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ing class and of socialism. Next, blind competition and
anarqhy in capitalist production was antagonistic to the
balanced (proportionate) development of the national
economy. If this had not been brought under strict con
trol, the national economic plan and the development of
the entire socialist sector would have been disrupted.
Finally, within the capitalist enterprises the contradic
tion between the working class and the bourgeoisie con
tinued since capitalist exploitation of the workers still
existed, and the class struggle was still acute. Some die
hard capitalists denied the workers' democratic rights,
attempted to continue their unlimited exploitation, or
used underhand methods to buy over and corrupt the
weak-willed workers. This unscrupulous profiteering
and other unlawful activities were very bad for the
development of the national economy as a whole.
The capitalist sector in some ways benefited and, in,

other ways, injured the welfare of the coimtry and the
people. Such was the dual character of Chinese national
capitalism before the completion of its socialist trans
formation.

The Dual Character of the National Bourgeoisie.
Chinese national capitalism had a dual charafcter and
therefore the Chinese national bourgeoisie also had a
dual political character. Except for the bureaucrat
capitalists, the national bourgeoisie was the smallest class
with the shortest history in China. It consisted mainly
of small and intermediate capitalists and their intellec
tuals. In the stage of democratic revolution the national
bourgeoisie of a semi-colonial and semi-feudal country
like China was oppressed by imperialism, feudalism and

.^bureaucrat capitalism. For its own economic develop-'
ment, it had a certain -desire to engage in revolutionary
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struggles to free itself from the three oppressions. So,
it allied itself with the proletariat against their common
enemy. But, because of its economic and political weak
ness, it did not completely sever its ties with imperialism,
feudalism and' bureaucrat capitalism and lacked the
courage to fight in a thoroughgoing way against them.
Instead, it had a strong tendency to waver and com
promise. Due to this two-sided character, at certain
periods and to a limited extent, the national bourgeoisie
either joined the Chinese democratic revolution and be
came a revolutionary force, sympathized with the
revolution, or remained neutral. At other periods it
betrayed the revolution and followed the imperialists and
their lackeys as accomplices in counter-revolution. Mao
Tse-tung pointed out:

On the one hand, the possibility of participating in
the revolution; and on the other hand, the proneness
to compromise with the enemy of the revolution —
these constitute the dual character of "one person
filling two posts" of the Chinese bourgeoisie.^

In accordance with this vacillating character of the
Chinese national bourgeoisie, the policy of the Chinese
Communist Party during the democratic revolution was
to both unite with and struggle against the bourgeoisie,
to attain unity through struggle. Its negative side of
wavering and compromise was overcome while the

, development of its positive revolutionary side was en
couraged. This made it possible to include it in the peo
ple's democratic united front led by the working class

^Selected Works of Mao Tse-tung, Lawrence and Wishart, Lon
don, 1954, Vol. Ill, p. 118.
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and based on the worker-peasant alliance. The alliance
of the Chinese working class with the national bour
geoisie which was established during the democratic
revolution was not only of great significance to the vic
tory in this revolution but had also a far-reaching in-
fiuence on the changing class relations during the period
of the subsequent socialist revolution.

Theoretically, when China entered the stage^of socialist
revolution the bourgeoisie should have been removed as
a class. But the alliance of the working class with the
national bourgeoisie continued. This was because the
working class had formed an alliance with the bour
geoisie during the democratic revolution; the struggle
with the imperialist aggressive bloc was still an important
task during the transition period; the counter-revolu
tionaries in the country had to be completely suppressed;
and during the early transition period the capitalist
sector was still able to play a certain active role. Further
more, the socialist camp was growing in strengi^ in the
world at large and the political and economic liegemony
of the working class and socialist state sector was being
established at Home. Under such circumstances the
Chinese Commimist Party adopted a policy of uniting
with and educating the national bourgeoisie. Con
sequently, the bourgeoisie expressed its support for the
people's democratic state power imder the leadership of
the working class and for the Constitution, thus accept
ing socialist transformation without much reluctance.

Nevertheless, the bourgeoisie by nature had a strong
inclination towards capitalism. Because of its desire for
profit it opposed certain measures taken by the state for
the socialist transformation of the national economy and
even resisted in various ways. These were its negative
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political aspects. Because of this political two-sidedness,
most capitalists vacillated between taking the socialist
or the capitalist road. The Party's task was to continue
the policy of both uniting with and struggling against
the national bourgeoisie and of attaining unity through
struggle, in order to win over a majority of its members
to socialism.

The principal contradiction in the transition period
was between taking the socialist or the capitalist road
and that between the working class and the bourgeoisie.
This contradiction was antagonistic in nature and a life-
and-death struggle. But owing to its dual character, the
contradiction of China's national bourgeoisie with the
working class also had a non-antagonistic aspect. Under
China's concrete conditions during the transition period
which were extremely favourable to socialism and be
cause of the possibility that the bourgeoisie would accept
socialist transformation without much relucteince, the
contradiction between the working class and the national
bourgeoisie, when properly handled, was. limited to a
contradiction within the ranks of the people. Only on
a very few occasions did it become a contradiction be*-
twe'en the people and the enemy. Thus, the method used
in dealing with the contradiction between the working
class and the national bourgeoisie was, in general, the
same as that used to handle the contradictions among
the people, that is, the method of persuasion eind educa
tion.

.The Policy of Using, Restricting and Transforming
Capitalist Industry and Commerce. 'The historical
characteristics of national capitalism and the national
bourgeoisie are the principal grounds for the policy of
peaceful transformation adopted by the Chinese Com-
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munist Party and the People's Government. The Con
stitution of the People's Republic of China provides:

The policy of the state towards capitalist industry
and commerce is to use, restrict apd transform them.
The state makes use of the positive sidfes of capitalist
industry and commerce which are beneficial to
national welfare and the people's livelihood, restricts
their negative sides which are not beneficial to national
welfare and the people's livelihood,"' encourages and
guides their transformation into various forms of
state-capitalist economy, gradually replacing capitalist
ownership with ownership by the whole people; and
this it does by means of control exercised by admin
istrative organs of state, the leadership given by the
state sector of the economy, and supervision by the
workers.^

The policy towards the national capitalists was to
unite with and struggle against them constantly and to
achieve unity through struggles, bringing their positive
sides into full play, while overcoming their negative
sides. Parallel with the transformation of capitalist en
terprises, measures were taken gradually to remould the
capitalists from exploiters into working people living by
their own labour.

"What was this policy of using, restricting and . trans
forming capitalist industry and commerce?
The policy of using capitalist industry and commerce

was that under China's historical conditions, the capitalist
sector was allowed to exist for a certain period of time

1 Article 10, The Constitution of the People's Republic of China,
Foreign Languages Press, Peking, 1954, p. 76.
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following the victory' of the democratic revolution.
Those capitalist enterprises which were beneficial to the
national welfare and the people's livelihood were al
lowed to develop. In the initial stage of the transition
period, while giving priority to the development of the
state sector of economy, the state carried out the policy
of "taking into accoimt both public and private interests
and benefiting both labour and capital," and gave
proper consideration to the capitalist sector in the alloca
tion of raw materials and certain other matters. As a

result the capitalist sector grew to some degree. Between
1949 and 1952 the gross output value of capitalist in
dustry increased by about 54 per cent, while the retail
sales of private commerce increased by about 20 per cent.
The growth of private industry and commerce enabled
the state sector to control an increasing number of in
dustrial articles, which helped to restore the national,
economy as well as consolidate the worker-peasant
alliance.

The policy of restriction was that the state took meas
ures to restrict the negative sides of capitalist industry
and commerce which were not beneficial to the nation^
welfatie and the people's needs. The state set a limit to
capitalist exploitation by enforcing its labour protection
policy and price policy and through taxation and control
over the distribution of the profits of the enterprises.
It also restricted anarchy in capitalist production and
speculation. This was done by controlling the supply
of raw materials, goods in stock and markets and by
taking other measures such as> supervising the opening
and closing of capitalist industrial and commercial enter
prises, defining the scope of their operations and banning
unlawful activities of the capitalists.
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Since the restrictions placed by the state on capitalist
industry and commerce clashed with the narrow interest
of the profit-seeking bourgeoisie, there were naturally
many capitalists who raised objections to these restric
tions Or violated them. The struggle between restriction
and counter-restriction was the main fonn of class
struggle within the country for a certain perioa. Such
struggle was most clearly manifested during the cam
paign in 1950 to stabilize commodity prices and in the
wu fan movement in 1952. With a view to smashing
the resistance of the bourgeoisie, an acute struggle was
waged against those few capitalists who persisted in their
unlawful activities and, through the struggle they were
isolated from the masses of the people as well as from
other members of their class. The method adopted to
wards the great majority of the capitalists who were
willing to abide by the policies, laws and decrees of the
state was to educate them and unite with them, so as
to facilitate the further transformation of capitalist in
dustry and commerce.
The policy of transforming capitalist industry and

commerce was to gradually change capitalist private
ownership of the means of production ̂ into socialist
ownership by the whole people, and capUalist economy
into socialist state economy. It is true that through the
measures of utilization and restriction the capitalist sector
was made to serve socialist construction to a certein ex
tent, but as long as the capitalist economic relations
remain unchanged, it was impossible to resolve the con
tradictions between the capitalist and socialist sectors
and those within the capitalist sector itself. That ex
plains why, along with the use and restriction of capital
ist industry and commerce, their socialist transformation
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had to be carried out step by step. Otherwise, the
measures of use and restriction would not have produced
full results.

The policy of use, restriction and transformation of
capitalist industry and commerce by the state was an
organic whole, its final aim being their socialist trans
formation. The view that "to use them first, then restrict
and finally transform them" was not Correct. As a mat
ter of fact, from the first day of the founding of the
People's Republic, the policy of using, restricting cind
transforming has been a unified whole, though the em
phasis was different at different times.
The socialist transformation of the capitalist sector

was carried out in accordance with the law that the pro
duction relations must be suited to the nature of the
productive forces. The contradiction between the cap
italist ownership of the means of production and the
productive forces of society sharpened with the growth
of the socialist sector of the economy. Since capitalist
enterprises could not compete favourably with state
enterprises in raising labour productivity, lowering pro
duction costs, and improving the quality of the products,
many of them encountered a number of difficulties in
production and sonle even became paralysed. Further
more, the contradiction between" the workers and capital
ists could never be resolved within the capitalist sector
itself. All these things showed that capitalist economic
relations had become an obstacle to the development of
the productive forces and had to be replaced by new,
socialist production relations.
In the transition period the socialist transformation of

capitalist industry and commerce was accomplished in
two steps. The first was transforming the capitalist
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into the state-capitalist sector, and the second was trans
forming the state-capitalist into the socialist sector. To
bring about the socialist transformation by peaceful
means via state capitalism, a policy of gradually buying
out the means of production owned by the bourgeoisie
was adopted. Under certain historical conditions, the
adoption of this policy is advantageous to the proletariat.
Both Marx and Engels pointed out many years ago that
it would be most expedient for the working class to buy
out from the bourgeoisie all its properties and nationalize
them. Lenin said in 1918 in his "Left-Wing Childish
ness and Petty-Bourgeois Mentality" that after . the
seizure of state power the proletariat should, under cer
tain conditions, adopt two methods of work. He said:

... It will become clear that we can and ought to
employ two methods simultaneously, i.e. the ruthless
suppression of the uncultured capitalists, who refuse
to have anything to do with "state capitalism or to
consider any form of compromise, and who continue
by means of profiteering; by bribing the poor peas
antry, etc., to hinder the application of the measures
taken by the Soviets, with the method of compromise,
or buying off the cultured capitalists, who agree with
state capitalism, who are capable of putting it into
practice and who are useftil to the proletariat as clever
and experienced organizers of the largest types of
enterprises, which supply commodities to tens of mil
lions of people.^

The policy of buying off adopted in China was a con
crete application of the fundamental principle of

IV. I. Leiiin, Selected Works, English edition. International Pub
lishers, New York, 1943, Vol. VU, pp. 369-370.
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Marxism-Leninism, which was in turn enriched and
developed lay being applied to China's specific conditions.
Buying off-is different from purchasing. This is be

cause the means of production owned by the capitalists
are nothing but capitalized surplus value, an accumula
tion of the workers' unpaid labour. The policy of buying
off adopted by the Party and government is politically
a consideration given by the working class to its revolu
tionary ally, a price paid to achieve a peaceful chsmge.
Economically, capitalist production always aims at secur
ing profits. Since capitalism was allowed to go on exist
ing in China for a certain period of time and an effort
was made to bring about its peaceful transition, it had
to be allowed to take a portion of the surplus value. The
price to be paid was, therefore, not determined by the
value of the means of production but by the progress
and requirements of socialist transformation. Before the
change-over of private enterprises to joint state-private
management by whole trades, buying off took the form
of distribution of profits. The price tlien received by
the capitalists was based, by and large, on the condition
of production and the management of an enterprise con
cerned. If an enterprise produced more and was better
managed, the capitalists obtained more profit. If not,
they received less. After the change-over of private
enterprises to joint state-private management by whole
trades, buying off took the form of paying a fixed in
terest on shares to the capitalists and rhaking proper
arrangements for their work. At this stage of trans
formation, this form of buying off helped the capitalists ,
to tide over differences that might arise in their living
standards when they were changing from exploiters into
working people. It enabled them to have a feeling of
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security and to accept socialist transformation more
readily.

The socialist transformation of capitalist industry and
commerce in China was not accomplished merely by
paying a price for its peaceful and orderly conversion.
It was accompanied by the simultaneous remoulding of
the capitalists themselves, so that they were able to
gradually change from exploiters into working people
earning their own living. The "dual transformation" of
the enterprises and the capitalists helped to weaken the
resistance put up by the moribund forces of the bour
geoisie against the socialist revolution and promoted the
speedy completion of the socialist transformation. At
the same time the national bourgeoisie of China was a

, class in which there were more intellectuals and special
ists with a knowledge of modem science and certain
productive techniques and experience of management
and administration. When these people were persuaded
to accept socialist remoulding instead of putting up
resistance they placed their knowledge and experience
at the service of socialism. Naturally, the method of per
suasion and education was also a form of class struggle
so far as class relations were concerned. But such a
struggle was based on a desire for attaining unity, for
helping the capitalists to accept peaceful transformation
without too much reluctance. It depended mainly upon
reasoning. It was only when a few of them openly
violated or opposed the policies, laws and decrees of the
government that supplementary measures, such as ad
ministrative and legal action, had to be taken.
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2. The Elementary Forms of State Capitalism

state Capitalism in the Transition Period. State
capitalism was the form through which the socialist
transformation of capitalist industry and commerce was
carried out during the transition period.
State capitalism is not an independent economic form.

Its nature and function vary with the political and eco
nomic conditions of the whole society. There is state
capitalism under a capitalist system and state capitalism
under a proletarian dictatorship.

State capitalism in a capitalist country exists under
the direct control of the bourgeois state, in the form of
state-established monopolies or nationalized enterprises.
It serves the interests of the monopoly-capitalists and is
basically no different from private capitalism.- The dif
ference, if any, is that it is owned not by a single capital
ist or a group of capitalists, but by the bourgeoisie as a
whole. In his AnU-Duhring, Engels said:

The modern state, whatever its form, is an essen
tially capitalist machine; it is the state of the capital
ists, the ideal aggregate capitalist. The more produc
tive forces it takes over, the more does it become "a
real aggregate capitalist, the more citizens does it
exploit. The workers remain wage earners, pro
letarians. The capitalist relationship is not abolished;
it is rather pushed to an extreme.^

The modern revisionists are only apologists for mori
bund capitalism, spreading illusions and trying to lure

^F. Engels, At^H-Duhring, Foreign Languages Publishing House,
Moscow, 1947, p. 414.
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the working class away from the revolutionary path,
when they try to disguise the state capitalism of capitalist
countries in the beautiful mask of "socialism" and repeat
the reformist "theory" of the British Labour Party.

State capitalism under proletarian dictatorship is an-
entirely different matter. Lenin said:

In a capitalist state, state capitalism is recognized by
the state and is controlled by it for the benefit of the
bourgeoisie, and in opposition to the interest of the
proletariat. In the proletarian state, the same thing
is done for the benefit of the working class for the
purpose of withstanding the as yet strong bourgeoisie
and of fighting it.^

Although the capitalists still exploited the workers in
this type of state-capitalist enterprise, they can no longer
squeeze them at their will as in the past, nor can they
hunt freely for high profits. They must meet the
demands of the state and society as a whole in their
production and in the operation of their business. This
type of state capitalism is one whiA can be restricted
by the proletarian state in the interests of building
socialism. It is just as Lenin said:

State capitalism is capitalism which we shall be able
to restrict, the limits of which we shall be able to fix.
This state capitalism is connected with the state, .arid
the- state is the workers.®

Following the victory of the people's democratic rev
olution in China, people's democratic state power was

ly. I. Lenin, Selected Works, Lawrence and Wishart, London,'
1946, Vol. 9, p. 238.

sy. I. Lenin, Selected Works in Ttro Volumes, Foreign Lan
guages Publishing House, Moscow, 1952, Vol. II, Part 2, p. 644.
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set up. This state power was a special form of pro
letarian dictatorship with a powerful socialist state sector
of the economy as its base, and because of this, state
capitalism in China's transition period was, just as Lenin
said, state capitalism under proletarian dictatorship. The
purpose of directing capitalist industry and commerce
into the channels of state capitalism was to better utilize
their positive sides which are beneficial to the national
welfare and the people's needs and restrict their nega
tive sides which are not so beneficial, and to gradually
change the economic relations of capitalism and even
tually replace capitalist ownership of the means of pro
duction with ownership Ijy the whole people.
When the capitalist sector was diverted into state

capitalism, fairly permanent connections were estab
lished between it and the socialist state sector through
various forms of a more or less socialist nature. Accord
ing to- the degree of such connections and the growth of
socialist elements, state capitalism in China may be
divided into two forms — the elementary and the
advanced.

The Formation and Development of the Elementary
Forms of State Capitalism. The elementary state-
capitalist enterprises were still privately managed by the
capitalists. Connections of one kind or another were
established only by contracts with the socialist state
sector outside the enterprises.
In industry, the elementary forms of state capitalism

consisted mainly of the private enterprises processing
goods for the state, accepting state orders, and the state
purchasing and marketing their entire output.

