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PROPOSALS OF
THE EIGHTH NATIONAL CONGRESS OF THE
COMMUNIST PARTY OF CHINA FOR THE SECOND FIVE-YEAR
PLAN FOR DEVELOPMENT OF THE
NATIONAL ECONOMY (1958-1962)

(Adopted by the Lighth National Congress of the Communist
Party of China on September 27, 1956)



DURING the period of China’s First Five-Year Plan, the
people of the whole country have demonstrated un-
precedented socialist enthusiasm and launched a great move-
ment for socialist consiruction and socialist transformation.
A decisive victory has been gained in socialist transforma-
tion and socialist construction is going ahead successfully.
At present, the international situation has definitely
tended towards relaxation; the work of construction in the
great Soviet Union and the People’s Democracies is expand-
ing daily; unity and co-operation among the socialist coun-
tries is growing ever closer. The people’s democratic dic-
tatorship is more consolidated than ever and there is still
greater unity among all the nationalities, democratic parties
and patriots of our country. All these factors have created
very favourable conditions for the successful completion of
our First Five-Year Plan. In view of our achievements in
national construction during the past three years and more,
it is estimated that most of the targets set by our First Five-
Year Plan will be overfulfilled, and socialist transformation,
in particular, will be accomplished ahead of schedule. In
bringing our First Five-Year Plan to a successful conclusion
in 1957, we shall have laid the preliminary groundwork for
socialist industrialization; at the same time, with the excep-
tion of a few areas, we shall have put agriculture and handi-
crafts, in the main, on a co-operative basis and transformed
all capitalist industrial and commercial concerns into joint
state-private enterprises. ’

As the First Five-Year Plan will soon be brought to a suc-
cessful conclusion, it is necessary now, in good time, to draw
up the Second Five-Year Plan for development of the na-
tional economy (1958-1962). The Eighth National Congress
of the Communist Party of China, therefore, makes the fol-
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lowing proposals concerning this plan to be submitted to the
State Council of the People’s Republic of China for discus-
sion. We suggest that the State Council prepare a draft plan
as soon as possible and submit it to the National People’s
Congress for consideration and decision, so that the efforts
of the whole nation can be mobilized to carry out the tasks
to be set by the Second Five-Year Plan.

The Second Five-Year Plan is of vital importance in
carrying out the fundamental task of our couniry during the
transition period. The Second Five-Year Plan must pro-
mote our socialist construction by forward-looking and real-
ly sound measures, and complete socialist transformation
on the basis of the successful fulfilment of the First Five-
Year Plan, so as to ensure that, in approximately three five-
year plans, we can, in the main, build up a comprehensive
industrial system and transform our backward agricultural
country into an advanced socialist industrial country.
Hence the principal tasks of the Second Five-Year Plan
should be: (1) to continue industrial construction with heavy
industry as its core and promote technical reconstruction of
the national economy, and build a solid foundation for so-
cialist industrialization; (2) to carry through socialist trans-
formation, and consolidate and expand the system of collec-
tive ownership and the system of ownership by the whole
people; (3) to further increase the production of industry,
agriculture and handicrafts and correspondingly develop
transport and commerce on the basis of developing capital
construction and carrying through socialist transformation;
(4) to make vigorous efforts to train personnel for construc-
tion work and strengthen scientific research to meet the
needs of the development of socialist economy 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 in-
creased industrial and agricultural production.

In order to guarantee fulfilment of these principal tasks, it
is proposed that in drawing up the Second Five-Year Plan
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the following principles and measures be adopted in regard
to development and transformation of the national econ-
omy.

(1) In view of the domestic and international situation
and the general trend of current events, it is necessary as
well as possible to continue to maintain a fairly rapid rate
in the development of our national economy during the
Second Five-Year Plan period. As provided for in the First
Five-Year Plan, 1957 will see an increase of 51.1 per cent in
ihe total value of industrial and agricultural output (here
and below, including that of modern industries, handicrafts
and agriculture), as compared with 1952, but this increase,
it is estimated, may in actual practice be more than 60 per
cent. In the Second Five-Year Plan period, as newly-built
enterprises and enterprises undergoing reconstruction are
brought successively into operation, as the productive po-
tentialities of existing enterprises are further developed,
as the productive potentialities of the equipment of private
industrial enterprises are brought into play after they have
come under joint state-private management or state owner-
ship, and as the productive forces of agriculture and handi-
crafts are further developed after being organized into co-
operatives, it is required that the total value of industrial
and agricultural output in 1962 show an increase of about
75 per cent as compared with 1957 (here and below, this
refers to the targets of the annual plan for 1957 set by the
First Five-Year Plan). The value of industrial output (here
and below, including modern industry and handicrafts) will
be about double the planned figure for 1957 and that of agri-
cultural output will increase by about 35 per cent. The rates
of growth of industrial and agricultural output stated above
appear to be somewhat high because they are compared
with the planned targets set by the First Five-Year Plan,
and no account is taken of the possibility that those targets
will be overfulfilled. If comparison is made with the actual
achievements of the First Five-Year Plan, then the rates of
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growth laid down in the Second Five-Year Plan will, as

stated above, be relatively lower.

Our First Five-Year Plan provides that in 1957, capital
goods industry will account for 38 per cent of the value of
industrial output while consumer goods industry will ac-
count for 62 per cent; but it is expected that the share of
capital goods industry may actually exceed 40 per cent. In
the Second Five-Year Plan period, the rate of increase in
the value of industrial output will still be faster in capital
goods industry than in consumer goods industry. It is re-
guired that by 1962 capital goods industry and consumer
goods industry will each be increased about 50 per cent.

(2) Because of the growth of industrial and agricultural
output, the increase in labour productivity and the practice
of strict economy in various branches of the national econ-
omy, it is possible to increase the national income in 1962
by about 50 per cent as compared with 1957. During the
Second Five-Year Plan period, we should maintain in the
distribution of the national income a correct proportion be-
tween consumption and accumulation, and the part which
goes to accumulation may slightly exceed that of the first
five-year period so as to speed up socialist construction and
ensure gradual improvement of the people’s livelihood.

With the increase of national income and the growth in
the proportion of state-owned economy in the national in-
come, state revenue will show a considerable increase dur-
ing the Second Five-Year Plan period, as compared with
the First. Expenditure must correspond to revenue so that
a balance is maintained, while certain reserves are set aside
to meet any unforeseen difficulties. At the same time, funds
for extending credits should be suitably increased to ensure
a balance between credit receipts and payments.

During the Second Five-Year Plan period, while strength-
ening our national defences and increasing administrative
efficiency, we should as far as possible reduce national de-
fence and administrative expenditures, and increase ex-
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penditure on economic construction and cultural develop-
ment so as to ensure the rapid advance of socialist construc-
tion. Under the First Five-Year Plan about 56 per cent of
total expenditure goes to economic construction and cul-
tural development. This figure should be raised to between
60 and 70 per cent under the Second Five-Year Plan, while
expenditure on national defences and administration should
be reduced from about 32 per cent of total expenditure
under the First Five-Year Plan to about 20 per cent under
the Second. The rest of expenditure will be allocated for
the state’s material reserves, for credit funds, repayments of
domestic and foreign debts and general reserve funds.

On the basis of a bigger revenue, the proportion of state
investments in capital construction during the Second Five-
Year Plan period cand be raised from about 35 per cent of
all state expenditure in the first five-year period to about
40 per cent so as to speed up socialist construction. Thus,
state investments in capital construction in the second five-
year period may be about double what they are in the first.
In order to ensure a rapid development of industry and
agriculture — the two principal branches of the national
economy—the proportion of capital construction invest-
ments in industry by the state should be raised from 58.2
per cent under the First Five-Year Plan to about 60 per
cent under the Second; the share going to agriculture,
forestry and water conservancy should increase from 7.6
per cent to about 10 per cent.

(3) The central task of our Second Five-Year Plan is
still to give priority to the development of heavy industry.
This is the chief index of our country’s socialist indus-
trialization, because heavy industry provides the basis for
a strong economy and national defence, as well as the basis
for the technical reconstruction-of our national economy.

It is required that the output of the main products of
heavy industry reach approximately the following levels
in 1962:
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Actual Peak annual

Target Target tput output before
Product Unit for for ouigu liberation
. 1962 1957 1952 |———
Year |0utput
Electricity 100,000,000 400-430 159.0 72.6| 1941 59.6
i KWH
Coal 10,000 tons | 19,000-21,000(11,298.5| 6,352.8| 1942 | 6,187.5
Crude oil 10,000 tons 500-600 201.2 43.6| 1943 32.0
Steel 10,000 tons 1,050~1,200 412.0 135.0| 1943 92.3
Aluminium
ingots 10,000 tons 10-12 2.0 — — —
Chemical
fertilizers 10,000 tons 300-320 57.8 19.4| 1941 22.7
Metallurgical
equipment 10,000 tons 3-4 0.8 — - —
Power-
generating
equipment 10,000 kw. 140-150 16.4 0.67 — —
Metal-cutting
machine B
tools 10,000 units 6-6.5 1.3 14| 1941 0.5
Timber 10,000 cubic | 3,100-3,400 2,000.0| 1,002.0 — —_
metres

Cement 10,000 tons 1,250-1,450 600.0 286.0| 1942 | 229.3

In the Second Five-Year Plan period, we must make
vigorous efforts to expand the machine-huilding industry,
particularly that making industrial equipment, and con-
tinue to expand the metallurgical industry to meet the
needs of national construction. At the same time, we
should also energetically develop the electric power, coal
mining and building material industries, and strengthen
the backward branches of industry—the oil, chemical and
radio equipment industries. We should press ahead vigor-
ously with the establishment of industries utilizing atomic
energy for peaceful purposes.
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No effort should be spared in this five-year period in
strengthening the weak links in our industry and in open-
ing up new fields, such as the manufacture of various kinds
of heavy equipment, machine tools for special purposes,
precision machine tools and instruments, the production
of high-grade alloy steels, the cold working of steel prod-
ucts, the mining and refining of rare metals and the set-
ting up of an organic synthetic chemical industry, etc. At
the same time, we should also pay atfention to multiple-
purpose utilization of resources, particularly the over-all
use of the associated non-ferrous metals.

