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COMMUNIST CHINA'S BALANCE OF PAYMENTS*
1950-65

Summary

The wide swings in Communist China's economic fortunes since 1949
have been the major influence on the course of its international pay-
ments. During 1950-57 the rapid growth of the economy provided an
upsurge in exports, which, supplemented by more than a billion dollars
in long-term foreign aid and almost another billion in remittances from
overseas Chinese, helped China meet its expanded requirements for foreign
machinery and raw materials. In contrast, the "leap forward" debacle
(1958-60) caused imports quickly to outpace exports, resulting in a sharp
rise in short-term foreign indebtedness and a decline in China's inter-
national reserves. The country's difficulties in meeting its interna-
tional obligations during 1958-62 were compounded by the growing Sino-
Soviet dispute and by agricultural failures, which led to the purchase
of about 6 million tons** of Free World wheat annually beginning in 1961.
The deterioration of China's international payments position nevertheles
was almost halted in 1G61-62, largely by virtue of a deep slash in impor
from Communist countries*#* and by new infusions of foreign credit.

s
ts

By 1963, China's international financial position began to improve,
25 the graduzl recovery oI the economy brought 2 revival of a2xports and
th2 Chinese leadership continusd to restricti purchases of machinery and
rzw matarials from both the USSR and the Wes:t. By ths ernd of 1954, gold
znd hard-currency reserves stood at more than 3300 million, and China's
clzaring deficits with the USSR and Eastern Zurops had been almost 2limi-
nated Moreover, by gensrating a large sxport surplus with the USSR
szch yzar, the Chinass were able by 1965 to Jinish repaying their pillion-
iollar Zebi to fhs U332

* This report was produced by the Office of Research and Feports;
the estimates and conclusions :epresent the test judgment of the
Tirectorate of Intelligence as of 1 March 13E6.

== Tonnages are given in metric tons.
<#+ The term Communist countries as used in this report includes the
U837, the Zastern Zurogezn Communist countries (Albania, Bulgaria,
Zzechoslovakia, Zast Germany, Hungary, Poland, and Rumania), Cuba (since
1963), Yugcslavia {unless otherwise indicated), and the Far BEastern
Tirmmunist countries (Mongolia, North Xorea, and Yorth Vietnam). The
t2rm Soviet Bloc includes the USSR and the Zastern Zurorean Communist




(up to five—year) credits. Such credit has given little relief to
China's hard-currency payments position, however, because the large
outflow of repayments due each year has almost offset new drawings.

Tf the Chinese leaders continue to rely on medium-term credits, repay-
ments are likely to surpass new drawings in the next few years. It is
possible, therefore, that they may seek long-term credits from the
West to finance imports of additional plant and equipment needed to
accelerate their industrial development. (For data on the direction
and balance of China's foreign trade, 1950-64, see Table 1, and for
China's international payments and receipts during this period, see
Figure 1.)

Table 1

Communist China: Direction and Balance of Foreign Trade é/
Annual Averages for Selected Periods, 1950-6kL

Million US $

Annual Averages

Trade Surplus (+)
Period Total Imvorts Exports or Deficit (-)

With the Free World

1320-57 781 Lo6 375 -31
1258-42 1,269 669 600 -69
« A ~\ A
1862 -04 l,?LFO 8s2 888 +35

With the Communist Countries
1353-57 1,5h7 799 748 =51
1353-32 2,213 G320 1,223 +233
“~ T z - H -
ERe SR ,'_,1.85 508 776 +368

Total

12350-37 2,328 1,205 1,123 -82
A 7~ - ' - Pl
1958-42 3,481 1,659 1,823 +16k
1957-2h 2,326 1,250 1,665 +Lok
2. Trade data are presented on 2 balance-of—payments basis as derived
in T2bls 8, p. 25, below Beczuss of rounding, components may not add
=5 %ne totals shown.
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I. Changes in China's Balance of Payments

The balance of payments is a standardized accounting statement
which summarizes a country's foreign economic transactions and discloses
changes in patterns of financing trade, in currency holdings, in foreign
debt, and in other indicators of a country's international financial
position. During 1950-65, China's balance of payments underwent dramatic
changes which reflected shifts in the country's internal economic for-
tunes and the impact of its deteriorating political relations with the
USSR and Communist Eastern Europe.