Processing of goods: State commerce (or other state
enterprises or government offices) through a contract sup-
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plied a private factory with raw materials or semi
finished products for processing goods according to speci
fications, quality, quantity and within a specified time.
The private factory delivered the finished products to
the state enterprises and received a sum for processing
charges, which covered wages and other costs of produc
tion, the'business tax for the products processed and a
reasonable profit.

Manufacturing of goods: State commerce (or- other
state enterprises or government offices) through a con
tract placed orders with a private factory which delivered
goods according to specifications, quality, quantity and
within a specified time. The private factory received
a price for the goods, which covered reasonable cost,
the state tax for the products, and a reasonable profit.
If necessary, state commerce might pay a part of the
price for the goods in advance as a deposit or supply
part of the raw materials.
The planned purchase by the state of the entire output

of private enterprises: According to the needs of society,
the state appointed certain state commercial establish
ments to make planned purchases of certain import^t
products which were essential to the national welfare
and the people's needs on a long-term basis and at ap
propriate prices. For the private factories, such pur
chasing generally took the forms of processing goods or
accepting orders. The difference was that, in the latter
case, the capitalist enterprises, after fulfilling the state
orders, could produce the same commodities with their
own raw materials and sell them on the market, while
in the case of planned purchasing by the state, they were
not allowed to sell the commodities themselves.
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The planned marketing by the state of all finished
products of private enterprises: The private factories
sold their entire output of certain products to the state
enterprise by contract according to specifications and
quality, and at reasonable prices and within a specified
period of time. State marketing also took the form of
processing goods for the state, or accepting orders from
it, or similar forms. The difference was that the private
factories were, in general, not allowed to sell their prod
ucts elsewhere because they were marketed by the
state enterprises exclusively. State purchasing of the
entire output of the private enterprises was laid down
by the law of the state, while state marketing was a
voluntary bond between state enterprises and tlie private
factories concerned. " • '
In addition to the above mentioned, another form of

state purchasing was adopted immediately after libera
tion before the processing of goods for the state and
accepting orders from it were extensively , developed.
Under this form state commerce made provisional or
regular purchases of certain products from private fac
tories and paid a reasonable price according to the speci
fications, the quality and quantity of the products. This
was a makeshift arrangement and a more elementary
foiro of state capitalism. •
In commerce, the elementary forms of state capitalism

consisted of making private enterprises retail distributors
or commission agents of the state.
Making private enterprises retail distributors: State

commerce entrusted the private retail stores to sell its
commodities. The stores purchased stock from state
commerce with cash according to plan and sold it at the
retail prices prescribed by the state enterprises. They
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obtained a profit from the difference between the whole
sale and retail prices. The commodities sold by them
were generally those completely or largely controlled
by the state. The retail distributors made no purchases
of the same kind of goods for stock from the free market.
Making private enterprises commission agents: State

commerce entrusted the private retail stores to sell those
commodities completely or largely controlled by the state.
After selling the commodities at prices prescribed by
state commerce, the stores turned over the entire
proceeds to it and received a certain amount of commis
sion, including commercial' profit. Private enterprises
acting as commission agents had to deposit a certain sum
as security with the state. They were not allowed to
purchase from the free market those commodities which
they handled for the state on a commission basis.
In industry, the elementary form of state capitalism

appeared very early. In the early period after liberation,
the state established connections with private industrial
enterprises through placing orders for the processing and
manufacturing of goods and purchasing their products.
This was done to help capitalist industry restore produc
tion, to enable the state to control the products*of private
industry in order to facilitate the commodity exchange
between town and country and to consolidate the
economic basis of the worker-peasant alliance. In 1949
the value of the products processed and manufactured
by capitalist industries for the state was 12 per cent of
their gross output value. The figure rose to 29 per cent
in 1950, 43 per cent in 1951 and 56 per cent in 1952.
After the vm jan movement in 1952, all or nearly all the
principal branches of the capitalist industrial enterprises
were placed within the orbit of state capitalism.
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According to the requirements of the Party's general
line in the transition period, the state began to expand
the scope of orders for processed and manufactured goods
in a planned and systematic way from the second half
of 1953 — from the principal to the ordinary trades, from
large to small factories and from the large and medium-
sized cities to small cities. The amount purchased by
the state as a msikeshift arrangement practised from the
early years of liberation was continually reduced, while
the number of orders given for processed and manufac
tured goods, especially state purchasing and marketing
of all products of private enterprises was continually ex
panded. The proportion of the- value of the products
processed or manufactured by the private factories, or
exclusively purchased and marketed by the state in the
gross output value of all capitalist industries was 62'per
cent in 1953, 79 per cent in 1954 and 82 per cent in 1955.
The proportion of the value of the products purchased
by the state as a makeshift arrangement in the gross
output value of capitalist industry dropped from 7.4 per
cent in 1952 to 5.7 per cent in 1953, 3.7 per cent in
1954" and 4.6 per cent in 1955. The principal products
of the cotton textile, weaving and dyeing industries and
such products as cement and rubber tires were all sys
tematically purchased and marketed by the state. Many
of the. principal daily necessities were also marketed by
the state.

As the amount and scope of state orders for, processed
and manufactured goods increased, the control and super
vision over the private indxastries was strengthened. In
1953 and 1954, the large and medium-sized cities all drew
up control regulations for placing orders for processing
and manufacturing goods. Under the unified leadership



193

of the local Party committees, the governmental depart
ments, state enterprises and the trade'union organiza
tions concerned, co-ordinated and unified measures to
strengthen state control over processing and manufac
turing goods, unfolded a movement in the private enter
prises for increasing production and practising economy
and strengthened supervision by the workers. To super
vise the fulfilling of the contracts, state representatives
were sent to some of the private enterprises which were
engaged in this business for the state.

State capitalism in commerce was in its embryonic
stage in the period of national economic rehabilitation.
It was widely developed only .after 1954. When the
planned purchase and marketing of grain was enforced
by the state at the end of 1953, the private grain stores
were turned into retail distributors or commission agents
for the state. The planned purchase and marketing of
cotton cloth and other goods which began in 1954 further
expanded the activities of private enterprises as retail
distributors and commission agents and excluded the
capitalists from the wholesale link of these commodities.
From 1953 the state began to replace private wholesale
trade with state commerce in a planned way, putting the
private wholesale merchants and their employees in state
commercial enterprises. The small wholesalers who
dealt in commodities of secondary importance were re
tained and allowed to do second-hand wholesale selling
for the state commercial enterprises as far as possible.
Allowing the second-hand wholesale distributors and
commission agents to act in this way, like the retail
distributors and commission agents, was one form of
state capitalism in the field of wholesale. In 1954, the
function of the private wholesalers was. practically all
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taken over by state commerce. The private retailers
had to depend on state commerce for the supply of stock.
As a result, state capitalism in the commercial field was
greatly expanded.
In 1953 and 1954 whe.n state capitalism began to

develop in this field, it was not retail distributors and
comjnission agents but those engaged in wholesale pur
chases and retail sales who appeared in large numbers.
They were like retail distributors but were not subjected
to strict state planning and control of prices. Some of
them did not make plans for their purchases of stock
nor did they have to sell the commodities at the prices
prescribed by the state. Besides making wholesale
purchases from state commerce, they were also able to
purchase the same commodities froha the' free market.
After the enforcement of the plemned purchase and
marketing of grain, edible, oil and cotton cloth according
to state plan, there was no longer a free market for these
commodities. The private retailers who had dealt in
these commodities were turned into retail distributors

or commission agents for the state by whole trades.
After this, retail distributors and commission agents for
the state, as the principal forms of state capitalism,
gradually replaced those engaged in wholesale purchases
and retail sales. As the function of the retail distributors

and commission agents developed, some higher forms of
state capitalism emerged. The specialized commission
agents, for instance, were those private merchants who
completely discontinued their own business. With all
their commodities belonging to the state, their sales plan
was completely controlled by the state.
In 1953, the volume of retail sales handled by the

state-capitalist commercial enterprises (including retail
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distributors, commission agents and those engaged in
wholesale purchases and retail sales) and co-operative
stores was only one per cent of the total retail sales
volume of private, state-capitalist and co-operative com
merce. It rose to 17 per cent in 1954 and 45 per cent
in 1955.

The Role of the Elementary Forms of State Capitalism
in the Socialist Transformation of the Capitalist Sector.

The elementary forms of state capitalism were funda
mentally capitalist in nature. The assets of the state-
capitalist enterprises were still the private property of
the capitalists and still used by them directly in the
spheres of production and exchange as fimctional capital
(that is, industrial or commercial capital), which in
creased its value in its turnover. These elementary
forms of state capitalism, however, had already estab
lished close connections with the socialist state sector.

These connections were made outside the enterprises
between the capitalist and state sectors, embodying the
leadership of the latter over the former.
The movement of industrial capital invariably- has to

pass three interwoven phases: In the first, money capital
is used to buy labour power and means of production;
in the second, the process of production begins; and in
the third, capital returns to the sphere of exchange in
the form of commodities. These different phases show
that the movement of industrial capital cannot be carried
out independently. It must rely on obtaining the neces
sary means of production, especially raw materials, and
a market for its products. For this reason, when the
socialist state enterprises controlled all or most of the
raw materials and the commodity market, the capitalist
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enterprises had to rely on the socialist state sector and
to accept state orders for the processing and manufactur
ing of goods together with the planned purchasing and
marketing by the state of all their products. Otherwise,
they would not have been able to continue production.
The elementary forms of state capitalism were a way to
control the first and last phases (mainly raw materials
and market) in order to handle the middle phase. By
this method the state enterprises were able to control
capital circulation, supervise the production process and
restrict the exploitation of surplus value and anarchy in
production. To achieve this, it was, of course, not enough
to rely only on the external connections between the
state and capitalist sectors, important as they were. Con
trol by state power from the top to the bottom and the
supervision by the masses of workers from the bottom
to the top were also necessary. This meant a twofold
measure in which economics were linked with politics.
To ensure voluntary acceptance of the elementary

forms of state capitalism by the private industrial and
commercial enterprises, the state also made sure that
they received a reasonable amount of profit, in addition
to taking the above-mentioned measures; otherwise they
would not have been willing to continue operation and
production. In fact, after the' capitalist industrial and
commercial enterprises had accepted state orders for
processing and manufacturing goods and acted as retail
distributors and commission agents for the state, their
legitimate profit was guaranteed though their exploita
tion of surplus value was restricted. This was an im
portant reason why the elementary forms of state
capitJilism were rapidly developed.
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In the elementary forms of state capitalism, the ex
ploitation of surplus value was mainly restricted in the
following ways:

First, from the point of view of production, the work
ers were wage-earners. The wages they received were
still a transmuted form of the value of labour. But as

the socialist state sector grew strong, the wage level and
working conditions of the state enterprises had a definite
influence upon the. capitalist enterprises. This, together
with the state policies of benefiting both labour and
capital and of labour protection and supervision by the
workers within the private enterprises, brought the
wages of the capitalist enterprises gradually close to
those operated by the state in quantity, although they
were still basically different in character. The capitalists
were no longer free to increase their exploitation of the
surplus value created by the workers by lengthening the
working day and increasing the intensity of labour. This
kind of restriction was applied to capitalist enterprises
in general which, however, were not as easy to control
and supervise as the state-capitalist enterprises.
* Secondly, in the elementary forms of state capitalism,

one of the factors which determined the amount of profit
to be taken by the capitalists was the amoimt paid by
the state for processing charges and the price of goods.
These were the central link through which the exploita
tion of surplus value in the capitalist industry was
restricted. They also formed the focal point of the
struggle of restriction and counter-restriction between
the working class and the bourgeoisie. If these were too
low, the capitalists would not be able to get any profit
and their enthusiasm for production would be adversely
affected. But if they were too high, the slate would not
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be able to prevent the capitalists from getting excessive
ly high profits. After the wu fan movement in 1952, in
order to encourage enthusiasm for production in the cap
italist industries, the state made the following provisions
concerning their profits: According to respective condi
tions and under normal and proper operation, private
factories were to receive an annual profit amounting to
about 10 per cent, 20 per cent or 30 per cent of their
capital. Some factories which turned out high-quality
products at low cost, therefore, could obtain- more
profits, and vice versa. This helped to encourage the
advanced, take care of the majority and push forward
the backward. At the same time it restricted the profits
of the capitalist enterprises within certain limits.

Thirdly, in the elementary forms of state capitalism,
the capitalists could no-longer appropriate all the net
earnings as profits, but received only a portion. The
amount of profit obtained by them .was determined by
the principle of the distribution of the net • earnings.
During the early days of the transition period, the net
earnings of capitalist enterprises were distributed accord
ing to the "Regulations Concerning the Private Enter
prises" which for the first time set a limit to the profit
to be taken by the capitalists. As the elementary forms
of state capitalism, such as the capitalist enterprises ac
cepting, state orders for processing and manufacturing
goods and acting as retail distributors and commission
agents for the state, were developed, and as the workers'
supervision was established, the method of "dividing the
profit into four parts" was introduced in 1953 to further
restrict the exploitation of surplus value. According to
this method, the earnings of the private enterprises
were divided roughly into four parts: Income tax, reserve



199

funds for the enterprise, workers' welfare funds and
profit for the capitalists (including dividends and bonus).
The portion for the capitalists was only a quarter of the
total net earnings.

The first of the four parts was the income tax. In
capitalist society, capitalists also turn over a portion of-
their profit to the state in the form of tax. Since the
capitalist state serves the interests' of the bourgeoisie,
this portion of surplus value is only changed from being
expropriated by a certain capitalist to being expropriated
by the bourgeoisie as a whole. In China the class nature
of the state is different. When, the capitalists turned
over a portion of their profit to the state in the form of
tax, this portion became the property of the whole peo
ple, to be used to satisfy the needs of the whole society.
This portion of value, in fact, no longer represented ex
ploitation of the workers by the capitalists. From the
point of view of distribution, the labour engaged in
producing this portion of value was no longer surplus
labour in the capitalist sense.
The portion of the net earnings of the private enter-'

prise set aside as the welfare ftmds was spent on the
collective welfare facilities for the workers and other
employees and used to reward the advanced ones among
them. It was to be eventually expended by themselves.
This portion of value likewise no longer represented the
exploitation of the workers by the capitalists. The
labour engaged in producing it was also no longer sur
plus value in the capitalist sense.
The reserve funds, * to be changed from surplus value

into capital, were still owned by the capitalists. The
function of this portion of value as capital was also
strictly restricted as the original capital was. The
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capitalists were not at liberty to withdraw it and spend
it for other purposes. In the process of the socialist
transformation, it was to be turned eventually into state
property together with the original capital. Here, the
change from surplus value to capital mainly created con
ditions, for developing the enterprises and expanded the
production of material goods to satisfy the needs of the
whole society rather than bringing more surplus value
to the capitalists.
In the distribution of the net earnings of the capitalist

enterprises, only the last portion which was paid to the
capitalists in the form of dividends and bonus was the
true surplus value created by surplvis labour in the
capitalist sense.

Fourthly, the activities of capitalist commerce were
completely confined to the sphere of exchange where,
by using its capital and wage-labour, it obtained com
mercial profit through the difference between the pur
chasing and marketing prices. The price policy of the
state had, therefore, a considerably greater effect on the
amount of its profit. For the two forms of state capital
ism — retail distributors and commission agents — the
net earnings of capitalist commerce were limited mainly
by the difference between the wholesale and retail prices
or the amount of commission. The net earnings of
capitalist commerce were also distributed according to
the principle of "dividing the net earnings into four
parts" as discussed above.
Of course, the state did not ignore the law of surplus

value when it restricted exploitation by the capitalist
enterprises. On the contrary, in enforcing the policy of
placing orders for processing and manufacturing goods
by the capitalist enterprises and the price policy, the
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state took into full accouht the fact that the exploitation
of surplus value is the objective law of capitalism.
Therefore, when deciding on the amount of processing
charges and prices to be paid by the state for the goods .
processed and manufactured by capitalist enterprises, the
state not only considered the production cost but also
allowed a necessary amoimt of profit for the capitalists
so that they might make some money. Those who
tolerate the unscrupulous profit-seeking sispect of cap
italist enterprises hesitate to impose restrictions upon
the exploitation of surplus value and let capitalism have
frOe scope will commit mistakes of Right opportunism.
On the other hand, those who allow the capitalists no
profit while capitalism is allowed to exist will commit
mistakes of "Left" adventurism, because their ideas did
not facilitate the development of production and ex
change, nor conform with the Party's policy of "buying
off" the capitalists.

Anarchy in capitalist production was also restricted in
the elementary forms of state capitalism. Through giv- ,
ing the private industrial enterprises orders for process
ing and manufacturing goods and getting' the private
commercial enterprises to act as retail distributors and
commission agents, the state could, to a certain extent,
direct the production and exchange of the capitalist
enterprises into the orbit of the state plan.
In the case of those capitalist enterprises which ac--

cepted state orders for manufacturing goods, the con
nection between them and the state remained outside

the production process, and at the exchange stage when
capital was turned from commodities into money. But
since this business relation was carried on when the
state sector led the capitalist sector and when state com-
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merce controlled the greater part of the commodity
market, the contracts for manufacturing goods inevitably
affected the production phase of capitalist enterprises,
forcing the capitalists to arrange their production accord
ing to the contracts. The contracts between the state
and the capitalist enterprises for manufacturing goods
reflected the demands of the national economic plan as
a whole. By making them arrange their production ac
cording to the contracts, the state could, to a certain
extent, bring it into the state plan. In the case of those
enterprises which accepted state orders for the processing
of goods, ̂ ince the connection between the state and
capitalist sectors covered the two exchange stages before
and after the production process, thus completely cutting
off the capitalist sector from the free market and making
it easier to place capitalist production within the state
plan. As a matter of fact, those capitalist enterprises
which accepted state orders for processing and manu
facturing goods had already lost their economic in
dependence, because with the raw materials and market
controlled by the state sector, they could not but rely on
the latter to^continue their production. Under these con
ditions, the state could convene production conferences
of all trades including both state and private factories
to give them production assignments in a unified manner,
emd enable them to carry out their production according
to the state plan.
To be able to accept state orders for processing and

manufacturing goods, many private factories organized
themselves to operate jointly so that they could have a
division of work and co-ordination among themselves
and establish close connections in production. In the
meantime, while fulfilling state orders for processing
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and manufacturing goods, some private factories estab
lished co-ordination in production directly with the state
industries.

