive wonk for shoolchildren
and univernsity students.

This criticisn of the enterprise is olearer when one consliders (b)
— relationships between entenprises. The Maoist position is that the
economic performance of the enterprise as measured in fimanoial
terms should be sedondary to dbs penfonmance dn comtributing to over-
all production and sodial development. In a socialist sodciety one
should therefore seek to gradually reduce the roie played by monetary
caloulation and by inatenial incentives at all devels, replacing them by
consiciouslyplanined development, This tmplies tthat criteria of profita-
bility honld not be emphasized, although they may be of muse in
judging some aspeots of economic perfonmance. Market welations be-
tween enterprises are thus to be progressively limited in favour of
planning. However, the malure of the plamning process ds crucial for
it should be based on political goals of a combination of economic
growth and the transformation of forms of organization tin line with
Marxist idealls, e.g., reducing the gap between mental and manual ia-
bour. As a result, the planning pnocess should be manked by the
involvement and hnitiative of ithe workfiorce rather tham by the passing-
down of centrallytdetermined onders to enterpnises. Panticipative plan-
nimng with " politics in command” rather than "profiits” or "economics”
is the desired form of inter-enterprise relations.,

On ithe internal organization of the entenprise, aspeot (c) of the
selfmmanagement propositions it s strongly argued in the Maoist view
that although collectitve (co-operative) forms of ownership and payment
in line with entempriise performance will exist in a sociallist sodlely, they
shoudd progresively become stateownied, tthough this "transition from
collective ownership... to a unitary owmernship by the whole people
is a rather long process. Collective ownership itself develops from
lower to higher levels and from smaller to larger scale” (Renmin Ribao
& Honggi, 1964: 68). So although dedision-making should involve the
wonkforce more and miore, this should mransscend the boundaries of
an enlevpafise which should produce fn accordance with the state plan
rather than having sufficlent autonomy to decide, for example, its
products and owlput targets, distmibuting workens’ income in line with
its performance. In partioular, prices should be stable and set by the
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state 4o reflect social goals rather than being determined by market
forces. Thais, entenprise autonomy s severely restricted.

Overall, therefore, the Maoist atfitique of self-management is that
by meducing the wole of planning, giving entenprises automomy, measur-
ing performance by financial criteria, and by paying wworkers in line
with entenprise performance, the effect s mot to progress towards their
goal of communism but to vevert to capitalist values and ariteria, In
the case of Yugoslavia, the formal control of workers over the enter-
prise #s mot reflected dn their operation for, given that they operate in
competition with other entenprises and ithe "faot that the mamager
of an emterpnise controls lits sieans of production and the distribution
of dts imcome"” (Renmin Ribao & Honggi, 1963: 20) as "abundant
infonmatiion in the Yugoslav press proves that the workers' council is
merely formal, a kind of woting mmachine” (1963:20), “the relations
between managens and workers are achually relations between employ-
ens and employees, between the exploiters and the exploited.” (1963:
19). Theoretically, this conclusion is weak in Chinese analyses but is
put more coherently by Western theorists isuch as Sweezy & Bettel-
heim (1971). In particular Bettelheim (1976:84) argues that in specific
ciroumstances, selfsmamagement "“can have beneficial effects for the
wornkers” but that #t divides the working class as a whole into compet-
ing groups with "all the charaotenistics 0f the social amd technical
diviision of labour peculiar to capitalism ... veproduced” with the deci-
sive influence over an entenprise’s operations being exented by those
meking financial decisions "even if these mamagers are noniinafed by
the mmediate producers” (1976: 95). So im contrast to socialist deve-
lopment which should combine ‘modernization’ with ’revolutioniization’
(Fang Tai, 1964), selfmanagement tends to move back towands a
‘restoratiion of capitalism’ and 4s an dlhusory solution to the problems it
sets out ito tackle.

This Maoist theoretical position has not been without fits critics,
although debate has been limited' to pamticular periods — im 1956—7,
1963—5 amd since Mao's death and the fall of the 'Gang of Four' in
1976. Only mow has fit been displaced for in the earlier debates the
Maoist position emerged victonious with fts critits accused of 'revigion-
fism' and putting 'profits in command’ with at least one (Sua Yefang)
being impnisoned for several years. In a 1964 critigue of Sun. by
People’s Daily and Red Flagé (quoted im Amndors, 1977: 155), they saw
the danger in his proposals of economic refonm as follows:

MAdting im accondamce with this bleuprint... the socialist state of
China would become a capitalist big boss gramting oredits to
entenprises and allowing them to make money fireely, while the state
would collect profit fin accordance ~with. investmient. Entempnises would
become "jointoperated” compamnies, with the state and dhe directors
or managers s parimers shaming in’ the profits. In such circumstances,

¢ People's Daily (Remmin Ribao) and Red Flag (Honggi) are the most

important newspapers -and CCP journal respectively. Sun Yefang has now
been restored to an influential position (see below).
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the state and deading cadres of the enterpnises would degenerate into
a puivileged strata... When the leaders of the enterprises had only
bomxus and profiit in mind, in onder to get unore bonus and profits they
would use their posittons and power to exploit and oppress Lhe
workers mercilessly”.

THE DEVELOPMENT OF CHINESE INDUSTRIAL ORGANIZATION
(1949—1976).

As shown above, the 'Maoist’ approach to the issues posed by
seifmanagement has been subject 1o controversy within China in its
theoretical views. In the feld of policy and imploementation, it has
also been and area of continufing con€lict. Some analysts see this as a
cyclical process of applying 'Maoist' polidies stressing political goals
and commitment to overall goals to a centain point, after which it
becomes necessary o revent to more ‘remunerative’ comtrol through
matenial dncentives. Such approaches, however, ignore the extent to
which both the Chlinese economy an'd the policies pursued have deve-
loped. However one can didentify swings tn policy between (a) periods in
which the more radical aspectsiof Maoist theory come to the fore, e.g.,
rejection of unaterial inmcentives, such as production bonuses and a
magjor concerm with reducing the gap between mental and manual la-
bour, followed by (b) pentods #n which more 'convervative' policies are
dominant, e.g., a limited use of manket forces, priority on efficiency
rather. than 'revdlutionization’, and an dnoreased xrole for material
incentives. In temns ©of the years shince 1949, when the CCP gained
control of mainland China, the main divisions are:

1949—1952: Reconstruction — following the Civil War, the main priori-
ties were to menovate existing ndustvial capacity and to
gstablish control over finms which remalined fin the hands
of the mational’ bourgeoisie.

1953—1957: Soviet Model — a strategy based on the experience of, and
aid by, the USSR with wapid development of heavy dndu-
stry. A plannling system on Somiet dines was set up, though
more flexible and less all-embracing. Pnivate firms were
convented to state ownership towands the end of this per-
tiod. Problems with this Soviet miodel led to the emergence
of Mao's distinotive approach, and also ito a debate on
ecomomic reforms. :

1958—1960: Great Leap Forward — economic planning was decentraliz-
ed to give provincial aulthoniiies control of much state
industry. Policies of rapid growth thmough mass mobiliza-
tion led to an imitial spumt but then to an economic crisis,
partly due o very bad weather. Generally, much more
atitenton was palid to transforming division of Jlabour,
wonker jpanticipation and similar goals.

1961—1965: Readjustment — more radical Great Leap policies were
abandoned with Mao in a minouity of the leadership. Re-
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centralization of most plamming functions and stress on
economic performance. Continued debate over policies,
e.g., role of market and profit.

1966—1968: Cultural Revolulion — mobilization of students and work-
ers triggered by Mao 4o revense balance of power in
leadership and dncrase concern with socialist goals. Chaos
and industmial conflict, with many previous managers and
leadens removed from positions. New enterprise manage-
ment structures with some degree of election and worker
partidipation. More wvadical organizatfions restrained by

apmy intervention. Planning system basically intact but 4n -

some disorder.

