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VALEDICTORY

WITH this issue we bring to a close at least a phase in
the life of BroaDpSHEET. Among the considerable
number of letters we have received concerning this de-
cision have been some which have expressed regret at the
prospect of being deprived of our comments.

We must disclaim the praise implicit in such remarks.

We have tried to avoid hasty judgements based on in-
adequate data, but we have not always succeeded.

One advantage we have enjoyed is that nearly all mem-
bers of our Group have had a long and fairly close con-
nection with Chinese affairs in one way or another. In
other words we have had some experience to help us. We
have put this experience at the disposal of readers and
even though we have made mistakes we hope that those
who have read Broapseer for some time will have
found in it a basis for their own future judgements.

We are for China and her policies, which, we believe,
show a way forward for all peoples, whether of the third
world or not. We have sometimes been taken to task by
readers for refusing to justify and give our support to
every single act of the Chinese Party or government.
Critics have felt we were insufficiently committed. On the
other hand, some have thought us a mere echo of Chinese
official policy. We now think the second criticism the
more serious and that it was often justified.

We have tried, though not always with success, to keep a
certain distance between ourselves and day-to-day events
in the People’s Republic. Today many aspects of Chinese
policy are being branded as revisionist, even capitalist.
We think such verdicts are unhelpful now and may be
regretted in the future. Criticism can be of assistance but
we do not feel that we can always separate mistakes from
what will one day be seen as creative development. It is
unlikely that anyone outside China can do so and to
think otherwise is arrogant.

Looking at the Western press (and listening to some
on the ‘left’) one might almost be persuaded that China’s

future depends on the outcome of struggles within the
Central Committee of the Chinese Communist Party. We
do not believe this; China’s future depends on the
Chinese people. We are sure such struggles take place—
the outlook would be dark if they did not—but outsiders
can know very little of them.

Of some things there can be no doubt:

The most populous country on earth has freed herself,
by her own efforts guided by the Communist Party, from
feudal and imperialist domination; the exploitation of
man by man has been ended. The Chinese people are
now building their own future.

The Chinese Communist Party, in its practice of the
mass line, has set an unsurpassed example.

A genuine People’s Army has been set up, part of and
not above the people.

The farming structure created in China’s countryside,
whatever modifications may be made in the future, pro-
vides the framework for the continued socialisation of
agriculture.

The legacy of Mao Zedong, who led the Chinese peo-
ple for so long, will endure.

As a result of experience we think that when the
Chinese correct mistakes they often go too far in the
other direction. In fact Mao once suggested that this may
be necessary. We hope it may not always remain so.
Meanwhile, it is a reason to withhold hasty opinions.

The foregoing are thoughts we would like to leave
with our readers. We thank them for all the moral and
financial support they have given us in the past, and
equally for their criticism.

The China Policy Study Group will remain in exist-
ence for the present and we are always glad to hear from
friends. We wish them well.

FOLKLORE

THE 1950s mythology on People’s China—a honeycomb
of sealed-off communes with the sexes segregated in
parracks and listless children reared beyond reach of
their parents—is not heard of today. Nor, to be fair, are
many of the later fantasies lamenting imminent starva-
tion, economic collapse or national bankruptcy, but still
there is something about Chinese socialism which pro-
pels its detractors into fantasy. A bumper harvest re-
peatedly becomes a ‘harvest failure’, a re-programming
the ‘scrapping of a major project’ and a trade boom the

OF TRADE

‘breakdown of China’s trade hopes’.

Trade with the industrialised world is probably where
the new mythology of China has struck its richest seam.
It is not difficult to see why. As trade grows there are not
only more successful bidders around but more unsuccess-
ful ‘and disgruntled ones too, and this is particularly so
when the geographical distribution of trade is going
through marked changes.

