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COMMUNIST CHINA -

THE PROBLEM

To mﬂ;m- Chinese Communist domestic developments and artm'nnl re.lltim
and to estimate probable trends during the next five years. :

CONCLUSIONS .

1. In thia. its tenth year of puwer, the
Chinese Communist regime exercises
firm control over mainland China, the
country's economy is rapidly expanding,
and Communist China’s weight in world
offairs is on the increase. At the same
time, its greatly accelerated domestic pro-
. grams of the past year have brought it
some of the greatest economic and social
difficulties it has yet encountered. There
- Is also growing awareness in Asia of the
ruthless character of the Chinese Com-
munist regime and the aggressive designs
of its foreign policy. Such problems will
make the next five yzars rough ones in-
deed for Communist China. However,
we belleve that the regime will be able to
cope with its domestic problems and that
the power of Communist Chinn will in-
crease congiderably In the next five yenrs.
In spite of Communist China's nchieve-
ments, however, its nationsl power will
remain far less than thai of the US or the
USSR. o

2. Although production increases In 1958
~ were far less than Pelping’s extravagant
~clalms, impressive galns In economic out-

put were achieved. We believe that a
record Increase of about 20 percent was

achieved in Gross National Product
(GNP) in 1958, with industrial output
rising about 40 percent, and agricultural
output about 15 percent (due in part to
unusually favorable weather). However,
these production records were achieved at
considerable economic and huma.n cosl.
{Paras. 25-29)

3. In attempting to l.r.:hlm"u continued
sizable production increases over the next
five years, the regime will encounter seri-
ous problems with respect to incentives,
dislocations in production and transper-

‘tation, faulty statistical data, and ideo-

logleal pressures. Nevertheless, we be-
lleve that Communist China will be able

to Increase its GNP by about 12 to 15 per-
cent in 1959, and about seven to 10 per-
cent in each of the three succeeding years,
1960-1862. These increases will probably
result In & total increase in GNP of be-

- tween 865 and 85 percent for the Second

Five-Year Plan period (1958-1962). The
annual growth rate for industry will prob-
ubly average about 50 percent higher than




the rcmn.rhhic 16 percent rate achleved

in 1953-125T7. The most dramatic in--

creases in output over the next five years
will probably be in basic industrial ¢om-
modities; for example, Communist China
may be able to raise production of crude
steel, commercially usable though not
fully up to Western standards, to about
20-25 million tons in 1962, (Paras.
3137y

4, Agricultural production, on the other
hand, will probably not increase dramat-
ically during the period of the estimate.

The 15 percent increase achieved in 1958

- is unlikely to be repeated. Total increase
over the full Five-Year Plan period (1958
1962) will probably be betwesn 20 and 30
percent. Such an increase will probably

- be adequate to sustain economie expan-
" glon, but will not permit significant in-

creases in consumption. (Para. 38)

5, 'ihr commune system has provided the
regime with & more elective means of
- mobllizing and directing Communist

China's vast labor potential. However,
the regiine will face serious difflculties

over the next flve years in attempting to
establish the commune a3 the basic unit
of Chinese Communist society. It is in-
escapable that the commune program has
* generated extensive bitterness toward the
regime. ‘This bitterness, together with
economie dislocations, has already led the

. regime to modily certain of the more ex-

treme features of the communes. We be-
- limve that Peiping will continue the com-
munal program, introducing moedifica-
tions as they become economically or
politically necessary. The ceascless pres-

sures on the people will probably resuilt in
n populace that for the wnost purt is no

better than pgrudgingly acquiescent
However, piven the recime’s fexibility
and controls, it is unlikely that popular
resistance will reach the point where the
regime will have to choose between a
blood bath or an abandonment of the
communal experiment. (Paras 46-53)

6. We belleve that Mao Tse-tung will con-
tinue to be the dominant figure in Com-
munist Ching, even though there are in-
dications that the party’s unique cohesign
of the past querter of a century has begun
to feel the erosion of time. The selection
of Liu 8hao-ch'i as Mao's successor as

- government Chairman is probably de-

signed to confirm him as Mao's heir to .
party leadership as well. In the event of
Mao's death or incapacitation, an initial

transfer of power to Liu would probably
occur. without challenge, but the party’s

eflectiveness, wvigor, and its prestige
within the Communist world might de-
cline. (Paras. §4-57)

7. There will be a substantial prowth in
Communist China's capability to assem-
ble or produce complex military equip-
ment over the next flve years. However,
Communist China probably will not have
developed a significant native guided mis-
sile program during the period of this es-
timate. The USSR will probably pro-
vide, or help the Chiness Communists to
produce, relatively unsophisticated mis-
slles. Within the period of this estimate,
Chinese Communist forces will probably
have one or more of the following types

" of missiles of Soviet deslgn: surface-to-

alr, air-to-air, air-to-surface, shert-range
surface-to-surface. Communist
hes probably initiated a nuelear weapons
development program, but will almost
certainly not have developed a nuclear

‘China .




weapons production capability of its own
by 1963.' (Paras. 73-73)

B. We believe that Soviel and Chinese
Communist interests with respect to nu-
" clear weapons are In some degree incom-
patible. The USSR is almost certainly
© reluctant to see the Chinese Commu-
nisls acquire nuclear weapons under their
- own control. For its part, Communist
China almost certainly wants nuclear
weapons and recognizes that its chances
of developing a production capability
would be seriously impaired if a tes, ban
agreement should be reached. There is
no reliable evidence regarding the pres-

ence of nuclear weapons in Communist -

China. We believe it highly unlikely that
the Soviets have transferred nuclear
weapons to Chinese Communist control.
It is possible, however, that they have pro-
- vided the Chinese Communists with some
surface-to-surface missiles—adaptable to
nuclear use and of sufficient range to
reach Talwan, It is even possible that
nueclear warheads for these missiles may
be stationed on Chinese Communist ter-
ritory, but if so they are almost certainly
in Soviet enstody. In any event, unless
barred by an ellective international

agreement, nuclear weapons are likely fo.

be stationed in Communist China within

the period of this estimate, although al-

most certalnly under Soviel -custocy.
{Paras. 84-86)

. B, The Sino-Soviet alllance will almost

~ gertainly remain fiemly united agoinst

the West during the period of this esti-

'M1E 100-2-58, "Development of Nechear Capabdil-

tes by Fourlh Countries; Likellhood and Cofss-
quenees,” dabed | Jikly 195A, estimnles ipaeagenph
TR phent Comimuinlal Ching, with spme Boviet
sipport, =will. probabkly develop o small mide-
ponelent nuelear wenpan eapability within the
nest 10 yenes”
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‘mate, with the USSR retaining its senior

position in that alllance. As Communist
China grows in strength and stature,

however, it will probably exert an inereas-

ing influence on general Bloc policy and
Communist ideology, and the reconcilia-
tion of Sino-Soviet interests will probably
become inereasingly diffieult. In partie-
ular, differences of view will probably
arise with respect to nuclear weapons, at-
titudes and tactics toward the West, and
patterns of econoinic and social develop-
ment. We also believe that, while Mos-
cow welcomes Communist China's in-
creasing contribution to Bloc strength, it

will become increasingly concerned over

the long-range implications of Commu-
nist China's growing power. Neverthe-
less, both partners will undoubtedly rec-
ognize that their problems are the in-
evitable consequence of the alliance it-
self, and that there is no feasible alterna-
tive to maintiining it in essentially its
present form. Over the next five years,
therefore, the main effect of these differ-
ences will be an increasing need for the
two ecountries to make accommodations
to each other in policy matters, not a
weakening of the alliance ilself. (Paras:
77-82, §7-89)

10. The aggressiveness which the Chinese

Communist regime has displayed in do-

mestic programs, in the Tibetan situa-

tion, and in foreign policy has caused in-

creased apprehension throughout Asia of -

Communist China's strength and inten-
tions,
backs the Chinese Communists have suf-

fered during the past year, they probably

view the future with considerable con-
fidence and optimism. We belicve that
Lhere will continue to be frequent mani-

festotions of Chinese Communist truca-

T
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lence and of ar impatience to emerge as
an acknowledped major power. World
pressures will increase for Communist
China’s admission into the UN and into
other international organizations. The
Chinese Communists will probably seek
" to gain their objectives principally by
political and subversive means. They
will also continue their trade and aid of-
fensive, but this effort will probably re-
. main restricted and selective because of
economic limitaticns, However, the em-
phasis on nonmilitary means will not pre-
_clude the use of force tu exploit some
target of opportunity or to respond to
some situation which they might inter-
pret as a serious threat to their position

11. The Chinese Communists will alinost-
certainly not let the situation in the Tai-

wan Strait area remain quiescent indefi-

nitely. An invasion of the major offshore
Islands is unlikely, at least during- the
nexi year or so, unless Pelping comes to
belleve that US determination to help the
Government of the Republic of China

(GRC) defend the islands has weakened. '

The Chinese Communists will probably
continue sporadic military pressures in -
the area, such as shellings and occasional

-paval and air sortles. The chances of

some kind of major military probings in
the Taiwan Strait area to test US inten-

" tions will increase as time passes. Anat-

{ask against one or more of the smaller
Nationalist-held islands is possible al any

In Asia. (Paras, 90,95, 106) time. (Para. 102)
DISCUSSION -
. INTRODUCTIOMN and Tibei. The road Peiping has chosen as

12, Communist China greatly accelerated its
rate of economle growth and social change
. during the post year, but as & result ron
Into some of the greatest difficulties it hos
yet experienced In its decade of existence.

The grealtly Increased output led to serious -

production imbalances and maldlstribution of
supplics, and the foreed pace of the produe-
tien drive resulted In a decline In the mormale
of the underted and overworked population,
The commune innovotions further inercased
the regime's control over the poputation, but,
together with the “leap forward” program, re-
suited In confused administration and added
to the many problems already facing the re-
gime. Other difficulties came as reactions to
Communlst China's renewed auseriivencas in
refntions with other stntea: Chinese ideolopl-
cal pretepsions Incurred Soviet displeasure,
and foreizn policy sethacks were experienced
* _in eonnection wilth the Tabwan Strait, Japan,

& shorteut to world power is clearly a rough

_one, but the dificultics which have been én-

ermntered do not appenr likely to prevent the
Chirese Communists Irnm making progress -
along this path. :

13. The frenetic leap forward and commune
programs are the latest and most radical of a
gorjes of experiments which the Chinese Come-
muniat Party (CCP) hos undertaken singe.

1955-1058, Untll that time there had been g ©
rather steady llne of national development,
pretty much on the Soviet model.  Since that
time, however, the CCP leaders have appar-
ently become Increasingly convinced that this
scheme of development could not resalt in fast
enoagh coonomic growth, and thal aceelera-
tlon ond radieal experimentiation would be
neceszary if Peiping's bnaie objeetive of rapldly

" pransforming o bavkward country Into & great

world power was to be realized.
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4. The problems were many. Population
growth had nearly equaled the Increase in

aricultural output, “The reglme, relying pri-

marily on tnx and markeling controls, was
- Anding It diMeult to mobilize supplics to feed
" the rapidly expanding urban population and
o obtaln products for export. Ropid indus-
trialization required increased imports or capi-
tal poods. The modest Soviet credits had
megnwhile come (o an end, and the Increased
import necds could be financed only by ex-
panding exports. Moreover, it had become
nocessary once aga'n to stir up revolutionary
Spirit in the OCP. The reglme had lost much
of the popular sup~ort it hod iritially been
glven. Meanwhile, it had made no great off-
sctting” paychological gains sbroad; Commu-
nist China had nol svceceded in galning Tal-
wan or replacing Nationalist China in the UN.
Lasily, relations with the USSR had become
more complicated as a result of turmail In
EBoviet leadership, de-Stalinization, the Hun-
garian Revolution, Communist China's own
growih in power, and its almost certaln desire
for Boviet assistance In the fleld nf niteleat

WEAPOnS,
15. The radical shifts in Chinese Communist

economle and poiltical programs since early -

. InH—b:rme expariment after another—have
all sought to eliclt a greater effort from the
People.  From 1950 to 1058 there were appar-
cntly a considerable number of differences
-within the CCP on economic and political
“questlons, particularly with respect to the rate
of advance. By mid-1058, however, the party
stemed to have scttled upon & sel of daring
and drastle approaches. The undertaking of
the commune and Lthe leap forward proproms
nppeared to have signaled a victory for a pen-
erally more aggressive point of view within
CCP leadership. These progroms were ac-
companicd by the publication of politically in-
spired statisties and economlc goals and by o
marked increase In foreigh polley troculence,

SE G

in doctrinal assertiveness within the Bloc, gnd

in demands for eologleal eonformily within
Communist China. * By the end of 1058, grow-
Ing strains had forced some retreats, but these
have been In the nature of -readjestments
rather than changes of course, and the general
economic and political patterns for the near
fulture, at least, seem tc have been established.

18. Peiping’s moves in the past year underline
the determination of Communist China's lead-
ers fo press rapidly and relentlessly townrd
thelr ambitious objectives of industrializing
thelr underdeveloped country and transform-
tng It into a great world power and ils peo-
ple Into “new Communist men." One of the
mast important factors molding the pattern
of Chincse Communist e i= the fnct that the
present CCP leaders are first peneration reve-
hattonists, deadly serious about their brand of
Communist dogma and thelr concept of “un-
interrupted revolution.” However, their owt-
look alsn contains sirong nationalistie cur-
rcnts; the "new Communist man” i :ﬁmnm;
to be a Chinese Communist men, This na-
tlonalistic ingredient contributes to the driv-

‘Ing pace Communist China's leaders have set,

but the problem of reconciling this Chinese
nationalism with the demands of the Boviet
alliance mn}_bmume _l.nurr:umgly difficait.

17. For the perlod of this estimale, the prin-
cipal difficuities the Chinese leaders will face
will be those Involved in maintaining the
forced pace of economic development. They
will eontinue flexible in Improvising ways and
means of meeting these difflculties, but will
almost certainly not alter their baric objec-
Lives, . ' .

Il. THE "GREAT LEAP FORWARD"

A, Bockground

13, Communist China has two principal ece-
nomle problems. The first and mosl funda-
mental is the press of ite vast and rapkdly in.

T
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creasing population agalnst its limited food
production. ‘The |ncrease In food production
achleved during the First Five-Year Plan was
. barcly encugh to match population growth.
The reglmz has extracted the neccssary sur-
_pluses of agricultural products for the expand-
ing urban population and for exports only by
steadily Inecreasing controls over the rurpl
areas and by restricling consumptlon. Fur-
thermore, although the oatput of industrial
" craps has suesiantinlly increased, severe fue-
tuations from year to year =il cause serious
‘disruptions In the plans for light Industry
and [or exports. :

10, The second problem s the diflculty of
¢ achieving a high level of ceplial accumula-
tion. To ralse Communist China from its
backward status to that of & modern indus-
-trial nation calls for vast amounts of eapital

and ronsiderable import of advancea types of -~

equipment. The [ailure of agricultural pro-
duction  to. Increase’ substantlally above
severely restricted levels of consumption lim-
lted the amount of capital which could be
generated outside that produced by the mod-
ern industrial sector, The Soviet Bloc has
met Communist China's need for import of
capital goods, but cnly a small part of this
~ was on credit, and there Is no evidence that

Communist China has recelved & stngle red
kopek of cconomic grants from its relatively
opulent Soviet ally. Aside from military

leans, all that Pelping has received from Mos-

cow in the past decade Is two cconomie Ioans
totaling $430 milllon. Since 1956, all Pel-
ping's imporls from the USSR have been on
a pay-as-you-go basls, and In additlon it has
been necesrary to generate gn export surplus
In order to service the Soviet loans of previous
years. '

20, In 1967 the imbalances from Lhe expon-
alom tirive of 1050 led the reglme to Institute

T ' )

& perfod of economic consolidation and & re-

. conslderation of development policles. It had

become clear that the Soviel pattern of devel.
opment by concentration of investment in big
Industry alonc was not a solutlon to the prob-
lems of cupltal-short, labor-surplus Commu-
nist Chima, In the Grst place, such & program
require? massive Imporis of capltal goods
which Communist China was hard pressed to

pay for from itz own resources. Secondly, it
did not adequately utilize the large and grow-
ing labor force. There was underemployment
in the eities, and during some months of each
year the S00 million peasants wers relatively
unproductive. At the same time, cconomic
developments during 1957 prepared the way
for greater production in 1958; * even with no
"Teap forward™ drive, 1958 rate of Increase in
GKP would probably have reached 1958
record level of 12-13 percent.