1970—1976: Post Cultural Revolution — gradual reduction in scope of
more vadical chafiges, and itheir incorporation into CCP
and mamagement struoctures. Degeneration of some more
demooratic practices, e.g. few re-eledtons of management
bodies. Decentralization of economibc planning again in
1970 to provincial level. Continued findustiial growth but
inareasing policy conflict, espeaially in 1976. After Mao's
death, new leadership takes over, headed by Hua Guofeng.

This buief historical outline and Figure 1 on industriad growth

show in the peniod 1949 to 1976

(a) the extent to which conflict has persisted — broadly belween those
favouming ‘the Maoist approach and others stressing 'modernization’
through less radical policies. Within any of the above periods, and
panticularly since the mid 1950s, there has been theopetical and
political conflict over development strategy.

TABLE 1.
The Struciure of China’s Industry
STATE- COLLECTIVE TOTAL
OWNED OWNERSHIP '
No. of enterprises * 84,000 264,000 348,00
No. of employees 74.51 million 20.48 million 94.99 million
Total output — — 423.]1  billion
Tatal wage bill Y 46.9 billion Y 100 biliion Y 569 billion
Mean wage (annual) Y 644 Y 505 —
Mean size of
enterprise
(employees) 887* 78* —_

* = figure derived from sources,
Sources: China State Siatistical Bureau (1979); Xiang (1980)
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INDEX OF INDUSTRIAL PRODUCTION
A (1960=100) (log, scale)
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FIGURE 1: CHINESE INDUSTRIAL PRODUCTION (1949—1981)
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(b) the underlying continuity of many instifutional features — obvious-
ly the dominant role of ithe CCP but in the comtext of this paper,
the persistence of ‘the planning infrasthucture inhenited from the

! USSR in the 1950%s which has not been radically modified although

its operation has been rather different firom that in the USSR
with at least at times greater panticipation and flexibility.

(c) growing-industyial output — it #s dmportant to realize that Maoist
policies do mat #mply lack of concern with growth. Rather . they
from am altennative strategy for achieving ft.: Falls in output have
been demporary and related to pestiods of mpolitical conflict. As a
result, the Chinese economy is mow much larger and more com-
plex than that for which' the planning system was established., For
example, the mumber of enterprises has misen from 125,000 dn 1955
to around 350,000 today (Penkins, 1966:10; China State Statistical
Bureau, 1979 — see Table 1).

CURRENT CONCERNS WITH SELF-MANAGEMENT

The ﬁ\ixmndqy of Chinese lndustrial organization amd development

‘over the last 30 yeans shows a generally high rate of growth despite

the major policy confliats. Yet this gpproach does not reveal the

Jmnajor -pmblems which the economy faces, partly as a result of its

success in the past. Whilst the post-1976 leadership has tried to attni-

bute these primarily to the influence of the 'Gang of Four' whom they
ousted, the problems are rather degper. After a fairly rapid economic

recovery following the political conflichs of 1976, the mew leadership’s
plans for rapid modemization soon ran dnto trouble — to the extent
that the three yeans 1979 to 1981 have been designated as a period of
‘readjustment’, ‘restructuriing’ and 'consolidation’ of the economy in an

attempt b0 resolve some’of the undenlying problems. Onerof these is,

the stmuchure of economic planning which. lis. argued to be inadequate
and ineffidlent — wnd dmplicitly it is also argued that the Maoist mo-
del of pamticipative planning did not work as targets were still basic-
ally detenminmed from above. Also, mechanisms "of -worker pavticipation
are seen 1o have degenerated although it §s also clamed that manager-
jal anthonity was far too weak, as was that of mguneens aml 1echnical
expents. -

The major problems in the Chinese’ economy which are now per-
oelived dnclude:

(a) ‘sectoral imbalances — agricultural and hght lmdust.ual develop-
ment are seen to have lagged behind that of heavy ;mdustry‘ As a
result, there s a shortage of consumer goods which threatens the
present styategy of greater reliance upon material incendives and
nising living standards.

(b) shortages of key products — within heavy dndustry, there are

. [problems in the energy, transpout and building materials industries
nwhich severely, limfit plans for expansion. An example is a large
new steelworks in Wuhan which was. run well under capacity
until an-dintersprovincial electnicity grid was set up.
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(c) growing complexity — the vardiety of products '\yhn'ch can mow be
produced, combined with different delivery requirements, ete., and
the need o establish balances in planning make smooth operation
of the system increasingly difficult. The present system is analysed
as overcemtralized.

(d) supply/demand imbalances — many cases of this can be quoted.
Lu Luping in a recent issue of Economic Research (1980} estimated
shomtfalls of 1/3 im sugar and paper production and 1/2 in deter-
gents. On the other hamd, in Shanghai steel window production
exceeds demand by 1/3 and in Chengdu there is a 40 per cent
underutilization of moibor vehicie repair fadilities-(China Construct-
ion Bamk report, summarized in SWB, FE/W1054/A/7-8). Partly
these result firom overall sectonal imbalances but it ds not just a
question of these.

(e) waste and inefficiency — due to lack of economic pressure on
entenprises it lis argued that capital goods may be used cmeffuc}ept—
Iy, as is emergy. Wide differences in quality amnd productivity
exist, indicating thalt less good perfonmers have room for improve.
ment. In an extreme example, Rong Wenzuo and Zhang Feng
(1979) give the case of two nitrogen fentilizer plamts of the same
basic design of 3000 tons capacity. In 1977, one produced over 5000
ftons at a seventh of the cost of ithe other, which produced only
200 tons. Blectridity consumption per ton gn the frst plant was a
fifith of that in the second. Top-heavy management stnuctures have
also’ been oriticized, for example, by delegates to the National
People’s Congress (BR 28/1979).

(f) lack of flexibility — although the Chinese planming system has
been less migid tham its Soviet equivalent the commitment of cor-
meraial organizations to purchase all planned output means that
there dis little incentive for factosties to innovate or change product-
mixes, Although devices such as wisits to shops and market re-
search were undertaken in the 1970s, stock of unwanted products
have acoumulated. For example, He Jianzhang (1979 quoted by Gao
Zhihua, 1980) stated that June 1978 stockpiles of goods were equiva-
lent to ithe value of i¥ix months’ industnial cutput; in late 1978 in
one city, 110 of iits 400 lamge factories were operating undercapacity
or had been stopped due to stoakpiling of unwanted products
(BR 21/1979).

These by no means exhaust the criticisms now being marle of ‘E_he
Chiinese economic management system — others indude corruption
and lack of defined responsibilities, for example. However, they do
show why the restruotuming of economlic management has become an
area of major theordhical and policy debate. In panticular, there has
been a wesurgence of investigations into other sociatist economic sys-
tems — mnotably Hungary, Yugoslavia and the USSR — and of theore-
tical debate on the mature of a socialist economy. The idea of self-
‘management has eméiiged as a fepitable concept in contrast to ijts
treatment in 'Maoist' ithedry. But®what are the current consensus and
debates, and to what extent have changes followed the new theoretical
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approaches? The rest of this section summanizes the current position
amomgst Chinese economists’, whilst the next one looks at policy chan-
ges and trials of greater entenprise 'selfvnanagement’. )

The demfinant appuoaches in Chinese economios now differ signi-
fiicantly from the 'Maoist' ome outlined above. Partly thifs ds a result of
changes in perscomel, with mamy economists who lost favour fin the late
1950s and mid 1960s beling reinstated or promoted 1o senior academic
and policysmaking positions. From being effectively silemced dn the
decade following the Culiural Revolutiion, such. economists are mow
influential and itheir work officially published —, whilist those associ-
ated with the 'Gang of Four' have had their work suppressed. But given
that the woffiicially acceptable range of views s dimited, there has been
a considerable widening of debate in the field of economics, particu-
larly since 1978. The wobjeotive of mmoh ounrent discussion s on
refonms in the economic structure and has dnvolved a break with the

-'Maoist’ approach outlined above in relation to selfmanagement. Tak-
ing the three main areas of economic theories 'of self:management,
one can see both clear changes and a continued.debate over fundamen-
tal fissues. The three areas will be dealt with dn turn before sum-
manizing the controversies over the appropniate overall ecomomic sys-
tem.