The commodities produced by the capitalist industrial
enterprises which accepted state orders for processing
and manufacturing were turned over to state commerce
as soon as they were produced. State commerce sold
them to the consumers according to its plan for com
modity exchange. In the sphere of exchange, the cap
italist commercial enterprises acting as retail distributors
or. commission agents for the state also accepted the
control of the state over the quantity, variety smd direc
tion of exchange of the commodities they engaged to
sell.

The elementary forms of state capitalism also greatly
affected the allocation of labour power and means of
production to capitalist industry and commerce. Through
assigning tasks of production and operation, regulating
the price of goods, processing charges and thfe difference
between the wholesale and retail prices, the state, on
the basis of the needs of society, encouraged some trades
or enterprises, while restricting others. At the same
time, it weeded out those few trades and enterprises
which were not beneficial to the welfare of the cotmtry
and people.
From the above analyses it can- be seen that although

the elementary forms of state capitalism were still essen
tially capitalist in nature, their econopiic relations had
somewhat changed and they had some socialist factors.
, Although the workers in these enterprises still-remained
wage-labourers, their position had begun to change. A
part of the value produced by their labour was now
taken by the state and used for the needs of the whole
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socifety. By supervising,the fulfilling of contracts made
by the capitalists with the state sector, the workers were
already participating in the operation and management
of the enterprises in one way or another. Their en
thusiasm for labour, therefore, was increased.
For the reasons given above, the elementary forms of

state capitalism raised labour productivity, increased pro
duction and improved their management to a certain
extent, which proved their superiority over private enter
prises in general. In these forms the capitalist owner
ship of the means of production and method of manage
ment were generally preserved and there were no radical
changes in economic relations. They were accepted
fairly easily by the industrial and commercial capitalists.
In accepting state orders for processing and manufac
turing goods or acting as retail distributors or commis
sion agents for the state, capitalist enterprises were given
a full guarantee for the supply of raw materials, stock
of commodities and a market for their products and were
able to obtain a certain amount of profit according to
their contract. For this reason, most capitalists were
glad to establish such economic connections, through
which the state encouraged and brought into play their
initiative for production and operation.
Of course, the growth of the elementary forms of state

capitalism was not all smooth sailing. Complex struggles
had to be waged before the capitalist enterprises would
accept state orders for processing or manufacturing goods
or act as retail distributors or commission agents for the
state. The industrial and commercial capitalists often
asked to co-operate with the state when they were in
difficulties and then wanted to operate independently
when the market was brisk. They were ready to accept
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state orders for processing or manufacturing goods that
were difficult to dispose of, but wanted to' produce and
market by themselves those products that commanded
a ready sale. Quite a few of them continued their un
lawful activities such as doing shoddy work, using in
ferior material, substituting poor-quality articles for good
ones, etc. When the^ state sector steadily developed, its
leading position in the market was increasingly con
solidated, the ties between the capitalist sector and the
rural economy were gradually severed, the connections
between the capitalist enterprises themselves gradually
weakened, and the bulk of the raw materials and com
modities were controlled by state commerce, the capital
ist enterprises had no other choice but to accept state
capitalism.
The Contradictions in the Elementary Forms of State

Capitalism During Their Development. Since the
capitalist nature of the enterprises in the elementary
forms of state capitalism remained basically unchanged,
irresolvable contradictions existed.

In the first place, the contradiction between" the so
cialized character of production and capitalist private
ownership of the means of production remained. When
the capitalist enterprises were turned into the elemen
tary forms of state capitalism, their connections with the
free market were severed. This promoted the growth
of the productive forces, but at the same time the capit
alists were less keen to improve and expand their enter
prises when competition on the free market disappeared.
Many of them lost interest in production and were re
luctant to improve their management, which resulted in
a great amount of waste, poor-quaUty products, unneces
sary accumulation of raw materials and other serious
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irregulsirities. Since the profit for the capitalists, which
was included in the processing charges and price of
goods, was calculated in terms of the cost, the capitalists
were reluctant to cut down the cost, and sometimes even
raised it by deliberately wasting raw materials and pay
ing unwarranted increases in wages. Secondly, the
workers and capitalists were still in direct antagonistic
positions. As the leading class of the country, the work
ers had to supervise the capitalists according to the
terms of the contracts between the state and the capitalist
enterprises and see to it that they were fulfilled with
rejgard to the specified quality, quantity and time of
delivery. On the other hand, the workers were still
exploited wage-labourers. This inevitably dampened
their enthusiasm for production. Finally, the contradic
tion between the blindness and anarchy in capitalist pro
duction and the demand for planned and proportionate
development of the socialist economy was not basically
resolved. Blind competition and development between
enterprises could not be completely avoided in the
elementary forms of state capitalism, because the state
could not exercise direct control over them according
to plan and certainly could not make a comprehensive
plan for the distribution of the productive forces of the
capitalist sector as a whole.

When the socialist sector was not istrong enough and
the planned control of the national economy was con
fined' to some important economic branches only, the
state could, by different methods,, adjust the relations
between the state enterprises and private enterprises in
a general way according to the principle of "taking into
account both public and private interests." One of the
forms for making such adjustments and providing over-
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all arrangements for different trades was placing state
orders with the private enterprises for processing and
manufacturing goods and letting them act as retail dis-"
tributors or commission agents. This was good because
it enabled the production and operation of private in
dustry and commerce to play an auxiliary role to the
socialist sector and facilitated -the development of social
productive forces. However, the situation changed when
the state sector developed rapidly, and was accompanied
by a big rise in the technical level and labour pro-
dvictivity in the national economy. Then capitalist in
dustry and commerce obviously lagged behind the
state enterprises in the methods of management and
production techniques. For the sake of making over-aU
arrangements for and giving due consideration to the
capitalist enterprises, the state often had to compromise
to a certain degree with their low production quot^
"s^hen placing orders with them. Sometimes the state
had to reduce the production and operation of certain
state enterprises in order to maintain the backward
capitalist enterprises. This showed that capitalism was
becoming a serious obstacle to the development of the
social productive forces. In order to hasten the ex
pansion of the productive forces, it was necessary for
the capitalist enterprises to readjust their production
equipment, raise their .labour productivity, change their
various forms of management and carry out a reorganiza
tion of production and organic co-ordination between
enterprises and trades. To achieve'this, it was necessary
to push the socialist transformation of capitalist industry
and commerce further and turn the elementary forms
of state capitalism into advanced ones.
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3. The Advanced Form of State Capitalism

Joint state-private enterprises are the advanced form
of state capitalism in China. In the development of this
form there were two stages: the joint state-pirivate opera
tion of individual enterprises, and joint operation by
whole trades. The latter was the"- decisive step in the
socialist transformation of capitalist industry and corn-
merce..

The Birth and Development of Joint State-Private
Enterprises. In the first stage, a joint state-private enter
prise was one in which the state made an investment and
assigned personne;l to share in its management with the
capitalist owner. This form emerged soon after the Peo
ple's Republic of China was established. At (that time,
some of the private concerns had shares which belonged
to bureaucrat capitalists or properties belonging to Japan,
the enemy country, and its puppets. When these were
nationalized and converted into public shares, these
private enterprises came imder joint state-private opera
tion. In the meantime, a few capitalists who, had difficul
ties in operating their business or lacked funds for expan
sion applied for joint operation, as was the case of the
Yungll Chemical Company and Chiuta Company. After
the wu fan movement in 1952, more private concerns
requested that (their business be reorganized in. this way.
As public confidence in the private banks dwindled, their
business of granting credits and loans was gradually taken
over by the state banks which became centres for the
deposits, clearance, and credit transactions for (the whole
country. Under these circumstances there was no need

for the private banks to exist independently. In Decem-
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ber 1952, all private banks, except a few ovmed by over
seas Chinese, were merged to come under joint state-
private operation. In transportation, the Ming Sheng
Steamship Company and other fairly large concerns were
the first to change over to joint operation. Other private
shipping companies followed suit. In industry, some
capitalists had appropriated and utilized state property,
but by reaching agreement with the state they turned
back these property rights which were not rightly theirs.
Such property was turned into state shares in their
respective concerns. Some others, on their own initiative,-
requested that their concerns be changed over to joint
operation for the purpose of seeking more government
aid. As a whole, however, there were not many joint
state-private enterprises in this period. In 1949 there
were only 193 such enterprises with 100,000 or more
workers and other employees, their annual output value
being 220 million yuan. By 1953, the number increased
to a little over 1,000, with 270,000 workers and other
employees and an annual output value of 2,000 million
yuan.

From 1954 joint operation began to extend in a planned
way. Conditions for change were maturing in that year,

,  for in 1953, the Party's general line for the transition
period had been widely publicized, and the First'Five-
Year Plan was launched. The elementary forms of state
capitalism had been developed on a broad scale. A group
came forward from among the capitalists actively de
manding a change-over to joint operation. Finally, prac
tical experience had been gained in the joint operation of
some enterprises. In view of these conditions, in January
^ 1954, the Party and the government formulated the
policy of "consolidating the positions gained, expanding
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certain important points, setting examples, and intensify
ing the preparatory work." In September of the same
year, the State Council promulgated the "Provisional
Elegulations for the Joint State-Private Industrial Enter
prises." Under the correct leadership of the Party, a
large number of big private establishments changed over
to joint operation. At the end of 1954, the total number
of the joint state-private industrial enterprises in the
country exceeded 1,700 with more than 530,000 workers
and other employees and an annual output value of more

- than 5,000 million yuan, which constituted 33 per cent
of the total produced by the private and state-private
industrial enterprises. After the change-over of the
Im-ger concerns, the smaller establishments encountered
more difficulties. Being aware of the scattered suid back
ward character of Chinese capitalist industry and its
uneven development, the Party and the government,
in the first half of 1955, decided upon the poUcy of

"over-all arrangement and comprehensive planning, with
due consideration given to all parties concerned." To
carry out this policy, economic reorganization during the
change-over was brought about by applying the method
of "letting the larger and more advanced enterprises lead
the smaller and.backward ones," according to the various
conditions which prevailed among them. By the end of
1955, the number of jointly-operatefl industrial establish
ments had exceeded 3,000, with 780,000 workers and
other employees and an output value equivalent to 49.7
per cent of the total produced by the private and joint
state-private industrial enterprises. The salient fact con
cerning joint operation during this period was its gradual
development from large factories to small ones, from
large trades to small ones and from a few big cities to
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mediiun-sized and small ones throughout the country.
Petitions for the change-over came from many factories
collectively; and in some cities the change-over was
effected by whole trades. This created conditions for
the realization of joint state-private operation by whole
trades oh a nationwide scale and for the high tide in the
socialist transformation of industry and commerce.

Joint operation is a transitional form by which the
capitalist ownership of the means of production is changed
to ownership by the whole people. In this process sharp
and complicated struggles between th,e working class
and bourgeoisie could not be avoided. Some capitalists
were against joint operation. Others, seeing the general
trend of events, expressed readiness to accept it but were
really reluctant to hand over the management qf their
enterprises to the state. Still others attempted to share
management with the state for private ends, making use
of the state funds and • favourable conations to expand
their own personal influence. Over matters of property
reappraisal and accepting assignments of work, some
capitalists were very sharp and calculating, putting their
own interests first at the expense of the state. ̂  The Party
and the government showed great patience towards those
who were reluctant-to accept joint operation. Towards
the enterprises where the capitalists were co-operative,
fair and reasonable policies were adopted and proper pro
visions were made for them and th?ir agents, in addition
to the work of persuasion and education which was car
ried out among them. Thanks to all these measures and
with the unremitting support of the workers, the capital
ists' opposition was overcome.

The Role of the J6int State-Private Operation of In
dividual Enterprises in the Socialist Transformation of
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the Capitalist Sector. During the stage of the joint opera
tion of individual enterprises, after taking an inventory
and making a reappraisal, the assets of the capitalists
were turned into private shares and the investment made
by the state became state shares. Through such a meas
ure, the means of production were turned from capital
ists' private ownership into joint ownership by them and
the state. The state also assigned its representatives to
take- part in the management and give leadership. The
capitalists and their agents who previously had been in
responsible positions received appointments from the
government to participate in the management, but they
no longer played a dominant role, because they had to
follow the leadership of the state. On matters involying
state-private relations, they consulted with the repre
sentatives. of the state shares in their capacity as
capitalists.
In a joint enterprise, both the original capital (private

shares) and the investment of the state (state shares) were
used for production, and dividends were distributed out
of the profit according to the proportion of the shares
held by each. The property of the capitalists being in the
nature of capital, the dividends received by them actually
were still surplus value. On the other hand, since the
state shares were the property of the whole people, the
dividends distributed to the state were not surplus value
but socialist profit. Therefore, in a joint enterprise, two
different economic aims existed. The purpose of private
capital was basically to pursue surplus value, while that
of the state investment \yas to satisfy the needs of society.
However, as private capital and state investment were-
merged and as the state had virtually established its
leadership in the enterprise, the property of the capitalists
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lost its independent position though it remained capital.
Private capital was, therefore, subordinate to the state
plan to a very large degree and better utilized to' satisfy
the needs of society.
Along with the change in the ownership of the means

of production, the position of the working class in these
joint enterprises changed significantly also. As a part
of the property of the enterprise was still owned by the
capitalists, the workers remained wage-labourers, at least
to some degree, since a part of their labour went into
the creation of surplus value for the capitalists. Never
theless they were to a large extent no longer wage-"
labourers. They worked chiefly to fulfil the state plan,
doing their share in creating socialist profit for the state,
because a part of the property of the enterprise belonged
-to the state which actually had control of the business,
and the enterprise was engaged mainly in the fulfilment
of the state plan.
The profit of a joint enterprise was distributed accord

ing to the principle of "dividing profit in four parts."
That portion, paid in dividends and bonus was divided
proportionately between the state and private shares.

■ The capitalists' share of the profit diminished, and in the
meantime, owing to the change of ownership of the means
of production, the character of the portion for the reserve
funds had also changed, the funds then serving the ex
pansion of socialist production more extensively.
The socialist sector of the economy penetrated deeply

into the joint enterprises, and took a commanding posi
tion. This enabled the state to control not only the
supply of their raw materials and the marketing of their
products, but also their whole production and exchange
process, facilitating the inclusion of production and
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marketing in the state plan. These enterprises were
s6mi-socialist in nature, or as Lenin said, "three-fourths
of socialism." They were superior to the elementary
forms of state-capitalist enterprises accepting state orders
for processing and manufacturing goods or acting as dis
tributors or retail commission agents for the state.
One result of such a change in production relations in

the joint enterprises was the galvanizing of the workers'
enthusiasm, hence their potential forces for production
were more fully released. Further buttressed by invest
ments made by the state for expansion, labour productivity
was raised. According to statistics, labour productivity
in the joint state-private industrial enterprises rose by
214 per cent between 1950 and .1955 while that of the
private industrial enterprises increased only 58 per cent
during the same period. In 1955 labour productivity in
the joint enterprises was twice as high as that in the
private ones. '' Lenin said: "In the last analysis, pro
ductivity of labour is the most important, the principal
thing for the victory of the new social system."^ The
rise of productivity in the joint enterprises and the con
sequent expansion of production and higher profits and
other prosperous aspects gave further impetus to the
capitalist enterprises to change over to joint operation,
thus speeding the progress of socialist transformation of
capitalist industry and commerce.
Contradictions During the Development of the Joint

State-Private Operation of Individual Enterprises. The
joint operation brought about profound changes in capi
talist economic relationships. However, it did not eliminate
capitalist ownership of the means of production, and

'Lenin, Selected Works in Two Volumes, Foreign Languages
Publishing House, Moscow, 1952, Vol. II, Part 2, p. 231.
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within the joint enterprises, exploitation of surplus value
survived. A part of the profits was distributed accord
ing to the proportion of the state and private owners,
and when the profits grew, the capital^ts' share of bonus
and dividends was also" increased. This was detrimental
to state accumulation and the morale of the workers.
Furthermore, there were contradictions between the state ^
and the private interests, i.e. between the state and the
capitalists, on matters involving the operation an
management of the enterprises. As the state repr^enta-
tives were in leading positions in the enterprises,, it w^
possible to introduce the socialist method of operation in
place of the capitalist one, so that the business might
better serve the interests of socialist construction. How
ever, the capitalists had not completely relinquished
their ownership of the means of production, and their
profit was more or less directly connected with the
amount of the net earnings and with the question of
policy in the management. Therefore, when socialist
principles of management and operation were put into
effect, opposition from them was encoimtered. As a
matter of fact, capitalists in some joint industrial enter
prises showed .their discontent on many occasions. They
attempted to vie for power in matters of personnel
appointment and in the taking of inventories to deter
mine the amount of shares. They tried to draw the em
ployees of higher ranks and the techmcal staff to their
side in an effort to isolate the representatives of the state;
or to sow discord between the state and the workers and
other employees and between the cadres to obstruct the
transformation of the enterprises. Some capitalists even
piu-sued private ends at the «ipense of public interest
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engaged in speculative and other unlawful activities
in the name of the joint enterprises.
At this stage of development, contradictions existed

also between the joint and private enterprises. After
their change-over to joint operation, a few establishments
In every trade improved their business and raised their
labour productivity under the direct leadership of the
state. On accoimt of their rapid growth, the majority,
which had not changed over, encountered more difficul
ties than ever, before. The establishments which had
earlier come under joint operation w^e mostly superior
In scale, finance, equipment and management to those
which remained in private hands; this made it particularly
difficult for the latter to carry on. This problem con
cerned not only the production and the livelihood of the
workers and other employees in some private industrial
enterprises but also the relations between the state and
these enterprises. In order to resolve such contradictions,
the government followed the policy of "over-all arrange
ment and comprehensive planning with due consideration
given to all parties concerned" and began to make pro
duction plans on a trade-wide basis. But, although a lot
of work was done in merging and reorganizing the enter
prises, it was impossible to .carry this out on a large scale
bemuse it was often handicapped by the capitalist owner
ship of the means of production. The development of
the situation, therefore, demanded that the capitalist in
dustrial and commercial enterprises be changed over to
joint state-private operation by whole trades and that a
system of paying fixed interest to the capitalists be
introduced.

