
CHOU EN-LAI

REPORT ON
THE PROPOSALS FOR THE SECOND FIVE.YEAR PLAN

FOR DEVELOPMENT OF THE NATIONAL ECONOMY

(Deliaered, at the Eighth National Congress of the Communist
Partg of China on geptember 16, 1956)



Comrades,
Our First Five-Year Plan for Development of the Nation-

al Economy will be successfully fulfi11ed a little more than
a year from now. In order that we may smoothly begin
constnrction under the Second Five-Year Plan as soon as

the First is fulfllled, the Central Committee of the Party
deems it necessary to make an early start on drawing up
the Second Five-Year Plan. Now, the Central Committee
submits its Proposals for the Second Five-Year Plan for
examination by the Eighth National Congress of the Party.
After being discr-rssecl ilnd adopted by the Congi'ess, they
will be presented to lhe State Council for discussion.

The fundamental principles and policies concerning our
Second Five-Year Plan for Development of the National
Economy have already been expounded in the Political
R,eport delivered by Comrade Liu Shao-chi on behalf of
the Central Committee. Now, I am entrusted by the Cen-
tral Committee with the task of delivering to the Congress
this Report on the Proposals for the Second Five-Year
Plan.

I. IMPLEMENTATION OF THE FIRST
FIVE-YEAR PLAN

Before speaking on the Proposals for ttre Second Five-
Year I?Ian, I shall lirst talk about the basic conditions of
the implementation of the First Five-Year Plan.

In the course of implementing the First Five-Year PIan,
l,hanks to the efforts of the people, and above all to the
efforts of the working people of the whole country, vic-
tories whieh are quicker and greater than expected have
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been gained in both our work of socialist construction ancl
of socialist transformation. Our achievements are tremen-
dous, but there have also been some defects and errors in
our work which we must strive to correct.

In regard to capital construction: It is estimated that,
by the end of 1957, our investments in capital construction
will probably exceed the planned total by more than 10
per cent; and that the programme for the above-norm
construction projects included in the PIan, with a few ex-
ceptions, will be completed on or ahead of schedule and,
furthermore, a number of new construction projects which
are to be started in this period are added in each year. It
is estimated that, by the end of 1957, some b00 newly built
or reconstructed above-norm industrial enterprises will
have been completed. This will increase the productive
capacity of our industry, and help to establish new branches
of industry and renovate to a certain degree some older
ones, thereby beginning to alter the hitherto extremely
backward state of China's industry. Through construction
work under the First Five-Year Plan, our industrial base
in the Northeast, with the Anshan Integrated Iron and
Steel Works as its core, will be greatly reinforced. In
Inner Mongolia, Northwest China and North China, many
new industrial cities wiII take shape. The length of rail-
ways newly built or restored within these five years will
reach some five thousand and five hundred kilometres. Im-
portant trunk lines such as the Chining-Erh1ien and the
Paochi-Chengtu lines are already flnished. The Yingtan-
Amoy Railway is nearing completion. The Lanchow-Sin-
kiang Railway has already been extended to the west of
Yumen. Important highways such as the Sikang-Tibet
and Chinghai-Tibet roads have been completed and opened
to traffic. Completion of these railways and highways has
strengthened the connection of the vast areas of our North-
west and Southwest with other parts of the country. In
the field of water conservancy, the work to bring the Huai

River under permanent control is being continued; the
construction of the pivotal water conservancy and hydro-
electric engineering project at Sanmen Gorge on the Yel-
Iow River has started; a number of large water-conserv-
ancy projects and many small and medium ones have
likewise been started. The many completed water con-

servancy projects have already begun to play a def-
inite part in preventing floods and irrigating farm-
land. In the past few vears, there have also been

great achievements in geological work which meets the
needs of our capital construction. As stated above, in
terms of investments and progress in building most of the
major projects, capital construction under the First Five-
Year PIan wiII probably reach our original goals. But it
should also be pointed out that some branches of our econ-

omy will possibly fail to fulfl1 their original investment
plans; part of the construction work of a few major proj-
ects will possibly fall behind the original schedule. These

branches and construction projects, in the period of more

than a year from now, should step up their work and strive
for the fu1filment of the original plans as far as possible. It
shouid likewise be pointed out that some construction units
concerned themselves only with speed, and overlooked
quality and safety, thus resulting in poor quality, many
accidents, and waste in construction work. This should be

a lesson to us.
In regard to industrial production: The total value of

industrial output (here and below, this includes the value
of output of modern industries and handicrafts, being cal-
culated in terms of constant prices of 1952) has every year

exceeded the value set in the annual plan. In 1956 it will
reach the level set for 1957 in the Plan. By 1957 it will
possibiy exceed by about 15 per cent the target originally
s-et in the P1an. As to the output of major industrial prod-
ucts, in 1957 the overwhelming majority of them will sur-
pass the planned targets. For instance, steel wiII reach
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made paper', 800,000 tons. As to important new industrial
products, we are now
ing, mel,allltrgical and f
metal-cutljng machinc t
make in the past. We
cles and jet planes, which we were unable to make in the
past. We have begun producing a certain amount of large_
type steel products and high-grade alloy steels which we
were unable to produce before. But owing to the shor.tage
of raw materials, a slack market. or technical reasons, the
original output plan for several kinds of products rnay not
be fulfilled _- for instanee, oi1, sulphur black, edible vege-
table oils, cigarettes and matches.

In regard to agricultural production: In 1g53 and 1g54,
many areas of our country suffered rather severe natural
calamities. Consequently the agricultural production plans
for these two years were not fulflltred. Nevertheler., th"
food crop sur,passed that of 1g52, v.zhich was a year of
bumper harvests. The year 19b5 was again one of good har-
vests. The output of grain (here and below not including
soya beans) reached 349,600 million catties, that of cotton
reached 30,360,000 tan, and the oul,put of other agr.icultural
products also increased. In 1g56 many areas have suffered
severely from floods, water-logging, typhoons and drought,
resulting in a measure of darnage to certain crops, espe-
cially cotton. But, because the whole countryside is in the
high tide of the co-operative movement, production will be
increased in those areas untouched by natural caiamities,
and the 195G toial output of grain in the whole country
will still be able to reach the level to be attained in 195T as
set down in the First Five-Year p1an. pr:ovided that there

are no particularly severe natural calamities in the coming
yeai: and rrlore, it will be possible in 19bZ for the main
grain and certain industrial crops to exceed the targets set
in the original Plan. But soya beans, peanuts, rape-seed,
jute, ambary, and certain kinds of livestock will probably
not be able to reach the original targets. We must take
effective measures to str:engthen these weak links.

In regard to transport, posts and tele-communications:
Alongsirle 1,he development of industrial and agricultural
production and the expanding scale of capital construction,
there has been an annual increase in the volume of traffic
and of business handled by our posts and tele-communica-
tions. It is estimated that, in l9b7, the target for freight
mileage handled by all major transport departments will
possihly be overfulfilled. But, because the plan for the
technical reconstruction of certain existing lines ancl
equipment has not been fu1fi1Ied, certain lines and trans-
portation centres are at present overburdened and con-
gested with traffic. Endeavours are being made to alter:
tiris situation.

In regard to commerce: With the consl,ant growth of so-
cialist commerce, a well-planned and well-organized do-
me-stic market has already taken shape, and the leading
position of socialist commerce is being consolidated. In
1956 the volume of retail trade will increase by 66.8 per
cent as compared with 1952, and the total value of imports
and exports, by 65 per cent. It is estimated that, by 1g57,
all plans for retail saies and for the sales of most commodi-
ties in the home market, and plans fclr exports and imports,
rvill be fulfilled, and some even overfulfilled. In the past{few years, the voJnme of commodity circulation in the
country has been expanded on the basis of increased pro-
duction, and, as a result of carrying out the policy of
planned purchase and distribution in regard to several
kinds of the most essential daily necessaries, supplies of
the people's clai1y necessaries have been ensured. This has
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secured, in the main, stability of prices and promoted in-
dustrial and agricultural production and the improvement
of the people's life. At present, the chief defect in com-
mercial work is that the supply of commodities is not well-
organized, and business management is unsatisfactory.
This has created overstocking of some goods at one time
and shortage at another.

In regard to culture, education, scientiflc research and
public health: Considerable advances have been made in all
these fle1ds in the past few years. It is estimated that by
1957, except for a few branches, we shall be able to over-
fulfiI all the'targets, including those for higher, secondary
and primary education, scientiflc research, journalism, pub-
lications, broadcasting, literature, arts, cinema, physical
culture and medical service. For instance, the 1957 enrol-
ment in institritions of higher learning will reach about
470,000, surpassing the original target by about 9 per cent,
and there will be 68 research institutes under the Chinese
Academy of Sciences, 17 more than in the original plan.

In regard to co-operation in agriculture and handicrafts:
By the end of June 1956, a total of 992,000 agricultural pro-
ducers' co-operatives had been organized throughout the
country. Their,members made up 91.7 per cent of the coun-
try's peasant households; those belonging to co-operatives
of the advanced type constituted 62.6 per cent of all peas-
ant households. Approximately 90 per cent of all the
handicraftsmen had been organized. It is our estimate that
by the end of 1957, after we have worked for another year
and more, co-operation in agriculture and handicrafts will
be virtually universal throughout the countrv, except for
a few border areas.

In regard to socialist transformation of private industry
and commerce: By the end of June 1956,99 per cent of
capitalist industrial enterprises, in terms of output value,
and 98 per cent in terms of number of workers and em-
ployees, had come under joint state-private operation. Of
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the private commercial and catering estabtishments, 68 per
cent in terms of number of shops, and74 per cent in terms
of number of personnel, had been transformed into joint
state-private shops, co-operative shops or co-operative
groups. The conversion of capitalist industry and com-
merce into joint state-private enterprises by whole trades
and the introduction of the system of a flxed rate of
interest on shares have prepared the way for the na-
tionalization of capitalist means of production.

Here I wish to speak briefly about the improvement of
the people's material weil-being.

Taken as a who1e, the rate of increase of the wages of
the workers and employees in the past few years was in
the main compatible with that of labour productivity.
However, in a certain period of time, the rate of increase
in wages lagged far behind that of labour productivity.
For instance, labour productivity in industry (exclud-
ing private industry) in 1955 was about 10 per cent
higher than in 1954, while the average wages of the work-
ers and employees increased only 0.6 per cent. A similar
situation was found in other branches of the national econ-
omy. Immediatel.y after we discovered this mistake in
our work at the end of 1955 we set about correcting it.
Beginning from April 1956, we implemented a nation-wide
reform of the wages system, fixing the average wages of
the workers and employees for 1956 at about 13 per cent
above that of 1955. Thus the average wages of the work-
ers and employees in 1956 will be 33.5 per cent
higher than in 1952, surpassihg the 33 per cent in-
crease in five years laid down in the First Five-Year Plan.
The increase of labour productivitv will also exceed the
original target. In state-owned industrial enterprises, for
instance, labour productivity, according to the 1956 target,
will be 70.4 per cent higher than in 1952, surpassing the 64
per cent increase in five years stipulated in the First Five-
Year Plan.



During the past few years, we stabilized the agricultural
taxes for the benefit of the peasants, and appropriately
raist:d the price of grain purchased by the state, thus grad-
ually irnproving the life of the peasants on the basis of
expandecl ploduction. But we also made some mistakes.
In 1954, because we did not completely grasp the situation
of grain production in the whole country, and pur-chased a

Iittle more grain from the peasants than we should have,
discontent arose among a section of the peasants. In 1955,

we carried out the policy of fixed quotas for the produc*
tion, purchase and marketing of grain, which set the minds
of the peasants at ease and raised their enthusiasm in pro-
duetion" It is now estimated that the total income of the
peasants can be increased by about 30 per cent in these
fi.ve years.