(a) the nature and status of enterprises: im this respect there has
bean a signifiicant shifit towands the wiew of selfsmanagement the-
orists. The entenprise s now seen as a basic unit of both capitalist
and socialilst econlomic systemss. It ds generally argued that, at least
at the present level of 'devellopment of produdtive forces’ in indus-
tnialized economies, there must be relatively independent econo-
mic units amd that 4t is either impossible or inefficient to try to
break down the boundariels between entenprises to any great de-
gree. For example, Jiang Yiwei argues that although a ‘capitalist
enterpnise "undoubtedly bears the features of capitalism” (1980:
56), there are very impoutant feaftures of enterprises in any “mod-
emn economy” which include centain rights of independence from
administrative conitrol, and to achieve a dynamic economy, it must
be fillled with a builtdn motor, mainly, dts -independent fimancial

interests” (1980 61). Thus "the basic umnit in a socialist economy -

should still be the entempmise, the independent enfterprise. A soci-

alist econcmic system can only be found through a union of these

independent enterpnises” (1980: 58—59).

Past policies have been cniticized on ‘the grounds that the whole
economy (or at least tthe state sector) was managed by "administrative
means’ of planning directives rather ‘than ’'economic means’ — the
management of the economy through control over parameters within
which there are relatively independent units pumsing thefir own inte-
rests. Thus, dt lils now amgued by many econcmists that the core dssue is
not of the appriopriate degree of decentralization of planning within the

7 Econpmics in China includes subjects such as industrial management
and organiZatidn whichiwould tusually be considered as separate disciplines
in the West, so;j it is a fairly general term.
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state, but of relalifonships between state and entenprise. Debate over
these tissues comtinues amd is reflected in proposals for the overall
economic system, but it appears that those who argue that the focus
should be on state/enterprise relations: (and hence dmplicitly dnter-
enderprise relations) have become much more influental over the dast
‘two years. Thus, there hais been a shift towavds the type of foous on
the enterpriise adopted by economic theoriies of selfimanagement.
(b) inter-enierprise relations: the new emphasis on the meed for en-
: terprise autonomy and the replacement of 'administvative means’
- by ’economic mgans' of management have substantial implications
for the structure of inter-entenprise relations. Needs for flexibility
' . in meeting demands and the growing complexity of linter-entenprise
relations are seen to require direct .contracting between enterprises
10 @ much greater ldegree tham in the past. But also the fpresent
analyses ave linked to differing views of the zmole of the 'law of
value’ ‘(exchange of commodities whose prices are proportional to
their value, or more predisely 'price of production’) in a soclalist
" economy. .

© . Whilst it was agreed that the law .of wvalue did play some regu-
atory role in a sodialist economy by both those adopting the 'Maoist’
approach and its present aritics, the major difference is on whether
its operation should be progressively limited. Now there has been a
'move {owards seeing ithe "law of value' as @) fundamental to the
operation of a socialist economy, @) not incompatible with planned
development, With . @) the use of profit as the major cniticism for
judging economic performance. Thus, there is a rejection both of a
plan/market dichotomy (in nwhich ope mmust displace the other) and
of a .fundamental confliot. between a profit criterion and overall plan-
ning?® Insfead, it is widely apgued that planned development of overall
prionities should be integrated swith a much greater wole for the mar-
ket, though both theoretically and in terms of policy proposals ‘there
is congiderable discussion over this question. For example, Sun Yefang
has been a consistent advocate of the vole of the ‘law of value’ in a
socialist economy since the 1950s, fin particular of the meed for pmices
to_ be based on value and for entemprises to make direct contrasts
with each other, but does not see this necessarily entai,l.é:ng the use of

* Tt should be pointed out that the M=oist position does not make a
rigid plan/market dichotomy as it considers the nature and the objectives
-of the process of planning as crucial. On the.other hand, the Maoist analysis
does see a gradual exiension of the scopé of planning (of a particular from
and with particular priorities) in a transition towards a communist society.
3 In contrast, economisis such as Brus (1972; 1975) have argued that
planning .may - be entirely consisient with the operation of the market in
routine as opposed to policy matters, provided that planners’ choices are
broadly in line with consumers’ preferences. He argues that planning can
still be effective in the area of macroeconomic and policy decisions — afd
that this combination of plan and market can avoid some of the detrimental
consequences of both planning and market systems. This position appears
‘to be held by many Chinese economsts among whom Brus appears o be
‘an infliential theorist — and he appears to be more -quoted” in Chinese
cconomic publications than any other single modern foreign economist.”
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the manket as plammesrs’ deaisionmaking should consdiously be based
on the law %of value’. In comtrast, Xue Mugiao sees-planning as neces-
sanily limited to being of an outkine mature (1979: 1), hence as. the
economy -develops it becomes more desivable to extend the role . of.
manket (1980: 25), a point also argued by Liu Guogang (1979) and Yang
Shengming (1979). . - L L
One important aspect of this debate on .inter-entemprise relations
is on the role of scompetition between enberprises.” The . dominant.
view ds mow in favour of competition between enterpiiises on 1ihe basis,
of product quality?'and fo some extent price, as expressed in a recent
People’s Daily article (RR 6/6/80) which -stated that "The Communist
Party’s policy fs to proteot comypetition’. This has been put inito practice
in the State .Council’s regulations on competition dssued on 17
October 1980 (SWB, FE/6564/BII/11—13). However, this view has not.
been without its conitics. For example, Jin Mingjun has argued that
although the law of value should operate iin a socialist economy which -
is a "commodity econiomy based om public ownership” (1979: 20), this
does not .imply competition between entenprises which would lead to
“major -imballances. in  the maitional ‘economy’ through production for
entefiprise profit rather than in line with the plan as well as conmypting
"the-ddeology of the Party orgamization and ithat of woukers. and staff”
(1979: 21)."In contrast, advocates of competition see these as possible
side: effects which can be avoided or regulated through the dntervention
of state planning (RR 6/6/1980). . .
Thats, tHere has been a move towands selfimanagement ideas in the
area of inter-enterpriise relations, with the idea of market regulation in
many areas, though ultimately subordinate to overall state planping,
However this trend has mot been wiithout its oritics. .
(c) Intra-enterprise orgdnization: Whilst -rights of mparticipation #n
decision-making and the revenue of the enterprise are fundamental-
<o economdc theories of selfimanagement, wecent. discussions im
China have concentrated on the second aspect of pavbicipation. It
48 mow officlally angued thatr 'payment according to work’ is a
socfalist principle, rather thad aminstance of 'bourgeois aiight' and
hence a vémandnt of- capitalism which. sliould be limited — the
view of the 'Gang of Four' (see, e.g., Zbang Chumgiao 1975). Thus,
it'ds now argued ithat workers' pay should be influenced both by
individual perfonmance arid that of the entenprise. This fmplies a
retention-of part of an’ entenpnise's profit for bonuses and collective
consumption - {e.g., housing and dimproved nursery facilities) —
in addition to any retention of profit for fumither expansion of
production. This, 6t is argued, will promote production and dncrease
“workers' commitment although such bonuses, etc, should still be
secondary to ‘moral encouragement’. This implies a significant
shift in emphasis from the "Maoist’ view.
On the guestion of dntemnal emntenprise demoaracy, this has been
very much secondary to concerns with dmproving the quality of man-
agement, olearer definitions of ' responsibilities and increasing the
authority of managers and technical expests. It is seen as potentially
important as a mmeans of generating worker commmiment and mana-