To pay for its imports as well as to accumulate a small foreign ex-
change reserve and to support a foreign ald program, China has relied
on commodity exports, foreign credits, and overseas remittances. It
derives very little from the sale of gold or services or from interest
(see Figure 2). Exports have been by far the dominant source of inter-
national receipts, accounting for roughly three-fourths of total receipts
each year during 1950-65. Foreign credits have provided an important
supplement to export earnings. In the early 1950's, long-term credits
from the USSR supplied the essential capital for China's rapid indus-
trialization. Since early 1961, however, the country's growing estrange-
ment from the USSR and its urgent requirements for Western grain have
caused the Chinese to turn to the West, rather than to the Communist
countries, for credit. Western credits, however, have been almost ex-
clusively of a short-term character. The third important source of
international receipts, remittances from overseas Chinese to their rela-
tives on the mainland, brought in an average of $80 million each year
during 1950-64 to finence an import surplus in China's Free World trade.

A. Strengthening of China's International Payments Position,
1950-57

During its first eight years under Communist rule (1950-57),
Cninz strengthened its international fineancial position by accumulating
substantial foreign exchange reserves (see Table 2). Starting with
almost no international financial resources in 1950, the country built
up its foreign exchange reserves to about $565 million by the end of
57.% This task was accomplished with the help of long-term credits
om the USSR, but at the seame time China was rapidly expanding imports

Possibly two-thirds of its foreign exchange (currency and gold)
erves were accumulated by expropriating private holdings and by
k=3

[{]

tizing the small amount of domestically produced gold. The remain-
increment to these reserves represented net earnings on transactions
other countries. Altogether, foreign currency and gold reserves*¥
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Changes in nard-currency holdings are assumed to account for almost
0f +the item Errors and omissions (net) in China's balance of pay-

5 with the Free World.
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Text continued on p. b.
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Table 2

Communist China: Surmary of the Balance of Payments
Totals for 1950-57, 1958-62, and 1963-64

Million US $

Free World Communist Countries
Credit Debit Credit Debit
1950-57
Current .account (net) 286 675
Merchandise trade balance 246 Lo8
Freight and insurance 239 73
Overseas remittances 811
Other transactions (net) Lo 194
Capital and monetary gold (net) 274 365
Credits and grants extended
liet drawings 23 Luys
Cracdits received
Drawings 1,40k
Revayments Los5
Transer of Soviet-owned
ass2ts a/* 330
Tworopriation of convertible
surranciss 385
Othar transactions (net 88 14
Zrrors and omissions (ret) b/ 560 310
1958-62
Surrent account (net) Lo 987
‘archandise trade balance 3Ls 1,165
rraignt and insurance 319 7L
Crerszezs remitiances 292
Cther transactions (net) 70 107
~ Tootnotzs follow on p. 5.
- -




Table 2

Communist China: Summary of the Balance of Payments

Totals for 1950-57, 1958-62, and 1963-6k

(Continued)
Million US $
Free World Communist Countries
Credit Debit Credit Debit
Capital and monetary gold (net) L1 865
Credits and grants extended
Net drawings L 384
Credits received
Drawings 38k 366
Repayments 216 905
Other transactions (net) 83 58
Zrrors and omissions (net) b/ Lo1 122
1063-6L
Current account (net) 25 774
VMarchandise trade balance 73 736
Traight and insurance 160 25
Cverssas remittances 117
Other transactions (net) 55 13
Capital and monetary gold (net) 16 626
Cradits and grants extended
Net drawings L2 211
Cradiis received
Drewings 7614
Repayments 682 432
Other transactions (net) 2L 17
Irrors znd omissions (net) b/ 9 148
2. Tnis transfer was Cinanced by Soviet cradits (see Appendix B,
item 9 {b), p. 47, below).
©. Assured to be changes in foreign currency balances (Free World) and
alzzring balances (Communist countries).