From 'r,h.e situation clescribed above, it can be seen that
our First Five-Year Plan can clelinitely be fulfilled sltccess-
fully. Most of ttre targets can be surpassed, if we make
strenuous efforts and if no particularly serious natural
calamities or: unexpected accidents occur. The execution
of the tr'irst Five-Yea.r PIan has brought about, and its over-
fuifllment will further bring about, profound changes in
our national economy. 'This expresses itself mainly in the
following: Industrial and agricr-rll,urai production has been
r"aised greatly, with the total output value of industry"and
agriculture (including the output value of modern indus-
tries, handicrafts and agriculture) in 1957 estimated to in-
crease by more than 60 per cent compared with 1952; the
share contributed by the value of industr:ial oulput (in-
cluding output of trirndicrafl.s) to the total value of indus-
trial and agricultural output will be ;tpproxirn;rtely 50 per
cent, with industry producing capital g;oods accounting for
over 40 per cent of total industrial output-a fact that will
strengthen the leading role of industry in the national
econorny. Irurthet'more, as a decisivc victory has been
scored in socialist transformation, the socialist sector has
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assumed the predominant position in ali fielcls --- industry,
agriculture, transport and commerce. Now, all krranches
of our national economy are prospering, ilnd cultur.'e, edur:a-
tion, and scientiflc research a.re entering a llourishing period.
This has created conditions for the continued raising oI the
people's standard of living.

It should be pointed out that the r:nity of our people of
alI nationalities, all democratic par:ties anctr all patr:iots
under"the leadership of the Communist Party of China, and
the initiative and enthusiasm they have shown in the task
of socialist transformation and socialist construction are
the foundation and guarantee for the great ac:hievements
enumerated above.

We must also point out that the grea,1. Soviet Uniorr and
the People's Democracies have given us tremendous as-
sisl.ance in Lhe carlying out of our First Five-Year P1an.
l)uring this periocl, the Soviet llnion has granted us loans
crn favourable terms, helped us to design 205 inciustrial en-
terprises and supplied the bulk of the equiprnent for them,
sent large numbers of outstanding experts to China and
rendered us much technical aid in other ways. The Peo-
p1c's Democracies, too, have given us much assistance in
equipment, materials, technical forces and so on. Experts
from the Soviet Union and the People's Democracies \Mho
are working in China have been making outstanding con-
tributions to the cause of socialist construction in our coun-
try. We wish to take this opportunity to express our deep
gratitude for the sincere, fraternal assistance given us by
the Soviet Union and the Peop1e's Democracies.

In carrying out the First Five-Year PIan, we have ac-
quired considerable experience and learned not a few les-
son-s. By dr"awing on these, we shall be able to woi:k still
better in socialist construction. Here I only wish to put
forward sorne views on certain questions which we con-
sider to be fairly importanl, in guiding economic work dur-
ing the past few'years.



First, we should, in accordance with needs and possibili-
ties, set a reasonable rate for the growth of the national
economy and place the Plan on a forward-Iooking and com-
pletely sound basis, to ensure a fairly balanced clevelop-
ment of the national economy. Since it is difficutt for us,
while drawing up the long-term plan, to fully envisage the
various new circumstances and questions that may arise in
the course of its implementation, we should set the long-
term targets in a comparatively realistic \May and leave it
for the annual plans to make the necessary adjustments.
The targets set in- the First Five-Year PIan are, in the
main, correct. The arrangements of the annual plans of
the past four years were, by and large, suited to the specif-
ic conditions of the time, and were therefore capable of
ensuring an overfulfiIment of our First Five-Year plan.
But it should be pointed out that in certain parts of our
annual plans for 1955 and 1956, we erred on the side of
setting the targets too high or too low, which gave rise to
certain difficulties in our work.

In drawing up the 1955 plan, because of the crop failures
in the previous two years, we narrowed down the scale of
capital construction a bit too much, and in the campaign to
practise economy in that year, we made inappropriate cuts
in investments for cbrtain non-productive capital construc-
tion projects. And as the plans for capital construction
were changed frequently and issued to the departments
concerned very Iate, they were not quite satisfactorily ful-
fi11ed. As a result, not only was there an excessive flnan-
cial surplus, but also a temporary false surplus of impor-
tant building rnaterials like steel products, cement and
timber. If we had, at an earlier date, prepared a number
of reserve projects and enlarged the scale of construction
in time or if we had increased our state reserves of certain
materials in a planned way, this temporary laying-up of
materials could have been resolved. However, since we
underestimated the developments ahead and regarded
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l,emporary surpluses of materials as a relatively permanent

lrhenomenon, we resorted to export to resolve our difficul-
l,ies with temporary surpluses of steel products and cement.
l'his was clearly not the right thing to do.

At the time when we drew up the plan for 1956, owing
to the bumper harvest of the previous year and to the great
victories won in socialist transformation, it was necessary
as well as possible to set a fairly high tempo for develop-
ment of the national economy. But, we failed to strike a

proper balance between the scale of capital construction
and the capacity for supplying materials, and therefore we
set the scale of capital construction somewhat larger than
it should be. At the same time, there appeared in certain
branches of the national economy a tendency to do many
things at once and be impatient for success. As a result, not
only were our national flnances somewhat strained, but
there occurred a serious shortage of building materials,
such as steel products, cement and timber. The state reserve

of materials was too heavily drawn upon, and quite a

strained situation was brought about in various spheres of
the national economy.

Experience shows that, in drawing up the long-term
plan, we should set the targets realistically in accordance

with the basic requirements of socialist industrialization
and with the possibilities of the material and flnancial re-
sources and. manpower of the country. At the same time,
a certain amount of reserves should be built up so that the
plan can be put on a sounder basis. But while drawing up
annual pIans, we should bring whatever potentialities we
have into play according to the conditions which will pos-

sibly develop in the current year and subsequent years, so

as to ensure fulfllment and overfulfilment of the long-term
pIan. Experience further shows that we should guard
against two different tendencies in drawing up the annual
plans: when conditions are favourable, we must discern
the unfavourable factors confronting and ahead of us and



guard against impatience and rashness; when conditions
are unfavouratrle, we mtrst see that there also exist rnany

favourable factors confronting and aheacl clf tts artd guard

against timidity and. hes.;itance. 'Xhat is 1.o sttl', '"vt-' should
make an over-all analysis of the objective conditions, and

at the sarne time try as best as we can to make a unifled
plan for the main targe.Ls of the current year etnd the next
y"*r, ,o that each of the annual plans may dovetnil with
the next and advance at a fairly even pace.

Secondly, we should co-ordinate key projects with over-
aIl arrangements, so that the various branches of ttre na-

tional economy can develop proportionately' During the
past few years, while giving priority to the development

of heavy industry, we adopted the policy of speeding up
'agricultural co-operation to push forward the develop-
ment of agricultural production, and correspondingly de-

veloped light industry, 1,hus mahing it possible to avoid the

danger of dislocation between the several major branches

of the national economy.
In dealing with this relationship between key projects

and over-all arrangements, we have, however, also made

mistakes in some cases. For instance, in 1953, in the con-

struction work of some departments and localities there
appeared the tendency to do everything at once, taking no

account of actual conditions, and recklessly running ahead'

As a result, this affected the priority construction projects

of the state, gave rise to difficulties in flnance and waste of
manpower and naaterial resources. Such a tendency re-
curred in the peginning of 1956, following the publication
of the Draft National Programme for Agricultural De-

velopment (1956-1967). Some departments and localities,

impatient for success, atlempted to accornplish within three

or flve years, or even one or two years, tasks that required

seven or twelve years to cornp)ete. These tendencies were

all discovered and corr:ected by the Cenl,ral Cornmittee in
good time.
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In the same period, there appeared another tendency --
the tenclency to give certain important tasks too much em-
phasis so that they te1l out of step with other related tasks'
F'or example, in the beginning of 1956, in order to speed up
agricultural development, we overestimated the needs in
that year for: the two-wheeled, double-shared plough and

the small-size steam engine, and drew up production plans

for too high an output of them. Although plans for the
two products were repeatedly revised to reduce output, the
planned figures were sti1l too high. As a result, too much
steel was consumed, thus creating more tension in the sup-
p1y of steel in 1956. AIso, some machine-building factories
were made to rush up production at one time and reduce
it at another. To take another example, in the course of
our construction, certain industrial enterprises advanced
too rapidly so that the raw materials needed were not all
available. The result was that it was impossible for those

enterprises to give full play to their productive capacity.
At the start of our industrial construction, things like these

might not be entirely avoidable. But it was not impos-
sible to foresee them and make more judieious prepara-
tions against them.

In our construction work during the past few years, we
have made arrangements that are on the whole appropriate
with regard to the relationship between the central and
the local authorities, and between the coastal areas and the
interior. But there were still shortcomings in this respect'
For some time, we laid emphasis on the construction work
undertaken by the central authorities, but paid inade-
quate attention to the development of local construction
work; we laid emphasis on construction work in the in-
terior, but paid inadequate attention to that in the coastal

areas. Hereafter, we should constantly pay attention to
readjusting the above-mentioned relationships, so as to
avoid one-sidedness.



The foregoing shows that white we lay emphasis on key
projects, it does not mean that they can be developed in
isolation, independent of an over-all arrangement; and
while we require an over-all arrangement, it does not mean
that we may lay equal emphasis on aII things without giv-
ing assurance to the key projects. In drawing up plans
and arranging our work, we must neatly co-ordinate key
projects with over-all arrangement.

Thirdly, we should build up our reserves and perfect our
system of stockpiling materials. Loss of balance is bound
to occur frequently as our national economy develops.
Hence we must lay aside the necessary reserves of ma-
terials, flnancial resources, mineral resources, productive
capacity, etc., and in particular, we must increase state-
held stocks of materials, so that an even growth of our na-
tional economy and the smooth execution of annual plans
may be ensured, and that any unexpected difficulties that
may arise can be coped with. In the next few years, our
agricultural produetion is still very much subject to the in-
fluence of natural calamities. To meet possible crop
failures, we must have stocks of grain and of major indus-
triaL crops. In order to meet the needs of the daily ex_
pansion of the scale of our construction and production, we
must also have stocks of equipment and raw materials.
Furthermore, we still lack experience in planning, and
our plans are often incomplete and. inaccurate. Even if
they are fairly accurate at the moment when they are
drawn up, they may be thrown out of balance by unfore-
seeable factors. For instance, in 1gb6, when the utilization
rate of the open-hearth and blast furnaces was raised as a
result of the introduction of new technique, the supply of
ores and coke failed to catch up. In order to eliminate or
mitigate the unbalanced conditions which may occur in
carrying out the plan, we must also hold the necessary re-
serves.

Although the state's stocks of materials were not very
large in the past few years, they played a part in meeting
the demands of our production and capital construction,
and made a contribution towards easing the tense material
shortages of 1956. It should be pointed out, however, that
in the past we did not grasp the fuII importance of keep-
ing reserves of materials. As I have said before, in 1955,
when there was a small surplus of certain materials, we
injudiciously exported part of them. So when the scale of
capital construction was expanded in 1956, an acute short-
age of these materials was felt.

We must understand that in a country like ours where
the economy is backward and the population is large,
shortage of materials will occur frequent)y for a long time
to come, whereas any surplus will be transient. Therefore
we need to pay stil1 more attention to augmenting our re-
serves and instituting a storage system, for the state to
store necessary materials, and especially important ma-
terials the supplies of which are not so abundant. A11 state
enterprises should also keep proper material reserves. Of
course, the storage of materials, whether made by the state
or by state enterprises, should be carried out in a well-
planned way, and the quantities of materials should be
flxed within reasonable limits and increased gradually" We
cannot expect to make big increases at once because this
would harm our current production and construction. Fur-
thermore, we must also combat the wrong view of regard-
ing the overstocking of products caused by blind produc-
tion as storage of materials by the state, because this would
inevitably cause state funds to run to waste or lie unused,
which is also harmful to our production and construction.

For-lrthly, the relationship between economy and finance
should be correctly handled. Years of experience tell us
that our flnancial revenue must be based on oul' economic
development, and our flnancial expenditure must aIso, and
above all, ensurb the development of our economy. Thus,
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we should first of all consider the econornic development
p1an, particularly the plan for industr-ial and agricultural
production. Then, basing ourselves on it, we should draw
up the flnancial p1an, with which to ensure the successful
carrying out of the economic plan. If, insteacl of enlarg-
ing our financial resources in accordance with the condi-
tions of our economic development, we set oul' targets for
financial reverlue too low, or, if we only worr'y about cut-
ting financial expenditure and keep too much in r:eserve,

we will tend to hold back the full development of economic
construction. This would be wrong.