¥
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ganial lleghtimacy, but generally has not been explicitly integrated into
economic thinking.! However, some economists have argued that this
is a more essential aspeol of economic reform, one which ¥s necessary
to prevent the type of privileged stratum of managers foreseen in the
'Maoist’ critique of selfimanagement. Those who have tackled this
questiion argue (a) that the effective influence of workers can be
increased with greater entenprise auwtonomy, amd (b) that for overall
economic refonm to be successful, it must be accompanfied by a demo-
aratization of the entenprise. For examyple, Jdang Yiwei (1980: 70) argues
that “an enterpnise should be a body controlled by all its workers and
staff members” in which case "monopolizatiion of power by its leaders
and their degeneration will only occur fm dsolated cases, for which
there are remedies”. Anid Liu Guogang (1980: 11) argues that, if it ds
to be successful, "ecomomic restructuring must correspond with po-
litdcal restructuniing or it will all be in vain. Here, it is dmportant to
initiate political demooratization firom belonw'.

This brief examination of the changes in dominant Chinese econo-
mic itheories shows that there has been a clear but by no means tcital
shift away from the 'Maoist' critique of selfsmanagement towards a
more sympathetic position. These chamges in econiomic theory have
been associated with reassessments of other soclalist economic systems.
As the previous assumption of a single model of a socialist economy
has receded, dialogue over future policy has increased with the main
debate being between (Lui Suindan, 1980; Gao Zhihua, 1980):

(@) a jpartial modifiication of the present system which would maintain
control planning over many areas but increase some aspects of
Tower level and enternprise comtwol over planning as well relying
more on eoccnomic contrmols amd criteria. This ds seen to be rela-
tively, easy but is amgued mot to be a wsolution to many ourrent
pricblems.

(b) a decentralization of planning to the provinatal level except in a
few key sectors, e.g., energy, some transpont and arms producticm.
This has however been criticized on the grounds that "Regional
differences will be funther accentuated” (Liu Suinian, 1980: 15), that
more decentralized planming will Jimit enterpaise self-management
and that 4t will hanm the overall balance of the economy. (This
appears similar to ‘the Tesult of 1957 weforms iin the USSR though
these are not refenred {o in Chinese articles.)

(¢) integration of overall planning with manket regulation, with plan-
ming focussed on "iniermediate and longterm projeats” amd ma-
croeconomic regulation, whilst enterpiises would havemuch greater
autonomy and "as lititle dnterference from above as possible”
(Liu Suinian, 1980: 17) although the prices of "wital goods” would
be regulated. Such a model is similar to that of Hungary since ils
economic refionms in 1968, though there ds perhaps more stress on

__* This concern with the mechanisms of inter-enterprise coordination
Preceding concern with internal enterprise democracy appears to be similar
to the situation in Yugoslavia in the 1950s, according to comments on this
paper by Branko Horvat and other Yugoslay economisis at the Istanbul
Conference.
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the need for wonker participation ln management and less on
profit-related management bonuses. The maln perceived problem is
the need to change established structures of economic planning.

(d) a fully ‘self-managed’ market socialism along Yugoslav lines. This
is no longer regamded as a ‘wevisionist’ model as it was before 1976,
but on the other hand appears to have little support amongst
Chinese economists as an overall system. This ds related to the
perceived need for planming as the basis for detenmining the direct
jon of economic development, with: the market as a regulator in
the shonter<term and cn more detailed questioms. Thus, this model,

¥ althiough of thecretical interest, tis unlikelu to be widely advocated
by economists, althcugh the democratic aspects of the Yugoslav
system have been stressed by some dissident ipublications (for
example Hailanghua, 1979). - .

To suffitharize thiis section, there has been a major shift in the
dominant~theoretlioal approaches in Chinese economics, with those
who lost the debates iin the late 1950s and eanly 1960s mow in a very
influential position. One émplication of this and the lack of discussion
of such dssues over the decade 1966-76 ds that the ground of the 1960s
economic reform debates dn the USSR and Eastern Euwrope is only
mow befng covered, though with the benefit of seeing its problems and.
results. So the debate is by mo means over at the thecretical level,
with major moves having been made towards self-mamagement ideas
— provided they can be ultimately subordinate ito planming at the:
maoroeconomc level.l® But as the next seations shows, these theoretical
positions are well itn advance of the actual changes made.

-

THE IMPLEMENTATION O-F NEW POLICIES

The changes in the theoretical and policy proposals in the sphere
of economic management have been followed by innovations in many
arcas. These are wstill limited — and whillst the ideas of economists are
generally in favour of more faroeaching economic reforms than in the
USSR, in practice the changes have not gone beyond those dmplement-
od dn many other 'sociefist’ economies. This section therefore outlines
the.implementation of mew policies in' areas zelated to selEmanagement
attempts a Timited assessment of itheir success and limlitations, and
makes some compamisoms with Eastern Europe and the USSR.

" One of the major changes has been in the area of industrial and
service cooperatives. These have been given much greater prominence
in offiicial policies amd have been released from . certain aspects of

 This position is much clearer at the theoretical level than in practice.
Theoretically, it is often formulated in terms of the use of market forces
in simple reproduction and planning for expanded reproduction. However
clear this distinction in theory, it is much less so in practice — and it
would be reasonable.to conclude that this problems has not yet been solved
in China, even if a solution is in fact possible,
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state control and planning. The numbens employed in such collectively-
owned enterprises rose ficom 19.2 million dn 1977 to 22.7 million in 1979
(China-State Statistical Bureau, 1979 & 1980). This is partly due to the
expamnsion of existling cooperatives and widespread setting up of new
ones in frban areas, primarily as oreatons of jobs .for unemployed
young people. These mew cooperatives do subcontract wonk for state
Factories, process waste products, make light industiial and craft pro-
ducts and fill gaps in the provision of urban services (e.g., rail station
portens), The rate of expansion has been dmpressive, for example in
Beijing in the second quarter of 1979, 1200 cooperatives were set up
employing 67,000 young people (Lu Zhenhua & Liu Chiang, 1979).

Cooperatives have adlso had their autonomy increased after often
being quite limdted in the decade since the Cultural Revolution. Previ-
ous regulations which forbade the payment of higher wages than in
state enterprises for similar work and linited fninge benefiits have now
been rescinded; they are being given greater pnionity dn.the allocation
of energy amd raw materials; the influence of planning bodies over
their activities through 'administrative means’ is being restvicted —
and the retention of profits has been fncreased from almost zero to
around 20 per cent according to Lu Zhenhua and Liu Chiang (1979).
In Shanghai, previous regulations dating from 1967 forbidding distri-
bution of part of profits as a bonus have been revoked (Xing Yichu
et al, 1979). And in the case of a Harbin funiture factory publicized
by the Workers' Daily in July 1980, shares ‘with a retumn related to
capital invested and profitability were offered ito the workforce (Wal-

ker, 1980). The ’self-management’ of cobpara'tﬁves has therefore been.

significantly increased at the same time as this sector ds being vigo-
pously promoted by the government. However, important in terms of
some areas of light industry and serwvices, the state-owned wsector dom-
inates Chinese dndustry: and it is chamges, in this which are the most
significant. These will be discussed in four areas: expansion of enter-
prise autonomy, the extent of market regulation, specialization and
rationalization, and worker participation.