21, Although Communist China's leaders had
initially annopnced relatively conservative |

- goals for 1958, they apparently decided during

the first half of that yvear Lthat 2 much faster
rale of increase was possible than had been

Initlally forcseen In thelr planming, They -

determined to launch a “great leap forward™
on all fronts by capltelizing on the labor po-
tential of China's wast population, The gen-
eral framework of Investment and flscal and

" price policies established during the First

"In 1987, outpat of cotton and other indusicial
eropa—which constituted the supply of raw ma.
terlala for lipht industry in 1858—had Increased
sgnideantly. Wilh the slghl reduction of ean-
sumption and the decling In caplial Investment
In 1647, stocks of boih consumer gooda and pro-
ducer gooda had Inorensed subsiantinlly, madre
than enough to offaet the drawing down of stocks
In 1056, Becauas the level of state Investment

©in 1958 and 63T wos mueeh higher than In the
years L033-1053%, significant Increases In capneily
for key Industries could be expocled bn 1058 when
®_inrger nunber of projecls wer: scheduled for
rampleticn.

T




Flve-Year Plan was to mt-hl.n:, bul & new
cffort was to be ufrdertaken In addition to
existing programa.

B. Characteristics

2% A principal feature of the lenp forward
was the Inereasod attentlon given to small
and medium industry, which required less
capltal investment, t-cchnlm_l knowledge, and
skill, and could begin preducing and earning
more quickly than large and complex fac-
lorles.  Responsibility for the management of
most of the small and medium Industries was
transfetred to local administratlon, ‘This
promoted the expansion of loeal Industry and
local construction, and made fyller use of the
labor force and local resources. The growth
of production In heavy Industry was also
- accelerated by overworking both plant and
labor force. Workers worked multiple shilts,
and were constantly proddsd to overfulfill
ever higher norms.

23, ‘The special characteristic of Communist
China's leap forward, however, was the
astounding oulpouring of human energy for
agricultural production,?® irrigation projects,
and the construction of hundreds of thou-
gands of nutive-style “backyard” Industries.
‘These latter were typified by the multitude of
small blast furneaces that appeared on farms,
In schoolyards, and In office building court-
yards ail over the country. Operated by

students, houscwives, clerks, and peasants

who “volunteered™ their spare time, thess
homemade furnaces, using every availahle
pleee of serap dron (including cooking pots
of the peasants) and locally produced ore and
coal, turned out about 40 perrent of the pig
Iron and 20 percent of the steel produced In
1938. The bulk of this output, however, was
of Inferlor quality and of questionable utility,

"The nrprﬂ:ﬁum and explattation of labor in
asgficuliure by discussed In the secilan on com-
munes begloning in prrageaph 41, '

aE

“of Chinese Communist motivation,

T ) ) : 7

24. Everyone was put to work: kindergartners
pulled weeds, grade school children made
shoes, housewlves dug ditches and stoked fron
Turnaces, and the aped tended hops and
walched after childrenn. Hours of labor were
very long and holidays were given over to
“volunteer” labor. Always there was pres-
sure for “more, faster, better, mare economi-
eal." To have launched and susteined this
unprecedented work orgy was a tour de foree
arganiza-
tion, and repimentation,

€. Achievemants *

25. Communist China‘s production record for
1958 Is an impressive one, even if it is far short
of Pelping’s production claims. It was the
first year in which both agriculture and indus-
ry made blg Increases. We estimate that
GNP In 1038 was about 20 percent above that-
of 1857, well above the previous record in-
crease of about 13 percent in 1954,

26. The official claims for agriculture are that
production in 1958 was 84 percent higher by
value than In 1857 and that the production of

. basic food erops increased 100 percent. These
Agures are patently nonsense, unsupported by

available Intelligence and incredibie in terms .
of the intensive agriculture already practiced
In Communist China. We nevertheless be-
lieve there was an impressive increase in agri-
cultural production, probably about 15 per-
cent gver-all and about 15-20 percent in basic

*Our ecangmic exlimntes are ks fArm than thoss
of previous yeara, This results from the rapld
expanslon and redical change of Communist
China's econaemy and from the proboutced de-
terinention of Chincse Communlst stobisties in
1258, We conalder that the over-all description
of the Chinese Communist economy |8 ressons'
ably mceurnte, but the speelfic slallatical esti-
mates should not be viewed a3 precise, partleu-
larly fer the ngrievitural and handieraft seclors.
A dizsusslonsof this probiem appenrs ln Appens

“di® IV: The Mew Chinese Communist Btatiskics,
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foixl crops.®  Aboul gne-third of this increase
-1s attributable to favorable weather, Produg-
tion of colton and some obhet industtial crops,
under development programs of & numbser of
years standing., Increased spectacularly—
wmore than during the entire First Five-Year
Plan. However, Lhe production of vegetables,

meat, and other supplementary foods, gener-
*The fectors contriboling Lo this Increase kn basic
food crops ate estimebed to be s follows, The
sown pcreage for basle foud crops 13 nod elalamed
to have inercased significantly compared with
1957, but 4 pronoonced shift s clalmed to sweel
potatoes and o lesser ahdft to comn, primarkly from
ithe aren =wn o wheot and other miscellaneous
grains with lower average ¥ielda, These state-
sponsored shifts alone woold result In an In-
crease of nearly four pereent over 1837 with no

changes irom ayverage yields for the warioes .

crops, In addition, crop weather wos substan-
tinlly more fnvorable In 1988 than n 1667, al-
thoagh the Chince Communists have clalmed
otherwise In order to play up the effectivencss

of their producllon measures. Thia Ineter i

estimated fo have Increassd producllon by
roughly Mve pereent, Less certain is the re-
malrlng factor, the Increase in yields from the
productlon measores undertaken. A tremendouas
irrigatlon program was organleed which . wms
clalmed to hawve Incremsed the Ircigated ared
from 30 percent of the land under euliivation
to phout 60 perceat In I05B—an Incroase more
than double the Increase ¢laimed for the five
years 1953-1057. The appléication of crgenke fer-
tillzer, such aAs manure and pond mud, was

. claimed to have besn inerensed o mare Lthan 10
times that of 1857, Howewer, only & [raction of
the cloimed mewly irrigated land could have
drawn benefita during 988, and 1o- ddibional
organie - fertillzer was of low-grads  Chemleal
fertillzer avallabdlitles Increassn v one mdildon
tons to o totnl of 2.8 milofn tons, aot tids amall
anwunt probably contributed lesa than a Lend
pereenl increase In basle food erops. Dramoile
resalta were also reportcd from deep plowlng,
cloae planting, Impraved seedn, and the applica-
tlon of atlier new Lechnigues, but these appenred
Lo be Inrgely lbmuted bo seall aereages and same
of thews emeasures were carrled Lo usebess ei-
tremes. Moreover, the effect of Lhess production
measures wns Lo some extent afset by the fall-
wre, due to competing programs, to make ade-
guate provision for horvesk, resulllng In above
normal baivest loases, On ncl, we estimale that
these productlon messurcs probably contribuled
to n acwen to 10 pereont inercase in basle food
cropa, In conjuncilon with the other factom,
thix fonds o pn caiimated total ncreoase of about
15 to 20 percent In basle food crops in 1528,
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ally & sidellne Enlcrprlst: of individual peas-
ants, was neglected and. prnbl'l:lljr actually
declined. .

27. The apparent anomaly of a 15 to 20 per-
cent increase in food production for 1958 on
the one hand, and serbous food shorlages In
1958-1950 on the other is explained by a num-
ber of factors: (a) food requircments and
calorle necds were substantially increased by
the greatly intensified labor effort; (b} the
regime was at first overly generous in the
distribution of food through the communal
messhalls; (e} the percentape of food output

‘devoted to nonfood uses probably expanded,

reflecting Lhe increased sced and feed require-
ments of the fatm’ program, as well a5 ex-
panded manufacluring uses; and (d) trans-
port shortages hindeted shipment of food from
surplus to deficit areas, especially the cities.
™n additlon, there was a qualitative deterfora-
tion In the diet resulting from the reduction
in supplementary foods (meat and vegetables)
and the increased substitublon of potatoes for
grain. ‘The state food colicction’ target for
July 1958 to June 1959 was ralsed 43 percent
aver that of the preceding 12 months, but Pei-
ping admits that collection for the .last hall
af 1850 rase cnly 24 pe.cent. It i3 likely that

_procurement for the entire 12 months (mid-

1058 to mid-1359), although possibly securing
cne-hall of the increase in food output, will
fall far short of the target. Etate [ood sales
for the last six imonths of 1958 rose about 33
percent over the same period in 1857. This
has ted planned increpses in ressrve
and has caused a reduction in exports.

26. Chinese Communist industrial clalms
wore loss exagperatea than those In agricul-
lure, and availlable duta are more firm than
thoso for the agriculiural seclor®  We belleve
that Lotal industrisl output in 1958 increased
by approximately 40 percent, about Lwo-thirds
of the amound clalmed, This is the Jargest
percentapge Inerease to date and by far the
largest absolute increase. Light indusiry
probably - Increased about 20 percent and
heavy industry abeut 60 percent. While in-
diustrial expansion ocecurred on a broad front,

“Bee Appendid IV: Tlhe Mew Chiness Communist
Blatiatles.
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the maln emphasls was on steel, We believe
that lolal steel production may have been
about as claymed, 11 million Lons, more than
double that of 1957, Even if the more than
3% million tons of substandard products,
muostly feoen Lhe native and small-scale plants,
are subtracted, 2858 stee] production prob-
ably increased about 40 percent over thal of
1957, Nevertheleas, to help meet expanding
needs, stevl imports had to be doubled, reach-
ing more than one million tons, and con-
struction of all modern iron and steel mills
was accelerated. The Increaze in coal output
may have been nearly as much as the claimed
. 100" pereont, but about 40 percent of this in-.
crease was a low-grade coni produced from
native: workings. Comminist China has
jprobably beeome the third largest coal pro-
ducer in the world, ranking after the US and
USSR, The machine tool and chemibedl in-

dustries also made large Increascs.

M. The produclion records of 1058 were
achieved at considerable economle and human
cost. ‘The obsesslon with quantity and the
spread of the backyard factory movement bed
to a greal amount of economic waste. In
particular, labor wes often dissipated need-
lessly in work of little productlve value. As
a rosult, a considerabie amount of crops went
unharvested, were harvested too late, or
spoiled while waiting shipment. Hard pressed
managers of the overworked industrial plant
were relectant to withdraw equipment for
maintcnanee and repalr, and mpnlr shops

ET

D. Prospects _

30. During the frst year of the leap lorward;
conservatism became anathema and planning
pave way to Improvisation end hasty expan-
sion of production. By nild-1958 Peiping still
had not formally adopted & Second Five-Year
Flan, and the tentative five year largetls that
had been announced in September 1956 had
been rendered chsolete by the great leap for-
ward, The regime s committed Lo o continua-
tion of the driving pace in 1950, but at the
same time recognizes that It must correct pro-
duction imbalaneces and improve the aew insti-
lutional arcengements, particularly by “tidy-
ing up" the commune system. There is no In-
dication at t that the Chiness Commii-
nists intend to abandon their original plans to
prolong the leap forward for three years, How-
ever, Lhey have already had to relax pressures
somewhat, and it iz almost certain that they
cannot re-establish and maintaln either the
rate of increaze or the intensity of human
effort attalned in 1668,

3l. Indeed, the regime faces a number of prob-
lema In attempting to sustaln even the present
pace of the leap forward. A principal problem
will be that of mainta'ning incentives for the -
peazants and workers, The increasss in pro- -
duction should muake possible 2 modest in-
crease in consumption, but this may in part
be offset by continuing distribution difficulties
and imbalances In suppiies. Moreover, Lhe
waorkers and peazants will probably consider -
that such increases In consumpiion as they
may get are disproportionately small in rela-
tion to the effort that Is being demanded of

wore d.hrert.nd to production. them. Buch dissatisfactions will be intensified
Fercentoge Increases
In Producbion =1058
orer 107 _ Average Annuwal
Chirgse Com=- ® Hicreqse, 1981-1p8T
Jlem miuniat Claims" Cur Ealimale* Our Eslimate *
ONF oot glwen b T
Agrlcultural Production & 1 o 25
Prociucliant af Fond COralos 1683 15.20 3 -
Ineustrinl Productlon L] 40 . 1%
Producthon of Henvy Industry 103 80 ., =
Procuctian of Light Indusiry EL 0 1]

* [nereases clatmed for gror value of production,

“¥alue adcded esllmates based on Chingse Communist clolms for production of Jrldul‘l-rlll mnwbuu
amil ger erllmater of pesdection of agriculturnl cammodities.
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If the regime continues to make exaggerated
agricullural production claims. -

32, The rate of economic growth in the next
few years will also depend upon the abllity of
the planners Lo redress the imbalances created
im. 1958, The leap forward in production cre-
nted demands for transporiation cooslderably

i1 excess of the capacily of the transport sys- .

tem., A jarge part of the increase In trafMe
consisted of coal and ore for the mushrooming
steel indusiry, Demand on distribution and
transportation will contlive to be In excess
of capacity for some time. Recognition of this
probiem has led the reglme o ralse the pro-
portion of lotal capital investment devoted to
transportation and communications from 13
percent In 1858 to almest 21 percent in 1058,
The poal far {reight car production in 1859
Is just abeut two and a hall times that
achieved in 1858. It will be necessary to con-
tinue investment in transportation at this
increased rate for a humber of years in onder
to make up the existing gap and to keep up
with increasing demand. The rise in demand
is a result of Inereased production (partled-
iarly In steel and jts raw materiale), increased
interdependence of industries, and Increased
interdependenies of city and countryside as the
cconomy develops, The rablroads, which are
the prime means of transport, are planned to
increass thelr performance 37 percent in 1829,
even i this posl is achieved, which we belleve
untikely, some transportation jams will ocour
during 1059, requiring strict shipping pri-
orithes.

33. In 1859, Industrial imbalances are also
forcing production cutbacks In some sectors
of the economy and costly shifts in investment,
By the end of 1858, recognition of the very poeat
- guality of "native” and local coal, plg iron, and
" sleel led to a drastic reduction in this pro-
grem., Th: inadequacy of raw materlal sup-
piy for the modern stegl program caused some
drop even in the productlon of commercial
guality steel in the first quarter of 1938, com-
pared with the lust quarter of 1858. The ca-
pucily to finish stecl hos lagred behind output
of erude steel, and steel outpul, restricled In
Atypes and shapes, Iz unbalanced. Peiping I

*Bpp Appendix ¥ s fansporiation.
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concentrating itz efforts on medernizing as
well us expanding its facilities, and there has
been a substantiial inerease in invesiment in

steel and refated Indosirhes at the expense . -

¢l other indusirles, Machinery cutput greatly
expanded |n 1958, partly by setling up large
production runs with lttle regard for require-
ments, but the industry has since been di-.
rected 1o limit it main effort o the new
priotity needs, This has resulled in retooling
and in cutbacks in production of many kinds
of equipment, thus resiricling growth in out- .
put over the rate obtained at the end of 1958,
These imbalances do not appear susceptible
to quick or casy solutions and will persist in
one sector or ancther as the regime presses
for large Increases In oulbput,

24, The regime will also have trouble in mak-
ing its radlcally reorganized economic admin-
istration work effectively, particularly the
communes and the local governments which
have been given increased authority and re-
sponsibitity. In thiz the Chinesse Communisis
will be handicapped by faulty statistical data
and by strong Mealogieal pressures to plunge
ahead regardl:zs of cost and confuslon, “let-
ting polities command.” Thelr economic plan-
ning wili also be further complicated with the
Increasing complexities that accompany rapid
economlc growth. .