In drawing up our financial rc\/enue plan, we must take
into account the prospects of economic development and the
correct ratio between accumulation and consurnption, and

avoid placing the figures so high as to pltt a great strain on
our effolts. In drawing up oun linancial expenditure plan,
apart from making a correct distribution in line with the
demands of ensuring the conslru-ction of key projects and

the proportionate development of the national economy,

we should also give consjderation to the balance between
the scale of construction and the supply of rnaterials and
keep in hand a definite amount of reserve funds to meet
unexpected needs, and avoid placing the figures so high
as to put a great strain on oul: efforts. It would be obvious-
1v wrong, too, to take only the deurands of construction
into account and ignore the financial possibilities, or with-
out considering whether there are adequate supplies of
equipment, materials and technical personnel, put forward
indices which are too high and excessively big pians for
investments.

Comrades often like to argue whether or not there
should be "financial limitations." In our view, it is of course

wrong to ignore the demands of economic development,
and subjectively set up limitations r,vhich hamper eco-

nomic development. We should oppose such limitations.
But, if financial plans conform to the actual condition of

economic development, and embody the correct relations
between accumulation and consumption, between priority
construction projects and over-all arrangements, then such
financial plans must undoubtedly ,be strictly carried out,
and should by no means be branded as "flnancial limita-
tions" and blindly challenged.

It should also be pointed out here that many of the
shor tcomings and mistakes in our work are inseparable
from subjectivism and bureaucracy among the leadership.
Some leading comrades sit up on high, do not approach the
masses, are ignorant of the actual conditions, and are sub-
jective in dealing with questious and making arrangements
for rvork. Consequently one can hardly expect their de-
cisions to be con:ect; ln fact, they may be wrong. Bureau-
cracy at higher levels, moreover, fosters commandism at
lower levels.

At present the various departments of the State Coun-
cil are overstaffed and divided into too many levels, caus-
ing the lower organizations to be inundated with official
documents, telegrams and forms. There are leading
cadres in certain departments who are not even aware
what directives have been issued from and what regula-
tions have been made in their departments. A quick end
must be put to such manifestations of bureaucracy.

Although we have made great achievements in our gov-
ernmental work, we must never allow ourselves to have
the slightest feeling of self-complacency and conceit. It
should also be observed that our national economy is de-
veloping at high spced, and that the situation changes
often and rapidly. New problems can appear anywhere at
any momcnt, and many of these problems are interlinked
and crisscrgssed with co,mplications. Therefore, we must
consl,antly maintain close contact wi1'h 1,he masses, get down
to reality, strengthen the work of investigation and study,
1.akc changes in the situation in hand., make concrete
analyses of conditions, both favourable and unfavourable,
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and estimate both advantages and difficulties correctly so

that decisions can be made in time to regulate the activi-
ties of aII departments and aspects of our national economy
in order to avoid dislocation and clashes. In this vast
country of ours, where situations are complicated and
sweeping changes in the economy are taking place, any sort
of negligence may result in big mistakes and great losses.

Consequently, the overcoming of subjectivism and bureau-
cracy is of especially great importance.

II. F'UNDAMENTAL TASKS OF THE
SECOND FIVE-YEAR Pf,AN

The Central Committee of the Party considers that in
drawing up the Second Five-Year Plan for Development
of the National Economy we should start from the antici-
pated achievements of the First Five-Year PIan, bear in
mind the basic requirement that by about the end of the
Third Five-Year Plan period we must fulflI the fundamental
task of the state in the transition period, and make a prac-
tical appraisal of the various conditions inside and outside
the country during the Second Five-Year Plan period, so

that the planning may be all-embracing. OnIy in this
way can the plan be both forward-looking and sound.

The Central Committee of the Party suggests that the
fundamental tasks of the Second Five-Year Plan for De-
velopment of the National Economy should be: (1) to con-
tinue industrial construction with heavy industry as its
core and promote technical reconstruction of the national.
economy, and build a solid foundation for socialist indus-
trialization; (2) to earry through socialist transformation,
and consolidate and expand the system of collective
ownership and the system of ownership by the whole peo-
ple; (3) to further increase the production of industry, agri-

culture and handicrafts and correspondingly develop
transport and commerce on the basis of developing capital
construction and carrying through socialist transforma-
tion; (4) to make vigorous efforts to train personnel for
construction work and strengthen scientific research to
meet the needs of the development of socialist eeonomy
and culture; and (5) to reinforce the national defences and
raise the level of the people's material and cultural life
on the basis of increased industrial and agricultural pro-
duction.

The main purpose of the socialist industrialization of our
country is to build up, in.the main, a comprehensive indus-
trial system approximately within a period of three Five-
Year Plans. Such an industrial system will be able to pro-
duce the principal machinery, equipment and materials to
meet in the main the needs of our expanded reproduction
and of the technical reconstruction of our national econ-
omy. It witt also be able to produce various types of con-
sumer goods to satisfy suitably the needs born of the
ever-rising living standards of the people.

Some may ask: Given the continuous development of
the economies of the socialist countries headed by the
Soviet lJnion, and given the possibitrities of economic and
technical co-operation among the socialist countries, is it
still necessary for our country to set up a comprehensive
industrial system? We think that even though our coun-
try's situation today is quite different from that of the
Soviet Union in the early years of its establishment, and
that the existence and development of the Soviet Union and
the People's Democracies is a very favourable condition for
our socialist construction, yet a populous country Iike ours,"
which has rich resources and great demands, still needs to
build its own comprehensive industrial system. This is
because, in accordance with our internal requirernents, we
must quickly alter the long-term backwardness of our na-
tional economy; and in accordance with international re-
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quir"ements, the establishment of a powerful industry in
our country can promote a common economic upsurge in
the socialist countries and add to the forces in defence 'of

wor'ld peace. The parasitic view that we need not build our
own comprehensive industrial system, and can rely wholly
on international assistance, is therefore wrong.

Another view, that we can close our doors and carry on

construction on our own, is wrong too. Needless to say,

the establishment of a comprehensive industrial system in
our country requires assistance from the Soviet Union and
the People's Democracies for a long time to come. At the
same time it is also necessary for us to develop and expand
economic, techriical and cultural exchanges with other
countries. Even when we have built up a socialisl; indus-
trial state, it wiil still be inconceivable that we should close

our doors and have nothing to ask from others. Facts show

that, not only will economic and technical co-operation
among the socialist countries expand continuously, but,
with the daily growth of the forces oI the peoples of vari-
ous countries in the struggle for peace, democracy and na-
tional independence, and the international situation tend-
ing more and more towards relaxation, economic, techni-
cal arnd cultural relations between us and various other
countries of the world will certainly expand from day to
day. Therefore, the isolationist view of soeialist construc-
tion is also wrong.

In order to lay a solid foundation for the socialist indus-
trialization of our country, it is necessary, during the
Second Five-Year PIan, to continue to expand our metal-
lurgical industry, to make vigor:ous efforts to speed the
construction of our machine-builcling industry lo stlenglh-
en our electric power, coal-mining and building material
industries, and to energetically develop the backwhrd
branches of our: industry - 

the oil, chemical, and radio
ecluipment industries. At the same time, we should also

press ahead with the technical reconstruction of our na-

tional economy and, flrst of al.l, technical reconstruction of
industry, so as to raise the technical level of our industry.

As attested by experience, industrial construction, with
heavy industry as its core, cannot and should not be car-
ried on in isolation, but rnust be co-ordinated with other
branches of the national economy, especially agriculture.
Agriculturc. is a necessary condition for industrial develop-
ment, and for the development of the entire national econ-
omy. To retard the development of agriculture would
not only have a direct adverse effect on the development of
light industry and the betterment of the peopJe's livelihood,
but gr:eatly affect the development of heavy industry as
vrell as of the national economy as a whole; it would also
adversely affect the consolidation of the worker-peasant
alliance. Therefore, in the Second Five-Year Plan period
we should continue to make great elforts to develop agri-
culture so that its development may be co-ordinated witl'r
that of industry. To ensur.e a well-proportioned, mutually
co-ordinated development of al1 branches and aspects of the
national economy, we should arrange proper relations be-
tween heavy industry and light industry, between indus-
trial and agrieulturatr production on the one hand and
transpolt and the circulation of commodities on the other,
between economic construcl,ion and cultural development,
between national construction and the livelihood of the
people. At the same time, r,ve should r.eadjust the relations
between the central and the iocal authorities, between the
areas close to the coast and the interior, and between the
various nationalities. Ali this is intended to harness all
positive factors and useful forces to the great cause of
building socialisrn.

In the Second Five-Year Plan per,iod, it will be possible
for orrr capital construction, and industrial and agricul-
tural produclir:in, to keep up their expansion at a relatively
higJ-r speed. The Ccntral Comurittee considers that in this
period, on the basis of increased state revenue, state in-
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vestments in capital construction can be increased from
the figure of about 35 per cent of the total state revenue
in the flrst five-year period, to about 40 per cent. Hence
investments in capital construction in the second five-year
period will be about double those in the first' As regards
industrial and agricultural production, according to pre-
liminary calculations, the total value of industrial output
in 1962 will be aloout 100 per cent more than in 1957. With-
in this total, the value of output of both capital goods and
consumer goods will increase considerably, but the rate of
increase in capital goods witl be greater. The total value
of agricultural output wiII increase by about 35 per cent.
By 7962, the total value of industrial and agricultural out-
put will be about 75 per cent above the.flgure set for 1957

by the tr'irst Five-Year P1an.
It should be explained here that the increased percent-

ages as enumerated in the Proposals for the Second Five-
Year Plan are calculated with the planned targets set in
the First Five-Year Plan as the basis, and no account is
taken of the possibility that these targets will be surpassed.
They thus appear to be relatively high. After the con-
clusion of the First Five-Year PIan, if the flgures actually
achieved in 1957 are used as the basis, then the percentage
increases in the Proposals may turn out to be relatively
lower. For instance, China's steel output for 1962 as sug-
gested in the Proposals is 10,500,000-12,000,000 tons. This
represents an increase of 150-190 per cent, as compared
with the 1957 target set in the First Five-Year Plan -which is 4,120,000 tons. But compared with the 1957 out-
put of steel as now envisaged, which is 5,500,000 tons, the
increase will be about 100-120 per cent.

We consider that the rates of expansion of capital con-
struction and industrial and agricultural production, men-
tioned above, are suitable, being put on a for:ward-loohing
and perfectly sound basis. We are convinced that iI only
we rely on the masses and bring their initiative and crea-
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tive ability into play, we can mobilize great strength, over-
come all difficulties in the path of our advance and success-
fully accomplish the tasks set by the Second Five-year
Plan just as we have done in the First.

UI. SOME MAJOR, QUESTIONS CONCERNING THE
PROPOSALS FOR THE SECOND FIVE-YEAR PLAN

I have explained above the fundamental tasks of the
Second Five-Year PIan. The speciflc principles and targets
with regard to the Second Five-year plan have been dialt
with in the Proposals put forward by the Central Com_
mittee. Here, I shall only speak briefly on a number of
major questions concerning the proposals for the Second
Five-Year Plan.

1. REASONAtsLE ACCUMULATION AND
DISTRTBUTION OF FUNDS

The scale of our national construction will depend on
the amount of funds we can accumulate and how we dis_
tribute them. If we amass more funds and distribute them
properly, the rate of expanded reproduction in society will
be faster, and we shall be able to bi.ing about a well_
proportioned development of the various branches of the
national economy. Therefore, a reasonable solution of the
questions of accumulation and distribution of funds is of
great importance.

National income is the material wealth newry created in



of the social forces of production, i.e', on accumulation.
In the clistribution and redislribution of national income,

a suitable proportion must be rnaintained between the part
for consurnption zrnd the part for accumulation. If the pro-
portion of consumption is too smal1, the improvement of
the life of the people will be impecled. If the proportion of
accumulaLion is too small, expanded reproduction of the
social forces of procluction will be slowed down. Both would
be detrimental to the PeoPle'

In the Seconctr tr'ive-Year Plan period, our national in-
corne r,vil1 prolcallly rise by approximately 50 per cent as

compared with the fi.rst flve years. Because our national
economy is stil1 very backward, with agrieulture still oc-

cupying a relatively large part, and trecause the standard

of living of our people is still relatively 1ow, the portion
of national income going to accurnulation cannot and

shoulcl not be increased too much and too fast, but rnay

be slighttry bigger than that in the first flve^year period'
Tl-rus, in the Seconcl Fj.ve-Year PIan period, 1'he amount of

accurnrrlation wiltr still show a great increase along with
the rise ir-r. tlr.e national ineome.