. The expansion of entérprise autonomy has been omne of the main
changes dn the state sector. The 'Maoist’ model of indusiriel planning
streidsed a combination of initiative from below and Fexibility on the
pant k)(f plarmers with stridt limits on enterprise autonomy and payment
according ito ecoplomiic results — 'to encourage the fulfillment of overall
targets rather than the limited goals 1of the enterprise. Whilst present
policiels still stress the ud)omimmce of the plam, there is a gréater reli-
ance on emterprises- pursuing their ‘own' dnterests. In this respect,
Chima now differs little firom she USSR amd most of Eastern Europe,
although managertial incentives are much lower tn China. From late
1978, funds For bomuses and collective welfare were fonmally establish-
ed as 5 per cent of the wage fund if all plan targets were met (and
3_ per cent if half were achieved, BR 2/1979: 10), whilst industrial
departments veceived fiom 5 to 15 per cent of above-plan profibs '(Nhich
could then be redistributed o partioulardy good entenpnises.
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However, this limited change, together with others increasing bo-
nuses for workers, represents only a minor alteratiom in the overall
framework. A much deeper change was begun in Sichuan Province in
Ootober 1978 in fits system of expanding enterprise automomy in a
radical way (at least in Chinese terms). Sixteen enterprises were seleot-
ed for the tmitial tuial, and this was expanded to 100 in 1979 amd 300
im 1980. These enterpuises were given- '14 wights' including retention
by the enterpmise of 15—25 per cent of above-plan profits, no tax on
profits from itechnical innovations for two years, diredt negotiation with
foreign firms, erlarged depreciation funds, market sales of some above-
quota production and to coniract for extra work direct with other
enterprises outside ithe state plan. These ‘irial enterprises’ have been
extended ©0 cover most areas of China, espealally since July 1979 when
ithe State Council dssued "Five Documents” on economic reform. How-
ever, these are in several respects less radical than the Sichuan
regulations, although the latter still remain in force and assurances are
given that "amy chamge ... would be in tthe direotion of further broadeu-
ing the power lof the enterprises dnstead of ourtailing it” (Zhao Ziyang,
reported by Ren Tao et al, 1980: 210). . .

The resnlts reported for these trial entenprises are summanized dn
Table 2, which shows generally that compared with non-partioipating
enterprises the results of those moving in the selfmanagement direct-
fion have been relatively good. Although this general conclusion prob-
ably is reasonable, caution must be exercized in assessing these report-
ed results als: ) :

i) the enterpiiises finvolved are not ‘typical’ as they tend to be both
large and relatively profitable. An amalysis of the Sichuam figures
provided by Ling Chen (1979) shows that although the 84 province-
controlled enterprises prodiiced 18 per cent of prowindial dutput
value, they account for over 40 per Cent of profitts, a proportion
not greatly affected by ithe different perfonmance since the expef-
iment. Nationally, in early 1980 about 4 per cent of the total num-
ber of state enterpnises in China were @nvolved in the experiment
but these accounted for. about one-third of all dndustrial output
and about 40 per.cent of profits (BR 22/1980: 4). So on the one
hand, they are mot a random sample of enterprises but on the
other they do fonm a significant part of the mational economy.

if) specific cniteria appear o have been used in their selection, includ-
ing profitability (24 per cent of China’s state factories were re-
ported to be logssmaking by Hua Guofeng, 1979: 12), the existence

.of cost accounting systems amd “fairly nommal” production and

. management-systems. In addition, there is a reogranization of
management before becoming part of the trial. Some of the achieve-
ments of these enterprises may therefore be more divectly related
to selection criteria and reoganization than to expanded self-
management,

i) the weponted results in some cases have an optimistic bias due

to the exaclusion of embtevprises which, ‘although selected, did not
achieve plan iargets (e.g., the figures in Table 2 for Jilin, see note
10). Another problem ds ‘that some of the reported results span a
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TABLE 2: Performance of 'trial' enterprises in China (1979}

- Performance: increase

No. of

Period

Remarks & comparison with
growth of average or non-

over previous
years of

trial
enter-

prises

of
Infor-
mation

of

Start
Trial

Province

participating enterpnises.

Qutput: L.14 x non-participating

Profit: 145 x non-participating?

Profif

T output

#

+-14% +22%

84

Jan—Oct
1979

1978

Oct

SICHUAN!

366° +18%: +24%

July—Dec
1979

July
1979

BEITJING®
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Output: 1.6 x average
Profit: 2.4 x average

153 +29% +350%

Jan—Dec

1979 (2)
1979

HUBEY

Qutput: 2.4 x average
Profit: 4.0 x average

+18%

57 4-17%

Jan—0Oct

1979

1979 ()

SHANDONG?

+12% +41%

100

Jan—Nov

1979 (2)
1979

YUNNAN’

T 111%

Profit: 1.15 x average

29

Jan—Dec

Sept
1979 1979

JILINY

Profit: probably small fall
compared with —8% average

Output: 1.63 x average

+ 9%

100

Jan—Nov

1979

Sept
1979

GUANDONGH

+20%

Output: 144 x average!

2963 +12%

Jan—Dec
1979

(Oct
1978)

TOTAL"

lable; see sources and notes below for details.

ion avai

number for which informat

*

SELF-MANAGEMENT IN CHINA 103

SOURCES AND NOTES TO TABLE 2.

' Ling Chen (1979) covering the 84 province controlled enterprises out
of a total of 100 in the experiment in 1979. Other figures give slightly higher
performance figures but a much higher companison with the province aver-
age (1.57 x instead of 1.14 x) by taking a figure of 4+ 9% average ouiput
increase for the province for January to June 1979 (Ren Tao et. al, 1980;
BR 32/1979; SWB FE/W1059/A/1). This might be a discrepancy or a_rcsuit
of a particularly good performance in the non-participating enterpriscs In
the third quarter of 1979 compared with 1978,

! Ren Tao et. al,, (1980}.

 SWB (FE/WI1071/A/2), with the performance figures probably covering
all centrally controlled ("slate”) enterprises. However 87% of these were
trial enterprises (BR 7/1980).implying that this figure would not be much
different for trial ones only.

* Beijing Ribao (1979).

* SWB (FE/WI1071/A/10)

¢ BR (7/1980) for all of 1979.

' China Repaort 53 (1930); SWB (FE/WI1077/A/1) .
* SWB (FE/WI1060A/1), the figures being for 57 of 58 trial enterprises.

* SWB (FE/W1073/A/1),which states that there were "two groups”
perhaps implying a total of 200,

® SWB (FE/W1076/A/1—2), covering the 29 of the 30 enierprises in
Changchun Municipality which fulfilled plan {argets, thus giving the figures
an upwards bias.

" Ye Gong & Chu Xin (1980). They state that there was a mark_ed
change in the trial enterprises between August and November 1979, \\_'llh
output up-22% over August and profits 19% up over the level of the first
8 months. Of course this could have been due in part to seasonal or other
factors. .

" BR (22/1980). .

» Based on,overall industrial growth of 8.5% in 1979 (China State Sta-
tistical Bureau, 1980). -

pexiod which includes some thme before the implementation of the
trial. There have been reports of faily dramatic chamges afier
profit retention in Guamgodong (see note 11 o Table 2) and in
Beijing (Peking) where at ¢ts No. 3 Knitwear Mill, planners’ re-
quests for an inoreased profit target were met by "apathy” on
the part of managers and workers until a profit retention scheme
was introduced (SW.B, FE/W1071/A/2).

iv) the figures are only for relatively short peniods and so do not take
account of the medium-to-longaun dynamic effects of greater self-
management as much of -the improvement could be the result of
better capacdity utilization. Thus longer-term generalizations are
dangerous, both fer this reason and because the links between
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enterprise autonomy and internal democracy (two essential ele-
ments of 'self-mamagement’ theory) are not yet clear, as is discuss-
ed below.