S-Ew—‘l‘




increased by $565 million. Partly offsetting the increase in these
items was a clearing indebtedness with Communist countries (especially
the USSR) amounting to about $310 million,* so that China's net inter-
national financial resources were about $255 million at the end of 1957
(see Table 3). '

Table 3

Communist China: International Financial Resources
Year-End Balances, 1957 and 1959-64

Million US $

1957 2/ 1959 1960 1961 1962 1963 196k

serves 565 457 353 298 279 283 320

Foreign currency

palances b/ 560 Lo7 268 203 159 138 150
Vonatary gold
holdings ¢/ 5 50 85 95 120 1k5 170

-310 -Lp7 625 -243 e/ -188 -105 -LO

255 30 -272° S5 ¢/ 91 178 280

2. Secauss -oreign exchange reserves were negligible at the beginning
07 1330, reserves at the 2nd of 1957 represent the net changes during

1930-37

L. W2t errors and omissions (from China's balance of pay-

ing from transactions with the Free World.
noldings of monetary gold.

omissions (from China's balance of pay-
tries), which are almost entirely clear-
from transactions with Communist coun-

4t

g debt in 1961 and the consequent
‘ng and foreign exchange position are due

Sas

funding of China's clearing debt of

< Changss in clearing account balances are assumed to account for
sl~ast 211 of ihe errors and omissions (net) in China's balance of
~m2n=3 with Communist countries.
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During this period, merchandise imports -- largely capital
goods -- increased by about 14 percent annually, from more than $550
million in 1950 to nearly $1.4 billion in 1957, and averaged about $1.2
billion a year.¥ Even considering the low level of trade in 1950, this
increase was an achievement surpassing the rate of import expansion of
most of the less developed countries of the Free World. Current imports
could have been even greater had China not used some of its export
resources to provide long-term economic assistance to other countries.
From the beginning of the aid program in 1954 to the end of 1957, China
provided, mostly to other Communist countries, about $475 million in
both goods and foreign currency -- a total volume of credits and grants
which compares favorably with that provided by all but the two leading
industrial powers of the world.

Three factors were largely responsible for this strengthening
ina's international payments position. Foremost was the regime's
1t control of the economy, including a system of strict and highly
ctive trade and foreign exchange controls. Its pervasive control
economic activity enabled the leadership to channel domestic goods
to export and to allocate export earnings to the purchase of capital
goods rather than to increased consumption. Thus between 1950 and 1957,
imports of consumer goods grew from about $60 million to around $100
million, while imports of capital goods increased by one and one-half
ess than $500 million to $1.3 billion during the same
ne seme time, merchandise exports mores than doubled, rising

lion in 1950 to about $1.6 billion in 1957. Second, China
od ‘rom the USSR long-term credits totaling $1.4 billion. These
guivelent to about 15 percent of China's total imports
its imports from the USSR during this period. Be-
ayments beginning in 195k, however, the outstanding
T & of 1957 was only $1 btillion. Third, China
rbed forsign currencies from both domestic and external sources.
the "three-anti” and "five-anti' movements,**
twina is estimated Lo have collected on the meinland 3385 million of
1 a

&
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amount which was more than
Ny

S
and shipping accounts with the Free World over

crivately held foreign exchange, includin goid. The country also re-

c2ivad about 3810 million in remittances from overseas Chinese, an

am : sufficient to cover the deficit on the trade
s e

eignt years.