It is absolutely true that a lot of expectations of bus-
iness aroused by the over-ambitious investment plans of
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1978 fell by the wayside. Some of them were never really
Justified by the facts, even as known at the time, but the
Chinese must bear the main blame for the two years of
cuphoria that followed Hua Guofeng’s report to the
Fifth National People’s Congress in February of that
year. ‘They allowed industrial ministries to open up dis-
cussions with industry and government agencies in other
countries, and to go on to explore commercial possibili-
ties in parallel with the normal foreign trade channels.
A crop of ‘statements of intent’ and agreements about
joint investigation of industrial development possibili-
ties in China soon resulted in a heavily over-subscribed
prospectus of future construction. This would have had
to be rationalised fairly speedily at any time, but coin-
ciding as it did with a pressing need to switch resources
from new industrial construction to housing and com-
munity services—starved of funds for a decade or more
—the flood of investment proposals forced the govern-
ment to dam up all capital construction until they had
sorted out priorities in a phase of ‘readjustments’.

It was during this phase—readjusting, restructuring,
consolidating and improving the national economy, to
give it its full name—that work was halted on the 6 mn.
t.p.a. Baoshan steel complex being erected near Shanghai
in two stages under a series of contracts with Japan and
West Germany. It was thought that the second stage
would be cancelled altogether. That is not now happen-
ing, though it will be postponed for a few years while
the 22 projects in the first stage go ahead in a different
order. Other ‘cancelled contracts’ have now been revived,
including the $340om. synthetic fibre plant at Nanjing
and several other large petrochemical plants also being
erected by Japanese firms. Neither these reinstatements
nor anything that follows them will add up to the spate
of capital construction projects that led to the 1980 emer-
gency action. Clearly they will swell the trade figures,
however. Does this boost come at a time when trade is
languishing or stationary? On the contrary, it will be
superimposed on an existing rate of foreign trade growth
that would have seemed impossible ten years ago.

Iilusory scenario

The small change of bravado nowadays in business
and political circles is of how the Chinese trade bubble
was pricked and how it burst. Once the situation was
found to be over-extended and the budget unbalanced
large contracts were cancelled and credit facilities not
taken up. Trade went back into its shell, say the hard-
headed commentators; the gilt quickly disappeared from
the gingerbread.

It might be pointed out that negotiations with Japan-
ese manufacturers who had contracts cancelled have now
resulted in compensation payments by China amounting
to $50 million. Meanwhile the Chinese have accepted
loans from Japan and Western Europe totalling several
hundred times that figure, but they will not be lured into
a loan bonanza, as interest payments have to be met from
revenue at the expense of public services.

If it were only such details as failing to mention the
compensation for cancelled contracts, or failing to notice
how many of them have been reinstated or rescheduled,
there would be nothing out of the ordinary about all this
talk and it could even be classified as business journal-
ism. There is more to the matter than this, however. As
sometimes happens in politics, but not very often in
trade, those who feel cheated or discredited by the turn
of events have mesmerised others into seeing night for
day and mistaking a rising slope for the abyss. Even with
the retrenchment and cutbacks China imported 22 per
cent more last year, by value, than the year before. Allow-
ing for inflation, that would be nearly 15 per cent more
merchandise than in 1979—a year in which there had
been a phenomenal rise in trade, in value well over yo
per cent (the volume of imports probably rose by g9 per
cent that year). In 1978 and 1979 imports were rising
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faster than exports. In 1980 it was the other way round
China’s exports increased 30 per cent in value, probably
at least =0 per cent in volume). This year, although it is
already known that trade as a whole is running ahead of
1980 (328,700 million in the first nine months), it is not
yet possible to be sure whether imports are again advanc-
ing more rapidly. They were, up to mid-year, and one
conclusion that is reasonably sure is that they will be
higher than last year's, and therefore once again a record
total. It is not that the trade isn’t being done, just that
other people are getting it.

China is a country that has increased its production to
an almost unimaginable extent in thirty years while
keeping foreign trade rather on the sidelines. Since 19474
trade too has been allowed to take off and has more than
doubled in volume (trebled in value). This is because,
paradoxically. the more technology a country has amass-
ed the larger the proportion it must in future acquire
from outside. There is no sense in China being techni-
cally in the vanguard in some things and wasting the
advantages of this by being technically backward in
others. Another factor, now of increasing importance, is
that if living standards are to be raised for all China’s
people and not just some of them, there are bound to be
some crops which have to be supplemented, some indus-
trial materials which have to be imported, while home
production is being built up. The case for imports be-
comes a case for correspondingly increased exports, since
everything has to be paid for.