After the problem of the accumulation of funds is
solved, we must also solve the problem of distributing such
funds. Taking into account the present internal and inter'-
national conditions, the Central Committec consider:s that,
for the Second Five-Year Plan period, it is neceb-

sary and possibie for us to cut dow'ir appropriately
in our state budget the proportion of expenditure going

to nat!.onal defence and administration, and to raise
that going to economic, <:ulturar1 and educational under-
takings. In the flrst five""ycnr period, expenditure for na-
tional defence and administral.ion constitutes approximate-
Iv 32 per cent of all sta1.e expenditure' In the second flve-
year pei:iod, we should endeavour tr: cut it down to ap-
proximately 20 per cent. In ttris waF, expendil.ure for eco-

nomic, cultural and educational undertakings can be raised

{,4 bi)

from approximately 56 per cent in the first five-year period
to 60*70 per cent in the second, thc'reby ensulir:g a r:apicl
progress in the econotnic, cultt-lral and educationa"l spheres.

In distributing state investrnents in capital construction,
a relatively high rate of developrnent should be ensured for
indusl.ry and agriculture. In the total amounl of invest-
ments, investments in industry may be raised ft'om 58.2
per cent in the lirst {ive-year period, to approxirnate)y 60

per cent in the second; and investments in agriculture,
water consel:vancy and forestry may be raised froin 7.6

per cent to around 10 per: cent. In addition, attention
shouid be paid to plop'er allocation of investurents for
transport, posts and tele-communicai,ions, for cultural, edu-
cational, scientiflc ancl public health departmerits, for urban
construction departmeuts and commerce, stl that each may
retain an appropriate pr:opor:tion.

In distributing indr-rstrial investments, suitable propor-
tions should be kept between light and heavy industries.
In the lirst flve years, as there ai:e still cclnsiderable poten-
tialities in our light industry, the Flan stipulates that in-
vestments in lighl; industr:y should constitute 11.2 per cent
of lhe totzrl industrial investment (this has been raisecl a lit-
tle .in the colrrse of implementation)'-a percentage which is
appropriate. Cionsideriirg the gradual rise in consumption
by the people in the second five years, and that our pro-.
ductive capacity in eertain products of light industry will
be inadequate, we deem it necessary to suitably increase
the percentage of investmenLs ia light industry. However,
some of the light industrial enterprises have not futrly
tapped their potentialities, iarge numbers of joint state-pri-
vate entelprises, in particular once l:eoirganized, wili be able
to further increase their output, and the handicrafts, being
put on the co-operative basis, r,vill also fur:ther increase the
production of consumer goods. In allocating investments
to light industries, we should also take these factors into
account.



2. CORRECT ARRANGEMENT OF TIIE CAPITAL
CONS'IITUCI'ION PROGEAMME

Apart from the reasonable distribution of investments
necessary in capital construction, which we have just dealt
with, attention should also be paid to the following ques-
tions related to capital construction:

(1) QUESTION OF STRENGIHENING THE MACHINE.
BUILDING AND METALLURGICAL INDUSTRIES

In our industrial has heavy inclustry
as its core, special paid to building up
the machine-buildi I industries.

compelled to import about 40 per cent of the machines and
equipment needed for our construction. Hence a crucial
question in our industrial construction from now on will

in-
of

ion
of

which we are short. Through our construction under the
Second Five-Year Plan, we should strive to raise the per-
centage of machines and equipment produced at home to
about 70 per cent of our needs.

Metallurgy is the foundation of heavy industry; unless
we have a powerful metallurgical industry, it will
be diffieult for us to develop machine-building. trn the
First Five-Year PIan period, we supplied only about B0 per
cent of the nation's steel needs from domestic production
while we imported all, or nearly all, our supplies of many
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special types of steel products. Hence, another crucial
question in our industrial construction from now on will
be the vigorous development of metallurgy. We should
striye to ensure that as a result of construction in the
Second Five-Year P1an, the quantities and types of steel
products and major non-ferrous metals produced will
meet, in the main, the needs of the various branches of the
national economy, and in particular, of machine-building.

Among the various branches of heavy industry, we must
not only strive to develop the machine-building and met-
allurgical industries, but also strengthen many other weak
links and fi1l up many blanks. For instance, the mining
and refining of rare metals, the establishment and expan-
sion of an organic synthetic chemical industry, the peace-
ful utilization of atomic energy, etc. should all be taken
as important aspects of our construction and given suffi-
cient attention.

To develop heavy industry, it is necessary to continue
to improve and expand geological work and correctly link
general reconnaissance with priority prospecting work.
Efforts should be made to explore more mines and more
kinds of ores, and collect more data on mineral deposits so
as to satisfy the long-term as well as immediate needs of
industrial construction.

(2) QUESTION OF GEOGRAPHICAL DiSTRIBUTION
OF PROD{JCTIVE FORCES

In order to achieve a rational distribution of productive
forces in our country, to promote the economie develop-
ment of all areas, and to adapt the geographical disposition
of our industries to the situation of our l:esources and na-
tional defence, it is necessary to build new industrial bases
in the interior in a planned way. We must firm1y adhere
to this policy. The building up of new industrial projects
in the interior will also promote the economic and cul-
l,ulal development of the national minority areas. During



the Second Five-Year PIan period we must continue the
construction oI the industrial bases in Central Cliina and
frrner L[ongolia with the iron and steel industry as their
core; a.ctively proceed with the construction of new indus-
trial bases in Southwest Ctrina, Northwest Cliina and the
area aroirnd the Sanmen Gorge, with iron and steel indus-
try and large-type h;ydro-electric power stations as their
core; carry on with the buiiding of oil and non-ferrous
metal industries in Sinkiang; and intensify geological
work in Tibet in order to prepare the way for its indr.lstrial
development.

At the same time, we must make full use of the existing
industrial bases in areas near the coast. Many of the
materials, equipment, funds and technical personnel
needed for industrial construction in the interior have to
be supplied and suppor:ted by the existing industries in the
cities near the coast. We may say that the existing indus-
trial bases in the areas near the coast are the starting-point
of the industrialization of our country. And it is not only
to meet the daily-increasing needs of our state and people
but also to build up more powerful industrial bases in the
interior that we make fuil use of and strengthen the iridus-
trial bases in the areas near the coast. In the Second Five-
Year PIan period, we should continue to strengthen the
industrial base in Northeast China, make fu1l use of and
strengthen to a proper extent the industries of the cities
near the coast in East, North and South China, so that
they may play a more active role in national construction.

To be sure, in making fu1I use of the existing industrial
bases in the cities near the coast, we must proceed ratj.onal-
Iy and avoid thoughtlessness in our work. To proceed
rationally is to reconstruct those enterprises which it is
necessary as well as possible to reconstruct, but not to re-
construct all existing enterprises. It is to set up, as a rule,
fewer new enterprises in those cities in which there are
already a fairlv large number of industrial enterprises. It
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also requires that, before building new enterprises and re-
construeting existing ones, we should take into account
sources of raw materials, market conditions, techniques of
production, and transport facilities, and pay attention to
a rational division of work with other areas.

As to the distribution of industrial enterprises, whether
in the interior or along the coast, our policy is to achieve
both proper dispersion and mutual co-ordination, and to
combat both the tendency towards over-concentration and
towards neglect of correlation.

In carrying out the rational rlistribution of industrial
productive forces, we shall build up many new cities and
enlarge many existing ones. To achieve this, we should
strengthen the wotk of citv planning and urban construc-
tion, so as to co-ordinate them with industrial construc-
tion.

(3) QUEST]ON OI,' CO-ORI]INATION BETWEUN LARGE
ENTER,PBISES ON THI' ONIT HAND AND SMALL
AND MEDIUM ENTERPRISES ON THE OTHER

The many large-scale industrial enterprises which we
began to build during the First Five-Year Plan period and
those which we shall begin to Lruild in the Second Five-
Year Plan period constitute the backbone of a self-reliant
and comprehensive industrial system in our country. But
while we are building large-scale enterprises, it is also nec*
essary to build up a good number of small and medium
ones. We need these so that, in a relatively short period
of time, we can turn out more industrial products to satisfy
the needs of both national construction and of consumption
bv the people.

Some hold that we should establish more large enter-
prises and fewer small or medium enterprises, because to
set up large gnterprises is more rational economically and
technically. Some other people, however, think we should
set up more small and medium enterprises and fewer large



enterprises, because to set up the former requires less time,
and the investments yield a quicker return. We think that
neither is true in aII cases. In certain industries or under
given conditions, it is reasonable to establish large enter-
prises, while in others or under different conditions, it
migtrt be more reasonable to establish sma1l or medium
ones. For each branch, generally speaking, there should be
some large enterprises to serve as the .backbone, and there
should also be many small and medium enterprises to sup-
port the large ones.

In order ttrat the enterprises may be built in a moire ra-
tional way, we may, rn,henever this is necessary and
feasible, establish a large enterprise stage by stage. As re-
gards small ancl medium enterprises, wherever resoul'ces
are plentiful and other conditions are available, we may
draw up a comprehensive plan to pave the way lor future
development. Fttrther, when planning t.he co-ordination of
small and medium enterprises with large ones, w'e should
first utilize the existing smali and medium enterprises and

handicrafts under state ownership or joint state-private
ownership so as to exploit their productive potentialities.

3. DEVALOI]MHNT O}' INDUSTRIAI, PEODUCTION

It is provided in our First Five-Year Plan that in 1957

the total value of industrial output (including the value of
output of the hdndicrafts) will increase by 90.3 per cent
as compared with 1952. The Central Cornmittee pl'oposes
that the total value of industrial output in 1962 should ap-
proximately double that set originallv in the plan for 1957.

The reasons why, in the Second Five-Ycar Plan pericld, the
increase of the total value of industrial output can be main-
tained at a rather high speed, are that in this period the
number of newly-built and reconstructed enterprises going
into operation will increase; most of the existing enterprises
rvill take technical measures to increase production or

undertake technical reconstruction; the joint state-private
enterprises will have accomplished their economic reorgan-
ization, and will have, in the main, been nationalized; all the
handicrafts, with a few exceptions, will have been organized
into co-operatives; and agricultural development will also
possibly proceed at a rather high speed.

Regarding the development of industrial production, I
should like to speak here only about the following questions:

(1) QUESTTON OF TURNIN(i TO ACCOUNT THE PRODUCTIVE
POTENTIALITIES OF INDUSTRIAL ENTERPRISES

Accorcling to a rough calculation, by 195?, the output
value of newly-built and reconstructed enterprises will ac-
count for about 15 per cent of the total value of industrial
output;whereas by 1962, that of the newly-built and recon-
structed enterprises to be completed in the flrst and second
five-year periods will account for about 50 per cent. There-
fore, it is of great signiflcance for the development of indus-
trial production to strengthen our organizational worh and
turn these enterprises to the fullest account.

In the newly-btrilt industrial enterprises and those
which have undergone major reconstruction, especiallv
those of heavy industry, a period of time should be
allowed from their entering into operation to the full attain-
ment of the designed productive capacity, during which the
technical personnel and workers will get acquainted witlr
the propertics and capacity of the machinery and equip-
ment and the technological processes. But 1;his period can
be shortened if the labour enthusiasm and wisdom of the
technical personnel, workers and empiofees are given full
play. Moreover, some of the productive capacities set down
in the designing data can tre exceeded. As shown bv the
statistics of April 1956, of the 141 above-norm industrial
construction projects successively put into operation iu the
period from 1953 to 1955, 30 have reached ahead of sched-
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ule and surpassed their designed capacity, 33 will be able
to reach their designed capacity ahead of schedule, 71 will
be able to reach their designed capacity on time, and only
7 will fail to do so. That is to say, nearly half of the enter-
prises will be abie to shorten the period allotted and attain
their designed capacity ahead of schedule. An instance in
this respect is the reconstructed Shenyang Pneumatic Tools
Plant, which attained the designed capacity in the second
year of its reconstruction, as against the four years which
it was estimated to take, and is expeeted to more than
double its designed output capacity in 1957. Another in-
stance is the newly-built Fushun Aluminiurn Works, which
was put into operation in the beginning of 1955, and at the
end of the same year, its output already reached about 110
per cent of its designed capacity. From this it is evident
that newly-built and reconstructed enterprises have very
great potentialities for production. In order to turn these
potentialities to the fuliest account, the primary thing to
do is to strengthen the preparatory work for production,
especialiy training of personnel, preparation in technique,
organization of co-operation, and the supply of materials.
The departments concerned should study, summarize and
popularize the concrete experience gained in these matters.