These reformis are currently seén as the first step in a more
thorough change of ecomomic management mechanisms, but it has
been emphasized by the present Premier that due to the overall 'read-
justement’ of the economy, "there should be no large scale reforms
yot this year and mnext. In these two years (1980 and 1981), the prasent
method of limited reforms should remain the basic rule... Of course
in 'some cases there may be continued experimemts...” (Zhao Divang,
1980: 2). Thus, the present reforms are seen 10 be a prelude t0 a more
widespread and thonouighgoing refomm of the ecomormc system to be
undertaken in the yeans after 1982.

Compared with Eastern Europe, these by mo means go ws far ‘as
the Hunganian reforms of 1968 — but are rather similar lin both
content, method of implementation and results to those in the USSR
from 1966 to 1970. There, profit retention was dincreased for similar
uses @s in the Chinese reforms (Le., for bomuses, cotlective consump-
tion and welfare, and reinvestment); the systermn was gradually intro-
duced over a mumber of years with similar oritenia for dnclusion (ie,,
they were large and profitable and both output and profits increased
in.the trial enterprises compared with others, again with profit .r-is‘ing
fagter than output), In fact the compamison of the finst year of signi-
ficamt experimentation fn both cuntnies in Table 3 shows stm'rkmg 51—
milarities:

. TABLE 3: Results of initial economic reform in China (19759} and
USSR (1966)

. No. of Output increase™ Profit increase*
Country Year enterprises Trial All Trial All -
CHINA 1979 2963 (4%) 12% 8.5% 20% ?
USSR 1966 704 (2%) 10.5% 8.5% C233%  106%

* = increase over prev1ous year

Sourccs Lavigne (1974 : 63, 64), BR 22/1980

So up to now, the results appear to have been sumprisingly. similar
— and the reforms in the UUSR were gradually expended to cover 87
per cent of emterpmises by 1973 but duming the same ‘time lost impetus
at least in part due to the lack of corresponding changes in related
systems and comtrol mechanisms — according to Lawigne (1974: 65),
"The main reason... was undoubtedly that reform had been grafted
onto a system of ecomomic planning and conrol which had not been
modified n any radical sense”. It appears very likely that the same
would happen in China if reform is restricted to its present state, an
opinion shared by some Chinese econcmists, managers and politicians
(e.g., Zhao Ziyamg, 1980; Lin Zili 1980, SWB FE/W1050/A/1—2).
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One of the major continuities between the tnnovations .in China

‘and ithe previons system (and that of the USSR) is the domfinance

of plamming rather the market in determining the flow amd pnices of
inputs to and outputs firom the entérprise — in contrast to the Hunga-

rian and partioularly the Yugoslav models. This applies both to goods

and to labour, ITn China ithis ds cleanly one of -the areas in which chan-
ges ‘will come in the future if refiorms are to be extended. In general,
the position in both trial- and other enterpnises iis that above-plan

‘production not requiired by state commeércial orgamizations can be mar-

keted direct to ocustomersM although the trial entenprises may have
vather more effective auttonomy as they are freer o make the arrange-
ments needed to <o this and have a rather greater imcemtive to do
so. In addition, there has been a velaxation of strict planning of prices
in some areas with the imtrioduction of 'negotiated prices’ for some

ditams. It is diffioult 1o assess the exact-extent of the changes so far

as many of them appear to be ad hoc measures rather than part of
an overall longterm. price policy. However, indications are given by
reports that about a fifth of  Beijing's industrial output was sold
throuwgh market chammels (SWB: FE/W1070/A/8) fn 1979, that 19 per
cemt of mnational .motor wvehicle. output is by diwect comiacts (SWB

- FE/W1070/A/1), and. that .in Belijing about 5 per cent of total textile

cutput” was sold in a similar way, e.g., through ‘factory counters’ at

departiment stores and fin factory«wun shops which also serve as market

research tools (SWB FE/WI1054/A/2--3, W1067/A/3).-

Whilst such ‘manket’ sales may still be at ﬁ:xed pmces, I'I'.hf:I‘e have
been moves to decontrol some prices — primamily of capital . poods,
intérmediate products and some’ less important industrial consumer
goods. In the important Finst Minidstry of Machine-Bulding's sector,
for example, 16 pooduct groups have been designated as ones for
which up to 20 per cemt prnice reductions can be made. The pnoducts.
involved lindlude vehicle pants, some machine tools, meters and other
electrical goods. The reasoms for the importance of market forces in
the capital. goods sector fone which in the past has been stressed as
en area where goods are not commodities, exg., Stalin, 1952) are related
o the ciigis én the Chinese machine-building sectx)r as a result of

“the ourtailment «of capital constructiion in the 197981 period, described

by the People’s Daily (RR, 8/2/1980) as the “greatest problem” in the
present ‘readjustmentt’. "Over 20. per cent of the Flinst Mimistry’s pro-
dudtion in. 1979 was through ’'market regulation’ (Gongren Ribao,
8/2/1980) amd n vamious areas the proportion is much higher — for
exarnple in Guamgdong Province a third of production was outside the
plan (SWB W/1076/A/15) and in Wuxi County, a model of mwral indu-

strialization, 60 per cent of cutput was sold thr(mgh the market (RR

8/2/1980).

" " This is a point of significant difference between current Chinese

_ reforms. and ‘those of the 1960s in the USSR. At present, I would argue that
.this has made little overall impact on the results of economic reforms so

far, except in preventing large cutbacksmploductlonmareas hit by readjust-
ment policies. But if considered as the first stage in more far-reaching

‘reforms, the potential impact in the future is of course much greater.
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So im the area of produot markets there have been some changes,
espeaially in aveas hit by overall Teadjustement policies. In the area of
labour supply, tn the past there have been nationally flixed wage scales
(with some local adjustments) and state allocation of labour through
special bureaus. Choice of jobs has thus been made primanily by the
state, and entenprises canmot wofficially compete for labour. The main
change has been a relaxation of this system, inlitially in small trials
in Befjing and Jiengsu and now on a more widespread basis. Also
there is a system of competitlve exams for jobs, with some choice by
entewprises and applicants, in some areas (BR 33/1979: 7) However,
muoh of the basic system of state labour allocation remams. To sum
up, there has been some extension of reforms to associated control
and allocation systems but so far of a relatively minor nature except
in particudar problem areas.

One implication of greater autonomy of entenprises and responsi-
bility for financial results, as well as inoreased use of imanket forces,
is the pressure on less efficient units. In cases where the price system
reduces the profitability of a sector, this s not so much of a problem
as dn cases of economically énefficient plants within a sector. Two gen-
enal policies affect this — safionalization and the formation of spec-
iakized 'corporations’. It has been offiicially estimated dn (Dong Furen,
1980: 46—7) "incomplete Statistics” that over 3600 plants were merged,
closed or had their product lines changed in 1979. Other weports
confinm this general picture but indicate that the number of closures
may be relatively small, e.g., only 8 of the 192 Liaoning machine-
building plants cationalized in 1979 (SWB FE/WI078/A/11—12), but
in other cases it may be rather greater, e.g., 85 of the 269 rationalized
plants im Guangdong (Zhu Qi & Li Liti, 1980).

The formatiom of specialized comporastons to manage particular
sectors, usually based on one or imore large factonries, has been another
aspeot of these policies, with the dim of speocialiving the production
of its member plamts — a change which is argued to émprove efficiency
In some cases, it appeans that these corporations are being given the
status of entoprtises and that changes 4n this direction have been given
greater priority than enterprise autonmy, e.g., in the Shanghai textile
and metallurpgical industnies, @nd are angued to be a bdtter way of
"expanding the power of selfimanagement” as "t is conduoive to over-
all planning and reallocating productive forces in a whole trade ba-
sed on speoialization and coordination” (BR 23/1980: 5—%6). If expanded,
such a model would come finto conflict with self<management at enter-
phise Jevel — and llead to a situation more along the lines of East
Germany and some sectons in the USSR.