(4) While giving priority to the development of heavy
industry, we should suitably speed up the growth of light
industry on the basis of a higher level of agricultural
development, so as to meet the growing needs of the broad
mass of the people for consumer goods and contribute to
the state’s accumulation of funds.

It is required that output of the main light industrial
products reach approximately the following levels in 1962:

Actual Peak annual
Target output before
A 3 tput p
Product Unit | TOjECLfor T OWPH T iberation
1 ey
952
195 Year l'Output
Cotlon yarn 10,000 800-900 500.0 361.8| 1933 244.7
bales
Cotton piece- 10,000 {23,500-26,000] 16,372.1 [ 11,163.4 — —
goods bolts
Salt 10,000 | 1,000-1,100 755.4 4945| 1943 391.8
tons
Edible vegetable 10,000 310-320 179.4 98.3 S —
oils tons
Sugar (including | 10,000 240-250 110.0 451| 1936 41.4
hand-made tons
sugar)
Machine-made 10,000 150-160 65.5 372 | 1943 16.5
paper tons |
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In the Sccond Five-Year Plan period, in all those bran-
ches of light industry which are needed by society and
which have an adequate supply of raw materials, the pro-
ductive potentialities of the existing equipment should be
brought into full play; the proportion of investments in
light industry should be suitably increased; and new con-
struction should be undertaken according to needs and pos-
sibilities, so as to further increase the production of light
industrial goods. Efforts should be made to produce a
greater variety of light industrial goods, improve quality
and reduce costs, so as to produce low priced, high quality
goods.

In order to increase the output of light industrial prod-
ucts, efforts should be made by industrial enterprises under
local authorities to make greater use of local resources and
waste materials to produce more consumer goods of all
kinds suited to the needs of the local population; the vari-
ous areas, furthermore, should organize mutual exchange
of products. We should continue to develop the handi-
craft industries on the basis of the co-operative system so
as to satisfy the many-sided needs of the people.

(5) During the Second Five-Year Plan period, we must
continue to establish, or energetically prepare to establish,
new industrial bases in the inlerior taking inlo account
local resources as well as the principle of rationally dis-
tributing our productive forces in order gradually to
achieve a balanced development of our economy through-
out the couniry. In carrying on large-scale industrial con-
struction in the interior, we must, however, at the same
time, make vigorous efforts to make full use of and suitably
develop the existing industries in the coastal areas. This
is not only to meet the growing needs of the state and the
people, but also to support construction work in the in-
terior. In capital construction in industry, attention should
be paid to co-ordination between large, medium and small-
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sized enterprises and to their proper dispersion geograph-
ically.

In these five years, we should continue the construction
of the industrial bases in Northeast China, Central China
and in Inner Mongolia with the iron and steel industry as
their core; start the construction of new industrial bases in
Southwest China, Northwest China, and the area around
the Sanmen Gorge, with iron and steel industry and hydro-
electric power stations as their core; carry on with the
building of oil and non-ferrous metal industries in Sin-
kiang; make energetic efforts to utilize the existing indus-
trial bases in East China; bring into full play the role in
industry ol North and South China; and intensify geolog-
ical prospecting in Tibet in order to prepare the way for
its industrial development.

To ensure the completion of the above-mentioned con-
struction projects, we must further expand and improve
our geological work so as to collect all the data which eco-
nomic construction needs concerning mineral deposits and
geological conditions; speed up the training of designers
and reinforce the ranks of builders and installation work-
ers. At the same lime, we should improve urban construc-
tion in accordance with the needs of industrial develop-
ment.

(6) We must make vigorous efforts to promote agricul-
tural production so that agricullure and industry are de-
veloped in a co-ordinated way and that the needs of the
state and the people are satisfied.

During the Second Five-Year Plan period, increase in
the output of grain should be ensured in the first place so
as to propel the development of agriculture as a whole. At
the same time, increased production of major industrial
crops, especially cotton and soya beans, should be ensured
so as to propel the development of light industry. In de-
veloping agriculture, we should encourage a diversified
rural economy and bring about a considerable expansion
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of stock-breeding, forestry, fisheries and subsidiary cottage
occupations so as to ensure an increase in the peasants’ in-
come and raise the living standards of the people.

It is required that the output of staple agricultural prod-
ucts reach approximately the following levels in 1962:

Total Peak annual
Target qutput Actual| output before
for in 2nd | Target output | liberation
Product Unit 1962 five for in

|
(ap- | years 1957 1952]' ——

Prox.) (ap- | : .
prox.) F Year | Quiput
Grain 100,000,000 | 5,000 | 22,000 | 3,631.8| 3,087.9| 1936 | 2,773.9
catlies j
Cotton 10,000 | 4,800 | 21,000 | 3,270.0| 2,607.4| 1936 1,697.6
tant
Soya beans| 100,000,000 250 1,100 22441 1904 | 1936 226.1

catties |

We must try our best to overfulfil the targets for the
staple farm products listed above, and take effective meas-
ures to ensure increased output of other oil-bearing crops
and sugar crops. We must make efforts to increase the out-
put of natural silk, tea, tobacco, jute and ambary hemp,
fruits and medicinal herbs. In the vicinity of cities and
industrial and mining districts, the growing of more
vegetables and increased production of other non-staple
foods to supply their needs should be regarded as an im-
portant task.

It is required that the number of main kinds of livestock
reach approximately the following targets in 1962:

10ne tan equals 50 kilogrammes.
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Te t Peak number
d;()gre | Target | Actual before

Unit 1060 | for number liberation
(approx.) 1957 in 1952 = ===

Year | Num
Cattle 10,000 head 9,000 7,361 5,660 | 1935 4,826.8
Horses e 1,100 834 613 | 1935 648.5

Sheep and

goats " 17,000 11,304 6,178 | 1937 6,252.0
Pigs i 25,000 13,834 8,977 | 1934 | 7,853.0

Attention should be paid to promoting pig-breeding so
as to increase supplies of meat and manure. In addition,
extensive breeding of chickens, ducks, geese, rabbits and
other pouliry and domestic animals should be undertaken.

As the targets for the production of soya beans, oil-bear-
ing crops and the breeding of livestock were not fulfilled
in the first few years of the First Five-Year Plan, effective
measures must be adopted in the Second Five-Year Plan
period to remedy this state of affairs. In conformity with
the needs of the state and the people, and taking into
account natural conditions in different areas, we should
arrange the proportions of grains and various industrial
crops as suited to the various localities, and appropriately
organize livestock breeding and subsidiary agricultural oc-~
cupations in order to ensure a well co-ordinated develop-
ment of the various branches of agriculture.

Agricultural producers’ co-operatives should, in con-
formity with the Model Regulations for Advanced Agri-
cultural Producers’ Co-operatives and the principle that
co-operatives must be run industriously, thriftily and dem-
ocratically, check over and consolidate their organiza-
tions, train and promote various types of cadres, and
strengthen management and the organization of produc-
fion. On the principle of taking care of both the needs of
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the state and the welfare of the peasants, reasonable pro-
portions should be worked out for distributing income as
between the collective and the individual members. Where
the collective work of the co-operatives is not affected, ap-
propriate arrangements should be made to allow members
the necessary time off to work in their own individual in-
terests; they should be allowed to engage in various sub-
sidiary agricultural occupations which are best undertaken
by the peasants individually so as to further encourage
their initiative in production and promote the develop-
ment of agricultural and subsidiary production. In order
to prevent difficulties arising in management and the or-
ganization of production which may adversely affect agri-
cultural production, care should be taken to see ihat, as
agricultural producers’ co-operatives develop, they are not
recklessly merged into large units.

To develop agricultural production during these five
years, we must energetically popularize all feasible meas-
ures for increasing production on the basis of co-opera-
tive farming in order to get still higher yields of grain and
industrial crops per unit area. The principal measures for
increasing production are: expanding the irrigated area;
developing sources of manure and fertilizers and improv-
ing their use; popularizing step by step new-type farm
tools suited to local needs; popularizing high-grade seeds of
agricultural crops suited to local conditions, and promot-
ing the work of seed-rejuvenation; improving techniques
and methods of cultivation; suitably enlarging the area of
land planted to several crops a year and reclaiming waste
land in the vicinity of villages; suitably increasing the area
planted to high-yield crops; improving soil, with special
attention to improvement of red soils and alkaline soils;
vigorously preventing and eliminating plant diseases and
insect pests. In order to prevent loss from indiscriminate
popularization, the latest experience gained in increasing
production should first be tried out experimentally and
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then, after the method has been mastered, popularized step
by step in areas with more or less the same conditions.

During the Second Five-Year Flan period, we should do
our utmost to build water conservancy projects; take more
effective measures to prevent flood and drain water-logged
areas; extend the work of water and soil conservation;
strive to reduce damage caused by heavy floods and
drought and step by step end damage caused by less
serious floods and drought. Alongside the large-scale
water conservancy projects undertaken by the state, the
agriculiural producers’ co-operatives and the people in
general should be mobilized to take vigorous and well-
planned action in building medium and small-sized water
conservancy projects; and attention should be paid to the
utilization and improvement of existing water conservancy
facilities.

We should, so far as conditions permit, reclaim waste
lands in Northeast, Northwest and South China, expand the
cultivated area, and suitably develop state farms in order
to increase the production of grain and industrial crops for
the state.

During the Second Five-Year Plan period, we should
actively develop forestry, mobilize the masses to plant
trees and grow forests, do all we can to conduct re-
afforestation of denuded areas owned by the state and im-
prove the work of nursing saplings, raise the survival rate,
prevent forest fires and guard against insgct pests, and step
by step extend afforestation. We should make vigorous
efforts to promote the cultivation of marine products and
fisheries both in fresh-waters and shallow seas, and im-
prove and extend our surveying and protection of aquatic
resources. We should set up weather stations and weather
posts according to plan, and improve our work in weather
forecasting and our warning system to guard against nat-
ural calamities.

21



Industry, commerce and transport must improve co-
ordination and co-operation with agriculture so as to pro-
mote its growth. Attention should be paid to strengthen-
ing the work of extending rural credits, in order to give
more vigorous support to agricultural production.