But it can by no means be said that, given the newly-
built and reconstructed enterprises, we need no longer pay
attention to production in the older enterprises. In the
Second Five-Year Plan period the output value of the older
enterprises will still make up a fairly large part of the total
value of industrial output, and many of the newly-built
and reconstructed enterprises will still have to rely on their
co-operation and support. We must take different measures
in accordance with actual conditions. We should system-
atically reconstruct or carry out the technical renovation
of certain enterprises. In the case of others, we should
readjust their equipment and provide them with some new
equipment. With the rest, we should continue to improve
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their operation and management so as to give full play to
their potentialities.

(2) QUESTION OF PROMOTING SPECIALIZATION AND
CO-OPERATION IN INDUSTRIAL PRODI]CTION

Labour productivity can be raised, production costs re-
duced and technical development advanced by specializa-
tion and co-operation in industry, especially in heavy in-
dustry. But specialization and co-operation in industry
are rather complicated problems which can only be settled
severally and step by step ovcr a fairly long period as our
country's industrial level rises and in accordance with con-
crete conditions and possibilities. We must not do this
work blindly and crudely.

In the First Five-Year Plan period, we have been bring-
ing into fu1l play the possibilities of existing multiple-prod-
uc:t factories and seeing to it that their production meets
the manifold needs of national construction and the people's
life, On the other hand, in the machine-building indus-
try, we have begun to set up some specialized plants accord-
ing to types of products and have reorganized some machine-
building plants whose products used to be too varied, turn-
ing'them in the direction of specialization. A11 this is en-
tirely necessary. In the Second Five-Year PIan period,
apart from setting up a few specialized factories, we should
make rational adjustments of the planned list of products
which the various types of newly-built and reconstructed
enterprises will produce so as to avoid both the defect result-
ing from too great a variety of products and the tendency
towards undue specialization. With respect to existing
enterprises, we should on the one hand suitably readiust
the planned list of products in certain enterprises so as
to rationalize their production, and on the other hand
retain some of the multiple-product factories. In the
case of most of the joint state-private enterprises, we



should allow them to continue to turn out the kinds of
products which they have been manufacturing, to meet the
manifold needs of society and the requirements of state
enterprises for co-operative support. In an industrial area
or an industrial city, we may make an over-all arrange-
ment, in accordance with the needs and possibilities, to or-
ganize specialized production of certain forgings, castings
and standard products. In promoting specialization in in-
dustrial production, we should guard against the tendency
to produce fewer types of products.

With the gradual development of industrial production
towards specialization, the task of co-operation becornes
heavier and more complicated. Thus it is necessary to take
further corrective action against the inclination to work
in isolation and reluctance to co-operate. Enterprises which
must and can co-operate should 1ay down concrete tasks
of co-operation in their annual plans, and enter into co-
operation contracts.

(3) QUESTION OF RAISING TIIE QUALITY AND
INCREASING THE VARIETY OF PRODUCTS

Inferior quality and lack of variety of many industrial
products, particularly certain products of light industry, have
become an outstanding problem in current industrial de-
velopment and adversely affected national construction and
the people's life. There is no doubt that the quality of
many products of our heavy and light industries is being
steadity improved and their types constantly increased.
But this is not the case for al1 industrial products. The qual-
ity of certain industrial products even continues to dete-
riorate while fewer are produced. A big effort must be

made to remedy this.
Although the low quality and limited range of industrial

products can to a large extent be attributed to clur low
technical level and out-of-date equipment, this does not

mean that it is impossible for us to raise the qualitv of our
industrial products and increase the number of types pro-
duced, still less can this be used as an excuse for lowering
quality and producing fewer types. Some industrial de-
partments have failed to pay due attention to the quality
and variety of their products and lack long-terrn plans and
effective measures to deal with this question. In examin-
ing the execution of pIans, these departrnents are very often
too much concerned about whether the output target is
reached, but not whether the targets for quality and the
production o-[ new types of products are achieved. Prizes
are awarded to those who have overfulfilled the output
plan in quantity but not to those who have raised the qual:
ity and increased the types of products. A1l these are im-
portant reasons for the present low quality and limited
variety of industrial products. Besides, in regard to prod-
ucts of light industry, they were, in the past, purchased
and distributed in toto by thr: comtnercial departments.
Products of higber and lower qualitv and of new and o1d

types were bought and soid at the same prices or with only a

slight differencE in prices. These systems and measures also
fostered the tendency of enterprises to overlook the quality
and variety of products. Therefore, right now as well as

in the Second Five-Year Flan period, the various indus-
trial departments should work out long-term development
plans in regard to industrial technique, energetically mobil-
ize personnel for the designing of new products and
strengthen leadership over the designing and trial manufac-
ture of new products, strengthen the technical management
of the enterprises, improve the supply of raw materials, and
introduce a system of awarding prizes for good quality
products. They should, in particular, encourage the broad
mass of workers and employees to strive for improved qual-
ity and a greater variety of products. At the same time,
the commercial departments should gradua)1y introduce the
system of selective purchase of certain commodities and
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the method of grading commodities and flxing prices ac-

cording to qualitY.

4. DEVEI,OPX{ENT OTT AGRICULTLITTAL PRODUCTION

In the Proposals for the Second Eive-Year P1an, the Cen-

tral Committee proposes that grain output in the five years

will total about 2,200,000 million catties, with the 1962 out-

the total value of agricultural output in 1962 will show an

increase of approximately 35 per cent" These targets have

been advanc'ed on the basis of the following considerations:

On the one hancl, with the exception of a few areas, the

aclvanced for.m of co-oper,ation will have been reached in

agricultur.e ancl thus we will be able to further" implement

the provisions of the Draft National Programme for Agri-
cultural Development (1956-1967), extensively adopt various

measures for increasing production and spread all the ex-

perience gained in this respect; at the same time the irri-
gated area and the area under cultivation will be expanded,

the suppty of chemical fertilizers will be increased, and

the means of production and farming techniques wiII be im-
proved. AII this will promote the furlher development of

agricultural production. On the other hand, losses due to
var.ious kinds of natural calamities are sti1l unavoidable,
many rivers which cause serious damage still cannot be

completely harnessed, land leclamation still cannot be car-

ried out on a la1'ger scale, and conditions for agricultural
mechanization are not yet all ready. All this places a limit
on the extent to which we can increase the rate of develop-

ment of agricultural production. But of course, we should

make full use of the favourable conditions mentioned above,

in an eflort to achicve a greater growth of agricultural pro-
duction during the period of the Second tr'ive-Year Plan.

As regards'the development of agricultural production,
special attention should be paid to the following two ques-
tions:

(1) QUESiITON Orr rNCitEjASiNG YIEI,DS

The chiel wi.ry to increase agricultural production in the
Second I,'ive-Year Plan period is, on the basis of co-opera-
tion, and relying on the labour enthusiasm of the peasants,
to gradually improve the technique of agricultural produc-
tion, build irrigation works, increase the use of manure and
fertilizers, and popularize advanced experience, so as to
increase yields. In implementing these measures to in-
crease production, we must follow the principle of co-
ordinating the work of the state with that of the co-opera-
tives.

As regards the eonstruction of irrigation works: On the
oire hand, the central and the 1oca1 authorities should under-
take a certain number of large and medium water conserv-
ancy projects, such as the projects for the perrnanent con-
tr.'ol of the Yellow River, the Huai River and the I{aiho
River, and flood and water-logging prevention projects in
various places. On the other hand, the co-operatives should
build small-sca1e irrigation works in large numbers, im-
prove the existing irrigation installations, and strengl,hen
the wolk for the conservaLion of soil and water'. In low
lands subject to rn,ater-logging, they should devise and put
into effect various measures for its prevention an<1 drainage,
and change the farming system so as to reduc'e the damage
caused by it.

As regards increasing the use of manure and fertilizers:
On the one hand, the state should energetically develop the
fertilizer industry, and try to import more chemical fertiliz-
ers, in order to increase tl"reir supplv. On the othcr hand,
and principallv, the co-operatives and their members should
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accumulate manure by extensively raising pigs (or sheep
in some places), make green manure and collect other nat-
ural fertilizers.

As regards popularizing various technical measures and
advanced experience in increasing production: We should
actively promote the work of technical guidanee. On the
one hand, we should draw on the advanced experience of
other places tn increasing production and popularize it in
a way suitable to loca1 conditions, and based on scientific
experiment and study. On the other hand, we should pay
close attention to summing up and popularizing advanced
experience acquired locally in increasing production.

Here we should especially point out that we must be

both active and prudent in carrying out new technical mea-
sures and popularizing advanced experience. In the past

few years we have achieved great results in this work, but
in some places there have been mistakes of mechanical
application and enforcement by coercion, r'esulting in ill
consequences. Hereafter, measures for increasing produc-
tion and advanced experience should be populArized step

by step only after they have been proved effective through
experiments; and, furthermore, in the course of populariza-
tion, appropriate steps should be mapped out in conformity
with the specifi.c locaI conditions of the time. Meairwhile,
the local peasants, especially the old and experienced peas-

ants, should be consr.rlted; one should never seek to spread
any measure or experience by coercion. Nor should local
habits in farming be rashly rejected.

(2) QUESTION OI' DEVELOPING A DIVERSIFIED
AGITICULTURAL ECONOMY

We must pay adequate attention to grain which ensures
the livelihood of the people and is the basis for developing
agr:icultural econorny as a whole. During the past few years'

all localities trave attached importance to the increase of

grain and cotton yields. This is quite necessary. But some

localities have consequently not given adequate attention to
increasing production in other branches of agricultural
economy - industrial crops (except cotton), livestock breed-
ing, forestry, fi.sheries, sericulture, and subsidiary cottage oc-
cupations. In addition, some agricultural products and local
and special products have been affected by the low prices
flxed for purchase by the state. As a result of all this, our
agricultural economy has been unable to achieve an aII-
round, fulI development, which in turn has adversely affect-
ed the development of our national economy as a whole
and the income of the peasants. Therefore, the local au-
thorities, down to every agr:icultural producers' co-opera-
tive, in planning for their production, should work out an
over-a1l plan of agricultural development, taking into ac-
count the historical and present conditions of the locality,
the natural environment and economic and technical condi-
tions, and the peasants' ways of production and life, so as

to avoid any tendency towards uniformity and one-sided-
ness. In pastoral areas, forest areas and fishing areas, plans
should be worked out centring on livestock breeding, forest-
ry and flshery respectively, and at the same time provid-
ing for the development of agriculture and other subsidiary
occupations according to existing possibilities,

We should adopt many concrete measures to promote
the all-round development of agricultural economy. The
various kinds of ploduction which the peasants are in the
habit of engaging in and which are needed by society
sbould continue to be carried on and further developed.
We should encourage the co-operatives as well as enter-
prises and plantations managed by the central or local au-
thorities to undertake, under the technical guidance of the
state, the production of things that are urgently needed by
society, and especially those of great economic value, such
as sub-tropical and tropical crops, ancl those agricultural
and subsidiary oceupation products which are needed for
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export. We should encourage the members of co-opera-
tives to undertake separately the subsidiary cottage occupa-
tions where unified management by the co-operatives is
unnecessary. The commercial departments should set rea-
sonable purchasing prices for such agricultural products and
subsidiary occupation products and improve purchasing
systems. At the same time, the departments concerned
should give suitable help to the co-operatives in restoring
trades for the processing of agricultural products in rural
districts.