There must be some mystery about all this, the lay
observer cannot help thinking. If China’s foreign trade
is growing at such a great rate why are worldly-wise bus-
iness men turning away in frustration? Is it that with
the big increase in the number of national foreign trade
corporations, also of the number of provincial and muni-
cipal authorities empowered to engage in foreign bus-
iness, the whole scene has become too bewildering for
them? For those used to dealing with a tidy and stream-
lined national organisation any added complication no
doubt means unwelcome demands on time and man-
power, possibly on business acumen too. Many companies
in Britain are in no state to measure up to this, whereas
the better-endowed industries of the United States are
waiting for the opportunity and can certainly call on the
necessary resources of finance and personnel. The larger
West German conglomerates are also able to turn their
advantage over competitors to good effect when a change
in market conditions suddenly calls for a new scale of
effort. Japan, again, is in a special position since China is
next door and a main market.

British industrialists may not be in a position at
present to match the thrust of United States or Japanese
industry into new areas of Chinese trade but there is
every reason for them to challenge competition from
France and other West European countries for the kinds
of business now being placed in the EEC. France has this
year increased her exports to China by 60 per cent and
her imports from China by go per cent. The suggestion
of stagnation seems to be missing here. Before the present
ebb of confidence British companies were also stealing
Chinese contracts in some cases from under the nose of
West German rivals. i

‘I can’t interest anybody here in trade with China’,
said the executive of a large automotive and aerospace
company whose name is a byword. The demoralisation
behind this comment was not on account of past failure
(the company had done many millions of pounds worth
of business with China in diverse fields). It was due to
lack of confidence, fear that Chinese requirements would
tax available resources to excess and that the gamble
would not pay off.

On present indications it is not paralysis in China, but
neurosis in Britain, that feeds the mythology.



A Contribution to the Debate on

CHINA’'S ROAD

THE resolution on the History of the Chinese Com-
munist Party (1949-1981), adopted by the Central
Committee of the Party in June 1981, brings together the
now familiar threads in the argument rejecting the ana-
lysis advanced by Mao Zedong, which provided the logic
of the cultural revolution, that the principal contradic-
tion in the historical period of socialism was that be-
tween the proletariat and the bourgeoisie. This, it is now
held, did not correspond with the prevailing conditions
in China. The principle contradiction is considered to
be that between ‘the growing material and cultural needs
of the people and the backwardness of social production’.
This definition, originally put forward by Stalin, had
been criticised by Mao as the theory of ‘advanced re-
lations, backward forces’. It now provides the basis for
the current line of the Party—taking economic growth as
its goal, not stressing class struggle. Given economic
growth as the criterion of success, the years of the First
Five Year Plan (1953-1957) and the years preceding the
cultural revolution (1962-1965) are now cited as the peri-
ods of China’s greatest achievements. This is the final
demolition of the views, which had such impact inter-
nationally, particularly in the Third World, on develop-
ment thinking: that in the Great Leap Forward and the
cultural revolution, despite many mistakes (which Mao
was the first to point out), China had, under Mao’s
leadership, discovered a new road to socialism radically
different from either the Stalin model implemented in
the First Five Year Plan, or the ‘market socialist’ experi-
ments carried out under Liu Shao-qi’s direction until he
was overthrown by the events of 1966.