% Uniess otnerwise indicated, data in this report are presented in or
sarived from the global and regional tables of China's balance of pay-
w2nts in Appendix A (Tetles 5 through 7, tp. 19 through 21, below) and
“rom tha supporting tables in Appendix B (Tebles 8 through 22, pp. 25
shrough L2, below).
<% Tha "three-anti" (san fan) movement was directed against the "three

! corruption, waste, and bureaucracy among government workers.
—anti" (wu fan) movement was directed against the capitalists,

izing the "Tive evils" of bribery of government workers, tax
theft of state property, cheating on government contracts, and
sconomic information from government sources.




B. Deterioration of the Balance of Payments, 1958-62

The adoption of the "leap forward" in 1958 suddenly reversed the
progress that China had made in strengthening its international payments
position. The resulting deterioration of the balance of payments dissi-
pated the achievements of the previous eight years, as indicated in
Table 3.

From 1958 to mid-1960, China drew heavily on its foreign ex-
change and clearing resources to finance its growing import requirements.
Under the "leap forwerd" banner the pursuit of the maximal growth in
every sector of the economy, along with an almost complete lack of con-
cern over imbalances in the rates of growth among economic sectors,
stimulated a disproportionate demand for imports. Merchandise imports
had grown at T percent a year -- about half as fast as exports -- during
the first five-year plan (1953—57) but now increased at a rate of
20 percent a year in 1958-59, outpacing the growth of exports. During
the ‘first half of 1950, moreover, imports probably grew even more rapidly
then in 1959, while merchandise exports registered little or no growth.
China continued to have export surpluses in 1958 and 1959, but in the
first nalf of 1960 an import surplus appeared for the first time since

1955.

Primerily because of this widening gap between the growth of
orts and exports during 1958-60, China's gold and hard-currency
es declined by ebout $210 million. The rapid growth of imports

2

™

.k

!.

e

reserv

“vom the USSR caused China's clearing indebtedness to rise by $315
million. The decline in Western currency holdings was aggravated by
the large volume of 2xport resources earmarked for debt repayment to
the USSR.

The collapse of the "leap forward" movement in mid-1960 com-
nalled China to taks prompt and vigorous steps to contain the deteriora-

ion oF its balances of payments. Disruption of both agricultural and
industrial production had led to a sharp decline in exports. Agricul-
tural sxports, which in normel years accounted for at least half of

U\-L

total exports, were nardest hit. China's response was to slash imports,
sspecially from the Free World. Imports from this area in the second
nal? of 1960 were rsduced by nearly one-fourth in comparison with the
cirst helf; imports from Cormunist countries probably were reduced,
although not as rapidly. Sales of silver were expanded Irom 32 million
in the first helf of 1960 to $20 million in the second half. These
2ctions were not enough, however, to prevent a further reduction in
“orsign exchenge reserves during the latter half of 1960, accompanied
5y a continuing rise in clearing indebtedness with Communist countries.

For the next two years, China continued to adjust its trade
to accommodate large imports of grain while endeavoring to
“urther deterioration in its international reserve position.
211 off in 1961 but were maintained at roughly the 1961 level

Leltey vy
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in 1962. Merchandise imports were ruthlessly cut in 1961 and egain in
1962, resulting in export surpluses of $115 million in 1961 and more
than $400 million in 1962. Large grain imports in these years were
accompaﬁied by & reduction of more than one-half in imports of all
other commodities, which fell from $2 billion in 1960 to about $800
million in 1962 -- the lowest level since 1950.

Despite these adjustments in trade, China still needed foreign
credits to supolement export earnings (see Table 2). Nearly $360 mil-
lion in short-term credits was obtained from the Free World to help
finance $630 million worth (f.o.b.) of grain imported during the two
years 1961-62, and ebout $25 million in short and medium-term credits
was used to pay for other purchases in the Free World. Because repay-
ments were largely scheduled within 9 to 18 months, China had paid off
all but about $170 million of this indebtedness by the end of 1962.