(7) In the Second Five-Year Plan period, in order to
cope with the needs of industrial and agricultural produc-
tion and of national defences, we should suitably expand
transport, postal and tele-communication services, and
build more new railways and highways, postal and tele-
communication lines, and water and air transport lines. At
the same time, we should, according to plan, add to and
improve existing transport and postal and tele-com-
munication equipment, make full use of and suitably ex-
pand traditional transport facilities, improve our organiza-
tion of transport services, and do our utmost to increase
the efficiency of transport and communications services.

Both freight and passenger mileages of railways, high-
ways, shipping and civil aviation should show a cor-
responding increase in these five years.

It is required that 8,000-9,000 kilometres of new rail-
ways be built in these five years. The trunk railway lines
from Lanchow to our border in Sinkiang, from Paotow to
Lanchow, from Neichiang to Kunming, from Chungking to
Kweiyang and from Lanchow to Tsaidam will be com-
pleted. In addition, a number of railway junctions and
branch lines serving factories, mines and foresiry will also
be constructed.

It is required that 15,000-18,000 kilometres of trunk
highways be constructed or reconstructed in these five
yvears. In accordance with local needs and resources,
rough roads, cart tracks and other kinds of roads, too, will
be built in various localities of the country to gradually
extend local road networks.

We should increase our fleets of river, coastal and sea-
going vessels as needed by transport; press ahead with
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harbour construction and establish new navigational aids.
Inland shipping lines should be extended and the organiza-
tion of iransport services on rivers and their tributaries
improved.

Equipment and facilities of air transport for civil and
special purposes should also be suitably increased.

We should step by step expand and reconstruct the na-
tional postal and tele-communication networks in line
with the needs of developing the economy and culture of
the whole country.

(8) In the Second Five-Year Plan period, in order to
stimulate the growth of indusirial and agricultural pro-
duction and meet the growing needs of national construc-
tion and the people’s livelihood, we should continue to im-
prove and readjust our network of trading establishments,
furiher increase the circulation of commodities and improve
our work in the purchase and supply of industrial and
agricultural products. At the same time, we should con-
tinue to maintain stable commodity prices and gradually
readjust unfair prices. In regard to the purchase of indus-
trial products, the method of fixing prices according to the
quality of goods and selective purchasing will be intro-
duced to cover a part of these products; this will spur
backward factories to improve their work and the quality
of their products, and increase their variety.

With the increase of the people’s purchasing power in
these five years, it is required that the volume of retail
trade in 1862 be about 50 per cent greater than in 1957.
There should be a corresponding increase in sales by state
trading concerns and co-operatives of daily necessities,
such as grain, meat, aquatic products, edible vegetable oils,
sugar, cotton piece-goods, knit goods, coal and kerosene, to
the people in towns and villages, and of means of produc-
tion to agricultural and handicraft producers’ co-operatives.

We should continue to carry out the policy of planned
purchase and sale of grain, edible oil and cotton piece-
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goods and the policy of planned purchase of cotton to en-
sure proper distribution. Free purchase and sale under
the unified direction of the state should be guaranteed so
far as concerns commodities which the peasants retain
after planned purchases by the state and those which are
not covered by the plan. This will expedite commodity
circulation and satisfy the people’s needs. Besides the state
markets, some free markets under the guidance of the state
should be maintained or suitably developed according to
plan to promote a brisk commodity exchange between town
and countryside and to supplement the state markets.

We should improve our work in purchasing and supply-
ing materials for export so as to ensure a balance between
imports and exports.

We should improve our work in supplying materials that
come under the distribution plan of the state, maintain a
balance between supply and demand, perfect our supply
and marketing organizations, improve the allocation and
delivery of goods and materials, and strengthen our work
in accumulating important material reserves, so as to en-
sure the even and systematic progress of national construc-
tion.

(9) In carrying the socialist transformation of private
industry and commerce to completion, we must, step by
step and in a planned way, effect the necessary economic
reorganization and make appropriate personnel arrange-
ments in joint state-private enterprises, and bring about
step by step nationalization of these enterprises when the
conditions for doing so are ripe. At the same time, we
must preserve and develop the strong points of these enter-
prises and continuously increase the variety and improve
the quality of their products.

Outstanding workers and staff of joint state-private
enterprises should be promoted to take part in the manage-
ment of these enterprises. Attention should also be paid
to forging unity with and educating those who represent
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the interests of private capital in Isuch enterprises. We
should make full use of their knowledge of production tech-
niques and useful experience in management and help them
turn into working people in the full sense of the term.

As economic reorganization is carried out, care should
be laken not to amalgamate more than is necessary small
factories and shops which are operationally fairly flexible
and can easily be adapted to serve the many-sided needs
of society. Small industrial enterprises needed by society
and properly operated should be kept as they are. They
should not be merged without careful consideration lest
co-ordination and co-operation among the enterprises con-
cerned be weakened. In the commercial field, it is even
more necessary to operate in various ways. Trading estab-
lishments should be scattered in a reasonable way over a
given locality and managed separately while being placed
under the guidance of state concerns and co-operatives. To
meet the daily needs of the local population, an appropriate
number of small traders and pedlars should be allowed to
carry on their business in the residential areas of towns
and in villages.

Handicraft producers’ co-operatives should direct atten-
tion to checking over and consolidating their organization,
manage production efficiently, organize the supplies of raw
materials and the marketing of their products. They
should observe the principle of “to each according to his
work” and ensure that the income of their members in
general be increased. Their scope of operation should be
suitably defined and their leadership and co-ordination
with other parties concerned be strengthened. It is also
necessary to maintain and develop the strong points of
these handicraft trades, and to increase the variety and
raise the quality of their products. Where necessary and
possible, some handicraft {rades can be gradually mecha-
nized or partially mechanized to expand production.
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It is also not desirable to over-concenirate handicraft
producers’ co-operatives. Decentralization should be
effected to a suitable extent in certain handicraft trades.
Some handicraftsmen, particularly those who make special
artistic products, should be allowed to continue working
on their own. Subsidiary handicraft occupations of the
peasants, with their own local markets, may, as conditions
demand, be managed by the peasants individually or
brought under the management of the agricultural pro-
ducers’ co-operatives, to meet local needs.

(10) We should press ahead with the technical recon-
struction of our national economy and, first of all, tech-
nical reconstruction in heavy industry, so as to swiftly
raise the technical level of our industry. In the Second
Five-Year Plan period, we should, so far as conditions per-
mit, install up-to-date technical equipment, make use of
the latest scientific achievements and master the new tech-
niques involved in the important industrial and mining
enterprises concerned with machine-building, metallurgy,
chemicals, power, oil, coal and radio equipment, which are
being newly built or are undergoing major reconstruction,
so as to bring our industry onto the road of modern tech-
nique. In existing enterprises all latent productive capac-
ity should be made full use of, and, in accordance with
the demands of the actual situation, some of their out-of-
date equipment should be renovated systematically and
step by step so as to raise their technical level. To get a
rapid increase in output the best experience and methods
of production, whether foreign or domestic, should be
spread effectively and systematically to all newly built,
reconstructed, and other existing enterprises, with due re-
gard to actual conditions in each enterprise.

Technical reconstruction of our national economy must
be based mainly on our heavy industry, and the machine-
building industry in particular, and furthermore, it should
be commensurate with our strength in technical personnel,
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inancial and natural resources, and labour power, and
proceed gradually and with proper emphasis where needed.
In certain most labour-consuming branches of economy,
important work processes and major projects and projects
that cannot be tackled without machines should be gradual-
ly mechanized, and to an ever increasing extent; in other
places, our tremendous reserves of labour power should
continue to be used. The technical renovation of transport,
and postal and tele-communication services should also be
carried out step by step, commensurate with our level of
industrial development, the possibilities of our economic
and other resources, and the needs of transport and com-
munications.

In the Second Five-Year Plan period, so far as technical
improvements in agriculture are concerned, emphasis
should be put on extension of irrigation and strengthening
measures of flood prevention and drainage of water-logged
areas, trial manufacture and popularization of improved
farm tools suited to local needs, increased production of
fertilizers, improvements in cultivation techniques, the
growing of high-grade seeds and the breeding of better
strains of livestock. At the same time, we should, in the
light of specific conditions, make suitable use of tractors
on state farms, in reclaimed areas, and in areas raising
industrial crops.

(11) We should energetically develop scientific research
with emphasis on particular subjects in accordance with
the needs of national construction. During the Second
Five-Year Plan period, we should continue to learn from
the latest scientific and technical achievements in the
Soviet Union and other countries, and start building up in
our country the most advanced branches of science and
techniques known to the world, such as the science of
atomic energy, electronics, and the techniques of automa-
tion and remote control; we should also achieve marked
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results in other important fields of scienlific and technical
research so that within the period of the Third Five-Year
Plan we can, in many important fields of science and tech-
nology, approach the most advanced levels attained in the
world.

In this five-year period, giving proper emphasis to par-
ticular fields, we should gradually strengthen research work
in the Chinese Academy of Sciences, in the research in-
stitutes of the various government departments and enter-
prises concerned, and in universities and colleges, and
effectively bring about division of work and co-operation
among them. We should gradually build up a national net-
work of scientific research institutes.

We should carry through the Party’s policy of uniting
with, educating and remoulding the intellectuals and the
principle of “letting diverse schools of thought contend,”
and encourage them to cultivate independent thinking and
engage in free discussion. We should make more suitable
use of the services of intellectuals, and pay attention to
improving their working conditions and give full play to
their enthusiasm and creative ability so as to meet the
needs of development of scientific research and economic
and cultural development.

During the Second Five-Year Plan period, we should do
all we can to train personnel for construction work, to de-
velop higher education and secondary vocational education;
continue to send graduates from universities and colleges
and' teachers abroad to study subjects which are still lack-
ing in China; systematically and step by step develop
spare-time higher education and secondary vocational
education, so as to train more of the various kinds of
specialists we need for national construction. At the same
time, attention should be paid to the development of work-
ers’ technical schools, and efforts should be made to train
skilled workers in various ways.
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In developing higher education, we should lay stress on
engineering and the natural sciences; make vigorous efforts
to promote the study of pedagogy, agriculture and forestry,
and give due attention to other subjects. In this five-year
period, the number of university and college graduates is
expected to reach approximately 500,000, which is roughly
80 per cent more than the number aimed at in the First
Five-Year Plan. In 1962 the total enrolment in universities
and colleges is expected to reach approximately 850,000,
which is roughly double the number aimed at in 1957.