In China, over the last two years, the ground of debate
concerning the cultural revolution has shifted from
criticism of the Gang of Four, to a discussion concerning
the preferability of ‘economic means’ to ‘administrative
means’, that is, about the role of the market in a socialist
planned economy, referred to as ‘observing the law of
value’. That the shift simultaneously involved tarring
both Mao himself and Hua Guo-feng, who had criticised
only the excesses and not the basic orientation of the
cultural revolution, with the same leftist brush as the
Gang of Four, linking them by the same root—taking
class struggle as the key link—indicated that the debate
is in fact directed against the fundamental principles of
Mao’s development strategy. The final verdict on Mao
justifies the current adoption of policies which he had
vehemently opposed: taking the key to agricultural and
industrial development as the mechanisation of selected
areas through State funding and the re-organisation of
industry into specialised corporations or trusts, determin-
ing investment on the basis of profitability.

1. ‘ADMINISTRATIVE’ AND ‘ECONOMIC’ MEANS

The issue of ‘administrative’ versus ‘economic’ means,
planning versus the market, has a long history in debates
concerning the nature of socialism. Recapping the his-
tory may help to throw light on the current re-assessment
of Mao Zedong. The debate originated in the Soviet
Union in the 1920’s, when Preobrazhensky and Bukharin
addressed themselves to the problem of industrialisation,
and the related political question of working class leader-
ship, in a society predominated by individual peasant
farmers. It was the role of the peasantry in socialist society
that was at the crux of the dispute. In Preobrazhensky’s
view, the peasants, as small commodity producers, were
prone to capitalism. Defining socialism as state owner-
ship of the means of production controlled by central
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planning, he maintained that the task of the socialist
state was to develop the production of the means of pro-
duction, that is, state owned heavy industry, to provide
mechanisation as the necessary means to transform the
peasant economy, bringing agriculture into the scope of
the socialist relations of central planning and thereby
abolishing the market links between town and country
which were alien to the socialist economy. In a process
of ‘primitive socialist accumulation’ (PSA), resources
would be transferred from agriculture to serve the in-
dustrialisation programme which would promote rapid
development of the productive forces.

Bukharin opposed PSA, which in his view would
undermine the worker-peasant alliance on which the
socialist state was based, regarding commodity produc-
tion as an integral part of, not alien to, the socialist
planned economy.

Under pressures of the need to industrialise, Stalin,
adopting Preobrazhensky’s approach, launched a collec-
tivisation campaign to realise PSA by establishing state
control over the peasants and their agricultural surpluses.
State funded Machine Tractor Stations, embodying the
socialist relations of state ownership and planning, would
act as the focal point of this economic and political con-
trol over the process of rural development.

Stalin’s view of the socialist economy was that it was
like a huge enterprise in which all the separate social
and economic interests—agriculture and industry, pro-
ducer and consumer, collective and individual, worker,
peasant and manager—were taken to be united, with the
same goal of increasing productive capacity through the
development of state-owned heavy industry. The links in
the system were co-ordinated by administration through
the planning system. The plan allocated the means of
production, organised production through ‘material
balance’ so that the output of one department of the
economy met the requirements of the others, and con-
trolled enterprise production by setting targets of output.

This bureaucratic model came under criticism in the
Soviet Union in the late 1950’s. Administrative measures
were claimed to be inefficient, wasteful and rigid. The
emphasis on heavy industry, in capital allocation, tied
up resources over long periods of gestation, at the ex-
pense of consumption, and caused imbalances in the
economy. The co-ordination of supply and demand
through centralised channels was ineffective in adapting
production to consumption, leading to shortages and
over-production. Above all, since the state took the sur-
plus and bore the losses of enterprise production, workers
and managers had no incentive to seek economic results.
Targets were met regardless of wastage or cost. It was
argued that the socialist economy did not operate as a
united administrative whole, but was an organic system
in which the separate interests would be linked more
effectively through economic levers. In 1962 Liberman
put forward a scheme giving a greater role to the con-
sumer, co-ordinating the economy through market forces,
taking profit as the measure of performance. Using pro-
fitability as the criterion of investment would ensure the
rational utilisation of capital and the balanced develop-
ment of agriculture, light and heavy industry. Prices re-
flecting scarcity would establish a direct link between
supply and demand, adapting production to consump-
tion. Tying bonuses to profits would ensure that workers
had an interest in the economic performance of their
enterprises. Economic means would thus achieve maxi-
mum results at minimum cost.