The USSR and the Eastern European Communist countries also pro-
vided credits to ease China's balance-of-payments distress. The USSR
extended a $46 million credit in 1961 to finance China's imports of
out 500,000 tons of Cuban sugar on Soviet account. China alsoc ob-
a2ined a long-term credit of $320 million from the USSR in 1961 to fund
he bulk of its accumulated clearing debt. The $Sk million of clearing
btedness remeining at the end of 1960 was settled in 1961 through
o.% Some clearing indebtedness with the Zastern Zuropean Communist
tries probably was funded or converted into long-term credits in
put the amount of these credits is unknown.
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ants falling due in 1961 an

of vprecious metals. Sale s

ased to more than 350 mil-
1 China sold $30 mil-

rrency. It also sold,

to the TFres World.*¥#

™
()

T i i
to the USSR for Free Wor
] ]

v 315 million worth of

Graduzal recovery of the economy from the "leap forward" and its
2ftarmash contributed to a smell improvement in China's international
~inancial position in 1063-6L. Fragmentary data indicate that this
: arent continued through 1965. In 1963, for the first time since

=
he "leap forward," China was able to finance its

hs initiation of ©
in-ernztional obligations while neither drawing down its international
ra3a8rvas nor curtailing its imports.

i surprisingly rapid rise of nearly 15 percent in earnings
J¢ e ¥ J¢
ise e ts in 1964 enzbled China to continue to expend

~ Se2 Agppandix B, item (), o. Lo, velow.
<+ 3y statisticsl convention, silver sales are included in China's ex-
corms of goods, bubt zold sales are itemized separately




indebtedness by nearly $200 million. Merchandise exports and irmports
both increased by about $235 million. International financial resources,
mainly clearing balances, rose by more than $100 million to a total of
$280 million at the end of 196k. Holdings of Western currencies alone
increased by about $12 million in spite of sizable prepayments of grain
credits.

During these two years, China retired almost all of its remain-
ing debt with the Communist countries. Its $423 million merchandise
export surplus with the USSR during 1963 and 1964 was sufficient to pay
off all its debt except $28 million in kind still due on a sugar credit.
Similarly, by the end of 196k, China had almost completely liquidated
its remaining debt of about $100 million with the Eastern BEurcpean Com-
munist countries. China's indebtedness with the Free World increased,

432 of continued heavy drawings on credits for grain and capital
uipment, from less than $200 million in 1063 to $250 million in 196k.

e drawings are net of repayments to the Free World amounting to more
ar. 8680 million during this period.

s of these improvements, China's international financial

nd of 1964 remained extremely tight. Holdings of

s and gold are estimated to have totaled about $320

1 substantially below that of 1957, when China's Free

considerably smeller. In 1957, gold and hard currency

wivalent to China's total merchandise imports fror the
L, these reserves were equal to zbout one-third of

=40

xpand
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=te trade data indicate that exportis continue
rot quite as rapidly as in 196k, Imports, on t
‘v increased more rapidly than in 1964 . This 5

7 the completion in 196k of China's debt respayments O
by releasing some $170 million in export rssourcses, and
:gion not to make prepayments on its Western gr

5. Thase two factors facilitated & continuzd expansion
= the Free World and the further replenishment of China
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Tniead, the most noteworthy feature of China's payments position
:n 2395 was the increased use of export earnings to build up reserves.
~oring 1955 its holdings of gold and convertible currencies probebly
or 2100 million to $150 million. In 1985, moreover, Communist
e i 7i urchases of gold on the world market, which amounted

re paid for in sterling. This exchange of sterling
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for gold reflected not only the leadership's decision to diversify its
international reserves, as a hedge against the possible devaluation of
sterling, but its more immediate concern over the deepening political

and military crisis in Southeast Asia. The Chinese nevertheless con-

tinued to hold some sterling balances overseas.