We should vigorously increase the number of senior and
junior middle schools and enlarge the existing ones to pro-
vide adequate enrolment for the universities, colleges and
secondary vocational schools, and to satisfy properly the
needs of government departments, factories and mining
enterprises for specialized personnel and skilled workers.
At the same time, we should step by step extend primary
education to ever larger sections of the population, and do
all we can to help agricultural producers’ co-operatives or-
ganize literacy classes for children in order to make up for
the shortage of primary schools.

We should make efforts to wipe out illiteracy throughout
the country; carry out the reform of written Chinese step
by step according to plan; and step by step establish spare-
time primary and secondary schools for workers and peas-
ants so as to ensure a constant rise in the cultural level of
the mass of workers and peasants.

We should continue to adhere to the principle of “letting
flowers of many kinds blossom,” foster art and literature
on an extensive scale, encourage in every way creative work
in art and literature, promote art and literary criticism,
actively carry on the work of editing, revaluing and
popularizing the best part of the heritage of our national
culture so as to make the various types of folk art and
literature dearly loved by the masses still more perfect in
form and .varied in content.
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We should energetically foster the growth of the cinema,
and step by step and according to plan, improve our work
in publication and radio broadcasting.

(12) Relations between the central and local authorities
should be properly readjusted. Under the unified leader-
ship of the central government and in accordance with the
state plan, local authorities, departments and basic-level
units should bring their initiative in economic and cultural
development into full play and mobilize the forces of the
people on an extensive scale to speed up socialist construc-
tion as much as possible.

Guided by the principles of unified leadership, level-by-
level administration, and suiting our actions to the place
and matter in hand, we should improve the state adminis-
trative system; define the scope of administration in enter-
prises, institutions, planning and finance; properly extend
the administrative powers of the provincial and autono-
mous regional authorities and municipal authorities of
cities directly under the central authority; and pay atten-
tion to improving and strengthening the work of the vari-
ous departments of the central government. Extension
of the administrative powers of local authorities will, on
the one hand, enable the local authorities to shoulder more
responsibilities and give fuller play to the positive factors
and productive potentialities of the localities concerned,
and on the other hand, enable the various departments of
the central government to concentrate their efforts, devote
greater attention to over-all planning and to the study of
principles and policies, grasp the central links in their
work, improve the check-up of work, and organize ex-
changes of experience, thereby reinforcing the leadership
of the central government.

In accordance with the requirements of the state plan
and the specific conditions of their area, local authorities
should draw up local economic development plans. They
should first of all give firmer leadership to agricultural
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production. At the same time, while co-ordinating a
balanced development on a local scale with that on a na-
tional scale, they should also undertake industrial construc-
tion as needed, and give firmer leadership to local indus-
tries and handicrafts. Local industries and handicrafts
should be developed mainly for the needs of the local popu-
lation, especially the peasants. They should also turn out
products needed for export and for consumers in other
parts of the country, produce various kinds of building
materials, process goods for the state industrial enterprises
under the central authorities and co-operate with them in
production.

Local authorities must pay attention to improving their
work in purchasing industrial goods, farm products and
the special products of their own districts and increase the
supply of consumer goods and means of production needed
by agriculture and handicrafts, so as to encourage produc-
tion and satisfy the needs of the people. At the same time,
local authorities must, according to needs and possibilities,
improve local transport and communications and promote
educational, cultural and public health work.

(13) To promote economic and cultural development in
the national minority areas, we must improve the work
of construction there and by degrees bring about a change
in the backward state of these areas.

In our national minority areas we should develop in-
dustry in a planned and well-prepared way and according
to the actual needs and possibilities. We should pay at-
tention to helping expand agriculture, forestry and stock-
breeding in these areas, and gradually build water conserv-
ancy projects and introduce technical improvements in
agriculture, forestry and stock-breeding. We should help
improve their transport, postal, tele-communication, trad-
ing, banking and credit facilities step by step. At the same
time, we should also devote attention to development of
their culture and educational work; make vigorous efforts
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to train cadres and science and technical workers from
among them; help them to create or reform their own writ-
ten languages, set up public health organizations, organize
mobile cinema teams; and improve and extend the distribu-
tion of publications in national minority languages.

Social reforms in the national minority areas should, in
accordance with the wishes of the people and leading pub-
lic personages of the different nationalities and the specific
conditions of the time in each area, be carried out gradually
and in a well-prepared way so as 1o meet the requirements of
economic and cultural development in the areas concerned.

(14) The living standards of the people should be raised
step by step on the basis of increased production. A cor-
rect proportion should be maintained between the rise in
labour productivity and the increase in wages of workers
and employees; a correct distribution should be made of
the income of the agricultural producers’ co-operatives. A
rational use should be made of labour power and unem-
ployment in cities should be reduced step by step and
brought to an end.

During the Second Five-Year Plan period, we should
make great efforts to raise labour productivity, requiring
industrial and building departments to raise it by 50 per
cent in these five years. During the five-year period, the
number of workers and employees in the various branches
of the national economy will increase by six to seven mil-
lions.

Wages should be gradually increased on the basis of en-
suring an increase in labour productivity. The average
wages of workers and employees will go up by 25 to 30
per cent in these five years. The working hours of work-
ers and employees working under conditions harmful to
health should be suitably reduced.

We should continue to improve housing conditions of
. workers and employees, and, as conditions permit, build
more houses; gradually improve transport facilities for city
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residents, and public services in cities; gradually improve
and set up more nurseries and kindergartens; and improve
the work of canteens in enterprises, public institutions and
government organizations. We should take practical meas-
ures to improve labour proteclion, sanitation and safety
devices in factories and mines, fo protect workers in pro-
duction. Vigorous steps should be taken to reduce or
eliminate those occupational diseases which cause serious
harm to the workers. Special attention should be paid to
improving the working conditions of those people who
work in pits, in high temperatures, at high altitudes and
are engaged in field work and the working conditions of
women. The scope of labour insurance should be extend-
ed, and the system of labour insurance should be improved.

During the Second Five-Year Plan period, in order to
stimulate the peasants’ initiative in production, we should,
except when extraordinary natural calamities intervene,
see to it that co-operative members in general increase
their income on the basis of increased agricultural produc-
tion. In these five years, as agricultural production grows,
the total income of the peasants will probably go up by
about 25 to 30 per cent.

The welfare funds of agricultural producers’ co-opera-
tives should be suitably used so that the whole amount is
spent on labour protection and on improving the material
well-being of their members.

In these five years, with the development of handicraft
production, the income of members of handicraft pro-
ducers’ co-operatives should also show a suitable increase.

Public health work should be further expanded in the
Second Five-Year Plan period. The number of beds in
hospitals and sanatoria and that of public health organiza-
tions should be suitably increased. Simple beds for the
sick should be extensively provided in rural areas step by
step. Preventive measures against disease and medical
services in the countryside should be improved. Medical
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personnel should be trained according to plan. Doctors of
traditional Chinese medicine and those trained in Western
medicine should be encouraged to learn from each other.
Serious efforts should be made to study and systematize
Chinese medicine and Chinese pharmacy. The utmost
efforts should be devoted to the prevention and cure of
those diseases which cause the most harm to the people.

The mass sports movement should be widely extended
step by step.to make our people more physically fit. Due
regard should be given to the physical condition of people
participating lest there be adverse effects due to over-
straln.

(15) In the Second Five-Year Plan period, in order {o
increase accumulation and speed up socialist construction,
we should continue to adhere to the principle of increasing
production and practising economy and enforce a system
of practising strict economy.

In these five years, as a result of the rapid growth of
production and the expansion of capital construction, there
will be a steadily rising demand for materials, funds and
cadres in all branches of the national economy. At the
same time, the steady rise in the level of the people’s
material life will result in a growing demand for consumer
goods. Therefore, it is necessary for us to strive to in-
crease production and carry on our fine tradition of work-
ing hard and living thriftily, economizing in the use of
manpower, material and financial resources and making the
increase in production and the practice of economy a reg-
ular, long-term task in socialist construction.

In the Second Five-Year Plan period, departments
charged with industry, transport and commerce should
make further efforts to lower costs of production and trans-
port and costs of distribution of commodities. In their
building activities, capital construction departments should
continue to strictly follow the principle of providing build-
ings that suit their purpose, that are economical and as
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beautiful as circumstances permit, lower building costs and
raise the quality of construction. Cultural, educational
and public health departments and state administrative or-
gans should also observe the principle of reducing staff
but increasing efficiency and practising economy; they
should cut expenditure and combat extravagance and
waste.

(16) Aid from the Soviet Union and the People’s Democ-
racies is an important condition for building socialism in
our country. In the course of developing our national
economy and building a comprehensive industrial system,
we must, therefore, strengthen co-operation with the Soviet
Union and the People’s Democracies, and expand our eco-
nomic and cultural exchanges and trade with them so that
mutual support and help among these fraternal countries
can be promoted. Given this relationship based on divi-
sion of labour and co-operation in the economic and tech-
nical spheres and in scientific research, it is possible to
make the fullest, mutually beneficial use of the material
resources, latent productive capacity and scientific and
technical achievements of these countries, thus accelerat-
ing the growth of their national economies and bringing
about a common upsurge in the economies and cultures of
all the socialist countries with the Soviet Union at their head.

Economic co-operation, trade relations, and cultural and
technical exchanges with countries with different social
systems, particularly with those in Asia and Africa, should
be developed on the principle of equality and mutual ben-
clit to promote the peaceful co-existence and the econom-
ic development of the peoples of all lands.

* * #*

The Eighth National Congress of the Communist Party
of China holds that the Second Five-Year Plan for develop-
ment of the national economy of our country will be a
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plan to bring about a further all-round upsurge in our
economy and culture. Fulfilment of this plan will make
it possible for our country to further strengthen her econ-
omy and national defences, to raise the level of our science
and technique, improve the material well-being and cul-
tural standards of our people; and eliminate, in the main,
the capitalist system, thereby laying a solid foundation for
the accomplishment of the fundamental task of the state
in the period of transition.