35. Despite these difficultles, we believe that
Communist China’s GNP will increases during
the period of the Second Five-Year Plan at an
average rate of about 10 to 13 percent a year.
This Is about one-third to one-half greater than
the rate of Increase during Lhe First Five-Year
Plan, and will result in a total increase of be-
tween B5 and 85 percent for 1982 over 1957,

This judgment ls derived from the 20 percent
increase we Lelleve to have been achisved in
1858, probable increases of about 12 to 15 per- -
eent In 1950, and about seven to 10 percent -
In ench of l.hn three years, 1960-1062, We be-
Heve Lhat these latter four vears will be marked
by consolidation af the unuspal gains of 1858,

* 35 The fast growih durlng the period of the

Becond Five-Year Plan will be poasible becauss
an Increazingly large proportlon of the GNP

.ean b devoled to investment. Thizs can be

accomplished because of the rapld growth of
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heavy industry and the regime’s ability and
willingness to deny to the eonsumers all but
a very small portion of the increases in pro-
duction., - Whereas we estimatle that about 21
percent of the GNP was devoted to gross do-
mestic investment In 1857, the percentage
prabably Increased Lo about 2B in 1058, and
we belicve the level will reach at least 30 per-
cent in 1959, We believe that the Lotal volume
“of Investment during the Second Five-Year
Plan period will be approximately three times
that of the First Five-Year Plan period.

37. The 1958 paltern of funneling 65 percent
of state budpgeted Investment Into Industry at
a rate of nine for heavy Indusiry to one for
light Industry will probably continue for the
* pext few years, Orowth in total industrial
production during the Second Five-Year
period will probably be about 50 percent higher
than the remarkable 16 percent annual rate
gehieved in 1953-1957. The most dramatic
feature of the period 1959-1963 may prove o
be substantial increases in the output of basic
industrial commodities, increascs which would
have been dismissed by Western observers as
ineancelvable bofore the leap forward of 1958,
For example, we now believs that Communist
China may be abie to raise production of com-

morcially usable crude steel to aboot 14 mil-

lion tons in 1959 and to about 20-25 milllon
1ons in 1962, compared with 5.35 mililon tons
in 1957 and an original plan goal of 10.5 to
12 million tons for 1962, It must be reallzed,
however, thal in terms of variely and quallty

of Anlshed steel, the Industry will be substan-

tially Inferior to those of Japan and Lhe West.

Moreover, not all branches of industry will

be able 1o expand at this dizzying pace.

38. While the regime will continue iis stepped
up apricultural development efforis, we do ol
believe that in the next Ave years agricultural
production will increase dramatically follow-
ing the remarkable 15 perceni increase In

1858. The nmbitious goals for multiplying the -
aulput of ehemical fertilizers, If met, would -

b suzificiont for possibly & five percent increase
In ngricullural output. Some Increascs in out-
put are probable as the programs for irripa-
tion and better crop praclices are Implemented
and wasteful leap forward practices eliml-

1

nated. These programs, if carried out, should
raise agricultural output In 1962 to a level
30 percent over 1957, or about double the in-
crease in the First Five-Year Plan. However,
failure to stobilize the communes of an in-
ability or unwillingness to carsy through some
current programs might limit the Increase
in cutput to possibly 20 percent. A succession
of bad crop years would confront the rogime
with grave dificulties.® However, the regime
could almost certalnly maintain jtself in pow-
&f, and would be'able to maintain indosirial .

growth, though at a reduced rate,

18, Populelion Grewth. If population growth
vonilinues at the present estimated rate of
about 2.5 percent annually, Communist China
will have more than 740 million people by the
end of 1963, aboot 80 million more than in
mid-1858. The Chiness Communists currently
claim that the vastness of their population Is
an asset rather then a liability, and that em-
phasis should be placed on people as producers -
rather than as consumers, Neverlheless, the -
need Lo provide a growing population with an
improved living standard from China’s limited
arable land will remain a major problem for
the regime. In 1857 the regime Jaunched a
birth control campaign, and although it has
been submerped in the leap forward, official

. birth control programs still continue on a -

small and unpublicized scale. In the long
run, to alieviate populstion pressure, the re-
gime will probably have to resort inereasingly
to programs; however disguised, that will tend
to reduce the birth rate. - It will also be under
pressure to decrease net exports of food and
to Increase imporis of fertilizer in exchange
for manufactured goods, o

40, Forelgn  Trode. During the next flve
years Communist China will probably Incrense
its forelgn trade by an average of about 10
percent a year, generally in slep with Its ex-
panding over-all economic outputl. InCroases, -
however, will be lrregular, as difficultics in
planning and In proeduction affect the level

of Communist China's exports, Imports from '

* Although the Acods en far thiz wonr may have
ensed serious locnl dificultizs. we belleve that
thelr efect on todal npriculturel productbon for
the yoor will be slight.
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non-Bloe countries were aceclerated in late
1958, financed In large poarl by nearly cxhaust-
Ing forelgn exchange resorves. AL the end
of 1058 and through the first hall of 1853,
Peiptng failed to meet certain export cummit-
ments to Western Europe and for some lime
refuscd even bo slgn (urther brade contracts.
Although some recovery In non-Bloe trade s
Hkely in the latter hall of the year, it is prob-
able that 1950 will show & drop from 1058,
Since trade with Bloe countries has inerensed
in 1950 and long-term trade agreements wilth
many Bloc countrics have been concluded,
Comrnunist Chint* Ltrade pattern will prob-
ably continue to e oriented principally to-
ward the Blog during this period” Commu-
nist China's major problem in forelgn trade

will be to expand exports sufficlently to meet.

the fast-growing demands of its investment
program. . Minerals and Hght industrial prod-
ucls will Inercasingly replace agricultural
products as exporis.

. THE COMMUMES AMD THE PEOPLE ™

41, Molivativns for the Commmune Program,
To implemcnt Lhe new leap forward program
docided upon in early 1058, the regime soupht
o form of organizalion and contrel that would
cul across the confining boundaries of the
apricultural collectlves and provide a umit
strong enough Lo gencrate [bs own capital and
utilize the evallable manpower with maximom
cMectiveness, From 1958 cnward there had

been sporadie experiments in grooping co-

*In 1058 about 40 porecnt of Commundst China's
£1.8 blilion total trode was wilh the USSR, 22

poreont with Lhe European and Astan Satollites,’

naned 33 percenit with the Free World. Throsgh
1855 Cominanist China reselved more Iram Ube
VS8R than it caported bn cetarm, bul the poliern
hns been Lhe oppoaite sinee that time, ns Com-
murist CEina has had lo sgueeze AN cEport sur-
pliaa from Uta people. I Febroary 15568 the ted
coubirles signed an ogreement which ealls far
the USSR to provide $1.25 bliiton worth of equip=
ment and techpteal asalstance for the bullding
of 78 major new factorles in Commuinkst China,
in tho peelad 1950 throwgh 190%, The letter is
obligaled to export o slmilar value of goads and
servicen to the USSR during the perind.  No Joans
ar grants ate iBvoelved In this npreement,
= Yer alm Appendix I8 The Chincas Commiunist
Commune.
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operatives Into larger wnils, and an aoceler-
aled trond toward such amalpamations oe-
curred in a few provinces in the spring of
1958, Ome such unit in Honan, subsequently
named the Sputlnik commune, was ciled as a
model for the luler commune drive. The chak-
acteristics of the new form of organjzotion
were: (a) all the Agricultural Producers’ Co-
operolives (APC's) of one hsiang (Lownship}
were combined; (b) the hsiang government
was metped with the commune management
and given contrel of virtually every activily,
agricutiural or otherwise, within its area; (c)
the residue of privale cwnership was furiher
reduced by expanding the scope of collectivi-
mation; {(d) children were pluaced In public
nurseries or scho-ls and meals were eaten in
messhalts, thus releasing the women f{rom
household duties Lo take part in the labor ef-
fort: and (&) workers were organized along
millitary lines and deployed to the fields or
small industries. :

42. The experiments apparently convinced the
party leaders that they had at last found a
means of organizalion which fully employed

Communist Chine's labor supply—inctuding
women and eveni ehilldren and the aged—and

"whish answered the economile needs gener-

ated by ihe leap forward undertakings. Ac-
cordingly, the initenslve drive to crganize
the country inio communes was suddenly

© launched In Aupust 1958,

43. Idcological considerations almost cer-
tainty also played an important part in the
undertaking of the communal experiment.
The tectification campaign of 1857 had im-
dicated that there was some feeling among
Chinese Communist leaders that the revelu-
tion was losing momentum and that a sig-
nificant *~w step toward communism  was
needed. By the middle of 1968, the enthu.
siasm and optimism stimulated by the leap
forward peychology were reflected In a wave
of ideological revivalism. The urge 1o mave
forward rapidly on the ideslogieal -front
found an opparently perfeot answer in the
radical concept of ihe commune. In one
stroke the catnbllshment of Lhe communc sys-
temy would hasben Lhe achlevemoent of soclal-
Ism and even Introduce some aspeels of a pure

ET
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Cammunist society. Communist China would
be in the vanguard of ideologleal advance.

44. Morcover, Lthe coi. ‘ralization of all politl-
cul, evonornle, and soclal authority in a single
adminisiralive unit and the militarized regi-
mentation of all the members would greatly
case the problem of condnuous survellinnes
and physical contrel of every Individual, The
mass militia drive within the communes sould
abet this process. The collective living as-
prets of Lthe commune would hasion the break-
up of the famlly, the only remaining inatiiu-
tlon that could compete with the state and
party for loyalty. Finally, the communaf sys-

tem of care and conilrol of the citlzen from’
Jinfancy would permit continuous indectr]--

matlomn.

45. The strategic dispersal Iimptications of
the cconomlc and pdalitical deecntralization
inherent In the commune system may have
also motivated Peiping, though probably as
2 secondary consideration, The Chinese Come-
munist presz has explicitiy stated that the
nutlon will be less vulnerable to disruplion
under the nevs organization should war come.

Howcver,.this |s probably essentlally an at-.

templ Lo galn additional support for & pro-
gram which had been urdertaken largely for
olher reasons,

46, The Record of the Communez. By early
November 1058, Pelping claimed that 88 per-
cent of the rural population had been of-
ganized Into 208,500 communes, avernjging
nbout 4,750 houscholds each, The avallable
evidenee indicates that the actual degree of
communal organization achleved by that time
ranged from littie more than that of a paper
organization at one cxtreme, to a highly regl-
mented communal soclety at the other—with
peopie living in barracks, the children reared
by ihe community. and feod, clothing, and
most other necessitles supplied by the state
By mid-1050, howower, few communes ane ab
ciither of these extremes.  Moat of the paper
otganizatlons have been abt least partly reals
jzeil, and some of the more rodical features
of Lhe advanced communes have been modified
follvwing the CCPF dircelive of 10 December
1058, . :
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47T. Belore Lhe commune program was four
months cld, its promoters were harvesting a
crop of stubborn problems, From Lhe begin-
nlng, old forms were abandoned fosier than
new ones could be perfecied. The reswil was
considerable ehaos In edmingstration, account.
ing, tax collection, and domeslic commerce.
The Inereased regimentation of the poasants
and the additional demands levied on their
tme resulted in a drastie reduction of sub-
sidiary food crops (which in Communist China
means substantially everylhing but grain and
yams), and a loss of much traditional house-
hold production of clothing, tools, ete. Even
those who are better fed must find it diffieult -
Lo perform the long hours of hard work de-
manded of them. And thoegh the maximum
work day In the comrmunes at present is sup- |
posed io e 12 hours, with eight hours al-
lowed for sleep, there is evidence that at least
in some cases an 1B-hour work day fs still
required, Under these circumstances, it Is in-
escapable that the commune program has
pgenerated extensive bitterness toward the re-

Egime,

48, Although there has been no wave of peas-
ant rovolts across the couhtryside, there s
ample ¢vidence that a substantial part of the -
peasputry bitterly resents Lhe effect which
the communes have had on their lives. Many
who dwell near the non-Communist borders
have fled, some of them atl very preat risk and
wilh the knowledpe that relatives or friends
Ieft behind would be subjéct to severe re-
prisals. Leiters io relatives outside Communist
terrltory reflect this dizsatisfaction with com-
munal life. But whatever overt reasistance
has appeared has almost certainly been
crushed mercilessly. Other types of resist-
ance, such as minor pliferage of mess sup-
plies and withholding grain from the state -
have occurred (sometimes with the coopera-
Lion of parly endres), bul as the administrative
machinery Improves, even Lhis bocomes pro-

hibltively risky.

49. A comspicuous fallure in the eommune
program has probably been the syslem of “free
supply.” that is, the proclice of distributing
juitrt of ithe commune member's income in
the form of messhall meals and other poods

T




end sprvicea according o “neea”  The
bumper crops of Lhe first half of 1958 appar-
ently led the regime to believe that the food
problem had been solved and that Ji was
therefore possible Lo provide ample food sup-

plics through communal messes while ab the

eame time assurlng maximum accumulallon
of surplus for Lthe state. I appears that for
a while the peasants, on the average, were
epting better under the free supply syslem
than they were before. But then the slight
increase in conswnplion overtook the inflated
statistics of food production. Complainis
about cold and tasteless food began to be re-
placed by complaints about too little food.
Many communes closed thelr kitchens in carly
1959 and "allowed™ the pensants o eat nt
home. More recenlly, oflficlal spokesmen have
stated that commune mombers may withdraw
from the messhalls, The regime has also been
concerned with the loss of Incentive which
the free supply system has entalled. In the

past few monihs It has had to cautlon the .

commune cadres ngalnst providing too larpe
o proportion of the member's Income in the
form of free supply, and recently the Issuanece
of messhall tickets has been tied In with the
type and quantity of work performed.

50, The original threc-month “tidying up™
eampalgn launched in December 1958 Is still
podag on, and moedifieation and consolidation
of the communes will continue during 1858,
Many of thoe extreme peactlces have been
stopped and o number of practices of the old
AFPC's have been reintroduced. Emphasts has
-been shifting back to incentive rewards, some
subsidiary food production (including hog
raising) has been returned fo the Individdal,
and inropds on the family system have been

reduced. The widespread Introduction of ur-

ban communes has been postponed. Empha-

sls on the mass aspect of the millta system -

Appears to have been reduced.,

51. Prorpects. These adjusiments do mnot
mean the end of the communea, however. The
top leadership |z ziill firmly and expressly
commitied Lo the bellel that comimunex, rucal
and urban, are the best way for Ching to speed
up ita soctalist construction and bring ot
{he Lranaition to communism,.  We believe thst

8E

‘muncs will probably continue.
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although there will be many modifications of
the system, Including some tactical reireats,
the commune will probably remain the basle
form of organization for the countryside.
Forma and practices are likely to become more
standnrdized and more burvaucralic among
the communes, ond Incentive pay systems will
be further developed. The present program
of consalidaling communes Into larger com-
Urban cam-
miines are now belng tested, mainly in Honan
province, and some type of wrban comumune
ma:r be adopted on a mt:lmwidc scale before

52 In carrying out the communal program,
the regime wiil face numerous and diffieult
problems. There will probably be costly
blunders In planning and administration.
The ceascless and fil-rewarded sacriftces will
probably drive some of the peasants to open
revolt, but such cases will be smashed ruth-

lessly and with little or no publicity, Most

nts apparently consider that overt op-
posilion 1o the commune system ls hopeless;
passive resistance will probably be the re-
gime's maln diffcully. However, past expe-
rienes shows that the regime has the abllity
to be flexible when necessary, and it has the,
whaole spectrum of totalitarian pressures and
controls Lo wse wherever needed,

g3, The commune program directly Ilnvolves
hall a bllllon people and entails  drasike
changes tn almost every aspeet of thelr lves,
It Is the most audacious allempl in histery Lo
rapidly transform soclety., Although many
of the program's features may be changed,
Pelping has committed il prestige to the
communal exporiment; it nelther wants nor
can afford to abandon Lhe program in It en- -
tirety. Natlonal pride and a scnse of accom-
plishment will work for the benefit of Lthe re-.
glme, but ihe necessary, ceascless pressung
upon the peovic will probably result in a pope-
ulace that is, al best, grodpingly acqulescent.
This ks a lar ery i>am the "new Communist
man” the cemmuncs »re supposed Lo create,
This faliure lo. siimuninle enthosiaslile sup-
port will probably contribule o grealer cau-
Ylon in the future, Neveriheless, given Lhe re- |
gime's fexibdlily and controls, It is unlikely
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that popular reslstance will reach the point
where the roglme will have Lo choose betweet &
blood bath or an abandonment of the com-
_munal experiment.