The Upsurge in. the Socialist Transformation of Capital
ist Industry and Commerce and the Realization of Joint
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State-Private Operation by Whole Tllades. In the latter
half of 1955, following the nationwide upsurge of agricul
tural co-operation, the socialist transformation of capital
ist industry and commerce also developed to a new stage.
In the first quarter of 1956, the high tide of joint opera
tion by whole trades swept the entire coimtry. At the
end of the same year, the joint state-private industrial
enterprises, of which a few small factories later joined
the handicrafts co-operatives, constituted 99 per cent of
the capitalist industrial establishments and of their work
ers and other employees at the beginning of the year,
and 99.6 per cent of their gross output value. Be^des,
over 48,000 individual handicraftsmen's households were
merged into joint enterprises. In the year 1956, 112,000
private industrial establishments, with 1,200,000 workers
and other employees, changed over to jomt state-private
operation. In the same year 400,000 private commercial
establishments changed over to joint operation and over
1,440,000 were converted into co-operatives.
This upsurge in the socialist transformation of capitalist

industry and commerce was not at all fortuitous, but a
necessary outcome of the development of the socialist
revolution and socialist construction in China.

In the first place, with the progress made in the planned
construction of the national economy, the growth of the
socialist sector, and the intensification of socicilist trans
formation, the contradictions between the capitalist and
socialist sectors, and within the capitalist sector itself,
became more obvious, as was the decadent nature and
backwardness of capitalism. In 1954 some of the private
industrial and commercial enterprises «icountered dif
ficulties in production and marketing while many had to
suspend operation partially or. completely and found it
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difficult to carry on. In 1955 the government gave them
powerful aid by increasing the orders for processing and
manufacturing goods and widening their activities as
retail distributors and commission agents for the state,
thus temporarily pulling them through the predicament.
But the basic contradictions remained unresolved. The
situation demanded that the socialist relations of pro
duction supersede the capitalist.
In the second place, the nationwide upsurge of agricul

tural co-operation in the latter half of 1955 indicated that
the 500 million peasants refused to go along the capitalist
road, and had turned the individual production of small
owners into collective production based on socialist
ownership. Thereafter, the alliance between the working
class and peasantry was further consolidated, and the
capitalist sector in the cities became more isolated. Thus,
the relative strength of classes in the country underwent
a profound change in favour of socialism to the disadvan
tage of capitalism. The great success of socialist trans
formation ih the countryside pushed the socialist trans
formation of capitalist industry and commerce on to a
higher stage.
In the third place, workers in capitalist enterprises,

guided and educated by the Party, became ever more
class conscious and better organized. They urgently
demanded a change in production relations so as to free
themselves from capitalist exploitation. The bourgeoisie,
too, had*had several years of experience uiider the per
suasive and enlightening education of the Party and the
government. In face of the amazing development in so
cialist construction and socialist revolution, many of them

.  came to realize that the socialist path had become a
general trend desired by all. When faced with such a
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reality, particularly the ever-mounting difficulties in
their own enterprises, the majority of them realized that
the change had to be made, whether they liked it or not,
and that the status quo could no longer be maintained.
However, their minds, dominated by narrow class in
terests, were filled wilJi conflicts and fears. They wor
ried about losing their economic gains and political status.
In November 1955, Chairman Mao Tse-tung invited a
group of representative capitalists to a discussion at which
he advised them to recognize clearly the laws of social
development and become masters of their own destiny,
so that they themselves could work towards a bright
future. He also pointed out to them that if they accepted
socialist transformation, the Party and the government
would continue to thoroughly implement the "buying
off" policy, make arrangements for each and every one
of them with regard to their political status and work,
and encourage them to change themselves from exploiters
into working people living by their own labour. Chair
man Mao's speech gave great encouragement, to the
capitalists of China and their feelings of insecurity were
to a large extent dissipated. Soon afterwards came the
nationwide upsurge in joint operation by whole trades.
In January 1956, the capitalists in Peking were the first
to send in their application to change over to joint opera
tion by whole trades. After this was approved by the
government, hundreds of thousands of private indus
trialists and businessmen,, workers and other employees
in their enterprises gathered on the Tienanmen Square
to celebrate the victory of socialist transformation. lu
Shanghai, Tientsin and other major cities the movement
for, joint operation by whole trades also grew rapidly*
Thus, a profound revolution in capitalist ownership of
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the means of production was practically completed in a
few months. To honour the occasion the capitalists held
festivals and celebrations everywhere.
The Joint Operation by Whole Trades Virtually Trans

formed Capitalist Enterprises into Socialist Ones. After
joint operation by whole trades was established, the
means of production which belonged to the capitalists
was placed at the disposal of the state to be utilized
under a imified plan. In the meantime, the state made
due arrangements with regard to the economic and po
litical status of the capitalists. The major measures were
the assessment of shares according to which a fixed
interest was to be paid to them and personnel arrange
ments for their work and positions in the enterprises.
In the assessment of shares the assets and liabilities of

a private enterprise were checked £ind reappraised to
determine the amount of private shares according to fair,
reasonable, and realistic principles. According to statis
tics, at the end of 1956, the total of private shares in the
joint state-private enterprises in the whole country
amounted to 2,400 million yuan, of which industrial shares
were 1,700 million yuan; the shares in the field of com
merce, catering, and personal service were 600 million
yuan, and in communications and transport 100 million
yuan.

Payment of fixed interest meant that the capitalists,
regardless of the profit or loss of the enterprise during
the entire period of joint operation, were to be paid in
terest on their shares at a fixed rate by the state (generally
5 per cent per annum). Payment of such interest, in
general, started from January 1, 1956. The total pay
ment is abouf 120 million yuan a year, and the recipients
number 1,140,000. '
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In personnel arrangement, all those formerly employed
by the capitalist enterprises were taken over by the state,
and then each was given work and a position appropriate
to his ability or special skill, or with due consideration.
of each special case. Up to the end of 1957, such pro
visions had been made for more than 810,000 people.
The joint operation by whole trades and the system of

the payment of fixed interest were important steps in
the socialist transformation of capitalist industry and
commerce. Now such measures have taken effect, the
m^ans of production of the capitalists which are com
pletely at the disposal of the state no longer play the role
of functional capital. After the amount of shares was
determined, the legal proprietary rights retained by the
capitalists only bring them regularly a fixed sum of in
terest for a certain period which has nothing to do with
the profit of the enterprise. That is to say, the capitalists'
right to own their property has been severed from their
right to use. it. This severance of the two rights is dif
ferent from the same phenomenon under capitalism. In
the latter case, the owners only entrust some other cap
italists to use their property for them. In China it was
an entirely different matter. The owner-capitalists did
not entrust the use of their property to others but to the
state which was under the leadership of the working
class. Once the state had the control of these assets, they
ceased to function as capital serving capitalism, but were
used by the state for production to serve socialism.
To the capitalists themselves, these assets may still

seem to have certain features of interest-earning capital,
for by giving up their right to use them, they obtain a
certain amoxmt of interest. However, interest-earning
capital always implies full repayment, while, in these
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joint-State private enterprises, the state will stop interest
payment after a definite period of time and turn these
assets (private shares) into state property. Private shares
are, therefore, not the same as interest-earning capital,
but a transitional form by which private capital is
changed into the property of the-whole people. The
realization of joint operation by whole trades, the calcula
tion of the proportion of stale and private shares in the
enterprises was then unnecessary, and the state only
had to provide a certain amount of funds to meet the
requirements of production and operation of some
enterprises.
The change of ownership of the means of production

has resulted in a change of positions of the" capitalists
and workers in the joint enterprises. In general, the
capitalists have turned over their means of production
to'the state. Except for the fix^ interest which they
draw, they have no more rights over their property.
Thus they no longer function as capitalists, but as govern
ment-appointed employees working in the enterprises. In
the meantime, the workers have freed themselves from
the position of wage-labourers. They maintain direct re
lationships with the state in production; their labour is
no longer a commodity and their wages are no longer a
form of labour value, since they are now remuneration
for their labour in the enterprise. Since the realization
of joint operation by whole trades, the workers in the
joint establishments, like those in state enterprises, have
taken part in management. Many outstanding workers
have been promoted to managerial or other leading posi
tions. This is a profoimd change in production relations.
Of course, since the capitalists are still" drawing fixed
interest from the state» they remain capitalists. A small
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part of the value created by tlie workers goes into their
hands in the form of interest on their shares. Hence the
capitalists' exploitation of workers has not been com
pletely and finally eliminated.
However, so that the socialist transformation of the

capitalist sector of the economy may proceed in a smooth
manner, the periodical fixed interest payments tO' the
capitalists are necessary. By such a measure, the
development of the productive forces is protected, and
social production is not disrupted in the course of
changing production relations. It also gives the capitalists
ample time to make adjustments before the nationaliza
tion of their enterprises takes place, so that they do not
fear any abrupt changes in their standard of living. This
helps the remoulding of their political views and ideology,
and is also helpful in gradually changing them from ex
ploiters into working people, living by their own labour.

According to the above analyses, we can see that in a
joint enterprise, there exists a dual relationship between
the capitalists and the workers. On the one hand, the
relationship of equality among colleagues prevails, but
on the other hand, the relationship between the exploit
ing and the exploited still survives. Such a relationship
and contradiction between classes will continue to eMst
for a rather long period of time. This, however, is not
the dominant thing. It is instead the socialist relation
ship which has become important. This is because after
the realization of joint operation by whole trades, the
capitalist economic relationship was mainly replaced by
that of socialism, and the joint state-private enterprises
became basically socialist in nature.
The-Economic Reorganization of the Joint State-Pri

vate Enterprises and Their Gradual Transition to State
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Enterprises. Although the state took direct control of
the joint enterprises after the change-over by whole
trades, and they became, therefore, little different from
state enterprises, yet their scattered, uneven and
irrational distribution which had existed under capital
ism was not changed all at once. Besides this, - the
management of these enterprises was not fully adapted
to the needs of the new form of ownership. Such a
situation naturally inhibited the expansion of the pro
ductive forces to a certain degree. In view of this, the
state unmediately started the economic reorganization
of these enterprises. Mergers^ the internal reorganiza
tion of industrial enterprises and the readjustment of the
trade networks were carried out according to the prin
ciple of "let the larger ztnd more advanced enterprises
lead the smaller and backward ones." Their equipment,
funds, technical and labour forces were redistributed
under a unified plan to meet the needs^ of the whole
country. Thus, the contradictions, which had existed be
tween the large, advanced enterprises and the small,
backward ones and which could not be easily resolved
before joint operation by whole trades, were then ba
sically overcome. The scattered, backward state of the
capitalist sector was gradually changed. -Division and
co-ordination of work between different enterprises and
trades in a socialist fashion replaced competition and
anarchy in production,. which were characteristic of
capitalism. In the meantime, within the enterprises,
variolas systems were reformed, socialist emulations pro
moted, and improvements made in management and in
business methods. As a result, socialist methods of man
agement took the place of the former capitalist ones.
Where necessary, some of the establishments were rebuilt
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or expanded, and some others merged or closed down. ,
After such reorganization and improvement, labour pro
ductivity rose noticeably. In 1956 the gross output value
of the jointly operated industrial enterprises was 32 per
cent more than in 1955. The volume of retail sales in
the joint state-private stores, co-op stores and co-op
groups increased by over 15 per cent in the same period.
A new atmosphere prevailed in management and pro
duction. Many factories improved the quality of their
products, added new varieties and reduced production
costs. Many retail stores also widened the range of their
goods and improved their ways and methods of selling.
In nearly all the joint enterprises, the Party gave more
effective leadership. Wage rates were readjusted step
by step; the working conditions of the workers and oth^
employees, their material well-being and cultural life
were improved. All these achievements fuUy proved
the superiority of joint operation by whole trades.

Naturally, the economic reorganization and reform. of
these enterprises could not be completed overnight. In
1956-57, the work was carried out according to the prin
ciple of "letting the majority of them maintain their
status quo while readjusting only a small number of
them." This readjustment was limited to within the
enterprises which had changed over to joint operation.
In 1958, however, after the socialist revolution scored a
victory on the political and ideological fronts and during
the big ieap forward in industrial and agricultiiral pro
duction throughout the country, economic reorganization
was undertaken on a much larger scale and more
thoroughly. All boundaries between enterprises, be
tween trades and between state, joint state-private and
co-operative enterprises were broken down. All plans'
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and readjustments were made under a imified scheme.
A number of the employees in commerce were transferred
to industry, many small trades merged with the large
ones, and many joint state-private enterprises merged
with state, enterprises (with the fixed interest and posi
tions of the capitalists retained). After the nationwide
establishment of the people's communes, many small
enterprises in the countryside became commime-operated.
Wage systems in the jbint state-private enterprises were
basically the.same as those in the state enterprises. In'
fact, these joint enterprises have become state enterprises
owned by the whole people, except for the fixed interest
paid by the state to the holders of private shares. The
changes in production relations provided favourable con
ditions for the expansion of the productive forces and
the big leap forward in production.

4. The Remoulding of the Capitalists

The Remoulding of the Capitalists as an Important
Task in China's Socialist Revolution. The socialist trans
formation of capitalist industry and commerce in. China
in the transition period involves the twofold task of
transforming capitalist enterprises and remoulding the
capitalists. Socialist transformation of the capitalist
sector of the economy is a special form of class struggle
in this country. It is inconceivable that the capitalists,
as a class, will voluntarily step down from the stage of
history. To enable them to accept socialist rmnoulding
not too reluctantly and change their deep-rooted bour
geois political viewpoint and way of life, it is necessary
to go through devious and complicated struggles both in
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the economic field and in political and ideological spheres.
These struggles generally take the form of peaceful re
moulding, that is, thx'ough persuasion and education. On
the one hand, the political and ideological remoulding
of the capitalists brings into play their positive side
which serves socialism and reduces their resistance to

socialist transformation; while, on the other hand, it
gradually changes them from exploiters into working
people living by their own labour.
The remoulding of the capitalists, being an important

task in the socialist revolution, must go hand in hand with
the transformation of their enterprises, that is, both the
enterprises and the men must be changed. Capitalist
ownership of the means of production is the material
basis of bourgeois ideology. No effective change can be
brought about in their Ideology without the transforma
tion of the enterprises. Conversely, since the capitalists
own capital, it will be difficult to realize the peaceful
transformation of their enterprises if they are not per
suaded through education to accept the policy of the
state. While this dual transformation should go hand
in hand, there may be a difference in emphasis at any
given period, either on the one or on the other, depending
on the prevailing conditions. For instance, before the
transformation of the enterprises is virtually completed,

the emphasis may be on changing the enterprises; after
that, it may be on remoulding the capitalists.
Remoulding the Capitalists While Transfoiming l^eir

Enterprises. The work of educating and remoulding .the
capitalists is subordinate to the task of the state in the
utilization, restriction and transformation of the capitalist
sector. Its content and methods vary with different
stag^. Firstly, during the rehabilitation of the national
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' economy, the education of the capitalists was aimed
mainly at strengthening their political opposition to im
perialism, feudalism and bureaucrat capitalism and
arousing their patriotic sentiment eind law-abiding spirit.
Such education helped them to accept the direction given
by the state led by the working class and follow the lead
of the socialist state sector of the economy, while being
guiding them to gradually take the road of state
capitalism.

Before the success of the democratic revolution, a
section of the national capitalists seriously entertained
the idea of a "middle line," which, however, went bank
rupt when the democratic revolution was completely
"won. Nevertheless, during the early period of transi
tion some capitalists were reluctant to sever their ties
completely with the feudal landlords and bureaucrat
capitalists. A greater number of them had illusions and'
fears regarding imperialism. They were afraid that im
perialism and the Kuomintang reactionaries noight come
back. Many did not believe that the Communist Party
and the People's Government were Capable of rehabilitat
ing and expanding the national economy. They hoped
to develop capitalism as a "rival" of the socialist state
sector, the leadership of which they were not ready ̂to
accept; still less were they ready to accept socialist re
moulding. Confronted with such a situation, the P^ty
and the People's Government carried out complicated
struggles and patiently \mdertbok their education.
During the period of economic rehabilitation, the great

war of resisting U.S. aggression and aiding Korea was
waged while land reform and the movement for sup
pressing coxmter-revolutionaries were lavuiched. All
these completely broke off the ties of the capitalists with
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the imperialists, feudal landlords and bureaucrat capital'-
ists. In the economic field, the speculative activity of
the capitalists was combated. Prices having been-suc
cessfully stabilized, a policy of readjusting industry and
commerce was enforced. The capitalists were encouraged
to engage in production and business under the direction
of the state sector and actively participate in the work
of rehabilitating the national economy. All this gave
them a deep and most realistic education. Under such
conditions, the Party and the gWrnment held various
conferences with them, organizing them to study the
policies and directives of the Party and the government.
These measures succeeded in gradually winning over the
majority and putting them on the right tra?k.
To be sure, the work of educating the capitalists did

not proceed smoothly. In this period as the socialist
sector of the economy rapidly grew, the capitalist sector
also developed to a certain extent. The struggle between
taking the socialist or capitalist roads became sharp. A
certain number of capitalists who had a strong desire
to develop capitalism resorted to unlawful means to obtain
high profits, which came to a climax in the campaign
against the "five evils" in 1951, in which the Party and
the government led the working people of the whole
country in launching a large-scale mass movement, i.e.

• the wu fan movement. This gave the capitalists a pro^-
fotmd education in patriotism and the observance of law.
They learned to know through practical experience the
tremendous strength of the working class. They now
understood that the leading position of the working class
and state sector was imassaUable and that the only way
out for them was to observe state policies and decrees
and to carry on production and their buainess in a le-
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gitimate manner. Changes in class alignments in the
country brought about the emergence of a group of pro
gressives among the capitalists. These progressives ex
pressed their readiness to accept socialist remoulding.
They were the persons who later played a leading role
in the socialist transformation of capitalist industry and
commerce.

' Secondly, in 1953, as planned large-scale socialist con
struction began, the socialist transformation of the cap^
italist sector also went ahead step by step acfcording to
plan. During this period, while the capitalists' education
in patriotism and the observance of law continued, they
were further educated in accepting socialist transforma
tion by being acquainted with the Party's general line
in the transition period, the Constitution of the People's
Republic of China, the First Five-Year Plan for the
Development of the National Economy, and so on.
The Party's announcement in 1953 of the general line

of the state during the transition period came as a big
shock to the capitalists. It spelt an end to their illusions
that the two sectors of economy — socialist and capitalist
— might exist side by side for a long time and that "the
New Democracy would live for ever." Before this an-
noxmcement, the struggle between the working class and
the capitalists had been mainly one between enforcing
and resisting restriction. After the announcement of the
general line, the question of abolishing capitalism and of
changing capitalist ownership, was put on the agenda.
The shock to the capitalists was quite natural. Neverthe
less, there was another side. The annoimcement of the
Party's general line together with the beginning of large-
scale planned socialist construction gave a tremendous
impetus to the working people throughout the country,
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inspiring their unlimited confidence and courage.' The
grand vistas opened up for socialist expansion also made
a significant impact upon the capitalists and made th^n
visualize the country's splendid future. The situation being
as it was, more and more of them, by systematically
studying the general line in the transition period, the
Constitution of the state and the First Five-Year Plan,
gradually' realized that socialist transfonnation was • an
irresistible current or what was called "the general trend
and the people's inclination." A section of the capitalists
began to express their earnest desire to accept socialist
remoulding.