In order that the work of drawing up the Second TIFive-
Year Plan may be well done, the departments of the State
Council and the local authorities must, in the course of
drafting the Plan, put all the targets on a forward-looking
and completely sound basis. They must, on the one hand,
take full account of all favourable conditions and combat
the Rightist, conservative tendency to ignore the latent
forces and underestimate the socialist enthusiasm of the
masses. On the other hand, they must take full account
of all unfavourable conditions and difficulties that are
liable to occur, and combat the impetuous and adventurist
tendency to depart from actual realities, give no considera-
tion to possibilities, and overlook the planned and well-
proportioned development of the various branches of the
national economy.

Judging from the implementation of the First Five-Year
Plan, it is difficult to anticipate at an early date many of
the factors to be encountered in carrying out a long-term
plan. This is particularly so in carrying out a plan for
agricultural production at the present time and for a fairly
long period to come, when it is still very difficult to prevent
losses from natural calamities. Yet success or failure in
fulfilling the plan for agricultural production has a pro-
found influence on the execution of the whole plan for the
national economy of our country. That is why in drawing
up a long-term plan the targets should be put on a pretty
sound basis. In drawing up each annual plan, however,
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so far as conditions permit, we should actively bring into
play all our potentialities so as to ensure fulfilment and
overfulfilment of the long-term plan.

The drawing up of the Second Five-Year Plan is a
sirenuous, difficult and complicated task and one of great
significance. Organizations of the Communist Party of
China at all levels should, therefore, take an active and
practical part, together with government organs, in com-
pleting this task successfully, organize the masses for ex-
tensive discussion of the Plan, and combat subjectivism
and bureaucracy in this work, so as to ensure that this plan
conforms with reality and the fundamental task of the
state in the period of transition and thus serves as a guide
to successful development of our countiry’s socialist con-
struction.

The Eighth National Congress of the Communist Party
of China calls on all comrades of the Party, under the
leadership of the Central Committee and Comrade Mao
Tse-tung, to continue their efforts to further unite with
the people of all nationalities, all the democratic parties,
people’s organizations, Chinese nationals resident abroad
and all pairiots, and continue to consclidate and expand
the people’s democratic united front to strive for the over-
fulfilment of the First Five-Year Plan and make vigorous
preparations for the Second Five-Year Plan.
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Comrades,

Our First Five-Year Plan for Development of the Nation-
al Economy will be successfully fulfilled a little more than
a year from now. In order that we may smoothly begin
construction under the Second Five-Year Plan as soon as
the First is fulfilled, 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 discussed and adopted by the Congress, they
will be presented to the State Council for discussion.

The fundamental principles and policies concerning our
Second Five-Year Plan for Development of the National
FEconomy have already been expounded in the Political
Report 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.

1. IMPLEMENTATION OF THE FIRST
FIVE-YEAR PLAN

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

In the course of implementing the First Five-Year Plan,
thanks to the efforts of the people, and above all to the
efforts of the working people of the whole country, vic-
tories which are quicker and greater than expected have
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been gained in both our work of socialist construction and
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 Plan, 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 500 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 will 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-Erhlien and the
Paochi-Chengtu lines are already finished. 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
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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-
low 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 years, 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 Plan will probably reach our original goals. But it
should also be pointed out that some branches of our econ-
omy will possibly fail to fulfil 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 fulfilment of the original plans as far as possible. It
should 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
possibly exceed by about 15 per cent the target originally
set in the Plan. 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 will reach
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5,500,000 tons; electrieity, 18,000 million kilowatt-hours;
coal, 120 million tons; metal-cutting machine-tools, 30,000
units; power-generaling equipment, 340,000 kilowatts;
timber, 24 million cubic metres; cotton yarn, 5,600,000
bales; machine-processed sugar, 800,000 tons; and machine-
made paper, 800,000 tens. As to important new industrial
products, we are now able to manufacture power-generat-

ing, metallurgical and mining cquipment and new types of ¢

metal-cutting machine-tools, which our country could not
make in the past. We are also able to produce motor-vehi-
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 shortage
of raw materials, a slack market, or technical reasons, the
original output plan for several kinds of products may not
be fulfilled — for instance, oil, sulphur black, edible vege-
table oils, cigarettes and matches.

In regard to agricultural production: In 1953 and 1954,
many areas of our country suffered rather severe natural
calamities. Consequently the agricultural production plans
for these two years were not fulfilled. Nevertheless, the
food crop surpassed that of 1952, which was a year of
bumper harvests. The year 1955 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 output of other agricultural
products also increased. In 1956 many areas have suffered
severely from floods, water-logging, typhoons and drought,
resulting in a measure of damage 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 calamities,
and the 1956 total output of grain in the whole country
will still be able to reach the level to be attained in 1957 as
set down in the First Five-Year Plan. Provided that there
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are no particularly severe natural calamities in the coming
year and more, it will be possible in 1957 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 strengthen these weak links.

In regard to transport, posts and tele-communications:
Alongside the 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 1957, the target for freight
mileage handled by all major transport departments will
possibly be overfulfilled. But, because the plan for the
technical reconstruction of certain existing lines and
equipment has not been fulfilled, certain lines and trans-
portation centres are at present overburdened and con-
gested with traffic. Endeavours are being made to alter
this situation.

In regard to commerce: With the constant growth of so-
cialist commerce, a well-planned and well-organized do-
mestic market has already taken shape, and the leading
position of socialist commerce is being consolidated. In
1956 the volume of retail frade will increase by 66.3 per
cent as compared with 1952, and the total value of imports
and exports, by 65 per cent., It is estimated that, by 1957,
all plans for retail sales and for the sales of most commodi-
ties in the home market, and plans for exports and imports,
will be fulfilled, and some even overfulfilled. In the past
‘few years, the volume 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 daily 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, scientific research and
public health: Considerable advances have been made in all
these fields in the past few years. It is estimated that by
1957, except for a few branches, we shall be able to over-
fulfil all the targets, including those for higher, secondary
and primary education, scientific research, journalism, pub-
lications, broadcasting, literature, arts, cinema, physical
culture and medical service. For instance, the 1957 enrol-
ment in institutions 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 country, 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

46

the private commercial and catering establishments, 68 per
cent in terms of number of shops, and 74 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 fixed rate of
interest on shares have prepared the way for thé na-
tionalization of capitalist means of production.

Here T wish to speak briefly about the improvement of
the people’s material well-being.

Taken as a whole, 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. Immediately 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, surpassing the 33 per cent in-
crease in five years laid down in the First Five-Year Plan.
The increase of labour productivity 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.
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During the past few years, we stabilized the agricultural
taxes for the benefit of the peasants, and appropriately
raised the price of grain purchased by the state, thus grad-
ually improving the life of the peasants on the basis of
expanded production. But we also made some mistakes.
In 1954, because we did not completely grasp the situation
of grain production in the whole country, and purchased a
little 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-
duction. It is now estimated that the total income of the
peasants can be increased by about 30 per cent in these
five years.

From the situation described above, it can be seen that
our First Five-Year Plan can definitely be fulfilled success-
fully. Most of the targets can be surpassed, if we make
strenuous efforts and if no particularly serious natural
calamities or unexpected accidents occur. The execution
of the First Five-Year Plan has brought about, and its over-
fulfilment will further bring about, profound changes in
our national economy. This expresses itself mainly in the
following: Industrial and agricullural production has been
raised 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 industrial ouiput (in-
cluding output of handicrafts) to the total value of indus-
trial and agricultural output will be approximately 50 per
cent, with industry producing capital goods accounting for
over 40 per cent of total industrial output—a fact that will
strengthen the leading role of industry in the national
economy. Furthermore, as a decisive victory has been
scored in socialist transformation, the socialist sector has
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assumed the predominant position in ali fields - industry,
agriculture, transport and commerce. Now, all branches
of our national economy are prospering, and culture, educa-
tion, and scientific research are entering a Hourishing period.
This has created conditions for the continued raising of the
people’s standard of living.

It should be pointed out that the unity of our people of
all nationalities, all democratic parties and all patriots
under the leadership of the Communist Party of China, and
the iniliative and enthusiasm they have shown in the task
of socialist transformation and socialist construction are
the foundation and guarantee for the great achievements
enumerated above.

We must also point out that the great Soviet Union and
the People’s Democracies have given us tremendous as-
sistance in the carrying out of our First Five-Year Plan.
During this period, the Soviet Union has granted us loans
on favourable terms, helped us to design 205 industrial en-
terprises and supplied the bulk of the eguipment for them,
sent large numbers of outstanding experts to China and
rendered us much technical aid in other ways. The Peo-
ple’s Democracies, too, have given us much assistance in
equipment, materials, technical forces and so on. Experts
from the Soviet Union and the Peorle’s Democracies who
are working in China have been making ocutstanding con-
tribulions 1o the cause of socialist construction in our coun-
try. We wish to take this opportunity to express cur deep
gratitude for the sincere, fraternal assistance given us by
the Soviet Union and the People’s Democracies.

In carrying out the First Five-Year Plan, we have ac-
quired considerable experience and learned not a few les-
sons. By drawing on these, we shall be able to work still
better in socialist construction. Here I only wish to put
forward some views on certain questions which we con-
sider to be fairly important in guiding economic work dur-
ing the past few years.
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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-looking and com-
pletely sound basis, to ensure a fairly balanced develop-
ment of the national economy. Since it is difficult 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 way and leave it
for the annual plans to make the necessary adjustments.
The targets set in- the First Five-Year Plan 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 overfulfilment 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 certain non-productive capital construc-
tion projects. And as the plans for capital construction
were changed frequently and issued to the departments
concerned very late, they were not quite satisfactorily ful-
filled. As a result, not only was there an excessive finan-
cial surplus, but also a temporary false surplus of impor-
tant building materials 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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temporary surpluses of materials as a relatively permanent
phenomenon, we resorted to export to resolve our difficul-
ties with temporary surpluses of steel products and cement.
This 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 finances 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 financial 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 plans, 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 fulfilment and overfulfilment of the long-term
plan. 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
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guard against impatience and rashness; when conditions
are unfavourable, we must sece that there also exist many
favourable factors confronting and ahead of us and guard
against timidity and hesitance. That is 1o say, we should
make an over-all analysis of the objective conditions, and
at the same time try as best as we can to make a unified
plan for the main targets of the current year and the next
year, so that each of the annual plans may dovetail with
the next and advance at a fairly even pace.