II. Financial Relations with Communist and Free World Areas

Communist China's financial relations with the Free World are con-
ducted in a way much different from those with the Communist countries.
Although generally preferring bilateralism in its trade with other
countries, China is forced to finance most of its Free World trade on
a-multilateral basis with settlement in convertible currencies. Only
a few of the less developed countries, especially those with payment
difficulties such as Burma and Indonesia, have concluded agreements
for bilateral clearing accounts with China.

In contrast, China's financial transactions with the Communist area
are channeled almost entirely through bilateral clearing accounts.
Although the agreements establishing the clearing accounts provide for
settling any imbalance in trade by increased shipments of goods or by
transfers of convertible currency or gold, the latter option is seldom
used. Usually an adverse clearing balance is carried over to succeeding
periods until the indebtedness has been cleared. .

China has also entered into several multilateral payments arrange-
involving both Communist and Free World countries. In 1952

ments

China, the USSR, and Finland entered into a trilateral trade and clear-

ing arrangement. t provad to be unsatisfactory, however, and aifter

one year China and Finland concluded a bilateral trade agreement.

Under a trilatersl clearing transaction among Chira, Burma, and the USSR

in 1959, Burmz settled the indebtedness on its bilateral clearing

account with China by transferring to China an equivalent credit imbal-
“yym

t5 bilateral account with the USSR. In addition, China and
individual Communist countries have occasionally used Free World curren-
; ettl rtain mutual trade and services transactions. For

cizs To settle ce
sxample, China used convertible currencies to purchase sizable quantities
o steel products Irom Poland in 1956 and possibly egain in 1957-58.
Communist China's deteriorating relations with the USSR have reversed
the regional direction of its trade and capital transactions and have
"facted balance-of-vayments menagement as well. In the early 1950's,
China and the USSR were consolidating their mutual political and
mic ties, China's trade with Communist countries rapidly expanded
tyrade with the Free Worid declined. Thus by 1955 the Communist
ies accountad for 74 percent of China's total trade.* Since 1955,
v, Sino-Sovist ties have progressively weakened, and China has

in this section vary somewhat from those used in Tables 5
s2 ths latt reflect balance-of-payments adjustments.
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relied to an ever greater degree on the Free World as a source of

essential imports. In addition, China's bid for a larger role in world

affairs has led to its growing economic support for the less developed

countries of the Free World. As a result the share of the Free World

in China's trade increased from roughly one-fourth in 1955 to one-third

in 1960. :

Tne Free World's role in Chinese trade grew especially rapidly .
after 1960 as a result of the widening of the Sino-Soviet rift follow- s
ing the withdrawal of Soviet technicians in midyear and the urgent need
for grain to fill the gap left by a disastrous harvest. During 1961-6k,
trade with the Communist countries was halved while that with the Free
Yorld increased about 50 percent. In 1963, for the first time since
1930, the Free World accounted for more than half (55 percent) of China's
trade In 1964 the Free World share was nearly two-thirds. This re-
tation of trade relations led to a marked expansion in China's
e with Japan and Hong Kong. In the two years 1963-6k4, Sino-Japanese
which had been in the doldrums since the sudden deterioration in
al relations in 1958, increased by nearly three times. Trade
ng Kong, the primary market in the Free World for Chinese exports,

i two years. With the growing reorientation of its
t Bloc, where clearing credits were almost auto-

o cover trade deficits, to the West, where each
o v requires settlement in foreign exchange, China's
leadsrsnin m cautious znd ast
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ions with the Soviet Bloc. In 1961 the
revious source of economic aid,
arge part of China's clearing in-
redit to China for the purchase
ommunist countries probably also funded
s time. Since early 1961, no further aid
her Communist countries. Indeed, in
turned to the West for credits. Unlike
ries, however, those from the West
dium-term financing (of up to five
~0st of wnich was 18 months' credit to cover a large
annual grain purchases since 1961.* In.the past
China signed more then LO contracts to purchase
stallations, most of which have involved medium-
China nas drawn around $40 million of the esti-
dustrizl credits extended. Because of the rela-
1 the Western credits received so far, new draw-
offset by repeyments. Unless the Chinese seex
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long-term Western credits -- & quest that would probably be successful -
this situation is likely to prevail over the next few years, and may
worsen.