The final set of changes relevant to sélfsmanagement theonies are
tn the area of internal entenprise onganization, where the key questions
relate to waornker panticipation and influence in decision-making. The
system arising out of the Cultural Revolufion involved a vaniety of
partidipation mechanisms, with some worker dinfluence over the 'Revo-
‘Jationary Commifitee’ — the malin management body — as well as dri
such bodies as elected 'workens' mafiagament groups' which oversaw
some management work and were consulted on some decisions {(Bettel-
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heim, 1974; Lockett, 1978). These appear ito have pantially degen-

erated or been reduced in scope duning the 1970s. In the last couple of
years, Revolutionary Commibtees have been replaced by stateappcinted
Facatory Directors, also subjeat in overall policy to the Party Comunittee
— lindicating a significant assention of managerial authority, and
a long way [nom the self mama,gernent model, However, thére have been
moves towands glealtcr democracy in two main forms: election of
managers and supénvisons, and workens' congresses, The former was
initially oconfined to levels up to ithe woa‘kshqp or department in a few
enterprises buwt has’ been gradually extended and is planned to be the
nonmal procedure within a couple of years (BR 47/1979: 4). It is also
szid that it will be extended to tinclude factory directorns in’the future
(BR, ]8/1980 25—26), but so far this has been Ilmited to a very few
enterprises. A slightly more widespread practice is that of opinion polls
on managers — with ‘a typical system being that df there is less
than 30 per cent approval, managers must resign, and if between 30
and 50" per cent, they must state how they intend to improve. Cases
are quoted of managers being wemoved by this methed, e.g., 4 of 21 in
a cement wonks tn Shoudu (BR 22/1979: 6—7). The link between this
election process and expanded enterpnise autonomy fis not direct at
present (as selfunamagement theonists suggest) — for example in
Sichuan only 30 per cent of trial ‘entenprises had adopted this system
(BR 12/1980).

Workers' congresses also exist cnly 4n a minonity of eanterprises
(1/5 in 1979 according to Lin Pei, 1980) and consist of elected workers’
representatives, perhaps ion the bagis of one for every 20 or so workers.
They are pnimamily consultative bodies which have little direct power
and meet infrequently, e.g., two or three times a year. However, in this
case there is a more direct link betwedn workers’ participation and
onterpnise awbonomy ds the dongresses are argued to bethe appropriate
body to deocide on the allccation of the retained proflit, espeoially in the
area of collective wvelfare and comsumption beneflits (notably housing)
according to State Counail pules (BR 2/1979: 10). Their influence has
been difficult to assess, although cases have bsen given of their reject-
gon of managemerit proposals (Xinhua, 28/5/1980: 24). On tihe other
hand, enterprisé autonocmy anight well be associated with both lower
benefiits and worse conditlions tm the case of less successfidl factomies,
Such as the Hunganian one desaribed’ by Harasati (1977) avhere remote
managers stressed "collective wsacrifices” by wonkers and bomnuses were
lony ior monexistent (bhis factory was later reorgamized). Thus, although
§6 far' the democratic intemnal organization of the enterpwise has not
been camnied far — and lin several respeats is less than that din the pqst-
Cultural Revolutiion period, it ds possible ithat they will be extended in
scope and become more directly involved #dn influencing ‘managerial
decisionsnaking, as advocated by Li Pei, (1980), fior dnstance, in People’s
Daily, who also stressed the problem of whether they would actually

. be séen as mseful by workers if their role was not extended. One
poienﬂlrinl e\'ai‘nple of ithis extension began 4n autumm 1980 wath the: ..

mtrdducmon of a "factory direotor responsibility System under the
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leadership of the congress of worker and staff” in five Beijing faotories,
a system which appears to be rather similar to ithe Yug)cls'lav one (SWB
FE/6565/B11/3).

‘. This brief survey has shown that the general trend in Chinese
industry has been_ towards the selfmanagement model in many
respects and that pnssent polidies are o extenrd this. Inn the shomt Tum,
they have had $ome successes on similar lines to previous refonms in
the USSR amd’ Eastemn ‘Bunope. But at the same time they led to a
variety of problems, some miore seriows than others, inchuding:

(i)" problems over mbit;my realization of profits:

dug to the present lpmce system, overall mefltab'ilh,ty often reflects
planned prices more than efﬁxmfmoy (e.g., in Sichuan profits are 0.7
per cenit of costs for coal mining but 69 per cenit for electricity pro-
duation — accondimg ho Ren Tao et.al., 1980: 212). These planned pri-
ces have refllected social goals butare inappropiiate if profitis used

" asamain efficlency dndicator —dmplying either large scale subsidy
(used in Hungary where subsidies ito' 'companies and cooperatives’
Jse 18 per cent of ithe state budget; News from Hungary 1980/1) or
‘a major reform of the piice system. Division of profits beftween
commerce and indusiry is a related mssue

(@) too much proftl-maxunzzmg behaviour: :

in cases where ithis involves underfulfilling plan fargets, choosing

anficles profitable as a result of price anomalies, or increasing
. prices openly or coverily in direct comtracts. This has emnabled
. some enterprises to pdy very -high bonuses, which are seen as

unfair, and againist which some moves have been made. The use

of vatious firomis of dornuption, eg., lavish entertainment of pur-

chasers, has also become appa;rerﬂt iin some cases.

(mu) price inflation:
- whilst the state has increased some agnicultural products prices
. arid compensated urban workers with a flat rate wage ise (similar
to Hungary), there has been widespread unauthorized waising of
prices given the new climate and a situation in which some prices
" are 'negofiated’. This threatens the confinuity of policies of con-
"'sumer price stability for mwost goods and has Jed to mamny com-
plaints, A National Conference was convened im March 1980 on
the problem and in Sichuan, where same of the reforms have gone
furthest, the provinte govennment issued regulations stating that
”Indus(hmal and commercial entevpuses . are absolultely forbidden
‘to resort to arbitrary price mises to ithe detniment of consumers'
© limterests 4o tumn doss 1o profit and pay out more bonuses” (SWB,

FE/6386/BII/6)

(1’\’) incr. easmg inequality beiween enterprises:
|pamt.1y anising out of the pnce stiructure but atso due to different
© resources and equmpment The .paesanft appnoach s bo intervene by
sefting a 'reasonable piice”, extra taxes or different rates of
profiit retention. But these are largely ad hoc measures and pose
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the problem of the basis of price policy and the extent it should
reflect social choices (as at present in temms of its broad approach
though many pnices are more arbitrary) rather tham prices of
production (even if ithese can be adequately calculdted). Other
related problems are those of lower hiving standards of those in
wontreding units (e.g., school teachers), increasing regional inequal-
ities and problems if some enterprises can sell similar products
at different prices — ome within the plan and the other outside.

{v) restriction of information flow
the Chiinese system of diffusion of technology has been .reaiso:nably
effective in the past, but as the profitability of an enterprise
becomes more Gmpostant, the incentive to withhiold infonmation
and techmological innovation from othens dncreases, unless it is
_oon?z’orted“‘hnt\o a mamketable commbodity. This, and the prionitiza-
08 ,oufusupply to Jocal finms has been reported (Gongr en Ribao,
: 8/71980) ‘On the other hand, the new systems alim to increase the
“inCerives for entenpnises o innovate.

(vi) increased litigation:
partly as a result of the setting up of a new legal system, th,ere .
has been a growth of llﬁﬁllga’olbn between emterpuises and dn omne
case within a factory which based fits bonuses, etc., on inter-work-
shop contracts with penalty clauses for late delivery (SWB, FE/
W1051/A/1). But, of course, this can be argned to be faliver and
im the long run more effidient than adminfistrative intervention to
resolve disputes.