V. FAItT‘I" PRIOBLEMS

54. Party Leaderskip and Coheslon. Although

“we believe that CCP leadership 15 st basically
unified, there are indications that the unique
cohesion of the past quarter of a century is
beginning to feel the erosion of time. During
the past two years a number of Important
new programs and theses appeared to en-
counter opposition within the CCP leadership.

- These included eolleetivization, “blooming and

contending,” the nature of *conbradictions™

in Communist soclety, rectification, and the
communes. Thers have also apparently been
divergent-oplnlons concerning the pace to be

. set lor economic development and the degree

" of risk the regime should accept in pushing

its forelgn polley poals. In addition, the lead-

ership has probably not been unanimous in
some questions of Sino-Soviet relations.

55, Mao Tse-lung was personally bdentifled
with many of the programs which caused con-
Lroversy in the CCP. To some party members,
ol least, his conduct of policy may have ap-
penred erratie ol unwise He .ever, there
I no evidence that Mao was pushed when he

retired as government Chairman. ‘We believe

it more likely thet Mao himsell took the initia-
Live in reslpning from his lesser post In order
to devate more Lime Lo his more important post
. ns party Chalrman and to basiz policy and
idcological matters, Moreover, Mao was prob-
ably coneerned over the questlon of estab-
lishing & clear order of succession to the top
party lcadership post. Mao's posilion of pre-
eminence has epparently not been challenged.
He iz recelving far more attentlon and adula-
tion at present than s Liu Shao-ch'l, hia sue-
. pessor as povernment Chalrman. ™ Moo bs st
boss of the parly. and we beiteve that he will
contlnue to be the dominant fAgure in Chi-
ne&e coMmmunism.

50. The selcetion of Liu, already number two -

mati in the party, as government Choirman
I probably desymed to confirn him ns Mao's
helr to party lencdership.  Policy Lrends over
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the past iwo years appesr to have been In-
ercasingly In line with Liu's views, and sev-
eral men who apparently share these views
have moved into influential party posls, nd-
tably secretary-general Teng- Hslao-ping.
Chou En-lai continues to mamtain his posi-
tlon as the third man in the party and as the
principal link between the parly l.ml the

povernment mashinery."

57, If Mao should die or become incapacitated
during the perlod of this estimote, the initial
transfer of power to Liu would probably ocour
without challenge. However, the cohesion of
the party might suffer, and the absence of
Mao might cause the CCPs effcctiveness,
vigor, and its prestige within world commu-
nism to decline.

58, The Farly and the People. The CCP lead-

ers have shown determination bo arrest any
sap in the party's revolutionary vigor which
might weaken the spartan spirit which the
nalion must malntain if it goals are to be
met. And the top leadership has been keenly

concerned, especially since the object lesson -
of the Hungarlan Revolution, that the OCP

not permit Imlrhbacmtﬂmmmup-
arated from the people. The CCP has sought,
through various means, to prevent the crea-
tion of a privileged “new class™ alienated
from the people, These have included party
rectification, the mass shipping of bureaucrats
and party activists to the countryside, the oc-
casional manudl labor done by Mao and gther

Teaders, and the sending of officers Lo serve In

the ranks.

58, The party will pruhuhljmnunm.umm

onsirate the Aexibility shown. to date in at-
tempting to maintain its identification with
the pecple. However, the regime’s programs
have already allenated much of the popola-
Lion, and efforis 0 tedress Lthe siluation will
be hampered by the limited material rewards
the regime can offer the people. Great steel
production figures cannot be eaten, and since
a sizable percentage of cconomic return will
probabily net be funneled into consumption, It
ts almest certain that a hungey, exhausted

" Bee chnrl.
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populace will not feel & close sense of Identi-
Acaticn with the parly.

8. The Parly and the Infellectuals. To meet
ils ambitious goals, Communist China miist
Tully utilize its intellectuals and highly trained
personnel, yet the majoriuy of these people, by
the repime's own admisslon, are non-Marxisis
and only lukewarm toward the CCP. Those

. prople are needed bub not trusbed, a dilemma
which has been evident In (he regime's var-
fous efforts bo command their full support.

81. This need was one of the principal reasons
which impelled Mao to launch the “100 Flow-
ers” effort of 18586-1857, in apparent confi-
denece that the Communist sysiem had won
general acceptance in China and that a freer
atmosphere would Induce the Intellectuals to
glve the regime more enthuslastie support.
There. was apparently conskderable doubt
within the party az te lhe wisdom of this
gamble, a skepticlsm which proved justified
when the Intellrctials acecpted the CCP's In-

vitation o air criticisms (May 1857) and be-.

gan Lo attack the foundatlons of the regime
itself. This resulied in thelr being attacked as
“rightists,” sent to duty In the countryside,
and subjected Lo other fepressive measures,
Althoupgh the party siill employs the “100
Fiowers™ slogan and has at ‘least nominally
rehabilitaled some accused “rightists.” its pol-
icy seema clearly one of only tolerating the in-
tellectuals and explolting thelr skills. Mean-
while, every effort 13 belng made to edupeate &
new peneration of “red and expert™ intsl-
lectuals. | *

62, The Party and the Ethnic Minorities,
The generally appreasive attitude which the
CCP dizplayed In almost every phase of in-
deavor In the past year was also reflecled in
its Lreatment of Communist China’s minority

peoples. Mot only In Tibet, but also In Kansuo,
Binkiang. Tinpgha:, and Yumnan, the in-
creased pressures of the past year sparked se-
Live resistance to what was considered une
bearable Han (Chinese) dominatlon and an
effort Lo destroy local eustoms and Institu-
tons. The outbreak of reskstance in Tibet re-
sulted from the comulative effecl of succesaive
prossures agalnst Lhe Tibetans' religlous and
political scparateness, and from the spork
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of an incident which appeared .o threaten the -
Dalal Lama, While the forcefulness of the .
Chinese Communist respense resulted from
the direct challenpe posed in Tibel, It almost
certalnly also reflected Peiping's concern for
itz authority in other minority areas of Com-
munist China.

83. It is unlikely that the CCF will substan-
tially moderate lts now heavy pressures, al-
though they may be adjusted to local condi-
tlons. It Iz cquaily unlikely that minority
disconient will diminish, though it ks doubifyl
that resistance forces will have the leader- -

ghlp, organi~ation, weapons, and food sup. -
plies to permit them to mount more than
scattered guerrllls operations.  In Tibet, the

JCCP will elmost certalnly atlermpt to destroy

the pesition of the Dalai Lama as a Tibetan
leader, espeeially if he presses Tibetan desires
for independence. The CCP will attempt to
malntain the facade of autonomy and re-
liglous freedom, but will accelerate the pace -
of "reforms™ in an effort to make Tlbet an
integral part of Communist China as rapidly

as posgibie.
64. The Party and the Hﬂ-ﬂnw Relaticnis be-

" tween the party and the military continuoe

generally close; in 1858, Marshal Lin Piao
was elevated to membership in the CCP's high-
est body, the slx-man Standing Committee of .
the Politbure, Nevertheloss, the creation of
# moderrized, professional military force has
probably had some disruptive effect on the

unity of view which has traditionally marked .

velations between the party and the military.

“ From the fall of 1857 through the fall of

1858, & number of articles and speecheos car-
ried by the Peiping radio and press eriticized
“some among the military"” who had an “ex-
clusively military viewpolntl.,”™ The nced for
absolute parly control was strongly reafl-
firmed; “separatists™ were eritlclzed for hold-
ing that the “suddenness and complexity” of
modern warfare had made the dunal partys
milltary pattern of authority In the armed
forces dangerously InefMclent, or for over-
stressing the importance of modern weapons
and noglecting the *“role of the peoplde™ In war,
Corrective measures have Incloded o program
of study of Mao's military writings and a de-
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cree thal ofMcers must perlodically serve shost
periedds In the ranks. Such party/military
diffrrences will probably not become acute,
but the attempt to create 8 professionally
guallfied mititary foree that will remaln as
Mully responsive as In the past to party contrel
i3 likely al Limes to lead to differences belween
the parly and mililary leadership.

V. THE MILITARY ESTABLISHMEMT '

A, Major Developments
83. There have been few changes of major
significance In the size, equipment, or deploy-
ment of Communist China's armed forces
since our last estimate (NIE 13-58, dated 13
May 1958). However, the over-all capabilitics
of the armed forces to fulflll their internal
and external functlons have continued to im-
prove as a result of training, reorganization,
Lhe conscription program, and the progres-
slve Lransition to newer weapons, We believe
-that the morale of the armed forces i= gen-
erally good, although that of the alr force is
probably somewhat lower as & resuit of its
poor showing against the Chinese Natlonal-
Iots during the Tabwan Strait erisis, Army
Lroops ore Seing used Lo an Increasing extent
on agriculturul and industrial projects 1o help
Lo leap forward program.

68. We believe that the air foree has recently
scquired some MIG-10's from the Boviet
Unlon. This s in eddition to an estimated
increase of 80 in other et alrcraft strength
during the past year. The number of tank-
assault gun regiments In Communist China's
114 infantry divislons is estimated to have in-
ercased from 28 to 83. Bix new submarines
have been added to the novy, bringing the
tetal to 22. The withdrawal of Chinese Com-
munist troops from Korca during 1058 was
probably based on propaganda and political
conslderalions, and & desire to reduce logistic
easts. The Chinese Commuiidsts probably ¢5-
timaled that their continued prosence was
nol necessary Lo deter the Republie of Korea
(ROK) or the US from atlacking. Large
numbers of Chincse Communist troops arc

T Hee Appendlx [1 The Chinesn Commanist Armed
Fuafcea, : )
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st stationcd close by and could be rapldly
dispatched fo Korea.

07, The Chinese Communists continue to base |
their military cffort primarily on the concept
of large ground forces. The military program
dppears {o b emphastzing the improverment
of logistie support, mobllity, communications,
and fire power. At present there §s ne indi-
catien that the Chinese Communists huve
staried or intend to start o basie reorpaniza-
Hon of thelr forces for nuclear warfare, How-
ever, some Chinese Communist military per-
sonnel apparently are recelving training with
nuclear weapons in the USSR, Soviet nuclear
and missile progress has strengihened Pei-
ping’s confidence in the growing power of the
Communist Bloc, but it has probably alse in-
cruased Peiping's sense of military depend- -
ence upon the USSR and stimulated Peiping's
desire to develop & nuclear capability of its
own, .

68. Some recent statements from Peiping,
however, have tended to play down the fm-
portance of nuclear weapons in delermining
the outcome of & war, and have stressed hu-
man and political feclors. This Is probably
both a rationalization for the lack of nuclear -
weapons, and a reflection of confidence that
Communi.t China, with its vast population
and wvelatively simple economic structure,

.could survive nuclear attack. More Impor-

tantly, however, it may also refiect a Soviet
fallure to agree to the transfer of nuclear
weapons to the Chinese Communists.,

86. There has been little direct evidence of
the arrival iIn Communist China of large quan- .
HUes of Boviel weaponz and equipment over
ihe past two years; exeept for ammunition,
it Iz probable that sueh deliveries, while still
substantial, have fallen off since 1085, How-
ever, the Chinese Communists have oblained
from the USSR increasing quantities of in-
dustrial mechinery and technical assistance
for the development of thelr own munitions
Industry. With this help, Communist China
has been able during the past two years Lo

wndertake production of Sovict-tvpe artillery,

jet aireraft. submarines and cseort vessels,
tricks, ond eloctronic equipment. An Increas.
ing proportien of the camponent parts for
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these items §s now belng produced domes-
tically.

T0. The cost of mainlalning such alarge
military establishment and of developing &
munitions industry coniinues o be & heavy
drain on Communist China's economy.  Much
industrial development, of course, can serve
both the military and nonmilitary sechors,
and as the country's Industrial complex grows,
more rapid and sipniflicant modernization of
Lthe military can be expected. The lolal
gmount alloeated for natlional defense In the
1938 budget s approximately 16 percent
greater than that of 1958. As the total budget
rose about 25 percent, the incresse in the
milltary sector does not appear {o jnvolve a
major shift in the allocatlon of national re-
gourees, but rather a determinatlion to push
ahead In both the econoaic and military
programs,

B. Outlock for the Military Establishment

7). Communist China's military capability
will mlmost certainly continue o grow over
the next five years. The transition to more
modern weapons will continue.  However, the
rate of modeinization will be moderate be-
cause of the demands of the owar-all ecanomle
deovclopment program on Communist Ching's
resourees and the limited pool of trained tech-
nleal personnel. The ground forces will be
better equipped and trained, although thelr
numbers will probably remaln aboul the same
as they are today. The ground forces will be
supplemented by a large organized reserve de-
veloped as a result of conseription and militia
programs,, The concept of the mass army will
probably still prevail, but modernization will
have led to improvements in tactles and tech-

T2. The offensive and delensive capabilitles
of the air forces wdll probably have Improved
eonsiderably by 1964, Both the alr foree and
the naval alr arm will hove more advonced
alreraft (probably Inelnding some jet me-
divm bombers), weapons, and electronis
cquipment, and a backlog of quallfied air crew
members and groumd techniclans by that
time. There will probably be considerable

progress i deweloping an afl-weather fighter
capabilily, and Communist China’s alr de-

g
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fense system will have become substantially
more diffieult to penetrate. By 1904, the com-

* bined air forces (CCAF-CCNAF) will prob-

ably have aboul 3,700 aircraft oporational.
{about 2,100 jet), an increase of aboul T0O.

The Chinesc Communitt Navy will Increase in -
size and improve its capabilities especlaily for
long-range submarine operations and coastal

.defense. The navy. now largely concentrated
. morth of the Taiwan Strail, will probably be

deployed more evenly along the China coast,
Including smali unlis In the Talwan Strait.

73. Dovelopment of the munitions indusiry
will receive considerable emphasis over the
next five years, and we believe that there will
be substantial growth in Communist China's
cppabliity to assemble or produce complex
military  equipment, However, Communist.
China will continve to be heavily dependent
wport the Soviet Unfon. Communist China
will probably expand considerably its present
limited efforts in basic research and develop-
ment, but will remain heavily dependent upon
the Soviets for techrologleal assistance.'

T4. Missiles and Nuclear Weapona." Comimiu-
nist China almost cortoinly desires to develop

‘an independent nuclear weapens capability,

and probably has Initlated a weapons develop-
ment program. However, Communist China -
will almost certainly not have developed a
nuclear weapons production eapability of its
own by 1063, . '

75. Comnmunist China probably ﬁill not have
developed a significant native guided missile
program during the period of this estimate.