Secondly, we should co-ordinate key projects with over-
all arrangements, so that the various branches of the 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, thus making 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 finance and waste of
manpower and material resources. Such a tendency re-
curred in the beginning 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 accomplish within three
or five years, or even one or two years, tasks that required
seven or twelve years to complete. These tendencies were
all discovered and corrected by the Central Committee in
good time,

b2

In the same period, there appeared another tendency —
the tendency to give certain important tasks too much em-
phasis so that they fell out of step with other related tasks.
For 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 still too high. As a result, too much
steel was consumed, thus creating more tension in the sup-
ply of steel in 1956. Also, some machine-building factories
were made to rush up production at one fime 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 judicious 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 altention to
readjusting the above-mentioned relationships, so as to
avoid one-sidedness.
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The foregoing shows that while 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 all 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, financial resources, mineral resources, productive
capacity, ete., 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 production 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 1956, 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.

b4

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 full 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 frequently for a long time
to come, whereas any surplus will be transient. Therefore
we need to pay still 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. All 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
fixed 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.

Fourthly, the relationship between economy and finance
should be correctly handled. Years of experience tell us
that our financial revenue must be based on our economic
development, and our financial expenditure must also, and
above all, ensure the development of our economy. Thus,
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we should first of all consider the economic development
plan, particularly the plan for industrial and agricultural
production. Then, basing ourselves on it, we should draw
up the financial plan, with which to ensure the successful
carrying out of the economic plan. If, instead of enlarg-
ing our financial resources in accordance with the condi-
tions of our economic development, we set our targets for
financial revenue too low, or, if we only worry about cut-
ting financial expenditure and keep too much in reserve,
we will tend to hold back the full development of economic
construction. This would be wrong.

In drawing up our financial revenue plan, we must take
into account the prospects of economic development and the
correct ratio belween accumulation and consumption, and
avoid placing the figures so high as to put a great strain on
our efforts. In drawing up our financial expenditure plan,
apart from making a correct distribution in line with the
demands of ensuring the construction of key projects and
the proportionate development of the national economy,
we should also give consideration to the balance between
the scale of construction and the supply of materials 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 our efforts. It would be obvious-
ly wrong, too, to take only the demands 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 {oo high and excessively big plans 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 which hamper eco-
nomic development. We should oppose such limitations.
But, if financial plans conform to the actual condition of
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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 “financial limita-
tions” and blindly challenged.

It should also be pointed out here that many of the
shoitcomings 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 questions and making arrangements
for work. Consequently one can hardly expect their de-
cisions to be correct; in 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 speed, and that the situation changes
often and rapidly. New problems can appear anywhere at
any moment, and many of these problems are interlinked
and crisscrossed with complicalions. Therefore, we must
constantly maintain close contact with the masses, get down
to reality, strengthen the work of investigation and study,
take 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 all 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. FUNDAMENTAL TASKS OF THE
SECOND FIVE-YEAR PLAN

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 Plan, bear in
mind the basic requirement that by about the end of the
Third Five-Year Plan period we must fulfil 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. Only 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 carry 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-
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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 economy
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 will 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 Union, and given the possibilities 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 like ours,’
which has rich resources and great demands, still needs fo
build its own comprehensive industrial system. This is
because, in accordance with our internal requirements, we
must quickly alter the long-term backwardness of our na-
tional economy; and in accordance with international re-
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quirements, 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
world 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, technical and cultural exchanges with other
countries. Even when we have built up a socialist indus-
trial state, it will 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 contlinuously, but,
with the daily growth of the forces of 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 and cultural relations between us and various other
countiries of the world will certainly expand from day to
day. Therefore, the isolationist view of socialist 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 Plan, to continue to expand our metal-
lurgical industry, to make vigorous efforts to speed the
construction of our machine-building industry to strength-
en our electric power, coal-mining and building material
industries, and to energetically develop the backward
branches of our industry — the oil, chemical, and radio
equipment industries. At the same time, we should also
press ahead with the technical reconstruction of our na-

60

tional economy and, first of all, 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 must be co-ordinated with other
branches of the national economy, especially agriculture.
Agriculture 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 people’s livelihood,
kbut greatly affect the development of heavy industry as
well 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 efforts to develop agri-
culture so that its development may be co-ordinated with
that of industry. To ensure a well-proportioned, mutually
co-ordinated development of all branches and aspects of the
national economy, we should arrange proper relations be-
tween heavy industry and light industry, between indus-
trial and agricultural production on the one hand and
transport and the circulation of commodities on the other,
between economic construction and cultural development,
between national construction and the livelihood of the
people. At the same time, we should readjust the relations
between the central and the local authorities, between the
areas close to the coast and the interior, and between the
various nationalities. All this is intended to harness all
positive factors and useful forces to the great cause of
building socialism.

In the Second Five-Year Plan period, it will be possible
for our capital construction, and industrial and agricul-
tural production, to keep up their expansion at a relatively
high speed. The Central Committee 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 first 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 about 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 will be greater. The total value
of agricultural output will increase by about 35 per cent.
By 1962, the total value of industrial and agricultural out-
put will be about 75 per cent above the figure set for 1957
by the First Five-Year Plan.

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 Plan, if the figures 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 forward-looking
and perfectly sound basis. We are convinced that if 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.

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

I have explained above the fundamental tasks of the
Second Five-Year Plan. The specific principles and targets
with regard to the Second Five-Year Plan have been dealt
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. REASONABLE ACCUMULATION AND
DISTRIBUTION 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 bring 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 newly created in
production by the working people of the whole country.
In socialist countries, the entire national income Belongs
to the working people themselves. They use a part of it for
the maintenance and improvement of their own living
standards and the other part for expanded reproduction
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of the social forces of production, i.e., on accumulation.
In the distribution and redistribution of national income,
a suitable proportion must be maintained between the part
for consumption and the part for accumulation. If the pro-
portion of consumption is too small, the improvement of
the life of the people will be impeded. If the proportion of
accumulalion is too small, expanded reproduction of the
social forces of production will be slowed down. Both would
be detrimental to the pecple.

In the Second Five-Year Plan period, our national in-
come will probably rise by approximately 50 per cent as
compared with the first five years. Because our national
economy is still very backward, with agriculture still oc-
cupying a relatively large part, and because the standard
of living of our people is still relatively low, the portion
of national income going to accumulation cannot and
should not be increased too much and too fast, but may
be slightly bigger than that in the first five-year period.
Thus, in the Second Five-Year Plan period, the amount of
accumulation will still show a great increase along with
the rise in the national income.

After the problem of the aeccumulation 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 Commitiee considers that,
for the Second Five-Year Plan period, it is neces-
sary and possible for us to cut down appropriately
in our state budget the proportion of expenditure going
to national defence and administration, and to raise
that going to economic, cultural and educational under-
takings. In the first five-ycar period, expenditure for na-
tional defence and administration constitutes approximate-
ly 32 per cent of all state expenditure. In the second five-
year period, we should endeavour to cut it down to ap-
proximately 20 per cent. In this way, expenditure for eco-
nomie, cultural and educational undertakings can be raised
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from approximately 56 per cent in the first five-year period
to 60-70 per cent in the second, thereby ensuring a rapid
progress in the economic, cultural and educational spheres.

In distributing state investments in capital conslruction,
a relatively high rate of development should be ensured for
indusfry and agriculture. In the total amouni of invest-
ments, investments in indusiry may be raised from 58.2
per cent in the first five-year period, to approximately 60
per cent in the second; and investments in agriculture,
water conservancy and forestry may be raised from 7.6
per cent to around 10 per cent. In addition, atlention
should be paid to proper allocation of investments for
transport, posts and tele-communications, for cultural, edu-
cational, scientific and public health departments, for urban
construction departments and commerce, so that each may
retain an appropriate proportion.

In distributing indusirial investments, suitable propor-
tions should be kept between light and heavy industries.
In the first five years, as there are still considerable poten-
tialities in our light industry, the Plan stipulates that in-
vestments in light industry shcould constitute 11.2 per cent
of 1the total industrial investment (this has been raised a lit-
tle in the course of implementation)—a percentage which is
appropriate. Considering the gradual rise in consumption
by the people in the second five years, and that our pro-
ductive capacity in certain products of light industry will
be inadequate, we deem it necessary to suitably increase
the percentage of investments in light industry. However,
some of the light industrial enterprises have mnot fully
tapped their potentialities, large numbers of joint state-pri-
vate enterprises, in particular once reorganized, will be able
to further increase their output, and the handicrafts, being
put on the co-operative basis, will also further increase the
production of consumer goods. In ailocating investments
to light industries, we should also take these factors into
account.



2. CORRECT ARRANGEMENT OF THE CAPITAL
CONSTRUCTION PROGRAMME

Apart from the reasonable distribution of invesiments
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 STRENGTHENING THE MACHINE-
BUILDING AND METALLURGICAL INDUSTRIES

In our industrial consiruction, which has heavy industry
as its core, special attention should be paid to building up
the machine-building and metallurgical industries.

The development of the machine-building industry is

one of the principal links in the establishment of a compre-

hensive industrial sysiem in our country. During the First
Five-Year Plan period, we are still unable to make many
heavy machines, precision machines and complete sets of
equipment for many types of factories. We are therefore
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
be the vigorous development of the machine-building in-
dustry — particularly the manufacture of various types of

heavy equipment, special-duty machine-tools, precision .

machine-tools, and instruments which we neced but 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 difficult for us to develop machine-building. In the
First Five-Year Plan period, we supplied only about 80 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
strive to ensure that as a result of construction in the
Second Five-Year Plan, 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 fill 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, ete. 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 PRODUCTIVE FORCES

In order to achieve a rational distribution of productive
forces in our country, to promote the economic develop-
ment of all areas, and to adapt the geographical disposition
of our industries to the situation of our resources and na-
tional defence, it is necessary to build new industrial bases
in the interior in a planned way. We must firmly adhere
to this policy. The building up of new industrial projects
in the interior will also promote the economic and cul-
tural development of the national minority areas. During
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the Second Five-Year Plan period we must continue the
construction of the industrial bases in Central China and
Inner Mongolia with the iron and steel industry as their
core; actively proceed with the construction of new indus-
trial bases in Southwest China, Northwest China and the
area around the Sanmen Gorge, with iron and sieel indus-
try and large-type hydro-clectric 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 industrial
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 supporied 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 pecple
but also to build up more powerful industrial bases in the
interior that we make full use of and strengthen the indus-
trial bases in the areas near the coast. In the Second Five-
Year Plan period, we should continue to strengthen the
industrial base in Northeast China, make full 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 full use of the existing industrial
bases in the cities near the coast, we must proceed rational-
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 fairly large number of industrial enterprises. It
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also requires that, before building new enterprises and re-
constructing 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 distribution of industrial
productive forces, we shall build up many new cities and
enlarge many existing ones. To achieve this, we should
strengthen the work of city planning and urban construc-
tion, so as to co-ordinate them with industrial construc-
tion.