5. DEVELOPMIINT OF TRANSPOIIT AND I'OSTS
AND TELE-CONIMUNICATIONS

'In the Second tr'ive-Year Plan period, with the develop-
ment of industrial and agricultural production, the expand-
ing of the scale of capital construction, and the develop-
ment and construction in the interior and the border areas,
there is need for a great increase in transport and com-
munication facilities. This requires us to give priority to
railway building projects, and build a corresponding nation-
wide transport and communication network. Thus the
transport, postal and tele-communication departments are
faced with the following gigantic tasks: on the one hand,
we shouid proceed with the necessary reconstruction and
technical renovation of existing lines and facilities; on the
other hand, we should continue to build new 1ines, mainly
railways and highways in the Northwest and Southwest,
and ports on the coast and the Yangtse River, and also in-
crease necessary transport and communication facilities.
The transport and postal and tele-communication depart-
ments should work out an over-all plan according to the
above-mentioned twofold task and in order of importance
and urgency, so as to ensure fulfiIment of the tasks in the
spheres of transpolt and posts and tele-communications put
forward in the Proposals for the Second Five-Year Plan.

Some transport and communication lines are already
somewhat strained at tbe present time. This is mainly due

to insufficient capacity of facilities. However, it should also

be noted that there are still certain potentialities in some

transport and communication lines and facilities which
have not yet been exploited. Therefore, the transport and
postal and tele-communication departments should vigor-
ously take effective technical measures, and strengthen the
organizational work in transport and communications.

Our country Iacks modern transport facilities and lines,
and those we have are not evenly distributed; furthermore
there are immense numbers of such traditional means of
transportation as junks and animal-drawn vehicles in our
country; they are widely distributed and will remain for a

long time to come an important auxiliary force of transport
and are, in some areas, at present even the main force of
transport. In view of this, we should make fuI1 use of these

means of transport, and properly develop and carry out
technical improvement on them step by step. We should
make combined use of modern and traditional means of
transport wherever possible, so as to meet the ever increas-
ing needs of transportation.

6. STTTENGTITEN WOIIT( IN CoMMI.]RCE

To better the life of the people, not only must we in-
cre:lse their money income, hut also see to it that a definite
amount of commodities suiting their needs is made avail-
able to them. According to a rough estimate, the volume
of various consumer goods for everyday use and part of
the means of production to be sold to the people of town
and countryside, that is, the total volume of retail trade
in 7962, will increase by about 50 per cent as compared with
the targets originally planned for 1957. This is an arduous
task for the commercial departments. Thev must keep
strengthening their work in purchasing and marketing; con-
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tinue to carry through the policv of planned purchase and
distribution in regard to major daily necessaries; build up
commercial networks in a rational way;and organize accord-
ing to plan a number of free markets under the guidance

of the state to meet the growing needs of the people. In
the fieid of foreign trade, we should organize export of
suitable materials according to plan so as to ensure imports
of equipment and materials needed for national construc-
tion.

As a Iink between production and consumption, and be-
tween industriat and agricultural production, commerce is
not only entrusted wit;h the task of meeting the needs of the
people's everyday life and the needs of part of our produc-
tion as well as that of ac'cumulating funds for the state, but
is also entrusted with the'task of stimulating the growth
of industrial and agricultural production. As the law of
value still plays a certain role in our economic life, and an

important role in certain fl.elds, its correct utilization and'

the correct handling of our price policy will stimulate the
growth of our industrial and agricultural production.

In the First Five-Year PIan period, commodity prices in
our country have been, by and 1arge, stable and the price
relations between industrial and farm products have on the
whole been reasonable. This indicates that our price policy
has been correct. It has promoted the development of our
industrial and agricultural production and national con-
struction and contributed to guarauteeing the smooth prog-
ress of our socialist tr:ansformation. But there were still
some defects and mistakes in the execution of our price
policy. They found expression mainly in the following:
the prices for the purchase of some farm produce and spe-
cial and local products were flxed too low, or fluctuated
between high and low, which adversely affected increases
in their production, or even led to reduced production in
some cases: the difference between the prices of some prod-
ucts of light industry of different qr-ralities and types was
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too small, which adversely alTected the work of improving
the quality and increasing the var:iety of these products'
These defects have been detected and put right step by step,

but they are not yet wholly eradicated. In the future, we

need to make further study and readjustment in regard
to commodity prices.

Correct handling of the price policy is a very compli-
cated matter. In a country like ours where the population
is very large and the economic conditions varied, we must
take a very prudent attitude towards price readjustment'
and must not go about it in a rash manner- For instance,

to unduly raise the price of farm produce purehased bv the
state will do harm to our industrial production, to our'
workers'life, and to the maintenance of a correctly propor-
tioned development of different kinds of farm produce. To

unduly cut the marketing price of industrial products may
result in deficient supplies of commodities. Therefore, both
undue rises and undue cuts in prices will be unfavourable
to the growth of industrial and agricultural production and
improvement of the people's livelihood. In the Second

Five-Year PIan period, we shaIl keep to the poliry of stabi-
lizing our prices, but make suitable adjustments as needed

in. the case of certain unreasonable prices.
As a result of the victory in socialist transformation,

socialist eeonomy has assumed a predominant position in
our country. . This enables us to make better use of the
law of value, within proper limits, to stimr-rlate production
of those industrial and farm products that are small in
amount btit great in variety, and that need not be pur-
chased and marketed trz toto by the state, so as to meet

the many-sided needs of the life of the people. Tn order
to meet the situation described above and prevent a lower-
ing of quality and reduction in the variety of products

resulting from orrer-rigid and excessive control, we shall,
now and rln the Second Five-Year PIan period, adopt
many important fireasures in the field of commerce. ]-or



instance, a number of free rnarkets wiII be organized in a
planned way under the leadership of the unified state mar'-
ket; producers will be ailowed, within certain limits, to
market their own products; the method of selective
purchase by the state will be adopted in regard to certain
industrial products of daily use; and the method of grading
and fixing prices according to qualitv will be adopted in
regard to alI commodities. Far from disrupting the uni{ied
state market, these measurcs will supplement it in a helpful
way.

7, IT,EOIT(,I,,\NIZA'I'ION OF I]NTEITIIIIISNS ANI)
AITITANGEMENTS }'OR PEITSONNEL DURING THE

SOCIALIST TITANSF'ORMATION

In regard to the work of socialist transformation, I shall
only deal with the following two questions:

(1) QUESTION OT' REORGA}IIZATION OF SMAI,I-, ANT)
MI|DIIIM JOINT ST.dTIII-PRIVATE ENTERITRISIjS, AND OIl

IIANDICRAFTSMEN AND SMALI, TRADERS' CO-OPERATIVES

As the large joint state-private enterprises came under
joint operation at an earlier date, their production
and management have already been brought into the
orbit of state planning step by step, and their systems
of operation and management have also, on the whole,
undergnnc preJiminary r:eform. Br-r1, the large numbers of
scattered small ancl medium ioint state-private enter:prises
that recently came into being remain to be properly reor-
ganized and arranged. Many individual handicraftsmen
and small traders and pedlars having been brought into
co-operatives, these co-operatives also need reorganization
and arrangement. Only by so doing can we enable their
members to carry on their production and operation under
more rational conditions, so as to gradually adapt l,hem-
selves to the planned management of the state. In
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conducting reorganization, we must pay attention tn pre-
venting and rectlfying the tendency towards over-concentra-
tion.

In the field of industry, small-sized factories certainly
have their shortcomings, but they are more mobile and
flexible in production and management, and find it easier
to adapt themselves to varidd, ever-changing needs. There-
fore, all small factories that are rationally operated and
able to meet the needs of society should be preserved and
not merged or: eliminated thoughl,Iessly. As regards handi-
craft co*opelative olgiiuizatiolrs, we should rc-.frain, as a
rule, from making them over-concentratecl. We should
follow the principles of developing production, meeting
the needs of society and incleasing the income of their mem-
bers and ailow big co-operatives, smal1 co-operatives and
groups to exist side by side. Certain manufacturing
tlades and especially many repairing trades and personal
service establisl-rments sl-rould be allowed to operate on a
scatteled basis and rctain their original features of manage-
ment, so that they can serve the inhabitants directly and
can draw upon the family for auxiliary labour for produc-
tion. Some of the handicrafts may be allowed to carry on
their: production individually under the leadership of the
handicraft co-operative organizations. They may also be
allowed to produce and market all by themselves, without
being organized.

In regard to commerce, trading establishments should be
so distributed as to suit t,he convenience of the people to the
greatest extent. 'I'herefole, it is all the more improper to
get them over-concentrated. They should rather be duly
dispersed and operated in a great variety of ways to serve
the population. Our' leading commercial organizations
have usually given more thought to their own con-
venience in administration, and less to the convenience of
the inhabitants, thus giving rise to the tendency towards
over-concelrtlation-undue concentration and elimintrtion



of a nurnber of sma1l shops and traders and pedlars" This
tendency must be quickly corrected. From now on, both
in the residential quarters of cities and in the wide coun-
tryside, we should preserve a considerable number of small
traders and pedlars to serve the people better in such forms
as co-operative shops, co-operative groups, distributors for
the state on a commission basis or even buying and mar-
keting all by themselves.

(2\ QUESTION OF MAKING ARRANGEMENTS FOR AND
RE.EDUCATING INDT]STRIAI, AND MERCHAI{T

CAPITALISTS AND SMAT,L PROPIi,iETORS

As capitalist industry and commerce comes under joint
state-private operation, we should train outstanding workers
and employees and promote them to take part in the man-
agement of the enterprises. At the same time we should
draw in the former industrial and merchant capitalists and
small proprietors to take part in operational and manage-
ment work or assume some leading positions. With the
institution of joint operation and the system of paying
flxed rates of interest on shares to the capitalists, the bour-
geois elements in the enterprises take on a dual nature -
they are at once capitalists and staff members. Therefore,
the representatives of the state as shareholder should co-

operate well with all those representing the interests of
the capitalists and give free scope to their special knowl-
edge and their initiative and, in the process of working
with them, make efforts to educate them, help them over-
come their bourgeois ideas and style of work, help them
score achievements in work and gradually turn them into
working people in the real sense of the term; we should
not assume a discriminatory attitude towards them. By
so doing, we shall do good to the enterprises as well as to
the state and the working class. In order to do this work
satisfactorily, we should see to it that workers and em-
ployees of the enterprises understand 1,he matter and regard
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the work of uniting with and re-educating the capitalists
and their agents as an important task-

The overwhelming majority of the hundreds of thousands
of capitalists and their agents in the joint state-private
enterprises have certain production skills or management
experience, and some of them are highly skilled or have
rich experience. We rnust make full use of their produc-
tion skill and what is useful in their management experi-
ence. In these respecls the state's representatives should
endeavour to learn from them.

8. IMPROVING TH]I STATE ADMINISTRATIVE SYSTEM AND
BRINGING I,OCAI, INITIAI'IVE INTO FULL PLAY

In the Second Five-Year Plan period, an increasing num-
ber of construction projects in the country wiII be under-
taken by the local authorities or completed through the
concerterl eflorts of the central and loca1 authorities. There-
fore, to afford local authorities free scope for their initia-
tive is an essential condition for the accomplishment of our
socialist construction.