The change-over from capitalist ownership to socialist,
ownership was effected step by step through the transi
tional forms of state capitalism. To the capitalists this
was a practical, education. In previous years, when they
had accepted government orders for processing and manu
facturing goods, and acted as retail distributors or com
mission agents for the state, they had, quite unconsciously,
taken the first step in socialist transformation. From
practical experience they came to appreciate the benefits
of carrying on production and "business under the leader
ship of the state sector and according to state plan. The
flourishing of^ those enterprises which had "earlier changed
over from private to joint state-private operation
furnished an attractive example, encouraging them to
take a further step in accepting socialist transformation.
In the course of joint state-private operation the state
gave suitable work to those capitalists and staff members
who had formerly been employed in the enterprises, be
sides paying dividends and bonus to all capitalists, thus
helping them to maintain their living standards. Many-
sided education and careful consideration of their in-
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terests brought good results. In 1956, influenced by the
nationwide upsurge in socialist transformation and
spurred on by the workers in private enterprises, the
capitalists throughout the country requested that their
enterprises be changed over to joint state-private opera
tion — not one enterprise after another, but all together
trade by trade.

Thirdly, after the completion of the change-over to
joint state-private operation by whole trades, capitalist
ownership of the means of production was, virtually
brought to an end. Consequently, a capitalist standpoint
became out of date and reactionary. So, the emphasis in
the programme of the Party and the government for the
education of the capitalists since has been to help them
abandon such a standpoint completely and become work
ing people living by their own labour. This task is even
more difficult. Since then, however, certain favourable
conditions have prevailed. After the virtual completion
of the change-over, for instance, class alignments in the
country have radically changed; the national bourgeoisie
has lost its economic base and serious splits have occurred
.in its own ranks. The progress in socialist transformation
in the past few years has brought about great changes
in social concepts and practices. Labour is to be looked
upon as an honourable occupation and living by exploit
ing others as a disgrace. By far the greater number of
the sons and daughters of the capitalists were determined
to live by their own labour as working people after educa
tion by the Party. They refused to inherit the property
of their fathers or elder brothers as this would give them
the xmenviable title of "capitalists." Feeling more and
more isolated, an increasing number of capitalists ex-
^ressed their willingness to accept socialist remoulding.
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In the enterprises where they, in the capacity of state
employees, "began to work regularly with the cadres
delegated by the government, their relations with the
working class began to change. These new things pror
vided favourable conditions for their education and
remoulding.

In the light of such conditions, the Party and the gov
ernment decided to make practical work in the enterprises
the principal way in which the capitalists could be
educated ' and remoulded. The specific measures in
cluded: (1) Improving the relationship between the state
representatives, the workers,and those representing the
capitalist side as co-workers in the joint state-private
enterprises, so that the latter could discharge their duties
under the leadership of the state representatives and
pla^ an active role; (2) Organizing courses for extensive
study of political theories for the capitalists on a volun
tary principle — education in socialist ideology conducted
through short-term classes, spare-time schools of political
study, and so on; (3) Organizing those representing the
capitalist side to join in the socialist emulation campaigns
of the workers and other employees, encouraging them
to change, through practical experience, their habit of
putting their own interests first; to learn how to serve
the people and socialism, emulating the great collective
and selfless spirit of the working class.
The Effects of the Rectification Campaign and Anti-

Rightist Struggle on the Remoulding of the Capitalists.
In 1956 a decisive victory was achieved for socialist rev
olution on the economic front. But the principal .con
tradiction in the country—that between the working
class and the bourgeoisie and that between taking the
socialist or capitalist road was not finally resolved.
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The contradiction between socialism and capitalism was
generally expressed in the political rather than in eco
nomic aspects. The principal content of class struggle
then became a political and ideological struggle.
\ In 1956, taking advantage of the "Hungarian events,"
international imperialism launched an anti-Soviet and
anti-Commimist campaign. An anti-socialist wave was
also rising among the Chinese bourgeoisie. By the
spring of 1957 the activiti^ of the bourgeois Rightists
reached a point of frenzy. Under cover of the Party's
rectification campaign, they made an attempt to restore
capitalism by staging a replica of the "Hungarian events"
in China. Among the capitalists there were some
Rightists who did their best to discredit .socialism and
the working class while extolling capitalism and the bour
geoisie. They alleged that the bourgeoisie no longer had
a dual character but only a positive side and that "fixed
interest was no exploitation." They demanded that the
state representatives be withdrawn from the joint enter
prises and that the fixed interest be paid for twenty years,
while opposing ideological remoulding. Actually, on
account of their anti-Communist and anti-socialist
character, the bourgeois Rightists degenerated into reac
tionaries and became agents for imperialism and the
Kuomintang reactionary clique.
These bourgeois Rightists were, after all, merely a

handful of reactionaries who opposed the Communist
Party and socialism. They , were doomed to failure in
their vain attempt to contend with the people of the whole
country under the leadership of the Communist Party.
After the anti-Rightist struggle began in full force, the
Party actively led the working people and the capitalists
in this nationwide struggle, smashing the Rightists'
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attacks, exposing their true reactionary face and com
pletely isolating them. They had to bow before the peo
ple; admitting their wrongdoing. The Party and tiie
government sternly criticized the bourgeois Rightists
ideologically while treating them leniently in administra
tive discipline to afford them an opportumty to^ correct
and reform themselves. To the national capitalists this
struggle y/as a most profound education. The great
majority of the hitherto middle-of-the-roaders were able
to raise their understanding and came to realize that it
was "no good" to be Rightists, or to take the capitalist
road and oppose the Communist Party and socialism. At
the same time the ranks of the Leftists supiwrting so
cialism and the Communist Party's leadership fvirther
swelled.

On the basis of success in the anti-Rightist struggle,
while a rectification campaign was going on among the
government functionaries and worl^g people, the cap
italists also conducted a rectification campaign apiopg
themselves. Its aim was to eradicate the capitalist
standpoint and establish a socialist one through educa
tion and remoulding. During this campaign the cap
italists carried out self-examination bas^ on the six
criteria of judging whether words and actions were right
or wrong as discussed by Mao Tse-tung in his book
On the C&rrect Handling of Contradictions Among the
people. Through various forms, such as a full and frank
airing of views, great debates and "giving your heart to
the Party," a movement for self-criticism and self-
remoulding took place among them. ■
The majority of the capitalists saw from the rectifica

tion campaign that they did have a dual character and.
that it was really necessary for them to accept socialist
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remoulding politically and ideologically. They learned
that under conditions prevailing in China the only way
out was for them to become honourable socialist working
people after complete remoulding. Many of them
changed their political outlook to a greater or less degree.
During the great leap forward in industrial and agricul
tural production in 1958, a good number of them became
-more or less active. Then, the Party brought forward
a policy of encouraging the capitalists to energetically
serve the cause of socialism and remould themselves by
taking part in the great movement for socialist construc
tion. The Party guided the initiative they had shown
during the rectification campaign in the direction of
serving socialism, encouraging them to do their share in
technological reforms and in the movement for increasing
production and practising economy, so that through
.practical experience they might continue their political
and ideological remoulding. Significant achievements
have been registered in the work of remoulding the cap
italists. This task, however, is not completed and it will
still take' a long time to abolish the capitalist class
through a complicated struggle.
China is still in the period of transition froni capitalism ~

to socialism. Classes still exist. The transformation of
the old system of social economy has been virtually but
not yet completely achieved. The capitalists still draw
fixed interest. In the countryside there are still some
privately owned means of production and markets for.
private activities. The force of bourgeois and petty-
bourgeois habits will take a long time to eradicate. The
time for the complete remoulding of the landlords, rich
peasants, counter-revolutionaries, bad characters and
Rightists is still far off. Bourgeois reactionary ideas and
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political activities in town and country have not yet been
thoroughly uprooted though they were dealt a decisive
blow during the rectification campaign and Mti-Rightot
struggle in 1957. These reactionary ideas and political
activities stUl find a market among a section of the well-
to-do middle peasants and intellectuals. Whenever the
opportimity presents itself, these people will make trouble.
It is, therefore, necessary to continue learning and obey
ing the laws of development of the class struggle in China
during the transition period and work for the completion
of the socialist revolution on the economic, political and
ideological fronts.



CHAPTER FOUR

THE BIG LEAP FORWARD IN SOCIALIST
CONSTRUCTION AFTER THE BASIC
COMPLETION OF THE SOCIALIST

TRANSFORMATION

In 1956 a decisive victory was achieved in the socialist
transformation of agriculture, handicrafts and capitalist
industry and commerce, basically completing the socialist
revolution as far as the ownership of the means of pro
duction was concerned. Socialist construction began
according to plan in the course of large-scale socialist
transformation. The two were closely interrelated and
reinforced each other. The development of the powerful
socialist state sector of the economy provided the material
basis for the socialist transformation of agriculture, handi
crafts and capitalist industry and commerce. Conversely,
the practical completion of the transformation released
the productive forces and opened a broad path for the
rapid expansion of socialist construction. When the so
cialist transformation of capitalist industry and commerce
was virtually completed, it was possible for the state to
rebuild, expand, merge and reorganize more than 100,000
former privately-owned factories, to fully develop their
production potential and include their entire output
capacity in the state plan. Readjustment and reorganiza
tion of the former private commercial enterprises was glao
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effected on a large scale so that they were more rationally
distributed, satisfied the needs of the people in town and
country better, and finally formed' a unified socialist
market. Thus, full scope was given to the increase of
production and commodity exchange without fear of
speculation and manipulation by private capital. In
agriculture and handicrafts, co-operation released produc
tive forces. Agricultural co-operation, broke down the
limitations caused by private ownership of land and in- ■
dividual small-peasant production. A more rational use
of labour power, land, draught animals and farm tools
was made; various small-scale irrigation and water con
servancy projects were carried out which made it easier
for the state to include agricultural production in its plan.
In handicrafts, co-operation resulted in a division of
labour and co-ordination on a large scale and a gradual
advance from hand to machine work. In two or three
years many handicraft co-operatives ■\^ere turned into
mechanized or semi-mechanized factories. A more im
portant point was that the establishment of the socialist
system of economy liberated the workers — the most
vital factor in the productive forces. It deeply stirred
their initiative for production. They zealously responded
to the caU of the Party and the government to take their
full part in great construction projects. The success of
the socialist revolution on the political and ideological
fronts further raised the working people's socialist con
sciousness. Their skyrocketing energy found full re
pression. They were high in spfrit, strong in morale and
firm in determination. The revolutionary courage and
enthusiasm of hundreds of millions of worMng people
was the decisive factor in the leap forward of China's
socialist construction.
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The purposes of socialist construction are to develop
the productive forces, to build a socialist material and
technological basis and to expand and consolidate socialist
relations of production. Having waged long revolution
ary struggles led by the Communist Party, the broad
masses of the working people (not only the working class
but also the impoverished peasants) show great socialist
initiative. The socialist transformation of agriculture,
handicrafts and capitalist industry, and commerce was
completed before the industrialization of the country
which previously was economically backward. This was
a very good thing. But the practical establishment of
socialist relations of production does not mean that a
socialist system has been fully built up. During the next
few years, it is necessary to set up a large advanced
machine-building industry and carry out a technical
revolution in agriculture and other branches of the-
natidnal economy so that the industrialization of the
country, and mechanization and electrification of agricul
ture can be brought about. Only thus can the continuous
expansion and perfection of socialist production and the
uninterrupted rise of labour productivity be realized,
the fuller satisfaction of the constantly rising material
and cultural requirements of the working people be
secured on the basis of production increase, and the so
cialist system consolidated politically and economically.
In 1955 Mao Tse-tung said:

Only when socialist transformation of the social-

economic system is complete and when, in the technical
field, all branches of production and places wherein
work ciin be done by machinery are using it, will the
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social and economic appearance of China be radically
changed.^

China's economy remained backward even alter the
basic completion of the socialist transformation. From
the founding of the People's Republic to the successful
completion of the First Five-Yehr Plan, the gross output
value of industry increased sixfold; steel production rose
from 160,000 to 5,350,000 tons and coal from over
32,000,000 to 130,000,000 tons. Such a high rate of in
crease is inconceivable in capitalist coimtries. But in
the level of industrial development, China is still far
behind the most advanced countries. (In 1957 the steel
and coal production of the Soviet Union was 51,000,000
tons and 463,000,000 tons respectively, and in the United
States it was 102,000,000 tons and 470,000,000 tons
respectively.) In agricvdture, China led the world in
total grain production in 1957. But the per capita share
reached only 286 kilogrammes, while in the Soviet Union
it was 655 and in the United States, 928. Agricultural
and light industrial products cannot yet fully satisfy the
constantly rising requirements of the people nationally.
All this explains why the material basis of the coxmtry
is not yet strong enough. It is because China has not
yet built herself into a modem industrial country and
her industrial and a^icultural production is still rela
tively- backward that imperialism still dares browbeat
China, and the Kuomintang reactionaries and the bour
geois Rightists have the effrontery to raise a hue and cry.
The broad masses of the working people have not yet
succeeded in raising their very low standard of living.

iMao Tse-tung, The Question of Agricultural Co-operation, For
eign Languages Press, Peking, 1959, p. 34.
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Having completely broken the shackles of imperialism
and feudalism, shaken off the fetters of capitalism and
won the decisive victory in the socialist revolution on
the political and ideological fronts, the working people
of China now demand that the economic backwardness

of their country be quickly changed. Their keen and
strong desire for rapid socialist construction is like the
erupting of a live volcano. The great Chinese people
will use their own hands to change their own destiny and
turn China from a backward agricultural country into
an advanced industrial one within the shortest possible
time.

The Principal Task of Socialist Construction. The
principal task of socialist construction is to build China
into a great socialist coimtry with a highly developed
modern industry, agriculture, science and culture. Suc
cess in fulfilling this task will greatly raise the produc
tion level, and more fully satisfy the constantly rising
material and cultural requirements of the people with
ever more abundant products. Communist relations in
the economic field and in ideology will be developed
gradually and so a foundation will be laid for the transi
tion from socialism to communism.

Industrialization is first on the programme for the
building of a complete socialist industrial system. In
dustry will produce all kinds of machinery, equipment
and materials needed for extended socialist production
and technological reform of the national economy, as well
as various consumer goods required directly by the peo
ple. Of course, thanks to the rapid economic develop
ment of the socialist countries headed by the Soviet
Union and the increase of economic aid and co-operation
between them, China finds herself in a vastly Afferent
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situation in her period of socialist construction from that
which faced the Soviet Union in her early years when
she was economically isolated and helpless. This does
not mean, however, that there is no need for China to
build a complete industrial system of her own. On the
contrary, the internal and external situation of the coun
try demands it. To provide China with a high level of
economic and cultural life and modern national defence,
the national economy which has long remained backward,
must be changed as quickly.as possible, so that techno
logical reform and the mechanization and electrification
of agriculture can be carried out. It is obvious that a
big country like China with a large population, rich re
sources and enormous needs cannot depend for a long
period on imports of machinery and equipment in large
amoimts if,she is to attain this great objective. The only
way is, therefore, for China internally to build a com
plete industrial system of her own. Externally, the
establishment of a powerful industry in China will greatly
accelerate the growth of the economy of all the socialist
countries, enable the socialist camp to surpass the im
perialist camp economically at an even faster rate and
enhance their strength in safeguarding world peace. In
the political report of the Central Committee of the Chi
nese Communist Party to the Eighth National Congress
of the Party in September 1956, Liu Shao-chi said:

In order to satisfy the needs of socialist expanded
reproduction in pur country, fulfil the task of socialist
industrialization, strengthen international co-operation
between the countries of the socialist camp, and help
to promote a common economic upsurge in all socialist-^
countries, we should build, in the main, an integrated
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industrial system within the period of three five-year
plans on .the basis of our large population and rich
resources.^ •

China's socialist construction involves the setting up
of a complete industrial system on a national scale as
well as local industrial systems in each co-ordinated area
and in a number of provinces and autonomous regions.
Each of these will have different special features and
be at different stages of development. The population
of each province or autonomious region, with a few excep
tions, exceeds 10,000,000 — the largest being 60,000,000-
70,000,000. Only a few of these, however, have a rela
tively strong industrial foundation; while in the rest
industry is very weak or non-existent. In order that the
rich resources of the interior regions may be fully utilized
and the uneven economic development in different parts
of the country remedied, greater efforts must be made to
build new industrial bases while strengthening the
existing ones. If possible, every province and region
should develop its own industry and become gradually
industrialized. Consideration must be given to the local
resources and the industrial sites must be distributed

near raw materials and fuel and the consumers. Various

natural conditions and resources in different regions
necessitate differences in industrial systems, in special
characteristics and in degrees of development. As
modern industry is an extremely complicated and in
tegrated undertaking, division of labour and co-ordina
tion between areas suid between branches of industry are

^Eighth National Congress of the Communist Party of China,
Volume I Documents, Foreign Languages Press, Peking, 1956, pp.
43-44.
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necessary. The schedule of construction must follow
the order of importance in accordance with the unified
construction plan of the coimtry as a whole.
The building of a complete industrial system in China

is not only absolutely necessary but perfectly possible.
Her vast territory is endowed with rich sind varied natural
resources and other basic conditions for developing all
branches of industry. She has 650 million industrious
and brave people. Her strongest force of working people
has been liberated from the bondage of the old relations
of production; they enthusiastically demand a speedy
change in their economic and cultural backwardness.
The extensive domestic market can absorb large quanti
ties of industrial products and agriculture can supply her
grovnng industry with a great amount of needed raw
materials from-the farms. China enjoys the fraternal as
sistance of the Soviet Union and other socialist countries
which are supplying all kinds of machinery and equip
ment required for economic construction. This will
speed up the building of heavy industry and the training
of scientific and technical personnel. A more important
point is that an advanced socialist economic and political
system has already been established. All these condi
tions are extremely favourable for China's development
into a highly industrialized country.