(3) QUESTION OF CO-ORDINATION BETWELEN LARGE
ENTERPRISES ON THE ONE 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 build 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
by the people.

Some hold that we should establish more large enter-
prises and fewer small or medium enterprises, because to
set up large enterprises is more rational economically and
technically. Some other people, however, think we should
set up more small and medium enterprises and fewer large
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enterprises, because to set up the former requires less time,
and the investments yield a quicker return. We think that
neither is true in all cases. In certain industries or under
given conditions, it is reasonable to establish large enter-
prises, while in others or under different conditions, it
might be more reasonable to establish small 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 that the enterprises may be buill in a more ra~-
tional way, we may, whenever this is necessary and
feasible, establish a large enterprise stage by stage. As re-
gards small and medium enterprises, wherever resources
are plentiful and other conditions are available, we may
draw up a comprehensive plan to pave the way for future
development. Further, when planning the co-ordination of
small and medium enterprises with large ones, we should
first utilize the existing small and medium enterprises -and
handicrafts under staie ownership or joint state-private
ownership so as to exploit their productive potentialities.

3. DEVELOPMENT OF INDUSTRIAL PRODUCTION

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 handicrafts) will increase by 90.3 per cent
as compared with 1952. The Central Committee proposes
that the total value of industrial output in 1962 should ap-
proximately double that set originally in the plan for 1957.
The reasons why, in the Second Iive-Year Plan period, 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
will take technical measures to increase production or
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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) QUESTION OF TURNING TO ACCOUNT THE PRODUCTIVE
POTENTIALITIES OF INDUSTRIAL ENTERPRISES

According to a rough caléulation, by 1957, 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 first and second
five-year periods will account for about 50 per cent. There-
fore, it is of great significance for the development of indus-
trial production to strengthen our organizational work and
turn these enterprises to the fullest account.

In the newly-built indusfrial enierprises and those
which have undergone major reconstruction, especially
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 with
the properties and capacity of the machinery and equip-
ment and the technological processes. But this period can
be shortened if the labour enthusiasm and wisdom of the
technical personnel, workers and emplog;ees are given full
play. Moreover, some of the productive capacities set down
in the designing data can be exceeded. As shown by the
statistics of April 1956, of the 141 above-norm industrial
construction projects successively put into operation in 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 able 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 expected to more than
double its designed output capacity in 1957. Another in-
stance is the newly-built Fushun Aluminium 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 fullest account, the primary thing to
do is to strengthen the preparatory work for production,
especially 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 PRODUCTION

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 over 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 full play the possibilities of existing multiple-prod-
uct 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 1o be too varied, turn-
ing them in the direction of specialization. All this is en-
tirely necessary. In the Second Five-Year Plan 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 readjust
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
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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 becomes
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 lay down concrete tasks
of co-operation in their annual plans, and enter into co-
operation contracts.

(3) QUESTION OF RAISING THE 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
steadily improved and their types constantly increased.
But this is not the case for all 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 our low
technical level and out-of-date equipment, this does not
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mean that it is impossible for us to raise the quality 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-term plans and
effective measures to deal with this question. In examin-
ing the execution of plans, these departments are very often
too much concerned about whether the output target is
reached, but not whether the targets for quality and the
production of 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. All 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 the commercial depariments.
Products of higher and lower quality and of new and old
types were bought and sold 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 Plan 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 gradually introduce the
system of selective purchase of certain commodities and
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the method of grading commodities and fixing prices ac-
cording to quality.

4. DEVELOPMENT OF AGRICULTURAL PRODUCTION

In the Proposals for the Second Five-Year Plan, the Cen-
tral Committee proposes that grain output in the five years
will total about 2,200,000 million catties, with the 1962 out-
put amounting to about 500,000 million cafties; while the
output of cotton in the five years will total about 210 million
tan, with the 1962 output amounting (o approximately 48
million tan. Compared with the original target for 1957,
the total value of agricultural output in 1962 will show an
increase of approximately 35 per cent. These targets have
Eeen advanced on the basis of the following considerations:
On the one hand, with the exception of a few areas, the
advanced form of co-operation will have been reached in
agriculture and 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 arca and the area under cultivation will be expanded,
the supply of chemical fertilizers will be increased, and
the means of production and farming techniques will be im-
proved. All this will promote the further development of
agricultural production. On the other hand, losses due to
various kinds of natural calamities are still unavoidable,
many rivers which cause serious damage still cannot be
completely harnessed, land reclamation still cannot be car-
ried out on a larger 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,
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in an effort to achieve a greater growth of agricultural pro-
duction during the period of the Second Five-Year Plan.

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

(1) QUESTION OF INCREASING YIELDS

The chiel way to increase agriculiural production in the
Second Five-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 agricullural 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 construction of irrigation works: On the
one hand, the central and the local authorities should under-
take a certain number of large and medium water conserv-
ancy projects, such as the projects for the permanent con-
trol of the Yellow River, the Huai River and the Haiho
River, and flood and water-logging prevention projects in
various places. On the other hand, the co-operatives should
build small-scale irrigation works in large numbers, im-
prove the existing irrigation installations, and sirengthen
the work for the conservation of soil and water. In low
lands subject to water-logging, they should devise and put
into effect various measures for its prevention and drainage,
and change the farming system so as to reduce 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 their supply. On the other hand,
and principally, 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 guidance. On the
one hand, we should draw on the advanced experience of
other places in increasing production and popularize it in
a way suitable to local conditions, and based on scientific
experiment and study. On the other hand, we should pay
close attention 1o 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, resulting 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 specific local conditions of the time. Meanwhile,
the local peasants, especially the old and experienced peas-
ants, should be consulted; one should never seek to spread
any measure or experience by coercion. Nor should local
habits in farming be rashly rejected. )

(2) QUESTION OF DEVELOPING A DIVERSIFIED
AGRICULTURAL ECONOMY

We must pay adequate attention to grain which ensures
the livelihood of the people and is the basis for developing
agricultural economy as a whole. During the past few years,
all localities have attached importance to the increase of
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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, fisheries, sericulture, and subsidiary cottage oc-
cupations. In addition, some agricultural products and local
and special products have been affected by the low prices
fixed for purchase by the state. As a result of all this, our
agricultural economy has been unable o achieve an all-
round, full 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 agricultural producers’ co-opera-
tive, in planning for their production, should work out an
over-all 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 fishery 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 production which the peasants are in the
habit of engaging in and which are needed by society
should 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, and those agricultural
and subsidiary occupation 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. DEVELOPMENT OF TRANSPORT AND POSTS
AND TELE-COMMUNICATIONS

'In the Second Five-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 should proceed with the necessary reconstruction and
technical renovation of existing lines and facilities; on the
other hand, we should continue to build new lines, mainly
railways and highways in the Northwest and Southwest,
and ports on the coast and the Yangtse River, and also in-
crease necessary lransport 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 fulfilment of the tasks in the
spheres of transport and posts and tele-communications put
forward in the Proposals for the Second Five-Year Plan.
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Some transport and communication lines are already
somewhat strained at the 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 lacks modern transport facilities and lines,
and those we have are not evenly distributed; furthermore
there are immense numbers of such traditional means of
{ransportation 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 full 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 {raditional means of
transport wherever possible, so as to meet the ever increas-
ing needs of transportation.

6. STRENGTIEN WORK IN COMMERCE

To better the life of the people, not only must we in-
crease their money income, but also see to it that a definite
amount of commodities suiting their needs is made avail-
able to them. According 1o 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 1962, 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. They must keep
strengthening their work in purchasing and marketing; con-
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tinue to carry through the policy 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 field 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 link between production and consumption, and be-
tween industrial and agricultural production, commerce is
not only entrusted with 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 accumulating 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 fields, 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 Plan period, commodity prices in
our country have been, by and large, 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 guaranteeing the smooth prog-
ress of our socialist transformation. 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 fixed 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 indﬁstry of different qualities and types was
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too small, which adversely affected the work of improving
the quality and increasing the variety 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 purchased by 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 Plan period, we shall keep to the policy 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 economy has assumed a predominant position in
our country. This enables us to make better use of the
law of value, within proper limits, to stimulate production
of those industrial and farm products that are small in
amount but great in variety, and that need not be pur-
chased and marketed in toto by the state, so as to meet
the many-sided needs of the life of the people. In order
to meet the situation described above and prevent a lower-
ing of quality and reduction in the variety of products
resulting from over-rigid and excessive control, we shall,
now and in the Second Five-Year Plan period, adopt
many important measures in the field of commerce. For
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instance, a number of free rnarkets will be organized in a
planned way under the leadership of the unified state mar-
ket; producers will be allowed, 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 quality will be adopted in
regard to all commodities. Far from disrupting the unified
state market, these measures will supplement it in a helpful
way.