Now that decisive victory has been won in the socialist
transformation of our country aird our people's democratic
dictatorship has been further consolidated, we must and
can, in keeping with the principles of unified leadership,
level-to-level administration, devising what is appropriate
in each locality and in each caseo define more clearly the
sphere of jurisdiction of the central and the loeal authori-
ties, and improve the state administrative system, so that
local initiative can have free scope. In thc period from
May to August this year, the State Council called a series
of national meetings on questions concerning the state ad-
ministrative system. At these meetings the existing situa-
fion of excessive centralization was examined, the ques*

tion of improving the state administrative system was dis-
cussed; and a draft resolution flor improving the system



was introduced. The State Council is now extensively so-
iiciting views from different circles on this draft resolution"

In defining the respective spheres of jurisdiction of the
central and the loca1 authorities, we deem it necessary to
observe the following principles: (1) Expiicit stipulations
should be made so that the provinces, autonomous regions,
and municipalities directly under the central authority will
have a definite degree of jurisdiction over planning, fi-
nance, enterprises, public institutions, materials and per-
sonnel. (2) An enterprises and public institutions which are
vital to the nationiil economy as a whole erncl which are
of an over-all nature and key importance ancl concentratecl
should be administered by the central authorities, while
the rest should, as far as possible, be administered by the
local authorities. When enterprises and public institutions
are handed over by the central to the local authorities,
their planning and financial and personnel adminislratiou
should in general be handed over as we1l. (3) The ad-
ministration of enl.erprises and public institutions should
be effectively improved, and dual leadelship in which the
central authorities play the main role lvhile the loeal au-
thorities a subsidiary one and vice versa, should bc pro-
moted, so as to strengthen effectively our leadership over
enterprises and public institutions. (4) Important plans
and flnancial targets under the administration of the cen-
tral authorities should be issued to the Local autholities
in a unifi.ed way by the State Council, and the method
hitherto employed of having many important targets is-
sued separately by various departments should be changed.
(5) The loca1 authorities must be allowed a certain latitude
for flexible readjustment regarding cei'tain important tar-
gets of the plan and quota,s of personnel. (6) Speciflc ar-
rangements should be made with regard to the various
autonomous r:ights in the national autonomous regions and
attention be paid to helping the national n'rinr:r"ity regions
in their political, economic and cultural development. (7)

The state administrative system should he improved step

by step. Certain important changesi should be carrieel out

steadily and in orderly progression, i.e., to make prepara-

tions for them this year, to give them a try-out next year

and to carry them through in the Second l'ive-Year Plan

period.
ln order to carry out effectivety the above-rrentioned

principles, the essential point in our opinion is to duly
extena the jurisdiction of the local authorities under the

unifled leadership of the central authorities. As the local

authorities are in closer contact with the primary units of

enterprises and public institutions and with the masses,

and enjoy greater facilities to understand the actual con-

ditions they will, as their jurisdiction is extended, be able

to organize more effectively all local forces and positive

factors for socialist constructron.
In order to bring into fuiler play the initiative of the

localities and strengthen further the unity among all na-

tionalities of the country, we should, at present and in the

Secoird Five-Year Plan period, PaY more attention to the

work among national minorities. In all areas where na-

tional minorities live in compact communities and where

autonomous administrations should be, but have not yet

been, set up, we should according to the provisions of the

Constitution energetically help them to set up such ad-

ministrations. we should strictly respect the autonomous

rights of the national autonomous regions. we should train
and promote large numbers of cadres from among the na-

tional minorities, unceasingly raise their political under-

standing and their ability in tackling various kinds of

problems so that they may prove equal to their responsibil-

ities, and exercise the functions and powers that go with
tlreirposts.Inareaswherenationalminoritieslivein
"nrrrputt 

communities, or where a number of national

minorities live together, or where they are scattered among

ot,her nationalities, the equal rights of nationalities, free-
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dom of religiouts belief, and the habits and ctlstoms and
language of each national mineirity should be respected.
As fnr those national minorities who have still no written
languages or whose written languages are not yet fully
developed, we should energetically help them create or
reform them.

9. TRAINING PERSONNEI, FOB CONSTRUCTION WORK
AND PROMOTING SCIENTIFIC RESEARCII

In the Second Five-Year Plan period, in order to build
a firm basis for socialist industrialization, proceed with
national construetion, and push ahead the technical re-
construction of our national economy, we must make great
efforts to train personnel for construction work and pro-
mote scientific research.

(1) QUESTION O1,' TITAINING AND DISTRIBUTION OF
PERSONNEL FOR CONSTRUCTION

It is the foremost task of education to train for the state
personnel for the work of construction, especially industrial
technicians and personnel for scientiflc research. In the
past few years, our work of training such personnel has
made marked progress, but from the point of view of na-
tional construction, the personnel trained in our univer-
sities, colleges and secondary vocational schools is still in-
adequate to meet actual needs, especially with regard to
quality and types of qualifications. Therefore, in the
Second Five-Year Plan period, we should further develop
our higher education and secondary vocational education,
and draw up comprehensive plans according to the prin-
ciples of "giving priority to the most important aspects
and due consideration to the rest" and of co-ordinating
needs with possibilities.

In order to improve the work of training personnel for
construction, we must pay due consideration to the rela-

tion betwe.en numbers and quality" In the past ferv yearsr

we have put undue emphzrsis on numhers anrl neglected
quality; this is a tendency which must be correc'bed. Edu-
cational institutions should do their utmos[ to increase the
number of students as far as possible on condition ttrat
their quality is ensured to a certain extent. Government
and other organs which need cadres should, however,
take into consideration actual needs and practical possibil-
ities, and shoulcl not make a hig demand which outruns
what the edueational institutions can supply, so that the
number of students will not be recklessly increased to the
detriment of quality.

In both higher education and secondary vocational edttca-
tion, practical, non-subjective measures should be taken
to readjust their faculties and departments and set up
special fields of study, to improve the educational plan,
teaching programmes, textbooks and teaching methods, so

that the trainees will be better able to meet actual needs

in various branches of the national economy. At present,

the greatest difficulties in developing and raising the levels
of higher education and secondary vocational education
are the shortage of teachers and the trow quality of the
students. It is therefore necessary to select a suitable
number of flne graduates from universities and colleges
and train them as research students, and to send univer-
sity and college graduates as well as faculty members to
study abroad those subjects which are absent from our
own curricula, laying emphasis on what should be of
first importance, so as to increase the number of teachers.
At the same time, senior and junior middle sehools must
be appropriately developed and run well, and the quality
of middle-school students raised. Our universities and
colleges and secondary vocational sehools are in general
not well-off in books and laboratory apparatus. This in-
adequacy should be gradually remedied; and huildings
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necessary for the development of these institutions should
also be provided.

To train personnel for constrttction, we must also develop
spare-time education, that is, help those workers and em-
ployees qualified for advanced education to enter evening
schools or correspondence schools where they wili be

trained into specialized personnel of intermediate and
higher levels. Those who attend these schools must do so

of their own free will, and they should carry on their study
at different times and in groups. The institutions con-
cerned should guarantee the time needed by those cadres

who take up spare-time studies. Such time should not be

too long, nor should. the studies be too intense, lest their
professional work or health be affected.

In view of the shortage of scientific and technical per-
sonnel, a rational distribution of personnel for construction
becomes atl the more important' In the distribution of
such personnel, we should above all give priority to what
is most important and at the same time have due regard
to the rest, with respect to the needs of production and con-

struction and of scientific research and teaching. AIso we
should continue to rectify the cases of improper allocation
of scientiflc and technical personnel, and those in which
cadres have not been given work suited to their abilities.

(2) QUESTION OF STRENGTHENING SCIENTIFIC RESEARCH

Recently, under the direct leadership of the Central
Committee of the Party and the State Council, several
hundred outstanding scientists from all parts of the coun-
try got together and drafted a comprehensive twelve-year
plan for the nation-wide development of science and tech-
nology, and another for the developrnent of philosophy
and the social sciences, putting forward respectively the
most important research tasks in the natural and social
sciences. This is a very important step for raising the level

of our scientiflc research, and for ensuring that many im-
portant branches of science and technology in our country
wiII within twelve years approach the advanced levels of
development in the world. It is necessary to complete
these two plans at an early date under the leadership of
1,he Central Committee of the Party and the State Council
and organize all the forces devoted to scientific research
in the country to fulfll step by step the tasks laid down
by these two plans. Since the tasks to be undertaken in
this regard are very arduous and we still have an insuffi-
cient number of experts in scientific research while modern
science and technology are developing at a tremendous
pace, and since, in addition, those branches of science to
which we now give priority in our research work are our
weak points or even form gaps in our work, we should con-
eentrate our forces on flrst dealing with important problems
and avoid the tendency to do everything at once and so

disperse our forces indiscriminately in various fields.
In order to promote scientific research, we must step by

step build up the institutes of scientific research in the
Chinese Academy of Sciences, government departments
and enterprises and put them on a sound basis, strengthen
scientific research in the universities and colleges, and see

to it that a division of labour and close co-operation and
co-ordination are achieved. Scientific research institutes
should be rationally distributed in various Iocalities.
Scientific research should be closely co-ordinated with the
various kinds of national construction work, especially
economic constructioh. In scientiflc research, the prin-
ciple of "Ietting diverse schools of thought contend" must
be strictly followed and free discussion of academic ques-
tions encouraged, so as to give fuII play to the initiative
and creative ability of those engaged in scientifi.c research.

In order to promote our scientific research, it is also
necessary to solve in time the problem of providing the
requisite literature, material, instruments and laboratories;
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to make vigorous ellorts to improve the wolking condi-
tions of those engaged in scientifi.c research; and to fur-
ther enhance international contacts and co-operation in
scientific research, and collect and exchange scientific and
technological data both at home and abroad'

10. F'UITTTIE]I IMI'ROYEMENT OIT THE PEOPLE'S LIFE

In the Second Five-Year PIan period, it will be possible
for us to further improve the life of the people on the basis

of expanded production and increased national income.
Fundamentally, all our construction work is undertaken

in the interests of the people. In the course of our work,
however, it is often not easy to co-ordinate satisfactorily
the long-term interests of the people with their immediate
interests, and the interests of the collective with'those of
the individual. Therefore, it is necessary for us to main-
tain a suitable proportion in the use of national income
between accumulation and consumption, and to see that
the life of the people is improved step by step while a
gradual expansion of the scale of national sonstruction is
ensured.

Here, I shall deal with the following questions in partic-
ular:

(1) QUESTION OT' IMPRO'VING THE MATERIAI,
WELL-BEING OI.' \YORKERS AND EMPLOYEES

In the Second Five-Year Plan period, the average wages
of workers and employees will be raised by 25 to 30 per
cent. Such a rate of increase will be in keeping with the
level of economic growth and the rate of increase of labour
productivity in our country. In view of the experience
mentioned above, we must, in the annual plans, constantly
maintain a suitable proportion between the increase of
wages and that of labour productivity, so that the wages

of workers and employees may be raised comparatively
evenly along' with the rise in labour produetivity. More-
over, in making annual plans for the increase of the wages
of workers and enployees, we should pay attention to the
possibilities of production and supply of daily necessaries,
so as to avoid dislocation between the increase of wages
and the supply of commodities. In readjusting the wages
of workers and en:rployees, the principle of "to each accord-
ing to his work" rnust be adhered to, so as to further im-
prove the wages system.

To impr:ove the material well-being of the workers and
employees, we should, apart from further raising their
wages, adopt both now and in the Second Five-Year Plan
period practical measures wherever possible to improve
step by step their housing, safety, medical and health serv-
ices and duly provide additional welfare amenities. In
this connection, the State Council has worked out some
specific measures which will be announeed and put into
effect in the near future.

We should continue to fight against the bureaucratic
attitude of indifference to the life of the workers and em-
ployees. In faet, it is not entirely owing to the lack of
financial or material resources that much of what might
have been done for the welfare of the workers and em-
ployees has not yet been done. It is mainly because the
Ieading personnel of some of the departments concerned
have adopted a bureaucratic attitude towards improvement
of the life of the workers and employees. It should be
pointed out that some of the welfare amenities can be pro-
vided without any increase in state expenditure. If only
we rectify odr bureaucratic style of work, concern our-
selves more about the life of the masses and conscientious-
Iy carry out the plan and the various regulations of the
state in this regard, we shall be able to do better the im-
portant wolk of improving the material well-being of the
workers and employees.
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(2) QUESTION OF IMPROVING THE MATERIAL WEI'L-BEING
OF THE PEASANTS

To improve the material well-being of the peasants, we

should, on the one hand, pay attention to readjusting the
proportion between the state's accumulation and the in-
come of the co-operatives to provide a correct solution for
the question of the peasants' contribution to the state's

revenue, and, on the other hand, pay attention to read-
justing the proportion between the common accumulation
of the agricultural producers' co-operatives and the in-
come of the individual rnembers to provide a correct solu-
tion for the question of distribution of the total income

of co-operatives. In the Second Five-Year Plan period,
the agricultural tax should be kept in proper relation to
the state revenue, and the agricultural tax proper and ad-

ditional taxes should be combined so as to simplify the tax
system. At the same time, a1I co-operatives are required

to adhere to the provisions of the "Model Ilegulations for
Advanced Agricultural Producers' Co-operatives," so that
their reserve and welfare funds and administrative ex-
penses wiII in general not exceed the proportions pre-
scribed in the regulations. If this is done and if the plan

for increased agricultural output is fulfllled in the Second

Five-Year PIan period, it wiII be possible for the peasants

to increase their total income by 25 to 30 per cent in the
five years.