Clearly, the setting up of a complete industrial system
on a national scale does not imply that all industrial
products must be made at home nor that economic co
operation with the fraternal socialist countries and trade
with other friendly countries is unnecessary. It means
only that China should principally depend on home pro
duction for all vital products and those of which large
quantities are needed. Since considerable quantities and
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various kinds of capital and consumer goods are needed,
some of them still have to be imported. At the same

1  time China has to export some of her industrial and
agricultural products to satisfy the needs of fraternal and
other friendly countries. After the building of a com
plete industrial system, China must continue to develop
broad economic co-operation with the sdcialist countries
and, on the basis of equality and mutual benefit, expand
trade with different countries in the world. In the
present era, production has been highly socialized. No
coimtry can develop its own economy by closing its doors
to others. Socialist construction, of course, can still less
proceed in isolation. It will be a mistake to entertain
such an idea.

A complete industrial system is the material basis for
. carrying out technological reforms in the entire national
economy. It will result in a large agriculture being
modernized through mechanizatipn and electrification.
The two basic departments of social production — agricul
ture and industry — depend on each other. Socialist
society calls for both a large modern agriculture and
a large modern industry. Without the former, there
can be no solid basis for the latter. In China a leap for
ward has been made in agriculture, thanks to the basic
completion of socialist transformation, the success of the
socialist revolution on the political and ideological fronts,
and the high revolutionary enthusiasm of the peasant
masses under the correct leadership of the Communist
Party. But there is no reason for complacency with
what has been achieved so far. In order that agricultural
production may make continuous leaps forward, it is
necessary to carry out mechanization and electrification
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gradually and in a planned maftiner to complete the tech
nical revolution in agriculture.
Although not completed yet, it will not be so very long

before a powerful heavy industry necessary for the
mechanization and electrification of agriculture will
built step by step at which time labour productivity will
be steeply increased. By then, there will be abimdant
grain and other farm produce to satisfy the daily needs
of the people and the requirements of industrial produc
tion. What is more, it will be possible to transfer 50 per
cent or more of the manpower from agriculture to in
dustry and other branches of the economy and to further
raisfe the economic and cultviral standards of the country.
Mechanization and electrification will also reduce the
peasants' working hours, giving them more time for
obtaining education in general and acquiring scientific
knowledge, raising their technical level and laying a
foundation for the gradual elimination of the differences
between town and country.
Modern industry and agriculture must be accompanied

by modern communication and transport networks, the
importance of which has been keenly realized in China's
industrial construction. Without modem means of com
munication and transport, it is impossible to set up a
powerful modem industry. Mechanization and electrifica
tion of agriculture also demand the establishment of
modern communication and transport networks in the
vast countryside. In a big country like China, there are
at present only 30,000-odd kilometres of trunk railway
lines and 2,000,000 tons of shipping (including tugboats).
Obviously, this falls far below the needs of the fast-
expanding industrial and agricultural production. Of
course, the building of modem communication and trans-?
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port network is impossible without a powerful heavy
'mdustry. So it must go hand in hand with the indus
trialization of the country.

Socialist construction includes cultural as well as eco
nomic development. Age-long imperialist and feudal
domination in China caused her culture and science to
lag behind. The majority of the working people were
illiterate and scientific and technical personnel were few
in number. These conditions have made the socialist in
dustrialization of the country and the technical reform
of the national economy extremely difficult. It is, there
fore, necessary to build modem science and culture
simultaneously with moderil industry and agriculture, so
that the technical and cultural revolutions may proceed
side by side.

Culture is part of the superstructure. It is determined
by the economic base and in turn actively affects the
formation and consolidation of that base. Cultural de
velopment, must, therefore, serve economic construction.
To turn China into a country with highly developed
modern science and culture, it is necessary to accomplish
the following things in a relatively short period of time:
illiteracy must be wiped out; primary education must be
universal; secondary school education must be universal
and achieved step by step; higher education must be
developed; scientific research institutions expanded and
a large number of socialist-minded persons with a high
degree of general education and complicated modern
scientific and technical knowledge must be trained.
Health work and physical culture should be promoted,
the most common diseases stamped out, superstitions
erased, bad customs and habits changed and desirable
ones introduced. It is also necessary to stimulate a noble
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national spirit, unfold mass cultural eind recreational
activities, develop a rich and colourful socialist art and
literature and leam as quickly as possible the important
new sciences and technique so as to catch up with the
most advanced world standards in science and technology.
On the eve of the founding of the People's Republic

of China, Mao Tse-tung said:

With the upsurge in economic construction, there will
inevitably appear an upsurge of cultural construction.
The time when the Chinese were regarded as uncivilized
has passed. We will appear in the world as a highly
cultured nation.^

Such a time is not very far off.
Socialist construction brings about the rapid develop-,

ment of the social productive forces. As these are de
veloped, the relations of production must be readjusted
and changed in good time so as to ensure their continuous
and unhampered expansion. In the course of socialist
construction, therefore, relations of production necessarily
change step by step with the development of the produc
tive forces.' Socialist collective ownership in China will
inevitably pass on step by step to socialist ownership
by the whole people. From then on, socialist society will
advance further, and "gradually become a communist so
ciety where the principle of "from each according to his
ability, to each according to his needs" prevails.
The General I^ine for Socialist Construction. Both in

socialist construction and transformation there is a strug
gle to decide which of two roads to take and which of

^Chairman Mao's opening address at the First Plenary Session
of the Chinese People's Political Consultative Conference, Hsin-
hua Monthly, No. 1, 1949, p. 4.
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two methods to use. In the struggle whether to take
the socialist or the capitalist road — the former had
virtually defeated the latter following the basic com
pletion of the socialist transformation of the national
economy as a whole and the success of the socialist revolu
tion on the political and ideological fronts. However,
that regarding which of the two methotk to use — the
dhe bringing greater, quicker, better and more economical
results; the other smaller, slower, poorer and more costly
results — will be protracted. This is, in essence, a re
flection of the struggle concerning which road to take.
It was waged during the socialist transformation of the
ownership of the means of production, and it has showed
itself even more clearly in the course of socialist
construction.

WWch of the two methods should be adopted in build
ing socialism — the one bringing quicker and better re
sults or the one bringing slower and poorer results? The
Central Committee of the Party and Mao Tse-tung have
always been in favour of the former. In the winter of
1955, when the socialist revolution in the ownership of
the means of production was on the threshold of a deci
sive victory and an upsurge in production and construc
tion by mass effort was beginning to take shape, Mao Tse-
tung, taking into full consideration the advantages of the
socialist economic system and "the people's boundless
revolutionary enthusiasm,, predicted:

In the futvire there will be-all sorts of enterprises
that people have never dreamed of, raising our agricul
tural output to several times, a dozen times, perhaps
scores of tinaes, its present level.
The development of industry, transportation ■ and

trade will go even further beyond the bounds of our
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ancestors' imagination. Science, the arts, education
and public health will do the same.^

He also pointed out:

The problem facing the entire Party and all the
people of the country is no longer one of combating
rightist conservative ideas about the speed of socialist
transformation Of agriculture. That problem has
already been solved. Nor is it a problem of the speed
of transformation of capitalist industry and commerce,
by entire trades, into state-private enterprises. That
problem has also been solved. In the first half of
1956 we must discuss the speed of the socialist trans
formation of handicrafts. • But that problem will easily
be solved too.

The problem today is none of these, but concerns
other fields. It affects agricultural production; indus
trial production (including state, joint state-private and
co-operative industries); handicraft production; the scale
and speed of capital construction in industry, commu
nications and transportation; the co-ordination of com
merce with other branches of the economy; and the
co-ordination of the work in science, culture, educa
tion, public health, and so on, with our various eco
nomic enterprises. In all these fields there is an under
estimation of the situation which must be criticized and
corrected if the work in them is to keep pace with the
development of the situation as a whole. People's think-

" ing must adapt itself to the changed conditions. Of
course, no one should go off into wild flights of fancy,
or make plans unwarranted by the objective situation,

^Socialist Upsurge in China's Countryside, Foreign Languages
Press, Peking, 1957, p. 286.
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or insist on attempting the impossible. The problem
today is that rightist conservatism is still causing trouble
in many fields and preventing the work in these fields
from keeping pace with the development of the objec
tive situation. The present problem is that many peo
ple consider impossible things which could be done if
they exerted themselves. It is entirely necessary, there
fore, to keep criticizing these rightist conservative
ideas, which still actually exist.^

Mao Tse-tung summed up the above-mentioned ideas
in the slogan of "achieving greater, quicker, better and
more economical results in building socialism," for which
he also worked out a series of important policies.

Acting upon the practical experience gained in the
people's struggle in the past few years and the develop
ment of Mao Tse-tung's thought, the Party's Central
Committee, at the Second Session of the Party's Eighth
National Congress held in 1958, put forward the general
line of "going all out, aiming high and achieving greater,
quicker, better and more economical results in building-
socialism." The following are the basic points of this
general line:
(1) To mobilize all positive factors and correctly handle

contradictions among the people;
(2) To consolidate and develop socialist ownership by

the whole people and collective ownership and consolidate
the proletarian dictatorship and proletarian international
solidarity;
(3) To gradually carry out the technical and cultural

revolutions, while completing the socialist revolution on
the economic, political and ideological fronts;

iibfd,, pp. 9-10.
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(4) To develop industry and agriculture simultaneously
while giving priority to heavy industry;
(5) To develop, under centralized leadership, and with

over-all planning, proper division.of labour and co-ordina
tion, national industries simultaneously with local indus-

• tries and large enterprises simultaneously with medium-
sized and small enterprises.
By these measures China will be built into a great

socialist country with a modem industry, agriculture,
science and culture in the shortest possible time.
The Party's general line of "going all out, aiming high

and achieving greater, quicker, better and more eco
nomical results in building socialism" is an embodiment
of the revolutionary will and determination of the 650
million Chinese people. It is the only correct Marxist-
Leninist line which combines objective possibilities with
the revolutionary energy of hundreds of millions of peo
ple. It is the creative application of the universal truth
of Marxism-Leninism to China's practical conditions by
the Chinese Communist Party and Mao Tse-tung, the
great leader of the people of all nationalities in China.
"To go all out and to aim high" requires that importance
is attached to the creative spirit and revolutionary energy
of himdreds of millions of people and all positive factors
are mobilized to accelerate the tempo of socialist con
struction. • To achieve greater, quicker, better and more
economical results in building socialism, it is imperative
to go all out and aim high. Efforts must be exerted, not
slackened. Exertion or slackness yields entirely different
results under the same objective conditions. "To achieve
greater, quicker, better and more economical results"
gives concrete expression to the objective law of the
rapid development of socialist economy. Speed is the
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basic question in socialist construction. To guarantee a
high speed, it is necessary to see to it that greater, quicker,
better and more economical results are achieved. It is
wrong to emphasize "greater and quicker results" and
neglect the "better and more economical results," and
even more so to emphasize the latter and neglect the
former.' Only when equal attention is paid to greater,
quicker, better and more economical results can the con
tinuous leap forward in the socialist national economy
be ensured, while achieving a combination of great
quantity and good quality. The general line for socialist
construction, therefore, aims at developing socialist
economy at top speed. Because the Party has fully
estimated the enormous vitality of the socialist economic
and political systems and the boundless revolutionary
energy of the broad masses of the liberated working
people which it leads, it is possible to mobilize all positive
factors, turn all favourable conditions to good account
and tap all potential, thus ensuring the development of
the socialist economy at high speed.
The Party's general line for socialist construction has

laid down a whole set of policies for well-balanced
national construction known as "walking on two legs."
These policies call for the simultaneous development of
industry and agriculture and heavy" and light industries
giving priority to heavy industry; the simultaneous
development of national and local industries; the simul
taneous development of large, medium-sized and small
enterprises and the simultaneous employment of modern
and indigenous methods of production. This whole set
of policies aims at building socialism by combining objec
tive possibilities with the revolutionary energy of hun-
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dreds of millions of people and mobilizing all positive
factors.

Firstly, the policies concern the simultaneous develop
ment of industry and agriculture and heavy and light
industries giving priority to heavy industry. To develop
the national economy at top speed, priority must be
given to the development of heavy industry so as to
provide an adequate supply of machinery, equipment,
raw and other materials for the large-scale construction
and technical reform of the country's national economy.
The economic foundation of China which is a big country
was extremely weak in the past. It will be impossible
to end economic backwardness unless she has a powerful
heavy industry of her own. During the period of the
First Five-Ye^ Plan, therefore, the policy of giving
priority to the development of heavy industry was
adopted, with emphasis on 166 major construction proj
ects to be built with the help of the Soviet Union. Dur
ing the period of the Second Five-Year Plan, this policy
will be continued. Industries to be developed quickly
include iron and steel, non-ferrous knetals, machine-
building, electric power, coal, petroleum, chemical and
building material. This will lay a firm foundation for
the country's socialist industrialization.
The development" of heavy industry as a priority must

go hand in hand with the development of agriculture
and light industry. The three are interdependent and
reinforce each other. Heavy industry cannot develop in
isolation, separated from the other two. In the course
of national economic development, agricultural produc
tion provides grains and raw materials for mdustry, a
large amount of funds for industrial construction and the
biggest domestic market for • industrial products. The
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rate of increase in agricultural production not only affects
the tempo of development of light industry but that of
heavy industry as well. Rapid growth in agricultural
production gives the most important guarantee for pro
viding the 650 million people with a rich variety of con
sumer goods and gradually raising their living standards.
Mao Tse-tung said: "Heavy industry is the core of
China's economic construction. This must be affirmed.

But, at the same time, full attention must be paid to the
development of agriculture and light industry.'" If there
is only one leg, that is, heavy industry, without the other
leg, that is, agriculture and light industry, or if the other
leg is too short, it will be impossible to develop national
economy at top speed. For this reason, particular im-
portjince must still be attached to agricultural develop
ment during the Second Five-Year Plan period.
The policy of simultaneously developing industry and

agriculture is of economic and political importance. It
is a question that concerns the worker-peasant alliance
and the enlistment of some 500 million peasants to build
socialism with greater, quicker, better and more eco
nomical results. In China, the peasantry was a powerful
force in the period of the revolutionary wars and still is
in the period of construction. Only by relying on this
great ally and calling into play its initiative arid creative-
ness can the Chinese working class achieve victories in
the revolution smd construction. If attention is paid to
promoting quick industrial production only while the
rapid growth of agricultural production is neglected,
agriculture will drop further behind and the income and

>Mao Tse-tung, On the Correct Handling of Contradictions
Among the People, Foreign Languages Press, Peking, 1959, p. 67.
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living standards of the peasants will only be raised very
slowly. This may not only adversely affect the solidarity
between the workers and peasants but may prevent the
500 million peasants from exerting their utmost effort
in socialist construction. Any attempt to build socialism
by relying on the revolutionary enthusiasm of tens of
millions of factory'and office workers only without rely
ing on that of hundreds of millions of peasants is utterly
inconceivable.

Secondly, the policies concern the simultaneous de
velopment of national and local industries, of large,
medium-sized and small enterprises and the simultaneous
employment of modern and indigenoixs methods of pro
duction under centralized leadership, with over-all plan
ning, proper division of labour and co-ordination. Since
socialist economy is based on the public ownersWp of
the means of production, all important economic activi
ties must be carried out under the centralized leadership
of the state, with over-all planning, proper division of
labour, and co-ordination. Centralized leadership, how
ever, must be accompanied by administrative respon
sibility assumed at different levels so that full rein can
be given to the initiative' of local authorities. During
the period of the First Five-Year j^lan, because the
'foundation of heavy industry was weak, efforts had to
be concentrated on the building of a number of large key
industries. At that time, China had to depend niainly
on the So'viet Union and other fraternal countries for the
supply of important machinery and equipment required
in economic construction. As her technical persoimel
had not been trained adequately, China had to rely also
on their help in designing and building the major projects.
It was necessary, therefore, to carry out the main indus-
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trial construction at that time under the direct guidance
of the industrial ministries of the Central Government

With the rapid development of the national economy
during the period of the First Five-Year Plan, with the
speedy progress in heavy industry and the ever increas
ing nurnbers of Chinese technical personnel, it was then
possible to imdertake industrial construction on a larger
and more • extensive scale. In 1956, basing himself on
this situation and having summed up the experience
gained in the first few years of the First Five-Year Plan,
Mao Tse-tung, in his report on "Ten Sets of Relation
ships,"^ put forward the timely policy of simultaneously
developing national and local industries. In this con
nection, he subsequently advanced the policy of simul
taneous development of large, medium-sized and small
enterprises.
The policies of the simultaneous development of

national and local industries and of the simultaneous

development of large, medium-sized and small enter
prises are, in practice, policies of following the mass line
in industrialization. "The fire burns high when every-

^The Ten Sets of Rfelationships are:
(1) between industry and agriculture and between heavy and light

industries;
(2) between coastal industries and inland industries;
(3) between economic construction and national defence;
(4) between the state, the co-operatives and the individual;
(5) between the central and local authorities;
(6) between the Han people and the national minorities;
(7) between the Party and non-Party people;
(8) between revolution and counter-revolution;
(9) between right and wrong inside and outside the Party, and
(10) international relations.
See Second Session of the Eighth National Congress of the Com

munist Party of China, Foreign Languages Press, Peking, 1958,
pp. 36-37.
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"body adds wood to it," as a saying goes. It is only when
the central and local authorities, the state and the masses,
pool their efforts and work together and only when there
is a proper division of labour and co-operation between
large, medium-sized and smaU enterprises, that greater,
quicker, better and more economical results can be
achieved and the tempo of industrial construction
quickened. To realize the socialist industrialization of
the country, it is necessary for the central authorities to
set up a certain mimber of large enterprises. At the
same time, however, local authorities at different levels
must also set up industries. Only when the country's
29 provinces, municipalities under the direct jurisdiction
of the Central Government, autonomous regions, 160
special regions, autonomous chou^ leagues and admin
istrative areas and 1,747 counties and autonomous coun
ties, banners and autonomous banners properly and fully
develop their initiative under the unified leadership of
the central authorities, can a large number and a great
variety of factories be built all over the country and in
dustry advance at a quicker rate within a relatively short
period.
China is endowed with many favourable conditions for

the development of local industries, which have inherited
from the past something of a foundation, China has a
vast territory, rich natural resources, a very big domestic
market and a large population capable of providing an
adequate labour force. Providing full use is made of
these favourable conditions and there is confidence in
and reliance on the masses and a proper division of work
and co-ordination between different localities, in a short
time local industries will spring up everywhere.