“8ec Appenidix 11; Chincse Communlat Seclence
and Technology.

“Bpe Blno-Boviel apcllon, parngraphs B3-84, for o
discussion of: fa) Chinee Communlat abd Sovlet
atlitades wiih reapect to Chinese Commanist
pequlsition of o nuclear weapons capahbliity, and
th1 Uhe prospecta of 1he Boviets glving Commu-
nist China nuclear weapans of etalloning thelr -
own en Commundst Chingse ierritery,

COMIE 100-2-58. “Developrment of Nuoclesr Capa-
billties by Fourth Countries: Likelihood and
Comapruenzes.” dated 1 July 1588, estimalea
iparagraph 751 that Coammmuniat China, with =~
some Soviel support, “will probably develop A
anspll Endependent nuclear wonpon capabllity
within the nexi 10 vears™
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The USSR will probalily provide, or assist the
Chinese Communisis Lo produce, relatively un-
sophisticated missiles. During the period of
this estlmate, Chinese Communisi forces will
probably have one or more of the following
typees of misslles of Soviet design: surface-to-
alr, mir-to-alr, nir-to-surface, nlmri-rlnn! sur-
face-to-surface.

T6. We belleve Lhe chances are better thon
oven Lhat an attempt will be made o launch
un _carth satsllite from Chinese Communist
Lerritory during the periou of this estimate,
Chinese Communist " have Indl-
caled such an Intention, and Moscow and
Feiping probably belleve that eonsiderable
political and propapanda galn would accrue
from such an exploil. Any launching from
Communist China will be the direct resull of
Boviet participation. With Soviet equipment
and  guidance throughoul the project, the
Chinese Communists eould probably launch
an carth zatellite in aboul one of Lwo years
after initlatlon of the project. The USER
ltzedf has the capability, with about =ix
months preparatlion, to place an cnrth salel-
lite i orbit from Chinese Communist terrl-
tory. ‘There is as yet no firm evidence of the
initlation of any such projects.

¥l. !.E-LA‘I'ICINS WITH THE COAMUMNST ﬂlﬂ\:.

T7. The Sino-Soviced Parinership. The 10

years of allance with Moscow has brought .

Communlist China conslderable gain: Soviet
support has affarded it protection and enabled
It Lo become the strongest indlgenous power
in the Far East,  In many aspeets of the rela-
tionship, Communisl China over the past sov-
crol years has cmeorged a8 & nearly-equal
partner of the USSE wit . . ¢ Communist
world. The prepomdale. o oathee 15 5t in
Moscow, but thiz appears Lo operate through
discuzsion and persussion rather (han by

cxerelse of sutherity or canteol. The foun-
datbonis of Pelping's alllance with the USSR

remalin Arm: i shares with Moscow a com-
mon ldeolopy, & common cncmy, a mutual
dependenes, and, almost certainly, o mulual
realization of Lthe grove conscquences which
a collnpso of the alliance would have for Lthemn
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an: for world communism. This interde-
pendence continues to mark many of the
pnrh:.luﬂ‘. Lhe two countries.

78. However, pgreement on basle Issucs has
not prevented Lhe growth of divergent outs
looks and inlerests as a decade’s Lime has
brought change in the conlext of Lhe Sino-
Soviet relationship. Communist China's in-
terests, activilies, and ambitions have become -
worldwide. There has been continuity and -
cohesion in CCP leadership durlnp the decade,
considerable wpheaval in that of the Commu-
nist Party of the Soviet Union (CPEU). A
*:'ain thaw has occucred in Soviet society
suice the death of Stalln, while the Chinese

" Communist outlook In the past two years has

becorne even more rigld. The post-Stolin .
USSR has employed o broader and more flex-
Ible range of tactics in dealing with the West.

T0. Over the past three years there have been
various differences botween Communist Chinag
and the USSR concerning de-Stalinization,
Boviet. “great power chauvinism,” various
poinis of Communilst doctrine, and the degree
of risk to run in dealing with Lhe West.
Siralns were especially pronounced o the
post  year's unprecedented sharpness and

frenkness of Chinese Communist ldeological
assertiveness—and of Sovict displeasure—con-

cermning communes and Lhe best paths to com-
munism. Some ol these diflerences have.
probably becn resolved and some papered
over, but the Moscow-Peiping relatlonship is
becoming increasingly complex and the ree-

onciliation of interests probably more difficult. .~

80. Prospects. Conscquently, we believe that
differences of vicw botween Moscow and Pel-

ping are more likely to grow Lhan Lo diminish
over Lhe next few years, We also believe that
while Moscow welcomes Communist China's
Increasing contribulion to Bioe strenglh, it will
became inereasingly concerned over the long-
range Implications of Communist China's
growlng povwer, It is probable that the proe-
oas of reconciling differences between the two
will involve more compromiscs on Lthe part of
Lhe USER than In the past.  Neverlheless, the
Sino-Sovicl clliance will almeost certainly re-
main firmly uniled againat Lhe West, with the
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USSR releining Its senior position in the alll-
ance, - '

81. A number of differcnees will probably arlse
during the period of this estimate from Lhe
graeral guestion of Communist China’s Influ-
ence s on ldeologleal and political foree
within the Bloc. We do not feel, thal Chlnese
Communist leadership will attempt to make
Mao's docirines, or China, uppirmost in the
Bloc. Nor do we belleve it likely that the Chl-
nese Communists will atlempt lo take sides
In any disputes within Sovict leadership.
But, regardless of any design on the part of
the CCP, Communlst China is emerging as a
rival eenter of Communlst kdeclogy, and frie-
tions will almost cerlalnly accompany its
further growth of sirength and self-confl-
dence. .

B2. Disapgreements will probably arise out of
the differing internal requirements and poll-
cles of the USSR and Communist China, The
very fact of Chinese depariure [rom estab-
lished Soviet patterns will have the effect of
diluting the authorily and exclusiveness of
Bovict lendership. Any accompanying Chi-
nese Communist assertivencss will aggravate
the situatlon. And any Chinese Communizt
success 'will make it even worse. The com-
munes maoy conilnue to be an important
source of such diMculties, even though the
past year's [rictions on this score appear
have diminished. ,

83, We believe Lhat nuchear mpn.mquuunm.
will constitute one of the most difficult arens

for Sino-Sovlet reconciliation of Interests.
Prootems concerning Sovlet release of misslea

and nuclear weapons, and of the amount and
kind of Sovick assistonce In Communisl

China's misslle and nusiear weapons rescarch
and development programs will be issues of
considerable delleacy and hard bargalning.

84. We believe that Sovict and Chincse Com-
munist interests with respect to nuclear weap-
nns are In some degree Incompnlible. “The
U4HR Ia almost cerlainly reluctant io sce the
Chinese Communists acquire nuclear weap-
ons under their own conilrol. The Soviels
probably consider that o Chinese Communist
nuclear weapons capability s unnecessary,

BEC

since the Soviets almost certainly rely chiclly
on thelr own capabilities to deter ihe US
from using nuclear weapons in the Far East. -
Mareover, Lhe SBoviels probably also [ear that
If the Chlacse Communists were Lo atlnin cven
a Vmited nuclenr weapons capabllity, they

mighl—by design or miscalculativn—slart a .

nuclear conflict in the For East which would
involve the US. Depending on the course of
this ennfliet, the Boviol Jeaders mizht be con-
[ronted with e dilemma of wlhether Lo eome
to Communist China's assislance al the risk
of general war with the US, or to stand by
while the Peiplng regime was gravely sct back
or even destroyed.” The Soviels probably con-
stder that a substaniial Chinese Communist
nucledt weapons cnpubllity would - delract
from Hovlet leadership of the Bloe. Finally,
they may even consider Lhat such a capability
might, over the long-run, constitute & threat
to the USSR itsell.

BS. For its part, Communist China almost
certainty wants nuclear weapons and recog-
nizes that ils chances of deweloping & pro-
duction capabillty would be seriously impaired
il & test ban ogrecment should be repched,
Peiping has echoed the Soviet propaganda
position on the nueclear tost ban question, but- -
has o far refralned from discussing whebher'
or not It would join an agreement and permit
the establishment of Inspecllon facilitics on
its territory. If agreement on o lest ban
eventuates, Pelping might be unwilling to ad- .
here, However, Pelping would probably ac-
cede Lo Soviet pressure fo joln, especially. il
in return It could obtain greater international
recognition from the West and possibly some
additional Seviotl nsslstance Lo compensake
for Communist China’s Inbliity to condoct
nuclear tests. MNelther Moscow nor Peiplng
haz viporously pushed the proposal for an -
Aslan atom-free zone, revived by Khrushchev
In early 108D.. Perhaps both parlners now
regard Lthe proposal primardly as a propa.
ganda gambit against the Weat.

BB. There I3 no rellable evidence regarding
the presence of nuelear weapens in Commu-
nist China. We beliove i1 highly unlikcly
that the Sovielz hove transferred nuecloar
weapans 10 Chinese Communist conbrol. I3
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Is possible, howewer, Lhat Lhey have provided
the Chinese Communisis with some aurface-
lo-surface missiles—adaptable (o nuclear use
and of sulfwient renge to reach Talwan. It
is even poaslbie that noclear warheads for
those misslles may be statloned on Chinese
‘Communist territocy, but I so Lthey ane almost
certalnly In Boviel cuslody. In any cvenl,
untess barred by an elleclive Internatioial
ugrecment, nuelear weapons ure likely to be
stationed In Communlst Chine  within the

_period of thls estimate, although almastl cer-

tainly under SBoviet custody.

B7. There will probably also be lmportani
differences In Sino-Soviet views concerning
the West. The Chinese Communisis may
uszess Weslern power less reallstically than
the USSR because of their Inexpericnce In
modern weaponry, a seemingly stronger doc-

irinal motivation to push world revolution,

frustration al not making dramatic foreign
. pellcy pains, and the fact that they have not
tonfconted the West in lts principal theaters
ol pmnrer. ('.'ltl'.lvl-lﬂill.lH‘II.IJ"i GoCRslons may arksc
where Pelping may be prone Lo push higher
risk palicies than Moscow might feel prudent.
In addition, the Chinese Communists’ an-
togponism loward the US may remaln more
intetise Lthan the Soviels', and Peiping may
have more doubls than Moscow that a war
with the West can be avolded. The Chinese
Communists may [eel that, under certain cir-
cumsiances, a Soviet delente with the West
would be damaging Lo Pelping’s Inlerests,

88. Other diffcrences will probably also be
prescenl,  Wilh t to pconomlc relations,

the Soviets may be irked by thoe necessity 1o

pul up with Chinese delays and confusion In
repayment and Lo accepl some Chinese ponds
of llmited utllity in exchange for capital poods

in short supply in the USSR. The Chinese

Communlsts may be dizssatisfled at the foflure
of the USSR to grant additional credits,
Some rivalry Letween the Soviets and the
Chinese Communists may develop in thelr
cennomic offonsive In the underdeveloped
counlrics. We do not anticipate thal [rie-
Limiis of much consequenece will develop con-
eerning respeetive Chinese nnd Soviet rolea In
ithe Chinese-Mongollan-Korean  borderinnds,
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uwr puldance to Communlst parlics in Lhe
underdeveloped world. Mao's death might

lessen the CCP's stalus, but would probably

not significantly change Sino-Soviel relations.

g9, We believe that Communist China will -
attain on inercasing Influence on gencral
Bloe polley and Communist kdeology over the
nexl severnl yewrs, To e oxtent ihat it .
fears the emergence of an actual rlval, Mos-.
cow wlll allemps eautlously to minimize Pel-
ping's Influenece within the Bloe, On Com-
munist China's skde, predual reduction of
dependence on the Soviet Union will give the
Chinese more freedom of actlon. Moreover, .
Peiplng's asssrtiveness in international aflairs
will probably continue and its outlook will
probably remain mare revolulionary than
Moscow's. Howewer, both partners will un-
doubtedly recognize that thelr problems are
the inevitable consequence af the alliance it-
self and that there ls no feasible alternative
to maintalning the alllance in essentially ils

_presont form.  Ower the next five years. thene-

fore, the maln effect of these differences will
be an increasing need for the two countries to
make accommodations to each other In policy
maotters, not & weakening nI the alllance
Ikself

Vil. RELATIONS WITH THE MOM-COMMUMIST -
© WORLD

A, Major Trends

80, The Tibetan rewall and the consequent
quarrel with India, Peiping's rmdical domestic
programs, Lhe Talwan Strait crisls, and the
rupture in relatlons with Japan have had the
cumulative effect, partieularly In Asin, of
tarnishing the carefully cultivated imoage of
Communlst China as a. praceful, reasonabie,
and tolerant nation. Throughout Asia there
is Increased apprchenslon af Communist
Chine's strength and intentions, atd much
of the admiration and sympathy which it en-
joved has beent lost. Az a result, the Chinese
Communisis are now more clrcumscribed in
pursiting thete forelgn palley objectives, nnd
musl rely o & greater extent upon Lhreats,
intimidation, and fear.
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41. The shift toa more truculent and militant

foreign polley in 1858 seems Lo have been |
based upon & mixiure of confldence, irapa-.

tience, and miscaleulation. The confdence
.af the Chincse Communist leaders probabiy
was based in part upon a belief that the West
was seriously divided in Asia and generally
out of tune with the trend of events in the
area. More lmportanily, they had pained
confidence from recent Soviet advabees in
science and weapons technology and from
their belief that the Bloc was rapidly overtak-
ing the West in cconomie strenglh.  Their im-
patience probably stemmed from dissatlsfac-
tion with the lack of tangible foreign paolicy
rewards which Communist Chinas leaders
apparently believed were due thelr country.
They probably also kbelleved that the Bloc's
political pains In recent years had not kept
pace with the marked improvement in jts
power position. This assessment might well
have led the Chinese Communist leaders to
a bellef that an increased expioitation of this
power, even I it were not actually employed,
would further Communist China’s forelgn
palicy objeclives. ) )

82. Communist China's leaders seem to poorly
interpret the developments and trends in the
non-Communist world, Thelr views are cir-
cumscribed by Communist dogma end by the
fact that very few of them have lived or #ven
traveled cutside of ihe Bloc. Most Chinese
who have had extensive contact with the West
‘arc gencrally suspect or lack influence In for-
cign policy. The Chinese Communist leaders
probably miscalculated Chinese Natlonalist
(GRC) morale and capabilities and the prob-
able US-GRC response 1o thelr military pres-
sures In the Talwan Strail. They also appear
. to have been surprised and disappointed at
world reactions. They probably misjudged
how the Japaness Qovernment and publie
would react Lo Lheir efforis to use trade as a
plitieal weapon, and how the Indien Govern-
ment and public would respond lo Peiping's
attack: on Indla over the Tibet |sspe. They
appuar also to have overcstimated the extent
of the animosity of the ex-colonlal eountries
ioward the Westorm Powers.,
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#3. Communist China continoes to view the
US presence in Asia as the principal obstacle
to its own ambitions. Censequently, Pel-
ping's forelgn policy is directed mainly toward
wepkening the position and influence of the
US in the area. The Chinese Communisis
appear to believe that US political, economie,
and military strenpth is overextended and
that frequent opportunities to exploit vulner-
able points In the US position will arise of
can be created. Despite occasional protesia.
tions of & desire for friendly relations, their
overwhelming antagonism toward the US has
ied the Chinese Communists to place the US
oulside the pale of “pencelul coexistence™ ex-
cepl on terms thot would require a US with-
drawal from Asia. This attitude, in addition
to its dramatic manifestation during the ofl-
shore islands crisis, hod betn & mMajor -motif
In most of Pelping’s recent foreign policy
maves. :

84. The ediminalion of the GRC also remains
a high priority objective. Peiping’s attitude is
based on & bellel that the continued existence -
of the GQRC constitules o national affront
and a potential threat, hampers the expansion
of Pelping’s International influence, and is the
main symbol of US determination to resisk
Peiping's advance In Asia. The Chinese Com-
munists probably caleulate that the short-run
prospects for eliminating the GRC are less
than they had estimated  before last year's
crizls in the Talwan Btrail: While they un-
doubtedly hope that their negotiation offers
and thelr propaganda will have an unsetting -
effect within the GRC and an GRC-US rela-
tions, it s unlikely thal they expect major
immediate pains from thess political moves
They probably view their leng-term prospects
with more hopefulness, probably . stimating
that there will be & delerioration of the GRC's
international position, some change in US
policy, or an internal collapse of the GRC.