In contrast to the redirection of Chinese trade and of capital im-
ports toward the Free World, China continues to channel its foreign aid
chiefly to the Communist countries, especially those of Asia. Since-
the start of the foreign aid program in 1954, 62 percent of China's
foreign aid has gone to North Korea and North Vietnam together and 27
percent to other Communist countries; only 11 percent has been channeled
to Free World nations. The predominant role of the Communist countries
in China's foreign aid program is likely to continue, inasmuch as these
nations are the main areas in which China and the USSR are competing for
influence.

TII. Curtailment of Zxternal Indebtedness

A distinguishing feature of Communist China's balance of payments
has been the rapid reduction of external indebtedness. From 1950 to
1955, China received credits from the Soviet Bloc totaling almost $1.6
pillion, including $1.l4 billion in long-term Soviet credits and $250
million more in short-term clearing credits from the USSR and the
tern Furopean Communist countries. China began in 1954 to repay
e debts, as a result of which total external indebtedness at the
of 1955 amounted to just under 31.4 billion (see Table LY. over

next five years (1956-60), China's new borrowings from abroad
snrenk to about 3410 million
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untries. Because var, repayments (excluding interast) on th
2 much greater than borrowings, China's
was reduced by about $2L0 million to less
of 1660. In effect, the clearing credits
a large extent enabled China %o fulfill
to the USSR. During 1961 (when it
from the USSR) through 1964, China repaid
© its debts to the Soviet Bloc. Of the 31,150
= than two years) credits received from the
, only some $250 million remained outstand-
equently, China‘s total foreign indebted-
duced to about 3320 million. In 1969,
mall remeining "sugar credit” of $28 million to the
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Sinancial assistance, the Chinese Communists from the beginning have
s332rtad thai 2 nation should depend as little as possible on foreign
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can be largely discounted as an attempt to make a virtue of necessity:
given China's hostility toward the USSR and its weak balance-of-
payments position vis-a-vis the Free World, it is somewhat unlikely
that sizable long-term loans could be obtained from either source.

With the emergence of the Sino-Soviet dispute, China began to accelerate
its debt repayments to the USSR: hence this debt was liquidated in
1965. By defining "foreign debt" to exclude trade credits -- including
all outstanding debt to the Free World -- the Chinese leaders were able
to claim that they developed their economy without Western assistance.

IV. DProspects

In its earlier attempts to achieve rapid industrialization, Com-
munist China depended heavily on imports of Soviet capital equipment,
technical aid, and industriel materials, a sizable part of which the
USSR supplied on long-term credit. If the Chinese are to resume a
rapid pace of industrial growth, they again will have to depend on
imports. This time, however, because of the deepening Sino-Soviet rift,
it is unlikely that they will seek assistance from the USSR. Instead,
they will have to turn to the industrial West and Japan, where pur-
chases must be paid for leargely in hard currency. China's capacity to
import cepital plant needed Tor industrial development during 1966-T0
therefore depends on (1) its capability to expand exports, especially
to nard-currency areas; (2) its success in checking the drain of for-
sign axchange caused by large imports of grain; and (3) its willingness
o sesk sizable medium- and long-term credits in the Free World.

ct

'