lAn administrative area composing a number of counties. .
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The simultaneous development of large, medium-sized
and small enterprises is closely connected with the simul
taneous development of national and local industries. On
a whole, large industrial enterprises are mainly directed
by central authorities while the medium-sized and
small ones are mainly run by local authorities. Large
enterprises are the key to the country's industrial develop
ment, because they have a big output, use advanced tech
niques and are able to solve those basic problems which
are of decisive importance to the national economy.
Without them it would be impossible to build China into
a powerful country with a highly-developed modern in
dustry in the quickest possible time. A number of large
enterprises have been built in the past few years and
more will be built in future. These have both strong and

weak points. Generally speaking, they require greater
investment and take a longer time to build. In this
respect, medium-sized* and small enterprises have certain
strong points which large enterprises do not possess:

1. They, call for less investment and can easily make
use of scattered funds;

2. They take less time to bu^ld and bring quicker
results from investment;

3. They can easily make use of what is available and
turn existing local equipment to good account;
4. They are widely distributed and speed up nation

wide industrialization by expanding the ranks of the
country's technical personnel and raising the economic
development of different areas more or less evenly;

5. They produce a rich variety of products and, if
need be, can easily Start producing new articles or make
other changes in production;
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6. They are close to sources of raw materials and
markets, and can make use of whatever natural resources
available; they save transport expenses and can easily
combine supply, production and marketing;

7. They are flexible in the use of rural labour power
in slack seasons and train an army of non-professional
wotkers.

To better meet the specific requirements of national
construction, therefore, as many me'dium-sized and small
enterprises as possible should be set up at the present
time. In building certain large enterprises, plans should
be made, wherever possible, to build them from small to
large scale and stage by stage so that they may be put
into operation in the quickest possible time.
The policy of simultaneously employing modern and

indigenous methods of production-is closely connected
with the policy of simultaneously developing large,
medium-sized and small enterprises. Since large enter
prises are the backbone of socialist industry, they must
employ advanced techniqueis and. equipment for the pur
pose of raising the technical level of the fcouhtry's national
economy. However, China's heavy industry is not. yet
powerful enough to provide large quantities of machinery
and equipment, so that if only those industrial enter
prises employing advanced techniques are to be built,
it will be impossible to carry out extensive industrial
construction in all parts of the country. For the time
being, many medium-sized and small- industrial enter
prises run by local authorities cannot yet adopt advanced
techniques; they can only employ ordinary simple ones
or even rely on manual labour. For this reason, in order
to build large numbers erf medium-sized and small enter
prises along with the construction of a sjnall number of
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large enterprises, it is necessary, technologically, to adopt
the policy of simultaneously employing modern and in
digenous methods of production. With the rapid develop
ment of heavy industry, such indigenous methods of pro
duction will give place to modern ones, gradually raising
the technical level.

Of the "two legs" mentioned above, national industries,
large enterprises and modern methods of production rep
resent one, while local industries, medium-sized and
small enterprises, together with indigenous methods of
production represent the other. In building socialism,
it is necessary to walk on two legs, not on one alone or
even on one and a half. In the whole scheme of socialist

economic development, national industries, large enter
prises and modern methods of production play the leading
role. However, local industries, medium-sized and small
enterprises also must be considered important, so that
they are developed simultaneously. Local, medium-sized
and small enterprises together with indigenous methods
of production will also play their full part in the high
speed development of socialist economy and ensure
greater, quicker, better and more economical results in
building socialism. To achieve this end, it is necessary
to firmly adhere to the principle of "co-ordinating all
the activities of the whole nation as in a chess game,"
with over-all planning, division of work and co-ordination
xmder the unified leadership of the state. This is to
ensure that local industries, medium-sized and small
enterprises and indigenous methods of production do not
disrupt the unified plan of the state and that they do
not adversely affect national industries, large enterprises
and modern methods of production in the supply of raw
materials, and other matters; and that they do not
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adversely affect the development of agricultural produc
tion in the distribution of labour power.

The Party's general line for socialist construction is
the application and development of its mass line. The
Chinese Communist Party is a Marxist-Leninist party
and its Central Committee headed by Mao Tse-tung
always attaches great importance to the revolutionary
•creativeness and zeal shown by hundreds of milhons of
people. In the stormy class struggles in both democratic
and socialist revolutions, the Party always placed con
fidence in the creative power of the masses and believed
that under its leadership they would emancipate them
selves by their own efforts, and by following this mass
line, great victories have been won. It is all the more
necessary to rely on the masses and adhere to the mass
line now in socialist construction. Experience shews
that it is only ̂ by firmly putting politics in command,
mobilizing the masses to the fullest extent and la\mching
vigorous mass movements that a leap forward can he
made in all work.

There are two diametrically opposite attitudes taken
towards revolutionary mass movements. There are
those who stand aloof from the masses, criticize the.
mass movements according to their own "blue-prints"
and find fault with this and that. They are never for a
moment free of worries lest "things should, go too far."
They even fling mud at mass movanents and look upon
them with horror as if they were actually disasters.
Theirs is the attitude of the Right opportunists. In con
trast, there are those who march at the head of the
masses, lead the mass movements and identify themselves
with the masses, share their destiny, breathe the same
air, discuss problems with. them, enthusiastically en-
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courage their creative activities, and learning lessons
from the experiences gained in these activities, push the
mass movements step by step to a higher level. This is
a Marxist-Leninist attitude. In order to thoroughly
carry out the general line for socialist construction and
achieve greater, quicker, better and more economical
results in building socialism, it is necessary to firmly
oppose the lordly attitude of the bourgeoisie adopted by
the Right opportunists towards the mass movements and
take the only correct Marxist-Leninist attitude. The
basic points of the general line clearly show that, in order
to achieve greater, quicker, better and more economical
results in building socialism, all the positive factors must
be mobilized.' This means that large-scale mass move
ments must be launched under centralized leadership.

Only by doing this .can a vigorous atmosphere in socialist

construction prevail instead of a dreary one, and China
be built as quickly as possible into a great socialist coun
try with a modern industry, agriculture, science and
culture.

The Big Leap in China's Industrial and Agricultural
Production. On the basis of the great victorious socialist
revolution and socialist construction, from the winter of
1957 China's working people brought about a great, mass-
scale upsurge in agricultural and industrial production
which quickly affected all other branches of the national
economy, as well as the cultural and educational fields,
creating in 1958 an all-round big leap forward in every

sphere of work.

In 1958, the scale and speed of capital construction
were far greater than those in any previous year. Actual
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investment in capital construction in that year totalled
26,700 million yuan. Of this total, investments made
through the state budget amounted to 21,400 million
yuan, a 70 per cent increase compared with 1957. In
1958, construction started on more than 1,000 above-
norm^ industrial and mining projects, of which about 700
were fully or partially completed and commenced pro
duction, including 45 major ones built with the help of
the Soviet Union.

In the field of industrial production, in 1958 the output
of steel (including steel made by indigenous methods)
reached 11 million tons, more than double that of the
preceding year. If the steel made by indigenous methods

.  is excluded, the output of steel in 1958 amoimted to 8
million tons, or 49.5 per cent more than that in 1957.
The output of coal reached 270 million tons, also more
than double that of 1957. Stimulated by the growth
of the iron and steel industry, in 1958. industrial prbduc-
tion as a whole grew at a faster rate than in any previous
year since liberation. The gross output value of indus
try in 1958 was 66 per c6nt higher than in 1957.
In agricultural production, although not a few areas

suffered from floods and drought in 1958, China reaped
an unprecedentedly rich harvest, one which stood to the
credit of the 500 million industrious, brave peasants who,
led by the Chinese Communist Party and Mao Tse-tung,
built a vast number of water conservancy .projects ̂ d
waged heroic struggles against drought and waterlogging.
Grain output Nreached 500,000 million catties,^ or 35 per
cent more than in 1957. Output of cotton reached 42

iSee footnote on page 81. •
? 2,000 catt;i§s=l toe,
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miUion ton/ or 28 per cent over 1957. Such a rate of
increase was never known before.
The big leap in industrial and agricultural production

gave an impetus to communication and transport ser
vices, commerce and other fields of work which also
advanced by leaps and bounds.
The big leap in 'production created favourable condi

tions for improving -the material and cultural life of the
people. In 1958 there were, on the average for the year,
more than 32 million workers and other employees
throughout the country, about 8 milUon more than in
^e preceding year. Unemployment, a legacy inherited
from the old society, was eliminated. After the people's
coi^imes were set up throughout the countryside, their
collective welfare faciliti^ were greatly expanded. In
1958, the enrolment in primary schools reached 86
mOion 85 per cent of all school-age children attended
s  ools. There were 12 million students in secondary
schools, an increase of 70 per cent over the previous year.
The enrolment in institutions of higher learning reached
660,000, or over 50 per cent more than in 1957. Cultural
and educational work, too, advanced at a rate hitherto
unknown.
In 1959, industrial and agricultural production in

Chma continued to leap forward on the basis of the big
leap of the {previous year. The output of steel (excluding
steel produced by indigenous methods) in 1959 reached
13,350,000 tons, an increase of 67 per cent over 1958
whUe coal output reached 347,800,000 tons, a 29 per cent
increase over 1958. Although there were serious natural
disasters in 1959, the peasants throughout the country,
^ 20 tan=i ton.
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organized in the people's communes, were able to wage
a hard struggle against floods and drought. The pro'duc-
tion of grain, cotton and other crops increased con
siderably compared with 1958. Grain output reached
540,100 milUon catties, an 8 per crat increase over 1958
and cotton output reached 48.2 million tan, a 14.76 per
cent increase over 1958.

The Eighth Plenary Session of the Party's Eighth Cen
tral Committee called upon the entire nation to fulfil
within 1959 the major targets of the Second Five-Year
Plan three years ahead of schedule. The Second Five-
Year Plan envisages for steel a 1962 target of between -
10.5 million and 12 million tons, which has been
overfulfilled in 1959; for coal, a target of between 190
million and 210 million tons, one already overfulfilled
in 1958; for grain, a target of 500,000 million catties,
which was also reached in 1958; and for cotton, a target

■ of 48 million tan, which has been fulfilled in 1959. Ac
cording to the Second Five-Year Plan it was proposed
that the gross output value of industry would be doubled
in five years and that of agriculture would be increased
by 35 per cent. These two targets also have been over^
fulfilled in 1959. That the major targets as proposed
by the Second Five-Year Plan have been fidfilled in two
years shows that China's industrial and agricultural pro
duction is in the throes of an unprecedented big leap.
In 1958 and 1959, industrial and agricidtural produc

tion advanced at a much faster rate than in the period of
the First Five-Year Plan. The aggregate increase in the
output of steel in the five years 1953-57 was 4 million
tons. But iml958 and 1959 its aggregate increase was
8 million tons. The aggregate increase in the output
of coal m 1953-57 was 60.7 million tons, but in 1958-59 it
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was 217,800,000 tons. The total increase in the output of
grain was 61,200 million catties in the five years 1953-57;
in 1958 alone the increase was 130,000 million catties.
The total increase in the output of cotton was 6.73 mil
lion tan in 1953-57 while in 1958 thie increase was 9.20
million fan. Surely this constitutes a big leap of unpre
cedented dimensions.

•  A comparison between the rate of increase in China's
industrial and agricultural production in 1958 and 1959
and that of the capitalist countries furnishes eloquent
proof that China's big leap is unprecedented in the his
tory of the world. Take steel output for example. It
took the United States five years to increase its steel
output from over 5 million to 7.2 million tons and nine
years to increase it from over 5 million to over 13 million
tons.^ It took Britain 10 years to increase its steel output
from over 5 million to nearly 8 million tons and 32 years
to increase it from over 5 million to alihost 12 million
tons. In coal output, it took the United States 14 years
to increase it from over 130 million to over 270 million
tons and 17 years to increase it from over 130 million to
over 350 million tons. It took Britain 32 years to increase
its coal output from over 130 million to over 270 million
tons, and so far its coal output has not hit the 300-mil-
lion-ton mark yet. In the output of grain, the annual
increase in the United States averaged 11,800 million
catties from 1950 to 1958. At this rate it would taV**
the United States 11 years to achieve an increase of
130,000 million catties of grain as China did in the one
year of 1958. In cotton output the annual increase in

i^cause there are great ups ,and downs in the steel output
,,® U"hed States every year, it is not possible to find figuresWholly comparable to China's in 1957, 1958 and 1959,
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the United States was, on the average, 875,000 tan in the
eight years 1950-1958, at this rate it would take the
United States more than 10 years to increase 9.2 ̂ lion
tan as China did in the year of 1958. Since Britain does
not grow cotton, it need not be mentioned here, and the
grain is almost negligible also.
The high rate of increase in China's industrial dnd

agricultural production is of great political significance.
Internally, only by developing our industrial and agri
cultural production at top speed can the Chinese people
quickly raise their low standard of living. It has been
said that such a fast rate of construction makes people
feel terribly tense and it is better to go slowly. But the
working people- of China prefer this to the kind of ten
sion created by continual anxiety about food and cloth-

. ing. Such as they have had for centuries.^^ Hard work
for a few years, Ijappiness for a thousand! this is the
sound slogan they raised during the big leap forward.
Externally, the fast rate at which industrial and agricul
tural production is developing in China will greatly
strengthen the whole socialist camp, while the peoples
in Asia, Africa and Latin America, who have just freed,
or are freeing themselves from colonial rule, will draw
confidence and strength in their struggle Iot a better life
from China's experience in her big leap. Herein lies the
reason why the imperialists so tjioroughly hate and are
so afraid of acknowledging the big leap forwar^d made
by China.
How was it that China achieved such great success in

production and construction during these two years?
First of all, it was because the socialist revo ution on the
economic front had been. practically completed in the
eight> preceding years, decisive victories in the socialist
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revolution on the political and ideological fronts had
been achieved and the productive forces had been
released by a new social system. Secondly, with the
completion of the First Five-Year Plan, a number of
large, modem key industries had been built and per
sonnel capable of mastering modern techniques had been
trained, so that a preliminary groundwork was laid
for the country's socialist industrialization. The most
important reason, however, was that the Chinese Com
munist Party which correctly understood the objective
economic laws and took into full account the role of the
subjective actmty of the people worked out the general
line of "going all out, aiming high and achieving greater,
quicker, better and more economical results in building
socialism," together with the whole set of policies for con
struction known as "walking on two legs." This general
line of the Party armed the 650 million people with under
standing and so became a great material force which led
to a series of brilliant achievements on the industrial
and agricultural fronts. The assistance given by the
Soviet Union and other fraternal countries also played an
important role in enabling China to achieve such great
success in her economic construction.

It goes without saying that the Chinese 'people will
never rest content with what has been achieved in the
past ten years. They want to continue the forward leap
and build China into a modem, powerful socialist coun
try. In the field of industry, the Party's Eighth Cen
tral Committee in its Eighth Plenary Session called upon
the entire nation to realize basically the slogan "catch up
with Britain in the output of major industrial products
within 15 years" which had been brought forward earlier,
within about ten years (starting from 1958). The peak



271 •

annual output of steel (1957) in Britain was 22 million
tons; coal (1913), 290 million tons; electricity (1958),
112,000 million kilowatt-hours (China could generate
only 39,000 million kilowatt-hours in 1959).. To catch up
with and surpass Britain, strenuous efforts have still to
be made. Since China's population is more than ten
times that of Britain, to achieve this aim is only the first
step in industrialization. Continuous efforts must be
exerted to catch up with and outstrip the -most advanced
of all capitalist countries. In 1958, China stood seventh
in the world in output of steel, third in coal and eleventh
in electric power. It will probably take 15 or 20 years
or even longer to build Ghina into a powerful country
with a highly-developed modern industry.
The Party's Eighth Central Committee in its Eighth

Plenary Session also called upon the entire nation to fulr
fil, far ahead of schedule, the targets set in the National
Programme for Agricultural Developnient. According
to this programme, by 1967 the average per-mou^ yield
of grain shoidd reach 400, 500 and 800 catties and that of
ginned cotton, 60, 80 and 100 catties, in the three different
areas into which the country is divided according tp spe
cific conditions. Although many coxmties and cities in the
country reached or surpassed these targets in 1958, it^
still fflll.t for strenuous efforts to attain them far ahead of
schedule in the country as a whole. Even when these
targets are reached, it will still not be possible for the
country's agricultural products to fully meet the needs
of light industry and the requirements of the entire pop
ulation. The Chinese people, therefore, have to redouble
their efforts and strive, step by step, to catch up with

mow=l/15 hectare or 0.1647 acre.
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the advanced capitalist countries in the per capita output
of grain, meat, cloth and other daily necessities through
the mechanization and electrification of agriculture.
In the sphere of science and culture, in 1957 the Cen

tral Commitl;ee of the Party put forward the 12-year plan
for scientific development. According to this, China
should catch up with the most advanced world standards
in science and technology as quickly as possible. The
Chinese people will fulfil, ahead of schedule, this glorious
task on the basis of the rapid growth of industry and-
agriculture and through the concerted efforts of the
working people, scientists, engineers and technicians.
The People's Commune Movement in Rural Areas.