‘95, In the Asian area, Communist China secks

to play Lo advantapge Lthe ideas of common
Asian identity and common problems result-
ing from Weslern colonial imperlalism. How-

ever, Peiping foces scrious problems in Lhe -

area, and Lhe goins b has achleved during
the past year were probably more Lthan bal-
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mhved by the sulbacks. Peiping's problems are
largely due to the growkng diMeuity of simul-
tancously playlng the dual roles of a peaceful,
friendly Aslan neighbor ready Lo lend a help-
ing hand, and of an ambitious, powerful Com-
munist nation.

06. Probably the most significant recent devel-
opments in Pelping's relatlons with Aslon
Scountries convern Indla ond Japan. There
has bech n conddderalile conting of Bine-Indlan
relations over Lhe post year or bwo as o result
of divergencics in the oullook and Interests
of Lhe (wo countrles. These- relations have
‘been badly strained by
Although the Chincse Communist leaders un-
doubledly hope that India will continue to
st s influcnee Lo promote wider Interna-
UHonal acceplanet of Communist China, the
imporiance they atlach to the altlitudes of
Indian ieaders scems to bo decreasing.

07. Japan is clearly one of Lhe Bloc's major
political largets. Peiping views a prosperous
and democralle Japan aligned with the West
a5 a rival economic and polltical power and
as the pringipal base of the US military pres-
ence in Asin. These eonsiderations, along with
sensitivity over Japan's thes with the GRC and
a misjudgment of Japanesc attitudes, were
probably responsible for Pelpings decision to
break with Japan over trade matters in 1958,
The Chinese Communist leaders apparently
are willing to.sacrifice pessible short-run pains
In pursuilt of their major goals of weakcning
Japan's nllgnment with the US. ‘They appear
to be secking the downfall of the Kishl admin-
istration by playing upon the lssues of trade
with the mainland; Japancse sensitivily to
nuclear weapons, rearmament, and war; and
fear of domination by the US, In this effort,
Pelping Is assisled by the activities of the Jap-
ancse Communist and Soeinlist Pariies and
various Japanese pence ard fricndship fronts.

28, Pelping fs also attempling to Increnso its
intluence  throughout the underdeveloped
areax. During the post year, Communist
China has expanded lis propaganda, economie,
and cultural activities in the Middie East and
Africa. 1t galnod recognition from Irag, Mo-
roceo, and Sudan,” and i recognized and
aprend o extend - some military ald Lo the

8
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Algerlan Provislonel Government. Allhough
no Latin Amerlean country recognlies Com-
muonist China, Pelplng’s trade and cul-
tural contacts and subversive activity in that
area liave incrensed sharply. In addltlon, the
Chinese Communisls appear to have acquired
an Increased role in the puldance of the Latin
American Communist partics,

B. Probabls Developments

89. Communist China‘s foreign policy appears
to have become more seber and defensive as
& result of the sctbacks of Lthe past year, Nevs
ertheless, the (Chinese Communist leaders
probably view the future with considerable
confidence and oplimism. We believe that

there will continue to be frequent manifesta-

tions of Chinese Communist impatichee to

emerge as an acknowledged major power, We

belleve Lthat the Chinese Communlsts will seck
to gain this objective principally by political

and subversive means. They will also continue

thelr trade and aid offensive, but this effort

will probably remain restricted and sclective

because of ecotiomle limitations. However, the

emphasiz on nonmilitary means will not pre

clude the use of force to exploit some tarpet

of apportunity or to respond te sorme situation )
which they might interpret as a serious threat
to their position in Asia.

100. Communlst China has profited from the
antagonism between many of the former colo-
nial countries of Asia and the West. However,
Ch'na’s leaders are finding it Increasingly dim.
cult to capitallze upon the nationalistic move-
ments in the area and to camouflage the di-

" Cammunist Chinas Economic Ald Cammitments
Lo Free Workd Countrics, 1854 to 1 January 1958
iin milicn VB dallars), :

Extended Ulllzed
Grants Lasfma  Tolals  Tolal
Barma 42 42
Cambodin 2 m RS
Cexlon 158 10.5 23
- Emypt 4.7 4.1 7
Indoricaln * 8.0 8.8 8.9
Nepal 128 . 128 43
Yemen 183 163
TOTALE  ®11 570 1108 443

*Bhee 1 Januncy 1999, Indatesin has provislanatly
nesdpbed & Chinese Cemmunixl offer of an addi-
thrnal B30 mllllon longs, s
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vergent Interests of Asian naflonalism and of
communism, In this situation, the Chinese
Communists may, in some Instances, pradu-
ally place less emphasls on maintaining good
relatlons with the governments and leaders
now In power and more emphaals upon en-
cournging left wing or Communist movemonta,
While the “peacelul coexistence” line may be
played down, Peiping 13 not Hkely to reverse
abruptly its policles toward neutrallst coun-
trics and it will attempt Lo repalr the damape

to Its relations with Lhese countries, particu- _

larly India.

101. Pelping will probably not change sub- -

atantially ils adomant position toward the
present Japanese Government, unless the
latter mokes some major concession, such as
diplomatic recognition. The Chinese Commu-
nists probably regard the Korean unification
Issue as relatively static. We belleve that they
will continue Lo reject Western proposals con-
cerning Horea, but will probably not initlate,
directly or indirestly, major military action
against South Korea, Communist China's
relations with Indonesia have Improved in the
Inat two years, larpely 58 & result of offers of
ald and exploitation of Indoneslan suspicions
of the US and the GRC aroused by the Indo-
nesian rebeltion.  Peiping will probably con-
Hnue these lUnes of aclion, Howewver, If the
Indoncsian Government makes serfous cfforts
to curb the Influchce and activities of the
Indonesian Communists, Pelping might place
less emphasis on maintaining cordial relations
with the Indonesian Government and more on
support af Lthe lecal Communist movement.

102, There Is litLle likelihood of any significant
change In Chinese Communist attitude mnd
policy toward the US. In view of the US de-
fense commilment, Pelping will probably not
oitempl Lo seite by lorce Talwan or the Peng-
hus. - On the other hand the Chinese Commu-
nists will almost cortainly not let the situation
in the Talwan Stralt area remain qulescent
indefinitely. An invasion of the major affshore
lslands 18 unilkely, at least during the next
year or so, unless Peiplng comes Lo belleve
that U8 determinalion Lo help the GRC defend
the izlands hos weakened, The Chinesa Com-
munlsts will probably continue sporadie mill-
Lury pressurcs in Lhe arca, such asz shellings

ssort
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and occasional naval and air sorties. The
chances of some kind of major military prob-
ings In the Taiwan Strait area Lo test U3
Intentions will increase ms Lime passes, An
attack apninst one or more of the smaller
Nallonalist-held Islands i3 posalble al any
Lime.

103. Pelping 15 currently charging that in
Asla the US Is concentrating its “aggressjve”
efforts In Lacs, Cambodls, and Vietnam, and
may demand further International considera-
tion of the 1854 Geneva Accords on Indochina,
Laotian ection against pro-Communist groups.
and the Lao Government's more open align-
ment with the US hove prompled the Chinoss
Communists o moke threatening stalements
and to demand the resumption of Interna-
thonal Control Commission (ICC) activities in
Lacs, Pelplng and Hanod will continue their
political pressure on Laos and might take
rnore forcelul action, such as military pressure
an the borders and reinstituting puerrille
warfare by the Communists in Laos, if they
thought Lhelr assets in Laos were seriously
threalened. | Pelping undoubledly vlews with
salisfactlon the foothold it has pgalned in
Cambaodin as a result of {ts ald program, Cam-
bodian recognition of Pelping in 1958, and the
recent exploitation of Cambodia's disputes
with Vistnam and Thailand. ‘The Chinecse
Communists propably plan to continue their
present tactles in an altempt to consolidate
and expand these pains.

104. The Chincse Communists probably do not
foresee any satlsfactory short-term solution to -
the Vietnam unification problem, but for prop-

-aganda purposes will keep it alive. They will

continue Lo strenccthen North Vietnam, and to
encourage the | wth Vietnamese to expand
thelr subwersive «apabliitles [n the south, If
the dispute wilh .-outh Vietnam over the Para.
cels flares up A in, Pelping may use foree In
that area Lo axs ri its clalm to sovercipnty.

Will. COMMUMIGT CHINA TN 1953

105. Communi= China In 1963 will have ex.
perlenced nove' v difflcult five years and will
L bo Foced 1+ vast number of problems, but
‘will almost 1. 1inly be Communist, powerful,
and hostile to e US, The enforced pace and
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austerity will have caused considerable public
disalTection and occasional local uprisings,
which In turm will hove caused Lhe regime Lo
modify cerlaln of IS programs and pressures.
Nevertheless, the CCP will probably have been
reasonably successiui n its efforts Lo discipline
the natlonal energies and to achleve o sub-
stantinl rate of economic prowth: the coms
munitl organization of soclety and Lhe foreed
lempo of industrialization will probably have
Auccredied woll crnuply Lo have beeome Nxoed
feutures of life. Educatbon, sclence, and Lech-
nolopy will have made considerable progress,

However, In splte of Communist China's

echlevements, |ty national power will remaln
far less than that of the US or the USSR.

108, Communist China’s International stature
will ‘have grown, and pressures will have in-

SE

crensed for mdmission of Communist China
into the UN and fnto other inlernational or-
aanlsations, However, Communist China's
truculence and xenophobla will probably eon.
tinue to hold It somewhal more apart than the
rest of the Bloe from Lhe world, and non-Com-

. munist Asians will almost certainly have a

grember fenr of Communist Chinn (han now
exlsts.  Communist China's alliznee with the

USSR will not be basically weakened, but there

I# m pood charee thal o cautlous Soviel wlly
will protnbdy bokh be resiraining Pelplng’s for-
elpn polley assertivencss and Umiting 1ts sup-
port of Pelplng's offorts o acquire an inde-
pendent nuclear weapon capability. Commu-

" nist China may be anxlous tc throw its weight

around, and could constitute & ehronke threat
to peace., '




AFPENDIX |

THE CHINESE COMMUNIST ARMED FORCES

A, Ground an.l"

I. During 1658 the Chiness Communists con-
tinuwed to improve thelr ground forces, through
reorpanization and modernization, and
through improved training and palitical in-
doctrination. The reorganization programs
have continued the trend which began In 1954
to Increase supply and supply faclities wilh-
in tactical units and in administrative head-
giiarters. The transition to newer weapons
has also continued. B

2. Over the past year several programs were
introduced which were intended to raise the
level of military proficiency in the cofficer

corps, to Lghten the bonds between officers |

and enlisted men, and to ensure thorough po-
ltleal indoctrination, particularly of those of-
fAcers who have tended to regard themselves
first as military men and only secondarlly as
Communists, The long-term result will be &
corps of officers beller qualified professionally
and probably more reliahle pelitically,

3. Although no fgures have been announced,
It I3 believed that something less than 800,000
fmen In the 18-20 age group weré called into
military service this year under the conscrip-
tion program. The majority of this group
protably were 18 years old and, a3 In previous
years, over 80 percent are probably destined
for the ground [orces.

4. The militla program was piven greal fm-
polus during the Talwan Stralt crisis of 1858
and the concurrent lnatitution of the com-
mune system. Under the slogan, "Everyone s

”* Beq Table, page 37.
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Saldler,” millons jolned Lhe militia, whose .
total strength s claimed by the Communists
to comprise a third of Communist Chinn's
880,000,000 population. However, we belleve
that only a small percentage of this vast nuin-
ber has recelved actual military tralning, and
even fewer are armed. Probably about
30,000,000 have underpone same rudimentary
military training. The backbane of the mil-
itin consists of some 7 000,000 ex-servicemen.
Otherwise, It Is an amorphous paramilitary
organization, consisting largely of uneducated
peasants. It does not contribute immediately
to the offensive potential of the Chinese Com-
munist armed forces. It iz capable, however,
of alding the armed forces and securily police
In the maintenance of internal security and
also provides a pool of organized and partially
trained personilel capable of being absorbed
quizkly Into the armed farces. '

5 The armed forces Inerensed -thelr “volun-

_tary Iabor” program during 1958, and “do-

nated"” over 50 milllon man days n support af
the nation's agricuitural and Industrial pro-
ductfon. This fgurs |z well over {wice the
number of days donated by the armed forces
In 1857. The 1850 program calls for one or
two months labor annually by each military
unit, in which every nfficer and soldler Is to
participate, - A consldorable portion of mili-
tary service = now belng spent in political
Indoctrination, voluntary labor, and other pro-
grams not designed to improve military skills,
but auch programs arc coordinated with mill-
tary training and do not inlerfere serlously
with the over-all tralning program.
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THE CHINESE COMMUNIST QROUND FORCES

Units Estimated Strength -
2,648,000 Total *
Armies ' - . 21 (48,000
14 @ 44,000
1 @ 21,000
Divisions : .
| Infantry : T L _ 83 @ 15,000
. . 51 g 8,000
: . : 14,000
3 Infantry Regiments '
1 Arilllery Regiment
24 light and medium feld artillery pieces
12 medinm mortars
1 AA battalion :
12 light AA pleces
12 AA machine guns
1 AT bntiallon
12x 57/T0-mm AT puns
" 1 tank-assault gun regiment*
32 medium tanks
12 self-propelled assault guns '
- Armored - ' 8,800 each
B0 medium tanks
10 heavy tanks
8 scll-propelicd guns ' )
© Alrborme 1 {possivly 3 %) 7,000 each
Cavalry ar 5,000 each
- Fleld Artillery 14 : 5,500 each
© 108 pleces up to 152-mm ) o
. Rocket Launcher : 2 . - 3,300 each
T2 x 132-mm multiple rocket launchers '
Antitank R 3 . 3400 each
Ba AT pguns _ :
Antlalreralt g , 14 4,000
1 g* B4 light and medlum guns 5@ 2800
_ 5@ 52 lght and medium guna
. Publle Sccurity ) B | 7,000 each
TOTAL NUMBER OF DIVISIONS 185

*Figure Incledes support ond miscellaneous elementa not shewn In this Table, .

“Ta date &1 of the 114 Infantry divinlons are belleved to have the tank-aenult gun regiment. (In addi-
ton., the pround forces are belleved to Include & number of publle securlty and artillery diviMons mot
¥ob ldentifled, nnd approximately B84 Independent reglmeonts Incleding artilery, cavnlry, tank, enginest,
miar bronspart, and pablle secucity b ) ] )

" Counted for purpeacs of comparison or mensurement of lne division strength, we canslder, on Lhiz
basls, thot the Chinese Communista have an esilmated total of 123 combnt divisons.

SEC
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B. Air Forces

fi. The Chinese Communist Alr Foree (CCAF)
and Lhe Chinese Communlst Noval Alr Force
(CCHNAF) topelber are estimaled o have
-about 87,000 porsonnel nnd 3,070 alecendt of
‘all Lypes in opersticnnl units, including 2,380
jetas Thelr equipment, Umining and de-

piwyment are orleniled oward alr defense aned

tactical support operations. The alr forces
are organized into bomber, fighter, attack.
and transport unils, and operate from a large
cormplex of alr bases which would permit the
lsunching af atlacks from many points along
Communist Chinaa borders, While thelr
Nyghiter unils hnve al present only o lmited of-
fensive and defenaive. eapabllity aa demon-
struted by Lhe recent Tolwan Birall crisls,
the Chinese Communist Awr Forces continue to
present a significant alr threat in Asla.