7. REORGANIZATION OF ENTERPRISES AND
ARRANGEMENTS FOR PERSONNEL DURING THE
SOCIALIST TRANSFORMATION

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

(1) QUESTION OF REORGANIZATION OF SMALL AND
MEDIUM JOINT STATE-PRIVATE ENTERPRISES, AND O
HANDICRAFTSMEN AND SMALIL 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,
undergone preliminary veform. Bul the large numbers of
scattered small and medium joint slate-private enterprises
that recently came inlo 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 them-
selves to the planned management of the state. In
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conducting reorganization, we must pay attention to pre-
venting and rectifying 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 variéd, 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 thoughtlessly. As regards handi-~
crafl co-operative ovganizations, we should refrain, as a
rule, from making them over-concentrated. We should
follow the principles of developing production, meeting
the needs of society and increasing the income of their mem-
bers and allow big co-operatives, small co-operatives and
groups to exist side by side. Certain manufacturing
trades and especially many repairing trades and personal
service establishments should be allowed to operate on a
scattered basis and retain 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 {o 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 the convenience of the people to the
greatest extent. Therefore, 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-concentration—undue concentration and elimination
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of a number of small 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 INDUSTRIALL. AND MERCHANT
CAPITALISTS AND SMALL PROPRIETORS

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
fixed 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 the 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 must make full use of their produc-
tion skill and what is useful in their management experi-
ence. In these respects the state’s representatives should
endeavour to learn from them.

8. IMPROVING THE STATE ADMINISTRATIVE SYSTEM AND
BRINGING LOCAL INITIATIVE INTO FULL PLAY

In the Second Five-Year Plan period, an increasing num-
ber of construction projects in the country will be under-
taken by the local authorities or completed through the
concerted efforts of the central and local 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 and 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 case, define more clearly the
sphere of jurisdiction of the central and the local authori-
ties, and improve the state administrative system, so that
local initiative can have free scope. In the 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-
tion of excessive centralization was examined, the ques-
tion of improving the state administrative system was dis-
cussed, and a draft resolution for improving the system
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was introduced. The State Council is now extensively so-
liciting views from different circles on this draft resclution.

In defining the respective spheres of jurisdiction of the
central and the local authorities, we deem it necessary to
observe the following principles: (1) Explicit 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) All enterprises and public institutions which are
vital to the national economy as a whole and which are
of an over-all nature and key importance and concentrated
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 administration
should in general be handed over as well. (3) The ad-
ministration of enterprises and public institutions should
be effectively improved, and dual leadership in which the
central authorities play the main role while the local 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 financial targets under the administration of the cen-
tral authorities should be issued to the local authorities
in a unified 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 local authorities must be allowed a certain latitude
for flexible readjustment regarding certain important tar-
gets of the plan and quotas of personnel. (6) Specific ar-
rangements should be made with regard to the various
autonomous rights in the national autonomous regions and
attention be paid to helping the national minority regions
in their political, economic and cultural development. (7)
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The state administrative system should he improved step
by step. Certain important changes should be carried out
steadily and in orderly progression, ie., to make prepara-
tions for them this year, to give them a try-out next year
and to carry them through in the Second Five-Year Plan
period.

In order to carry out effectively the above-mentioned
principles, the essential point in our opinion is to duly
extend the jurisdiction of the local authorities under the
unified 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 construction.

In order to bring into fuller 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
Second Five-Year Plan period, pay more atiention 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
their posts. In areas where national minorities live in
compact communities, or where a number of national
minorities live together, or where they are scattered among
other nationalities, the equal rights of nationalities, free-
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dom of religious belief, and the habits and customs and
language of each national minority should be respected.
As for 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 PERSONNEL FOR CONSTRUCTION WORK
AND PROMOTING SCIENTIFIC RESEARCH

In the Second Five-Year Plan period, in order to build
a firm basis for socialist industrialization, proceed with
national construction, 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 01" TRAINING AND DISTRIBUTION OF
PERSONNEL FOR CONSTRUCTION

It is the foremost task of education fo train for the state
personnel for the work of construction, especially industrial
technicians and personnel for scientific 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-
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tion between numbers and quality. In the past few years,
we have put undue emphasis on numbers and neglected
quality; this is a tendency which must be corrected. Edu-
cational institutions should do their utmost fo increase the
number of students as far as possible on condition that
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 should not make a big demand which outruns
what the educational 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 educa-
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 varicus 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 low quality of the
students. It is therefore necessary to select a suitable
number of fine graduates from universities and colleges
and train themn 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 schools must
be appropriately developed and run well, and the quality
of middle-school students raised. Our universities and
colleges and secondary vocational schools are in general
not well-off in books and laboratory apparatus. This in-
adequacy should be gradually remedied; and buildings
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necessary for the development of these institutions should
also be provided.

To train personnel for construction, 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 will 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 all 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. Also we
should continue to rectify the cases of improper allocation
of scientific 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 development 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
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of our scientific research, and for ensuring that many im-
portant branches of science and technology in our country
will 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
the Central Committee of the Party and the State Council
and organize all the forces devoted to scientific research
in the country to fulfil 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-
centrate our forces on first 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 localities.
Scientific research should be closely co-ordinated with the
various kinds of national construction work, especially
economic construction. In scientific research, the prin-
ciple of “letting diverse schools of thought contend” must
be strictly followed and free discussion of academic ques-
tions encouraged, so as to give full play to the initiative
and creative ability of those engaged in scientific 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 efforts to improve the working condi-
tions of those engaged in scientific 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. FURTHER IMPROVEMENT OF THE PEOPLES LIFE

In the Second Five-Year Plan 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 construction is
ensured.

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

(1) QUESTION OF IMPROVING THE MATERIAL
WELL-BEING O WORKERS 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
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of workers and employees may be raised comparatively
evenly along with the rise in labour productivity. More-
over, in making annual plans for the increase of the wages
of workers and employees, 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 employees, the principle of “to each accord-
ing to his work” must be adhered to, so as to further im-
prove the wages system.

To improve 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 announced 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 fact, 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
leading 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 our bureaucratic style of work, concern our-
selves more about the life of the masses and conscientious-
ly carry out the plan and the various regulations of the
state in this regard, we shall be able to do better the im-
portant work of improving the material well-being of the
workers and employees.
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(2) QUESTION OF IMPROVING THE MATERIAL WELL-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 members to provide a correct solu-
tion for the question of distribution of the total income
of co-operatives. In the Second Five-Year FPlan 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, all co-operatives are required
to adhere to the provisions of the “Model Regulations for
Advanced Agricultural Producers’ Co-operatives,” so that
their reserve and welfare funds and administrative ex-
penses will in general not exceed the proportions pre-
scribed in the regulations. If this is done and if the plan
for increased agricultural output is fulfilled in the Second
Five-Year Plan period, it will be possible for the peasants
to increase their total income by 25 to 30 per cent in the
five years.

In the Second Five-Year Plan 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 will also be increased. At the
same lime, the state will again allocate special relief funds
for rural areas affected by natural calamities. With regard
to many hilly areas and old revolutionaty base areas where
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natural conditions are unfavourable, the state should from
now on pay particular attention to helping the local people
develop production and improve their living.

(3) QUESTION OF RAISING THE CULTURAL STANDARDS
OF THE PEOPLE

In the Second Five-Year Plan period, along with the
progress of economic construction and the increase of the
people’s cultural demands, we should, in accordance with
the provisions of the Proposals, continue to make efforts
to wipe out illiteracy, develop primary school education,
promote spare-time education for workers and peasants,
and push ahead step by step with the reform of written
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, literature,
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-
cation, 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, according 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
should insist that the voluntary principle is observed, and
that the masses 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 accord, such as village schools, literacy classes,
clubs, and spare-time theatrical troupes, we should give
them support 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 OF IMPROVING THE HEALTH
OF THE PEOPLE

In the Second Five-Year Plan period, we must continue
to develop public health and medical services, take further
steps for the development of physical culture and athletics,
and appropriately promote birth control.

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-
laxed our leadership over this movement. Henceforward,
we must make further efforts to carry on this movement
more thoroughly and put it on a routine basis, so as to
further improve environmental sanitation in town and
countryside and reduce the incidence of contagious and
occupational diseases. At the same time, we should also
actively popularize our experience in combating schistoso-
miasis, and eliminate, by periods, by districts, and in a
planned way, the most harmful local discases. The basic
units of health organizations throughout the country have
played an important part in the prevention and cure of
diseases. The public health departments should hence-
forward strengthen their leadership of them.

There still exist many defects in health and medical ser-
vices. For instance, because of bad administration and
high fees charged in the hospitals, full use has not heen
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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 public 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 training 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 fixed 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. Health departments should,
in. co-operation with other institutions concerned, carry out
intelligent propaganda and adopt effective measures to-
wards this end.

11. CONTINUING TO PRACTISE 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 full 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 all government workers and the
people of the whole country to practise economy and
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eliminate waste. They were asked to put an end to such
undesirable things as carrying on too many non-produc-
tive projects, high construction costs of productive projects,
low 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-
larged 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 caused 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. All 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 quality of industrial 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-
force the system of personal responsibility and put an end
to the state of affairs in which responsibility for work is not
specified. All this is intended to prevent waste and tap
all potentialities conducive to economy. All public institu-
tions should curtail unnecessary expenditure and personnel,
strengthen financial management and auditing, so as to
lower the proportion of expenditure for public institutions
in the budget. All co-operatives should continue to carry
through the principle of “industry and thrift” in their
operation.

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 still 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
all levels and re-apportionment of government cadres. The
structure of administrative organizations is to be simplified.
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 OUR UNITY AND CO-OPERATION
WITH THE SOVIET UNION AND THE PEOPLE’S DEMOC-
RACIES, AND EXPANDING ECONOMIC, TECHNICAL
AND CULTURAL CO-OPERATION AND
CONTACTS AMONG NATIONS

In order to accomplish socialist construction, we must,
in addition to mobilizing all positive factors at home, unite
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with all international 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 Union and the People’s
Democracies and carry out all-round co-operation with them
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 all 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 Plan 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 benefited 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
duty. 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 home 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-
port goods for trading with other countries on the principle
of equality and 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 among 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 benefit 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 learn 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 still not very large. But the important
thing is that countries in Asia and Africa have begun to
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co-operate with each other and are increasing their con-
tacts with the Latin American countries. There is un-
doubtedly a great future 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 equality and mutual benefit. 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 cause 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 all countries has, however, met
with increasingly strong opposition from all quarters.
Sooner or later, this unreasonable, artificial 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.

E & Ed

Comrades! The day is not far off when the First Five-
Year Plan will end in triumph and the Second Five-Year
Plan will begin. In the coming year or so, all the com-
rades 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
intellectuals, and together with the various nationalities,
political parties and all the patriotic people of the country,
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fight for the overfulfilment 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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