The year 1958 saw an all-round big leap in China's in
dustrial and agricultural production. In the sununer of
that year, the people's commune, a new social orgeiniza-
tion, as fresh as the morning sun, appeared in China's
countryside. Within a few months, in response to the
enthusiastic demands of the peasants all the 740,000 agri
cultural producers' co-operatives in the country were
merged into over 26,000 people's commxmes. Over 120
million peasant households, or more than 99 per cent
of the total number of peasant households of various na

tionalities in China, joined the people's communes. The
rapid development of this movement was not fortuitous.
As was pointed out in the Resolution on Some Questions
Concerning the People's Communes adopted by the
Eighth Central Committee of the Chinese Communist
Party at its Sixth Plenary Session on December 10, 1958,
"It is the outcome of the economic and political develop
ment of our coimtry, the outcome of the socialist recti
fication campaign conducted by the Party, of the Party's
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general line for socialist construction and the great leap
forward of socialist construction in 1958."^

In 1956 agricultural producers' co-operatives were es
tablished all ovelr the country; over 120 million house
holds of small peasants working on their own were
organized into 740,000 co-operatives. This greatly help
ed to solve the problems arising from the scattered and
backward conditions which were inherent in small-scale
farming and liberated the productive forces. When agri
cultural co-operation was completed, the foundation of
agricultural production in China was built on socialist
collective ownership. The means of production and the
produce became common properties of all the co-opera
tive members and the bulk of the products was distribut
ed among the . members according to the principle "to
each according to his work." This system raised morale,
encouraged the peasants' enthusiasm for production and
hastened the development of agriculture. There is no
doubt that the big leap in production of 1958 would have
been impossible without agricultural co-operation.
In that year, after the nationwide rectification cam-

p^gn, encouraged by the Party's general line for socialist
construction, the Chinese people raised their socialist
consciousn^ and revolutionary enthusiasm to new.
heights, and brought about an xmprecedented advance in
industrial and agricultural production both in scale and
in pace. The large-scale irrigation projects called for
the co-ordination of several co-operatives, townships and
even larger areas. Other agricultural and industrial con
struction projects in the countryside also required wider

^Sixth Plenary Session of the Eighth Central Committee of the
Communist Party of China, Foreign Languages Press, PelUng,
1958, pp. 12-13.
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co-operation and demanded that labour power, materials
and funds be allocated on a larger scale than previously,
that more labour power be liberated from household
drudgery and turned to production and construction, and
that the basic organs of state power and the economic
units be combined to strengthen centrabzed leadership.
Under the circumstances, both the organizational form
and operational scale of the agricultural co-operatives
were found to be inadequate for complete adaptation to
the need of the developing productive forces. That was
why, prior to the emergence of the people's communes,
the xJeas^ts in various localities bad tried out many
ways and means of improving the organization and work
system of the co-operatives. Many co-operatives merged
to form bigger ones, expanding their spheres of operation,
and began to set up their own industries. In many areas
the a^icultural producers' co-operatives were merged
with those of the credit, handicrafts and supply and
marketing. To meet the need of the big leap in agricul
tural production, many agricultxiral co-operatives es
tablished large numbers of community dining-rooms,
nurseries and kindergartens, etc. A few of these co
operatives had actually been merged £ind reorganized in
the form of the present people's commtmes. This new
social organization was entirely a creation of the maRapg,
The Central Committee of the Party and Mao Tse-tung
gave it ardent support and chose for its name "people's
commune," which best expressed its content and was
widely popular among the people. In August 1958, the
Political Bureau of the Central Committee of the Chinese
Communist Party at its enlarged session adopted the Res
olution on the Establishment of People's Conununes in
the Rural Areas. The resolution analysed the historical
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background from which the people's communes had
emerged, foresaw their inevitable development and
decided upon the Party's policy of giving ardent support
and active guidance to the movement for their establish
ment. The economic character and future development of
the communes was also scientifically defined in the res
olution. It was pointed out clearly that the commune was
socialist in nature, and its means of production were still
under collective ownership; that the transition from col
lective ownership to ownership by the whole people was
a process, the completion of which might take a certain
number of years; and that even with the completion of
this transition, for a considerable period of time, the com
mune would remain socialist in character. At the same
time, the resolution made it clear that the commune was
the best form of organization through which to realize
the transition from collective ownership to ownership

the whole people, and from socialism to communism.
Careful and sound steps in developing the communes
were enumerated which put particular emphasis on the
peasants' voluntary participation in these new organiza
tions so as to prevent any form of compulsion. It stated
that experiments should first be made in some selected
mreas and the experience gained should then be popu
larized gradually. After the resolution was made public,
the broad masses of working people were overjoyed and
a vigorous movement to organize communes swept over
the whole country. In less than two months' time, the
people's communes were set up throughout the rural
ereas of the cotmtry. This was an epoch-making event

great significance in Chinese history.
By December 1958, communes had been established

ell over the coimtry. The Sixth Plenary Session of the
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Party's Eighth Central Committee, in its Resolution on
Some Questions Concerning the People's Communes,
systematically summed up experience gained in the de
velopment of the communes and provided solutions, both
in theory and in policy, to some of the fiindamental prob
lems which had arisen. In the spring of 1959, after a
check-up, improvements were made in all communes in
the country according to this resolution and subsequent
directives of the Party's Central Committee, since when
there has been a sound and vigorous development. The
changes that have resulted in the rural areas in both
economic relations and social life have opened up a broad
vista for a continuing leap forward in industrial and agri
cultural production, particularly the latter.
The transformation of the agricultural producers' co

operatives into the people's communes involved no change
in the collective ownership of the means of production.
The difference is that collective ownership in the com
munes has become more advanced and expanded, so that
it now contains certain elements of ownership by the
whole people.
At present, the level of development of the productive

forces determines that the communes still need to be

based on the collective ownership of the means of pro
duction. As agriculture has not yet been mechanized
and the bulk of the work still has to be done by hand, it
is impossible to make an immediate transition from col
lective ownership to ownership by the whole people.
Within the commxmes today, ownership at the commune
level is still only partial, ownership at the production
brigade level constitutes the basic one and a small part
of the ownership is also vested in the production team.
However, the trend is to develop towards ownership by
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the whole commune and collective ownerslup will also
be steadily developed into ownership by the whole people.
However, as the Resolution of the Party's Eighth Central
Committee at its Sixth Plenary Session pomts out:

.  . . Collective ownership still plays a positive role
today in developing production in the people s com-
mimes. How soon the- transition from collective own
ership to ownership by the whole people will be ef
fected will be determined by the objective factors—
the level of development of production and the level
of the people's political understanding and not by
mere wishful thinking that it can be done at any time
we want it. Thus this transition will be realized, by
stages and by groups, on a national scale only after
a considerable time.^

Because the communes' means of production are col
lectively owned, their products are also. In state enter
prises, the state, representing the whole people, ca"
rectly make a unified and rational distribution of their
means of production and products according to the nwds
of the entire national economy. But this cannot be done
in the people's communes at present. Except for a part
of the commune's products which are turned over to the
state in the forni of agricultural tax, the state can pro
cure them only in return for industrial products accord
ing to the principle of exchange at equal value. Within
a commune, under the system of unified leadership, man
agement and business accounting at different levels, any
exchange of products between the commune and the pro
duction brigades and between different brigades is done

mid., p. 21.
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according to the same principle of exchanges of equal
value, and allotment without due compensation is
impermissible.

With regard to collective ovimership, the commune is
much vnder in scale and higher in level than the agricul
tural producers' co-operative. The characteristics of the
commune are: first, it is bigger and second, it is more
socialist in nature. This is mainly demonstrated by the
fact that it operates on a much bigger scale than the agri
cultural producers' co-operative. It has initiated com
mune-wide irrigation and water conservancy projects
and also economic undertakings such as factories, mines,
farm machinery and water pump stations, livestock farrns,
orchards, forests, fish-breeding farms, etc. In addition to
the earnings of these enterprises, the commime can ac
cumulate fimds by appropriating a certain portion of the
yearly mcome of its production brigades. It makes tmi-
fied plans for production and distribution, puts produc
tion and construction imder unified direction and man
agement and organizes the "necessary large-scale co
ordination of work. Also it has the power to rationally
readjust standards of remtmeration for. labour vrhen
necessary. Therefore, in the ovmership system of the
people's commune, beginnings of ownership by the whole
people have appeared.,
However, it is only the basic means of production in

the communes that are commonly ovmed, while scattered
trees arotmd the houses, small farm tools, small instru
ments, small domestic animals and poultry are retained
by the individuals or families, and privately ovmed. The
members can continue to engage in some domestic side
line occupations on condition that these do not hamper
their participation in collective labour. They can cul-
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tivate their own small plots for raising fodder, gardens or
other crops and the means of livelihood which belong to
families or individuals such as houses, clothes, bedding
and furniture, etc. will always remain their own private
possessions.

After deductions for production costs and payment of
taxes to the state, the products of the commune are, by
and large, divided into two portions: one for accumula'-
tion and common expenditures (including expenses for
common welfare, cultural and educational undertakmgs),
and the other for the personal expenses of members, and
this second portion is generally distributed according to
the principle "to each according to his work. ^

After the establishment of the communes, a
tion system which combined the wage sj^tem with tha
of free supply was introduced on a trial basis. This is
a new method of socialist distribution initiated by. the
people's communes in this country. At the present time,
it represents what the broad mass of members eager y
demand. Such a system contains the first shoots of the
communist principle "to each according to his needs.
But essentially it is still socialist, being based on the
principle "from each according to his ability and to each
according to his work.". .
■  In applying the principle "to each according to his
work" the communes differ from the state enterprises
w^iich are owned by the whole people. This is because
the means of production and the products of the com
munes are collectively owned by the members, and
distribution is made, not on a national scale (like the
enforcement of uniform nationwide wage rates), but,
within each commune. As the communes differ from
one another in the size of their income, it is inevitable
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that the rate of remuneration for the work of mernbers
varies to a certain degree. Even within a commune,
remuneration will .be somewhat different between dif
ferent production brigades because of the enforcement
of the business accounting system at different levels.
The wage system that has been introduced in the com

munes on a trial basis is also not entirely the same as
that in the state enterprises at present. Today, the level
of productive forces in agriculture is still very low; many
and various kinds of work have to be done mainly by
hand. The difference in technical levels among the com
mune members is not as distinctive as it is among the
industrial workers. Under collective ownership, the pro
duction and income of different communes vary, some
earning more, some less. Natural conditions must also
be taken into account—a good harvest one year, a crop
failure the next. For these reasons, in general, it is not
entirely feasible for the communes to adopt the wage
system enforced in the state factories. Conditions make
it still necessary to absorb some experiences gained by
the advanced agricultural producers' co-operatives. A
transitional measure, therefore, has been adopted by com
bining the wage system with the system of "calculating
workdays on the basis of output" which functioned well
in the past. Implementation of this measure embodies
the socialist principle "the more one works, the more one
earns," thus encouraging the enthusiasm for production
among the members and production brigades. When the
productive forces are developed, the economic founda
tion of the communes gradually consolidated and the
accumulation increased, the wage system may then take
an advanced form.
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The free supply system as practised at present in the
communes usually covers only grain or prepared food,
and the standards of such supply vary with different
areas and communes. Such a system is the first shoot
of the communist .principle "to each according to his
needs," and, at the present time, it is the most reliable
form of social insurance for the peasants. Those over
sized peasant families short of labour power no longer
have to worry about the problem of food. Their initia
tive in production is encouraged and umty among the
pecisants strengthened. However, due to the low level
of production in agriculture, it is not yet feasible to in
troduce a free supply system that covers too large
a part of the consumer goods distributed. For a given
period of time, the wage portion based on work should
still constitute the main part of remuneration. The
standards of free supply should, to a certain extent, ̂ so
vary according to the amount of work done. By doing
so,, the principle "to each according to his work" may be
realized more fully, and the enthusiasm for production
among the peasants raised much higher.
The people's commune is an entity which combines the

township administration with that of the commune and
comprises industry (the worker), agriculture (the peasant),
exchange (the trader), culture and education (the student)
and military affairs (the militiaman). In China, this is
the basic unit of soci^ist social structure. Although the
people's commune and the advanced agricultural pro
ducers' co-operative are both socialist in character, the
two are nevertheless different in many respects. First,
comparatively speaking, the advanced agricultural pro
ducers' co-operative was a small'collective body which
generally comprised a few hundred households, while
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the commune is a much bigger one, composed of anything
from a few thousand up to ten thousand households.
Secondly, the advanced agricultural co-operative only
engaged in farming (including some sideroccupations) and
the limitation of its financial and labour resources, made
it impossible to develop a large-scale diversified economy.
The commune has a larger organization and broader
operational scale. It can mobilize labour power in the
countryside more fuUy and deploy it more rationally
than the co-operative. Its sphere of operation is no
longer limited to agricultural production. It also under
takes varied activities including forestry, animal hus
bandry, fishery and side-occupations; and providing that
it does not adversely affect agricultural production, the
commune carries out the ,simUltaneous development of
industry, and engages in trade and transportation, etc.
In short, the commune takes up a great variety of eco
nomic activities in a comprehensive manner. Thirdly,
the advanced agricultural producers' co-operative was
merely an economic organization while the commune is
a unified organization with political, econpmic, military.

. and cultural functions. Fourthly, the advanced agricul
tural producers' co-operative functioned only as an
organizer of collective production while the commune, is
an organizer of collective life as well.
In response to the pressing demand of the broad masses,

the communes have established a large number of com
munity dining-rooms, nurseries, kindergartens, "homes
of respect for the aged" and other collective welfare
institutions, and so liberated a consid^able number of
women from household drudgery. Women who for the-
past thousands of years have been imprisoned in the
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kitchens now participate in social labour and wear broad
smiles on their faces. Engels said in 1845:

It can be boldly assumed that with the communal
preparation and serving of food two-thirds of the labour
power now employed in this work can be saved and
that the other one-third will be able to do their work
better and more attentively than is now the case.^

This ideal as put forward by Engels has gradually be
come a reality in China's rural commimes.

It is precisely because of such features of the com
mune that this new-born social organization is able to
demonstrate its immense vitality and incomparable
superiority in less than a year after its establishment
throughout the rural areas of the covmtry. Immediately
after their nationwide establishment in 1958, they were
confronted with the reaping of an unprecedented bumper
autumn harvest and the mass movement to produce iron
and steel. Although in many places there was some
shortage of manpower during harvesting with the result
that the crops were gathered in a rather hurried manner,
yet an unprecedented harvest of grain and cotton was
brought in. On top of this, millions of tons of both iron
and steel were produced. At the same time, a gigantic
task was fulfilled in short distance transportation of both
agricultural produce and the materials needed for iron
and steel production. In 1959, the first year after the
people's communes were set up, under very bad natural
conditions, a summer harvest bigger than that of 1958
was reaped. Now an all-round development of agricul
ture, forestry, animal husb^dry, side-occupations and

German edition of Marx-Engels Works.Dietz yerlag, Berlin. 1957. Vol. II, p. 546.



284

fishery is being carried out by the cbmniunes. Hundreds
of thousands of small factories have sprung up in China's
countryside. Capital construction in water conservancy
and irrigation projects has made great headway, and the
life of the peasants is getting better every day. There
fore, it has become a popular saying among the broad
peasant masses that "the people's commune is good."
Of course, a mass movement on such a gigantic scale

and organized at such lightning speed as the formation
of the people's communes, it was inevitable that while
there were great achievements, a few shortcomings also
occmred. In fact, what is siurprising is not that some
shortcomings occurred, but that the shortcomings were
so few compared with the achievements and. that they
have been overcome so quickly. The Right opportunists
are blind to the superiority of the communes and to the
revolutionary fervour of hundreds of millions of peasants.
They concentrate their attention only on the faults which
were overcome long ago and which were only local and
temporary in-nature. They "assail at one point without
giving due consideration to all the achievements," echoing
the slanders raised by the internal and external enemies
by saying: "It was too early and too hasty to set up the
people's commxmes! The communes are in a mess!" Such
a lordly attitude towards the mass movement held by
those who isolate themselves from the masses- indicates

that they have taken up a position in opposition to the
people and to the great socialist revolution and socialist
construction.

The people's commune at its present stage is a power
ful weapon for propelling socialist construction forward,
and in the future it will be the best organizational form
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for completing the transitioh from socialism to com
munism.

The Resolution on Some Questions Concerning the
People's Commune adopted by the Eighth Central Com
mittee of the Chinese Communist Party at , its Sixth
Plenary Session points out:

Marxist-Leninist theory and the initial experience of
the people's communes in our country enable us to
foresee now that the people's communes will quicken
the tempo of our socialist construction and constitute
the best form for realizing in our country, the follow
ing two transitions:

Firstly, the transition from collective ownership to
ownership by the whole people in the countryside; and
Secondly, the transition from' socialist to communist

society.'

These predictions will be substantiate by living facts
as time goes by.
Of course, it will take a considerably loijg time to com

plete the two transitions mentioned above. In order, to
realize this beautiful ideal, arduous efforts are necessary.
First of all, China must be built into a great socialist
country with a modern industry, agriculture, science
and culture. The resolution also stated:

Both the transition from socialist collective owner
ship to socialist ownership by the whole people and the
transition from socialism to communism must depend
on a certain level of development of the productive
forces. Production relations must be suited to the

^Sixth Plenary Session of the Eighth C^tral Committee of the
Communist Party of China, op. cit., p. 17. ' -
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nature of the productive forces and only when the
productive forces develop .to a certain stage will certain
changes be brought about in production relations —
this is a fundeunental principle of Marxism.^

We are advocates of the Marxist-Leninist theory of
uninterrupted revolution; we hold that no "Great Wall"
can be allowed to exist between collective ownership
and ownership by the whole people, between socialism
and communism; we must not mark time at the collec
tive ownership and socialist stage. At the same time
we are advocates of ,the Marxist-Leninist theory of the
development of revolution by stages, we hold that when
the objective conditions are not yet mature, collective
ownership should remain the foundation of the com-
mimes. Even after the communes have made their

transition from collective ownership to ownership by the
whole people, if the productive forces are not yet
developed sufficiently to realize the communist principle
of "to each according to his needs," then, for a definite
period of time, the nature of our society will still be
socialist. As the Resolution of the Political Bureau of
the Central Committee of the Chinese Communist Party
on the Establishment of the People's Commxmes in the
Rural Areas, adopted on August 29, 1958, states:

Some years after that the social product will become
very abundant; the communist consciousness and
morality df the entire people will be elevated to a
much higher degree; universal education will be
achieved and the level raised; the differences between
worker and peasant, between town and coimtry, be
tween mental and manual labom- — the legacies of the

Hbid., pp. 23-24.
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old society that have inevitably been t^ried over into
the socialist period — and the remnants of imequal
bourgeois rights which are the reflection of these" dif
ferences will gradually vanish; and the function of the
state will be limited to protecting the country from
external aggression; and it will play no role internally.
At that time Chinese society will enter the era of com
munism in which the principle of "from each according
to his ability and to each according to his needs" will
be practised.'

Under the correct leadership of the Central Committee
of the Chinese Communist Party and Mao Tse-tung and
with the guidance of the glorious banners of the general
line, the big leap forward; the people's commune, and
with the selfless assistance and support of the Soviet
Union and other socialist countries and the working peo
ple of the whole world, the 650 million Chinese people
have the determination and energy to build China with
the utmost speed into a great socialist country with a
highly developed modern industry, agriculture, science
and culture, and on that basis to achieve the gradual
transition from socialism to communism.

^Ibid., pp. •25-26.
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