These ali indicate that the process of changing ithe economic man-
agement system does face muany problems — pamtly of lack of ’‘fit’
between the innovations in entemprise autonomy and the present labour
and other systems but pamtly abso the drawbadks of selfmanagement
and the wse of the market. Whilst the former category might be expect-
ed to disappear in a transition to a coherent mew economic system,
the latter arve likely to become more important. Thus, there Is the
basis not only of suppont for a new system, but ‘also oﬁnm@sm of it and
forces which restmict chamge — was happened in the USSR and else-
where. The conclusions disoulss these dssues briefly in the Chinese con-
texit. | S

CONCLUSIONS: POSSIBLE FUTURE TRENDS |

What are the likely futiire developments in China and will they be
towards selftmanagement? An answer to this question must be based
on an analysis of the forces anid groups likely to want such a chamge
and their relative sitrength compared with those advocating different
poliaies, Amongst those who favour the extension of selfmanagement,
some are more concermed with the mechanisms iof economic manage-
ment and the- decisions made by the mamagens of enterprises, with
their intemal democratic organization” seen maindy in terms of gaining
commitment over and above that given by remumerative comtrols such
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as bonuses. This fechnocralic approach has supporters in the leader-
ship of the CCP, motably Zhao Ziyang (now Premier) and others such
as Deng Xiaoping. These are backed by cconomists who see such
changes as mecessary in an advanced economy and by factory managers
who want more findependence and fireedom from adminlistrative con-
irol. In alliance with this seems to be a smaller and less influential line
of opinon which stresses a democratic approach, arguing that internal
organization s also orucial and that self-management experiments will
fail if workers have little influence over enterpnise decisionmaking,
A clear expositiion 4s by Li Pei {1980) — although this has support from
some economists and Party theowlsts as awell as being broadly in line
wiith secondary objectives of those itaMing the more technocratic
approach.

Against changes {owands selfmanagement one can fdentify a
conservative approach, which sees such changes in economic planning
as involving too many costs for uncentain benefits and whiich also can
see fthe threat to exiisting "vested imterests” of many cadres who might
be more or less displaced by more faraeaching changes. This approach
can be found amongst some sections of the CCP, e.g., those who wouild
prefer much more limited reform with, say, the formation of speciail-
ized corporations rather than more enterprise autonomy. It can also
be found #in the arguments of those who advocate simicter central
planning as the best way to readjust the economy. This type of oppo-
sition to major moves towards self-mamagement is expressed by Cai
Yanchu (1980), who argues that in ithe past enterprise autonomy and
growth have been negatively correlated, that autonomy undermines
central planning and threatens the balance and readjusiment of the
economy and that the promoterns of autonomy are in fact trying to
find way3' of boosting investment when present policy to limit it.2 A
second type of opposition is that based on a radical Maoist approach,
particularly in relatiion to the argument that self:management wouwld
involve the creation of a new exploitative class. Such an approach has
‘not been iin evidence in wofficial publications, although it is likely to
exist dn some areas. '

Thus, dn contrast to the USSR and some East European countries,
it does appear that moves.towands - greater selfmanagement ‘do have
support amongst a significant seotion of the jpolitical leadenship as well
as managers. Though +this is predomlinantly for technocratic reasons,
there is some comcern with demooratiic internal organization though
this is subandinated to managenial authority and efficiency in many
cases. From 1982 or 1983 lit iis not unreasonable to expeat that serious
attempis will be made to wrestructure the Chinese econiomic system
‘(perhaps along dines similar to the Hunganian one) with a much
greater degree of selfmanagement than in the past (with dts problems,

. ? Heudoes argue for steady moves towards more autonomy but quali
fies this with strong criticisms, e.g,, (1980:13), "If they (enterprises) all de-
manded an expansion of their autonomy, we can imagine what kind of a
mess ‘we would be in”, '
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too), but that there ‘will be confliots both between advocates of change
and more consenvative groups and between those who stress mana-
gerial authority and those more concerned with the democratization
of the enterpnise.
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Primena nove ekonomske politike daleko zaostaje za teorelskim
promenama. Najznalajnija promena u ekonomskom sistemu je siva-
ranje vedeg broja preduzeca sa proSirenom autonomijom i pravom na
zadriavanje dela dobili. Analiza rezultaia koje postifu ova pokusna
preduzeéa pokazuje da se njihovo poslovanje veoma brzo poboljlalo,
iako lo svakako ne mofe bili pripisano jedino wvodenju samouprav-
ljanja. Ovi rezultati veoma su sliCni onima u SSSR-u neposredno posle
privredne reforme 1965. godine. U Kini je takode doslo do delimiénog
uvodenja nekih od elemenata konkurencije izmedu preduzeda, trii§nih
odnosa i ukidanja kontrole cena. Isto tako, doslo je, posle 1978. godine,
do porasta u stepenu formalne demokrdtije unutar preduzeda, $to se
ogleda u preduzetim koracima za izbore rukovodilaca preduzeda i
davanju vede uloge izabranim radniCkim savetima. [pak, problemi koji
prate takvu politiku pojavijuju se i u Kini: inflacija, nejednakost,
uskradivanje informacija i nedostatak uskladenosti sa sistemom cena.

Na k:aiu, u Elanku se razmatra dalji mogudi razvoj. On de u najve-
doj meri biti delerminisan politi¢kim faktorima. Pored toga, nasuprot
SSSR-u i wvedini Istoéno-evropskih zemalja, ekonomske reforme de
najverovatnije biti proSirene posle 1982. godine. Znalaj tih promena,
kao i veza izmedu reforme i demokralije unutar preduzeca, zavisice
od naéina na koji e politi€ki i drugi konflikti biti razreSeni.

ECONOMIC ANALYSIS AND WORKERS'
MANAGEMENT, 1, XV (i981), 115—124

EXPERIMENTS IN SELF-MANAGEMENT IN JAPAN

~ Akihiro ISHIKAWA*

INTRODUCTION
Increasing Interest in Self-management

Interest tn selfmanagment in Japan began to dncrease towards
the end of the 1960's, when many soclo-economic problems became.
obvious in the rapid growth of the Japanese ecomomy.

Interest was shown Ffirst of all from the standpoint of ithe labour
movement and the sooialist movement.

Immediately after the Second World War, there were more than a
few factories and enterprises which the wornkers controlled or managed
by themselves, but towards the end of the 1940's, workers' control or
workers' management mostly faliled with the wevival of employers’
power. Then, during the 1950's, managemant endeavoured to attain
industrial peace for the purpose of rationalization, dnmovation amd
higher producnmuty The labour movement abmed at organizing an
anti-rationalization struggle, but generally speaking it did mot succeed
and many 'of the trade unions, espeocially among the big businesses,
opted for jolint consultation with management. In the 1960’, espeoia.l.ly
the second half, new situations ocourred: workens' indifference to
thefir unions afid inoreasing feelings of alienation wesulting from new
techniology. Their income became higher but they were dissatisfied at
work. At that time a mew type of labour movement, different from the
existing one that had been engaged mainly in economlic problems,
began ‘to emerge: the selfinanagement movement. Some ‘of its
supporters were influenced by the Fronch ddea of "the mew working
olass” as avell as by the trends of the French Socialist Pamty; others
sought woukers’ control in the sense of Marxism-Leninism. This trend
operated in tandem with oditical attitudes toward the Soviet system
among Japanese socialists jn the 70%s. It seams -that their views were
more "impornts” from abroad (France, Yugoslawia or Gramsci's
wititings) than outgrowths from the realities of Japanese society. But
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