T. Alr Interception capabtilty s limited by
pour pilot technlques, by & shorlage of ade-
guate GCI rodars and alrborne Intercepl

‘equipment, and by only fair standards in’

ground controlled interception procedures,
The Talwan Strait crisis polnted op a number
of scrlous weaknesses In Chinese Communist
Ognter units. They were shown o lock ag-
gresslveness, alr discipline, and organization.
In evmbal, they consistently folled Lo exbract
maximum performance from their alreraft
ond displayed faully range eslimation and
uncoordinated conlrol movements which re-
sulted In poor gunnery, Fighler capabilities
are also lmited by the fact that the CCAF at
present possesses only about 80 all-wealner

-

" Preacnt CCAF-CONAP tatal alretaft Inventory i
ns follows;

Oporallanal

Jet Flhter 1.TTd
Finten Fighler 35
Jel Light Boamber ) LE]
Plabon Light BomberTnelbenls

Attnek - , 35
Land DBased ASW s
Phatng Modhion Domber a0
Flatnn Transpork Lk
Jel Trolneis ) 140
OLher Piston 203

TOTAL amo:e

*In petditen there nee nbout 1408 aireralt in non-
nperntional sintus: trajning, siorage, or obso-
irseont, :

3K

Mghters (FRESCD D ond Ej wsnd In beljeved
to have & very limited capnbifity Inatl-sweather
aperationt.  We belleve that sone MIG-10'
have recently Leen plven the Chinese Come
munlsts, The abitits of the CCAF Lo support
ground oporalions |z not known bul o capki-
bility s probably belng developed 1.I1ruug:h o
erutlonal trnlnlig.

8. The Chinese Communist AC&EW rudar neti-
wark gemcrally follows the patlern of ihe So-
viet system, i3 inlegrated Into it, and seives s
an extension of this network. Tho greatost
density -of deployment s along the coaslat
arca, with coverage exlending Inland In s
arcas ns for oA 300 miles. The rodor cqulp-
ment In the network Includes Soviel, nollve
Chinese Communist, and Lypes which are be-
Heved to be modifled andsor Improved from
eriginal %World War II US and Japanese sols
left in Ching, There has been a definite trend
toward higher performance radars both

through Incrensing the performance of the
World War II types, and through Lhe introduc-
tlon of Soviet types and native Chinese Com-
munist =ets, such as CROSS SLOT. These .
higher performance sels now represcnt aboul
helf of the total EW0CI type radars and e
proporiion scema Lo be steadlly Incroasing,
with o marked Incvease in Lhe numbor of
CRO33 BLOTs being noted, ' In terms of de-
tection and trocking, Lthe Chinese Comniunists
are believed to be on a par with the USSR, -
afthougl helghtinding is not as mecurate, in
general, due Lo the very smell number of ac-
ecurate holghtfinder radars known to be In
Communist China, Against mulliple ralds -
and offenzive tactics designed to confuse, the
Chinese Communist AC&W radar network
would probably deteriorate rapldly. While
the OCT eapabdlity is improving. It sUll fails
to match Soviet performance. The Chinpse
Communists are improving steadily and in-
troducing new native egquipment falrly rap-
idly. However, It 15 unlikely that they il
avertnke Lhe Boviels In over-all sysiem per-
fmmance, ailthough the gap will be reduced.

B. Az o rosull of Whe high Josses sufTercd In
the Tnlwnn Strall crisis, Peiplng has taken

sleps to lmprm?e alr farce training thal should
‘resull in on Inereased lewvel of eMicicney. The

T
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sandard of CCAF Lralning hawever, remalnas
well below thal of Chinese Nat.onallst, US, or
Sovlet forees

C. Mavy

10. The princlpal strenpth of the wnin-se
Communlst Navy consists of four destroyers
and 22 submarines.  All of thes, versels, with
the ecxceplion of 10 submarines assemMed
in Communist China, were transferred from
the Soviet Navy during 18954-1955. During
1958, units of the feet were at sea more often
and ‘or longer periods of time than r.reviously,
Indicating & probable increase ir. operaling
effecliveness, .

il. Communist Chinn has a slgnificant naval
shipbullding program with large-scale tech-
nical assistance from the Soviet Unlon. Ini-
tizlly, all component sectlons were prefabri-

cated In the Soviet Union for final assembly -

In Chinese Communist shipyards. Increasing
numbers of parts aré now being prodoced In
China, probably Including plating, stress

T _ 2u

members, plping and wirlng fur huills and
deckhouses, but the Chincse ennlinue lo be
largely dependent on the USSR for most on-
glneering, electronics, and ordnacce COMpd-
nents.  Flve classes of new ship construction,
gll bused on basle Sovlet desipns, have been
Identified. By'far the largest and most im-

‘pottant of these ships ave the “W™ class sub-

murines (88) and the “Riga” class cscort
vessels (DE). Other ldentifled new construes
tion Includes “Kronstadl”™ class submarine
chasers (PC), T-43 class floet mingésweepers
{MSF), and "P-6" class motor torpedo boats
{(FT). In additlon to naval ships, there are
Increasing numbers of oceangoing merchant
wessels being constructed In Communist China.

THE CHINESE COMMUNIST NAVY

Oficers and Men 88,000 including 8000
naval air)
Destroyer 4
Bubmarne 22 .
Patral : 22 dncheling 125 PT.
4 DE, 27 T
Mite Worfore 33 :
Amphibdous b |
T.




* CHINESE COMMUNIST SCIENCE AND TECHNOLOGY

- 1. Communist China's acute shartage of qual-
ifcd scientizts and techniclans is 2 major lim-
itatien In its drive for indusirial and military
milght. The Chineze Communisis attach great
tmportance to sclentifle and technelogical
progress, and in their official doctrines em-
phasize research and devetopment. In 1836,
they announced o 12-year research and de-
velopment plan and have Increased conaid-
crably exch nnfusl bodget allocation in sup-
jport of the Man, Thus far, however, little In-
dependent research haz been done. At thia
slate of development, the time and energy aof
most of Communist China's few gqualifled
scientisls is being devoled to Immediate prac-
tical meeds arising from Communist China's
effort to speed up industrialization, inerease

agricultural productlon, and modernize the

armend [orees.

2. During 1058, thie reglme Indtiated an [n-
tenslve propram to indoctrinate the sclentists
nnd to popularize scicnce.  The regime Is seek-
Ing. to increase its control over the sclentists,
partlcularly thase who are Western trained.
In order to make pariy control of rescarch
more palatable o the sclontists, a few well-
known and respecied scleatistd were made
party members In 1858, To popilarize the
relenee program, the reglme |3 promoling the
establishment of ze-called ressnrch organlia-
Linns at lncal gevernment levels, in communes,
and In small Industrial plants. Recently,
there has been a vast extension of ¢ducatlon
by day. night, spare time, and correspondonce
enyrses.  Innumerable "universitlez™ and “re-
senreh organs" have been set up, but because

. of & shortage of qualified teachers we believe

most, il not all, of these aclivilies are con-
ducted ol & relatively low Lechnleal level.

3. As of mid-1958, out of o total of approxi-
mately 550,000 college graduates in all ficlds,
Communist China had an estimated 260,000 in
sclentific and technical fields. Of these, about
20,000 persons probably are engaged In re-
search activities In Commumist Chinas re-
search establishments and universities. Prob-
ably only about 6,000 nre capable of conduct-
ing research projects, the remainder being
technicians, research assistants, and trainees.
Of these 8,000, only about 1,000 are capable
of planning and carrying out research com-
parable to the quality of work done in the
West. Only about 800 hold sclentific and en-
gineering degrees at the doctorate level, ob-
tained mainly In the US. Inciuded in this to-
ial are over 200 Chinese PhD's who have re-

turned o the mainland from the US and
other western countries since the unmmmut
taKeOvEr.

4, Undergraduate training tm'uulh 1858 was
poor, and despile the expected large increase -
in college graduates, the rate of expansion of
the research force, In terms of well qualified
sclentifc personnel, will not be greal duting
the peried of this cslimate. The Inherease
through 1863 in resenrchers ower and above
the 8,000 prescntly capable of undertaking
research will probably be about 3.000. These
new sclontisis wiil be advanced-degree (Kadn-
didat) level, tralned bath in Communizt China
and In other Bloe countrles. .

T 0




1. The Chinese Communist commune s .a
radical system of reorganizing soclety Into
glant, semlautarkic cells entalling the highest
degree of regimentation of human life that
has been seen In modern times. The com-
11 mune i3 designed to simplify and unify local
administralion and (o provide an efective
means of explolting the labor polential of the

Shao-ch'i sald, an 28 Decemnber 1958: "Every-
body knows that the people’s communes are

no longer simply organizers of production

amang the people. They are organizers of

the life of the people.” .

2. Background of Communalization, The
i agricultural program af the Chinese Commu-
nists has undergone a serles of drastle changes
glnee the regime galned contral of the country
In 1040. The first stage was the viclent cam.-
palgn of land reform, which by 1852 had
Iargely stripped the landlords and the more
well-Lo-do peasants of thelr land and parcelled
it out among the poor peasants, Mutual aid
teamas quickly followed, and the first tentative
moves toward cu-operativization were begun.
Al Mao Tee-tung's dircetion in the summer
of 1055, the movement toward co-operatives
amd “higher en-operatives” {colleclive farms)
begoan, and before the end of 1958 nearly all
ol Lhe peasanls in the country had been swept
into Apricultural Producer’s Co-operatives
{APC's).

3. The APC's were not popular with the peas-
ants nor were Lhey producing sufficlently to
sitisfy Pelping. Im early 1957 A number of
APC’s dissolved and many more showed signs

countryside. As party Vice-Chalrman Liu -

APPENDIX 1Nl

THE CHINESE COMMUNIST COMMUNE

of wanting to follow sult. The party tried
numerous modifications to stabillze the pro-
gram, including a directive in November 1957
to reduce the size of the APC's to about 100
Tamilies each, This, of course, was a move In
exactly the opposite direction from that which
was to be fellowed In the commune program
just nine months later, ' :

4 Aza somewhat parallel development, there

were also n few state farms in operation in
which the Iand was owned by the state and
Lhe peasants were wage-snrning employeés,
As late as February 1058, Chinese Communist
propaganda was still referring to the state
farm as the highest form of agricultural or-
ganization. This situation also was reversed
by the August 1958 announcement on com-

. munes, which profTered the commune s the

ideal and ultimate form of organization.
Thus the idea of the communes, which began
to take shape In early 1958 ard became the
officlal and universal policy In August, con-
stituted a decided change in the party line.

5. The Form and Functioning of the Com-
mune. Although 89 pereont 9f the peasantry
was reportedly herded inte communcs by
November 1958, a number of modifeations af
the program have since occurred. The Arst
big changes came when the movement was
barely four months oid. Varled and wide-
spread problems, including serious peasant
diseontent, hod resuiled fram the rapld intro-
ductlon of the communes in extreme form. .
To deal with these proklems a plenary scssion
of the Central Commilice of the Chinese Com-
munist Parly met, and on 10 December isausd

ET 32




B}z(‘r

# dircelive modifying the harsher practices
of Lhe communes, ot least temporarily, in an
dpparent oilempl o lessen peasant discon-

lent. and encourage preater productivity,

FParlly In response to Soviel objeclions, the

directive also reduced some of ‘the theoretical

claims which had been made for the system.

Since December a number of olher piecemeal
modiflcations have been made. The baske

outlines of the communal effort continue, but,

as deserlbed below, the movement Is still in a

stale of Nux.

6. In mld-1960 the communc wsually coin-
clded with the township (hslang) boundaries
and Incorporatéd all ef the former APC's of
the area. In the wear or so preceding the
communalizatlon program, there were many
mergers of townships and the number had
been reduced fromm 117,000 lo mboutl 25,000,
The township-sized communes In  Oclober
1558 averapged 4,750 houscholds each. The
economic and adminisirative machinery of the
APC's was complelely amalgamaled with the
political mockinery of the township o form
Lt administratien of the commune,  Thus,
all political, social, and cconomie responsibil-
ity and control i3 lodged In the commune.
This largely climinates the tangle and overlap
of responsibility and authority which formerly
prevailed at the Iocal level.

7. Eventunily, there moy be o move toward
the county (hsicn) as the proper size for Lhe
commune. There were about 2,000 eountles
In October, but there is some gvidence Lhat
these will be merged so that eventually there
will be about 1,000 county-stzed communes
averaging over a half-million members each
and largely self-sufficient exeept for some
heavy industry and products that are re.
4tricted by geography. In & conslderable
number of countics, the township-sized com-
" muncs have been organized into county fed.
cratlons, and in a lesser number of Inslancea
ithey hove been fully inlegrated Into county
COMUMUnCcs.

A Within the commune, the Inbor force Is
arganized along military lines Inlo brigades,
baltalions, companies, and varlous subunils,
Their organized manprower 18 disposed of
under Lhe dircction of the commune chalr-
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~man and the various functional departments
under which the commune is operaled. Work
teams of appropriate size are senl oul to Inbor
in the fAeclds, or on industrial produection, ar
in public works, as the occasion demaiids.
The commune provides labor not onty for s
own projects bul also for such national
projects ns come williln its range.  For cXum-
ple, apparcatly all of the groding amd road-
bed work for the now sccond track of the
Tientstn-Fu-k'ou railrond is being done hy the
communes, each commune building the part
that posses through s territory. Within a
single commune the system of organization
makes It possible o call labor leams off olher
jobs and gquickly concentrate thousands of

- workers upon such a major project.

8. Not only 1= the work hard, but the hours
are long, doys off are few, and cverybody
waorks. The soclal services of the commune
are designed to Inerease the labor power of
the unit. The creches and boarding schools
lor children, the drab communal messes, and
Lthe community housecleaning teams all scrve
to [ree the housewife for productlve work in
the ficlds, mines, and workshops. The
“happy homes™ into which the aged are segre-
gated make it possible for teams of cld Iolks
to put In preductive days doing work within
their physical eapabililies. The school chil-
dren spend a part of the day—or somelimes a
Iull semester--at labor, and even the pre-
schonl tols contribute by spending an houwr
of more per day pulling weeds or swalling
flies. These moves lending to break up the
family have proved to be the most repulsive
&spects of the commanes to many of China's
peazanis and to the overseaz Chinese. The
10 December directive gave tocit recognition
of this reaction in supposcdly banning the
involuntary separation of families.