In the Second tsive-Yeal Irlan period, the state will con-
tinue in every way to help the agricultural producers' co-
operatives expand .production; state investments in water
conservancy projects and agriculture will be greatly in-
creased as compared with those under the First Five-Year
Plan; agricultural loans wiII also be increased. At the
same time, the state will again allocate special relief funds
for rur^al areas affected b.y natural calamities. V[ith regard
to many trilly areas and old revolutionat"y base areas where

natural conditions are unfavourable, the state should from

now on pay particular attention to heiping the local people

develop production and improve their living'

(3) QUESTIO}{ OF RAISING THE CULTURAL STANDARDS
OF TIIE PEOPLE

In the Second tr'ivc-Year Plan period, along with the

Chinese. At the same time, we should take further steps

to promote cultural work for the masses and expand our

work in journalism, publications, broadcasting, Iiterature,
art and the cinema. In undertaking work in these fields,

special attention should be paid to improving quality'
Energetic but steady steps should be taken in our cul-

tural and educational work among the broad masses' In
wiping out illiteracy and developing primary school edu-

catlon, social, cultural and publication work during the

past few years, we made the mistake of being either con-

servative or rash, thereby causing damage to our work,
which should not have occurred. We should learn a lesson

from this and promote our cultural and educational work
in future in a practical way, accor"ding to actual needs and

possibilities.
In promoting cultural and educational work among the

masses, we must rely fully on the masses and follow the
mass line. The mistake of taking everything into one's

own hands and imposing one's will upon the masses oc-

curred quite often in educational and cultural work in the
past" Henceforward, these mistakes must be rectified. We

ihouia irrsist that the voluntarv pt'jnciple is observed, and

that the tllasses are constantly consulted. In regard to
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the undertakings which really meet the needs of the masses

and which can and will be undertaken by the masses of
their own aeeord, such as village schools, literacy classes,

clubs, and spare-time theatrical troupes, we should give

them .rppott and help and strengthen our leadership of
them. Of course, in making use of the strength of the

masses, we must always try to save the people's time and

energy, and must not arbitrarily increase the people's

burdens.

(4) QUESTIoN 
FoTriHlgxtJig 

rr{E rrEALrH

In the Second Five-Year Plan period, vre must continue

to develop publie health and medical services, take further
steps for the development of physical culture and athleties,

and appropriately promote birth cohtrol-
In the past few years, the patriotic movement for better

sanitation has played an important part in the improve-
ment of environmental sanitation and reduction of diseases.

In the last year or two, however, we have somewhat re-
Iaxed our leadership over this movement. Heneeforward,
we must make further efforts to carry on this movement

actively sehistoso-

miasis, and in a

planned The basic

units of ntrY have

played an important part in the prevention and cure of

di."r."t. The public health departments should hence-

forward strengthen their leadership of them'
There still exist many defeets in health and medical ser-

vices. For instance, beeatlse of had administration and

high fees charged in the hospitals, full use has not been

,!

made of the beds which are now still limited in number,
and some among the masses cannot afford to see doctors
and be hospitalized. Beds in the sanatoria have not been
brought under unified management, thus resulting in great
waste. Besides, there are also defects in the system of
free medical services and in the system of medical work.
In order to eliminate these defects, the pubiic health de-
partments should make investigations and study conscien-
tiously to devise practicable methods for improvement.

We should further popularize physical training among
the masses, effectively improve the physique of the peo-
ple and raise our level in sports. In doing so, we must
see that the tr:aining is conducted step by step and with
due regard for the specific conditions of people engaged
in production, studies and other kinds of work, as well as
their physique. The standards flxed for them should not
be too high and no immediate achievements should be ex-
pected from them. Generalization should also be avoided.

To protect women and children and bring up and educate
our younger generation in a way conducive to the health
and prosperity of the nation, we agree that a due measure
of birth control is desirable. I{ea1th departments should,
in. co-operation with other institutions concerned, carry out
intelligent propaganda and adopt effective measures to-
wards this end.

11. CONTINUING TO PRAC'TISE STRICT ECONOMY

Industriousness and thrift are fine traditions of our peo-
ple. All state organs, state enterprises, public institutions
and co-operatives should practise strict economy in order
to make fuII use of manpower, materials and money, there-
by stepping up the socialist construction of our country.

A year ago, the Central Committee of the Party and the
State Council called upon aII Elovernment workers and the
people of the whole eountry to practise economy and
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eliminate waste. They were asked to put an end to sucli
undesirable things as carrying on too many non-produc-
tive projects, high construction costs of productive projects,
Iow quality of engineering work and industrial products,
heavy damage to and loss of materials, over-expansion and
over-staffing of organizations. Considerable improvements
have been made after more than a year's effort. However,
it should be pointed out that not all departments have
strictly practised economy and cases of waste still exist.
Furthermore, in the course of practising economy and op-
posing Rightist conservative ideas, there arose a one-sided
emphasis on economy and the tendency towards stressing
quantity and speed at the expense of quality and economy,
and as a result quite a few engineering projects and in-
dustrial products were found to be defective in quality.
Some had to be done over again, and others were of less
use than they should have been or even became useless.
Thus not only was the goal of practising economy not at-
tained, but waste was caused.

In the Second Five-Year Plan period, because of the en-
Iarged scale of national construction, we will still come up
against many difficulties in regard to material supplies,
funds and technical personnel. The practice of strict
economy and rational utilization of materials, money and
manpower are important methods of overcoming these dif-
ficulties. It should be recognized that economy or waste
is greatly affected by good or bad planning. Economy en-
suing from good planning is the greatest economy, while
waste eaused by bad planning is the greatest waste. There-
fore, state organs at all levels and enterprises should first
of all do their work in drawing up plans well. AIl enter-
prises should improve supervision of technical-economic
norms and extend the introduction of various kinds of
reasonable, advanced norms. They should strengthen
technical control, improve the qualitv of inclustrial prod-
ucts and engineering projects, and reduce the number of
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rejects, products of inferior quality and accidents relating
to the quality of engineering projects. They should en-

foree the system of personal responsibility and put an end

to the state of affairs in which responsibility for work is not
ntended to Prevent waste and taP

ive to economy. Ail public institu-
ecessary expenditure and personnel,

strengthen flnancial management and auditing, so as to
Iower the proportion of expenditure for public institutions
in the budget. AII co-operatives should continue to carry
through the principle of "industry and thrift" in their
r:peration.

The state administrative organs should continue to cut
down overlapping organizations and reduce superfluous

staff. Generally speaking, the state administrative organ-
izations at'different levels are at present stiIl inflated and

over-staffed. This is more true of the organizations at
higher levels than those at lower levels, more true of big
organizations than small ones. We must take effective
measures to continue the readjustment of organizations at
aII levels and re-apportionment of government cadres. The

structure of administrative organizations is to be simplifled.
An appropriate number of people working in organizations
at the higher levels is to be transferred to lower organiza-
tions, and part of the personnel in non-productive depart-
ments is to be transferred to productive departments. These

are effective measures of practising economy in state or-
gans at the present time.

12. STRENGTHENING OT]R TINITY AND CO.OPERATION
WITII 1]HE SOYIET UNION AND THE PEOPI,E'S DEMOC.

RACIES, AND I'XPANI)ING ECONOMIC, TECIINICAL
ANl] CULTURAI, CO-OI'EIiATION ANI)

CONTACTS AMONG NATIONS

In order to accomplish socialist construction, we must,
in addition to mr:bilizing a1t positive factors at home, unite



with all intelnational forces that can be united with and
make use of all international conditions that are favour-
able to us. We have made consistent efforts to strengthen
our unity with the great Soviet Llnion and the People's
Democracies and carry out all-round co-operation with thern
and give each other support. We have also been endeav-
ouring to develop economic co-operation, trade relations
and cultural and technical contact with countries having
different social systems, especially with those in Asia and
Africa.

The mutual help and co-operation between China and
the Soviet Union and the People's Democracies is based
on an unbreakable fraternal friendship, and aims at pro-
moting the common economic advance of aII socialist
countries and continuously improving the material well-
being and cultural standards of their peoples.

As stated above, both in the period of rehabilitation of
our national economy and in the period of carrying out
the First Five-Year Plan for Development of the National
Economy, we have received enormous all-round and sincere
aid from the Soviet Union as well as important'aid from
other fraternal countries. This aid has enabled us to tide
over many difficulties and made it possible for our cause of
socialist construction to forge ahead at a fairly high speed.

In the Second Five-Year PIan period, the Soviet Union and
the People's Democracies will continue to give us large-
scale, fraternal help. Particularly noteworthy are the big
enterprises to be designed and equipped with this help;
such enterprises will form yet another stone in laying the
foundation for the socialist industrialization of our coun-
try. In the past, we have beneflted very much by learning
from the advanced experience of the Soviet Union and
the People's Democracies in construction and in the spheres
of science and technology. In future, we will go on ear-
nestly learning from them.
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As a member of the socialist camp, China, too, has its
dfrty. We must acquit ourselves well of this duty' It is

our duty to provide our brother countries with a large

amount of farm produce, animal products, minerals and

certain kinds of machinery and industrial products which
they need in construction. We must make efforts to in-
crease production or, to an appropriate extent, economize

in homi consumption to ensure the supply of these goods'

We also need to have a sound plan for production and con-

sumption at home in order to guarantee the necessary ex-
porfgoods for trading with other countr:iei on the principle
of equality ancl mutual benefit, each supplying what the

other needs.
In the past few years, our co-operation and contacts with

many Asian and African countries in the economic, tech-
nical and cultural fields have become increasingly closer.

Such co-operation and contacts have been developed on an

even wider scale especially since the Asian-African Con-
ference. The overwhelming majority of the Asian and

African countries urgently desire to overcome their eco-

nomic and cultural backwardness caused by protracted
colonial rule, and are therefore deeply aware of the neces-

sity of economic and cultural co-operation arrong them-
selves. Our country has always advocated co-operation in
these fields with other countries in Asia and Africa on the
principle of equality and mutual benefrt and with no con-
ditions attached, in order to help promote each other's in-
dependent development economically and technically and,

in the cultural field, to help each other develop its out-
standing good features and Iearn from each other. This
co-operation contributes to the safeguarding of the national
independence of the Asian and African countries and the
expansion of the area of peace. It is, therefore, beneficial
to our peaceful construction. At present, the scope of this
co-operation is sti1l not very large. But the important
thing is that countries in Asia and Africa have begun to



co-operate with each other and are increasing their con-

tacts with the Latin American countries. There is un-
doubtedly a great fltture for such co-operation and con-

tacts.
We are also willing to'develop economic. technical and

cultural contacts with other countries of the world on the
principle of equatity and mutual beneflt. We have con-

sistently endeavoured to extend our trade with the West-
ern countries and are ready to take in all that is useful
in their science, technology and methods of management
and place them at the service of our ciruse of construction'
Although the United States has been carrying out an em-

bargo against us and has forced many other countries to
follow suit, this policy which totally contradicts the in-
terests of the people of aII countries has, however, met
with increasingly strong opposition from all quarters'
Sooner or 1ater, this unreasonable, artiflcial barrier will
be swept aside.

We advocate the expansion of co-operation and contacts

among nations in the economic, technical and cultural fields

not only to accelerate our socialist construction, but also

because such co-operation provides a reliable basis on

which nations can co-exist in peace. Therefore, it con-

forms in every way to the interests of the people through-
out the world and to the interests of the cause of peace.

Comrades! The day is not far off when the First Five-
Year Plan will end in triumph and the Second Five-Year
Plan will begirr. In the coming year or so, all the com-
racles of the Party, under the leadership of the Central
Committee and Comrade Mao Tse-tung, should redouble
their efforts and, together with the workers, peasants and
intetlectuals, and together with the various nationalities,
political parl,ies and all the patriotic people of the country,

fight for the overfulfllment of the First Five-Year Plan and
make active preparations for the Second Five-Year Plan.
Provided we remain modest and prudent, guard against
self-conceit and rashness, and correct subjectivist ideas
and bureaucratic styles of work among us, we shall be
able to mobilize all our forces and overcome all difficul-
ties, and march forward in triumph in our struggle to build
China into a great socialist industrial power.
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