10. Ev¥cni this exleasive and intensive uliliza-
tion of the available lnbor polenilal has not
been saMcient Lo perform the accumulalion of
Lnaka Lhat the leap forward Imposed upon 1he
communes, Although agricuttural  produc-
tion was acknowledged by the party 1o be
“the central tosk of the people's communcs at
the present time,™ the drive to fulflll stoel
productlon geals and public works projects
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usurped some of the peasant labor urgently
nceded in autuma harvesting and eultivallon
work. Some food crops spoiled in the Aelds
and some collon was not picked on time, and
there were other signs of labor shortage.
Since last autumn, the parly has directed
=il al least 80 percent of commune labor-
power should be reserved for agriculiural pro-
duciion. ‘There has also been o move toward
selting mave realistic productlon goals 2o that
twe prasants can have & hope of fulfilling

11. One of the typical and most controversial
characteristlcs of the commune i what Pel-
ping calls “Iree supply.™ This refers La L
Jraclice of feeding all the members of the

cormune in public messhalls en the princlple

of “to each according to his nced,”  In some
comimuncs obhor goods and services were also
supplecd on Lhis basls. - Concomitently, mone.
Lary wages were corrospondingly  reduced,
This system reputedly introdured the seeds of
purc communism and was loudly heralded by
Priping’s Uhcorcticians.  Apparently, when
the frec supply system wos introduced in
August 1958 the parly leaders believed that
foou production had actually been increased
lo the point where it was possible to provide
a rcasonably ample diet to everyone, which
would have made the system, if not welcome,
ot least acceptable to the people. " As sup-
plles in many communes began to run out
in Uhe spring of 1959, meals became poor and
inlrequent and a heavy onus fell upon the

system. In some communes the messhalls -

were eompletely shut down, perhaps to re-
opcn when the 1050 erops replenished the
supplics. A maore intrinsic weakncss Lhat
rovealed iteell, howover, was that, just as the
Sovlets had earller warned the Chinese, theo
free supply system reduced labor Ineentive.
As carly a3z November 1058, Pelping began
backing off from fts initial emphasis on the
free supply systemn. In recent months, at-
though the namo free supply is retalned, the
comrniines have becn dirceted to Issue meal
lickels on the basis of work performed. Al-
lhnugh the party theoretlelans cannob con.
cede that the seeds of communism proved

sterlle, they are foreed lo admit that they had ©

Iwen planted on l-prepared ground,

ET a4

12. The combined revenue from agrlcultural,
Industrial, and commercial pelivities in the
rural arcas is now colleeted by the communes,
exeept for the recently re-esiablished privale
income from subsidiary occupalions. For
the commune as a whole the following prior-
Ities [or the distribution of income have been
established: & puaranteed share of nel income
for the stale budgel, a sizable common reserve
fund for the commune, and the distribution
of the remaining product to members of Lhe
commune. The common reserve fund is to be
used primarily for the cxpanslon of produc-
tion. The abillty te accumulate large sums
of capital for inveslment in agriculiural, in.
dustrinl, and construction activity Is one of
the main advantages claimed for communes.
Public welfare funds are not lo cxcoed five
percent of tolal commune {neorme.

13. Education Is & responsibility of the com-
mune. In the larger communes this respen-
sibility now extends beyond the seeondary
scheol lewel and will presumatily be assumed
by the enlarged county-sized communes when
they are developed. The commune will con-
trol the education and indocttination of its
members from birth to burla’.

14. Another feature of the commune mn-m
ment Is the militla—"Everyone a Sgldier.”
This was organized In a crash campaign that

"coinclded with the Talwan Sirait ersis and

was partly justified in propaganda by the
warning that the country must be propared
to meet “US apgression.” The main role of
the militia drive may, in [act, have been non-
military, since it substantially assisted in the
ereation af a goneral atmosphere of mititancy
and discipline which the Chinese Communists
desire.  The mass aspect of the militie pro-
gram has been diminished sines the iniiial
period of Lhe drive. Howover, the militia may
become of real value In Llime, os & vast system
of semitrained military reserves desipnod, ps
the 10 December poarty resolution stated, Lo

“eooperate with the People's Liberation Army”

and at any time replenish it

- 15, All of the plans and operations of the come
- munes are, Inevilably, monilored and gubded

by the Communisl Party,  The party organi-

T
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zation generally paraliéls the organization of  parly control and to streamline the lower-level
the commune down to at least the level of  orgonization of the party as it does thal of
the labor company. This tepds to simplify  the local government and cconamy.
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APPENDIX IV

THE MEW CHINESE COMMUNIST STATISTICS

1. Chinesc Communkst statisties, which are
based on Soviet concepls, have always dis-
played the general limitations that character-
jze Bloc siatisticzl data. In additlom, thers
have been weaknesses arlslng from Chinese
Communist Incxperience, faulty organtzation,

and lack of statistic'ans. However, these lat-

tor were belng steadily cvercome prior Lo 1958,

By 1084 the statistical syslem was operating.

at o considerably higher level of cempetence
and sophistication than in previous years, and
an approciably greater proportion of cconomic
potivity came within the purview of the sys-
tem; therefore, data eovoring the years 1964
1857 were relalively good.

2. In 1958 there was n pronounced deleriora-
tion in the reliability of Chinese Communist
statistics, particulatrly those from Lhe local
government level which lnrgely concern agri-
cultural and small-scale productlon.™  In the
leap forward compaign, statistical reporting
unils at the local level apparently came under
ncw, political pressures. Under the slogan
"let politics lead economics™ statistical report-
ing was prostituted to propaganda in order Lo
support emulation drives and dramatlze pro-
ducllon achigvements,

2. In o cortain sense the roglme beeame the
viclim of ila own statistical malproctice.
Local leaders were encouraged to set high
goals In order to encourage “production en-

*Datn apprently eontinue to be renschnbly re-

* llabke for the relallvely knrge-senle enterprlses
gnder eefitinl government minkeriea, nnd falrly
good for rotall andd wholeanle trade and for the
_ntate procurementil of agrizultural comnuedilics.

thusiasm.” High erop yiclds secured on ex-
perimental plots wore apparently adopled as
standard goals, and local reportings appar-
ently falled subsequently to show any differ-
ences between these poals and actual produc-
lion—presumably because local leaders were
afrald of critielsm. Reports of productlon
achievements were apparently made in antiei-
pation of actual results. Under the clrcum-
stances it is nol strange that the central
statlstienl authorities lost what abllity they
had previously acquired to check the reason-
ableness of figures coming in from “the fickd.”

4. The new emphasis on rapld expansion of -
agriceltural output and local indusirial oul-
put affected just those economic sectors where
rcliable statistles are Intrinstcally most dif-
cult to oblain. ‘Tremendous numiers of small

ng units that had no established sys-
tem for keeplnp records on putput or income
were Involved. ‘Tne extension of stale control
into these areas facilitated the measurement
of output that previcusly was measured Inade-
guately or not at all. As a result, account-
ing procedures in 1858 tended to measure not
only Increases In output, but also sutput not
Included in previous statistics, or output

" which was achleved ol the expense of a decline

in farm bome Industry or other houschold
actlvithes not proviously measurcd. In addi-
tion, there has been.a chronic general lack
of suMeient statisticsl workers to cover rural
areas In detall and there also have boen de-
lays In selling up the planning and statlstical
departments of communts,  These problems
wore firiher inlensifled by the fact that at
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the very Ume the overburdened statistical
workers were under pressure to turn out re-
ports more qulekly than ever belore they wene
also forced to divert some of their Lime and
enerpy to performing such *productive lnbor®
ns stoking backyard iron smellers or harvest-
Ing crops.
5, As z result of the faniastic figures for ood
production in 1858, the regime has held forth
prospects for conslderable galns in food cone-
sumption which were not realized. Indeed,
actun! shortages of food were experienced in
some -areas. These exaggeralions made It
“mare diMeult to keep tight conirol over Lhe
limited supplles of food and presumably serl-
ously Interfered with the program of stale
procurement and distribution of foodstufs.
Another consequence was the establishment
of unrealistic targets established for 1958,

‘8. The deterioralion in the quallty of statizties
in the agriculture and handicraft sectors,-al-
though a handicap to the planners, Is not
necessarily disastrous for successiul cconomilc
planning, because the more modern, highly
urg-;n.hpd scclors of the econamy have so far
rexisted the pressures that broke the system
in these other sectors. The allocation and dis-
tribution of Investment gpoods for the natlonal
invesimient propram still depend largely on
production in relatively large-scale enterprises
where Lhe siotistics are still relatively relinble.
In short, the authorities are probably embar-
rassed and sometimes confronted with scrious
problems In thelr planning as the resuil of
faulty data, but they are able to carcy on be-
cnuse the central core of the economy s the
arca least affected by the delecloration In ata-
Liatics,

7. Bven If the roglme waa Inibally deccived by
fta own stotlstleal system, roports on aclual
levels of peasant consumptlon, reporis fram
procurcment apencies. and other data avail-
able In late 1958 and In 1859 must have re-
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vealed sertous Inconzisiencles to the cenlral

statistical authoritics between the claims for
increascs In fooderops and the actusl situa- |

tlon. We belleve il the central statistical
cnd Manning eMelals: fa) reallze that many

cialms of hupe Increases in agricultural and |

handicraft production are cxaprerated, and

_{b) seale duwn these claims in those instances

where they affect plans for such Inlérrelated
molivities os lronsportstion, investment in
food-processing Indusiries, and the honoring
of export commilments. These considerations
sugpgest that the planners in their operatlons
distinguish bLelween reliable and unreliable
figurcs and discoupt those swhich have bBeen
cexugpgerated for political purposes. They also
suggest that over the next year or Lwo some of
the most notoriows leap forward Apures—such
as the 375 milllon MT of food grains—wlil re-
celve lip service from the economic planners
but will have little effect on the planning ltselfl.

B. The problems of inlerpreting Chinese Com-
munist statistics become more difficult, but
production fgures [rom the agricuitural and
handieraft seelors can be checked with related
flgures [rom the sectors Which have more

trostworthy data, For cxample, figures [or

the productlon of gra:n can be compared with
fAgures for the procurement of grain, the irans-
portation of grain, and the rationing of grain

products in urban arcas. “Reasonable man™ -

checks are necessary. Is it reasonable, for
instance, that the Chinese Communists in

1958 coubd pet the same yleld of rice per hee-

tare that is achleved by highly eMcient Jap-
anecse farmers who use Jar preater quantities

of fertilizers? In many cases the best that can -

be done is to establish a range of values in
which the actual quanuly Is thought to le.
One sct of dificultles that s lkely Lo persist
evier the next few years siems from the forma-
tinn of the communcs and the resulting over-
turn ol previous statistical methods, defini-
tlons of cateporics, and channels of repotling,
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APPENDIX V

TRANSPORTATION

1. 1058 Performance. During 1858 the “leap
forward” placed a heavy burden on the trans-
poriotion system of Communist China. The
Chineze claimed  that record breaking per-
formances were achieved by all forms of Lrans-
port, both primitive and modern. Rallronds
uwnd other modern means of transporiation

allegedly produced 230 billion ton-kllometers,
an increase of 40 percent over 1857, and corlg-
Inated 734 millien tons of freight, an increase
of 71 pereent compared with 1857, Announced
performance in 1958, by type of modern car-
rier, 1= indicated in the following tabulation:

“Type of Corréer Ton-Kllometers Pe.cent Incronse Tafn Orlginabed Peroent Increnss
iBilHan) Abave 1957 iMilBon ) Abogve 1057
Rallroads 188 k| 1 1
Maotsr irocks BT 130 230 177
Inland waterwara I3 41 BT 41
Coastol shipping 14.0 1 7.1 3
TOTALS e L] Tad T

-2, Although these fipucrs may not have been

compictcly achloved, performance in 1958
undoubtedly was substantlally above 1857.
Even performance of this magnitude, however,

-proved Inadequate to handle all the demands
‘which resglied from the lrmmndnua Inerease

In production in 1958,

3. In the face of the wer-a:ll transporkation
ghortage in 1858, priotity was glven to heavy
Industry in the use of transportation facilitics.
This contributed to scrlous food shorlages In
some urban nreas, and probably lo the decline
in cxports which took place at the very end
ol 1858 and the beglaning of 1950, Tke trans-
portation shortage reflecled the disruplion
of the econcmy aliendant on all the “leaps™ in
various dircclions, The movement of gooda
for normal supply of the cconomy breame dis-
torted becawse of the various extronrdinary
movements taking ploce, As o rezull com-
modities which were not a parl of one of the
priority movements, such as the iron and steel

BE

drive, frequently did not get moved. Late in
the year the Chinese went back and plcked up
somme of Lhe [relght which had previously boen
Mighted,

4. The effort put forth by natlve Lransport
during 1958 was truly stappering.  According
© to Minkster of Commuonications Wang Bhou-
two: .
*“Ciy Lhe stee] and iron transportation line
 there were not only the professional ranks
of the communlcatlons and transportation
departments bul alzo milllons of pensants
and peonle of bolh sexcs and all ages coming
from vartous profeszlons and enterprizes,
The army, navy, and air force also mobilized-
motar vehleles, feets of veszels, and air-
plancs to render assistance. Theoy formed
A big army of transportation which hld
never been In exlstence before,”
During the ontire year, native land trlmpnrt
facilities allogedly moved 920 million lons of
goodsz, an Increase of more than 150 peroent
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above 1997, Junks and olher native craft
{both inland and coastal) moved an estimated
130 million tons, an inercase of aboul 3§ per-
ecent above 1057. A portion of the Increasce
in 1058 may be Gecounted for by Increased sio-
tistleel reporting which has given the Chinese
& fuller count of the amount of traMe carrled
by primitive forms of iransport.

5. The wasic Involved was no less staggering
than the incrense in performanee.  The obvl-
ous costliness of air transport of Anished iron
and steel products did not add up to much in
absolute terms, but the prodigal diss!pation of

“manpower certainly did.  There were milllons

of people moving over the land with back-
packs or wheelbarrows [ull of coal and kron
ore. ‘The Minlster of Communicalions sald
that in many rural arcas transportation be-
twean farms durlng the latter part of 1958
absorbed about 30 percent and somelimes 60
percent ef the lobor force and that there were

cases in which 70 percent of the tolal available

labor was used In lransportation to support
the small ratlve blast furnaces, I b8 nol
surprising that some crops went unharvesied.
In addition, many of the commodities which
were moved in 1958, such as native iron pro-
duction, prebably should not have been pro-
dued in the first place, Both the produclion
and transport of these commoditics proved to
be an extra and largely unproftable burden
on Lthe economy. .

B, There was also consliderable wasie in 1858

in the abusc of cquipment. This was impor-

tant In all sectors of Lransportation, but iL wos
maost conapicuous in truck transport.  The in-
crense from 80,000 to B6,000 In the truck park
was only 20 percent, while the performance
foreed out of the avallable equipmont in terms
of ton-kilometers increased by 130 percent.
Thus vehicle ulllizution had to Increase by
nearly 100 pereent. This wns achleved mainly
by multipie driver ghifts, use of Lrailers behind
the trucks, and overlonding. The damage
done by over-use and by unskilled drivers was
made more sorious by the detetforation of re-
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palr and maintenance as garages wore diveried
to production of trallers and “trial- ue-
Uon™ of new trucks: National figures are not
gvollable, but the officiul press recently com-
ploined that in Yunnan, Kwelchow, and Szech-
wan nearly 32 pereent of the 19,000 avallable
{rucks were inopetabbe,

7. Prospects, The government’s decislon 1o
devole nearly 21 pereent of the 1950 invest-
ment budget o Lranspertation and communi-
cations, eompared. wilh 13 percent in 1058,
constitules & solld attack on the transporta-
tlon crisis. A major part of this investment
will undoubledly go to the rallrerds, as is in-
dicated In plans io lncrease production of
freight cars in 1958 by 2% times and to In-
crease the capacity of existing facilities to-
golher with some now construction.  In addi-
tion, the Inercase in oubput of commodities In
1958 will not equal the inciease which occurred

“in 1958, Thus, the actual Increase in demand

for transportation service will not De as great
in 1058 as in 1858. The planned increase of
37 percent in rallread tons originated should:
be suMcicnt te tnke care of Lhe lncreases in

- putput in the industrial and agricultural sec-

tors. A [urther reduction of native iron pro-
duction and perhaps other types of nalive pro-
duction will ease the burden on the Lranspor-
tation sysiem. Mony serfous problems will
remain in 1959, However, Lhe regime i3 oculely
aware of these In contrast Lo a year age, and
will pay more altention to transport capabil-
ftles when production plans are made,

8. In order to meel further demands of the
economy, transporiation will require highcy
rales of iInveatment than in the past. The Vice
Minister of Railways has promised only that
“after A few years of bltter siruggle, China’s
radlways can catch up to the needs of stale
construction.” Other forms of transport, re-
ceiving & much smaller share of investment,
hawever, will be even slower Lo close Lhe gap.
At Jeast for the next few years nllocatlon of
transportation prioritles will be a serious
problem.
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