- by

&tlthough the Chinese will attempt to promote exports of new prod-
thay provably will continue to rely largely on their traditional
uliural products to expand export earnings. During 1962-6k, for
is, their exports of nonagricultural products increased Dy only
illion, while total merchandise exports grew by about $265 million.
&i . agricultural products still accounted for 37 percent of total
<3 Tven industry -- notably the textile industry, which supplies
17 nalf of China's exports -- depends in large part on agricultura
ztarials. Thus China's balance of payments will remain inextricably
& to tha fortunss ol egriculture.
ial progress can nardly be made in correcting the food-
mbalance in the short space of five years. Therefore, the
r expanding agricultural exports are, at best, uncertain.
tages become acute, the acreage devoted to production of
t an number of animals slaughtered for food exports

will grow from an estimated 765 million at
riod to about 835 million at the end. To
people, China must continue to import on
‘on tons of grain a year, at an annual cost

=
s

A~ - . . . .
3300 million in hard currency. This sum 1s equal to
1y 30 percent of China's earnings from the Free World in
ermors, unlasss the domestic agricultural sector 1is buttressed

15 -




by imports of fertilizer and equipment for fertilizer plants, require-
ments for Western grain may become much greater.

Short-term grain credits and medium-term industrial credits are
exvected to do. little to relieve the pressure on China's hard-currency
payments. In 1966, repayments should about equal and may even exceed
new drawings. Even if the Chinese decide to expand medium-term indus-
trial credits sharply, they would postpone for only a few years the
time when repayments would surpass new drawings, and, after that, pay-
ments would rise sharply. More to China's advantage would be long-
term credits which would defer repayments for ten years or more.

China has not sought long-term credits from the Free World, chiefly
because of the uncertainty of the leadership over the long-run Chinese
payments position and especially over future requirements for Western
grain. Should the Chinese reverse their position and seek long-term
cradits, there is little doubt that Western European countries and
0ossibly Jepan, in competition with each other, would make such credits
vailable. China may well seek a modest volume of long-term credits,
once its agricultural and export prospects become clearer.

[LIIS]

Communist China's nuclear development program and its recently

p military construction activities related to the hostilities

tnem will continue to enjoy a higher oriority than investment in

iustries that produce goods Tor export or export substitutes. Barring

nzrp escelation of the Vietnamese conflict, however, China's resources
t axpected to be so heavily commitied as to seriously restrict

no
capacity to export or to absorb capital from abroad. For the time
g 2t lz2ast, China's limited export capability and the need to spend
rga part of its limited hard-currency receipis to buy rres World
Srain s22m to be more immediate constraints on industrialization.
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APPENDIX B
METHODOLOGY

from sources in Communist China have been used to the grazizst’
ossible in preparing the estimates of China's balance ol ray
ments. B ecause of the ambiguity or inadequate coverage oI most or

o~

ormetion from non-Chinese sources has been extensively usel to
supple‘ t the Chinese source material. Although a few specilic baak
in this report can be traced to a single source, in most instances in:
data shown have been computed on the basis of information derived
more than one source. For this reason, source references have Tes

inked to this methodological appendix rather than to the 2%
stimates.

m l—'

The methodology Tor each category of international transacilon re-
corded in Tebles 5 through 7 is presented by region accordin ns
item number in those tebles. For example, the methodology !

- .

on credits received from the Free World and from the Commun:

1 be found here under Item 8.1 (z) and Item 8.1 (b), resze
in the case of merchandise trade (I tem 1), nonmonetary goid (
freight and insurance on coastzl sh lpm ents (Item 3.2), comvert
currency transactions with Communist untries and ruble recel
the Free World (Item 11), and changes in holdings of moneizary
(Item 12), the methodology is errlained on a globel rather th
regional basis

Vol T -

Merchandise trade includes all commodity exports and imports,

on an f.o0.b. basis. For balance-of-payments purposes, several adjusi-

ments must be made in the foreign trade data, which are reported oy the
Chinese for 1950-58 and are derived from trading partner statistics for
1959-64. It is believed that China records its foreign trade to show
the country of destination and origin rather than the country of pay-
ment and receipt and, furthermore, that its imports from the Free worli

are valued on a c.i.f. basis. Therefore, two adjustments have been
made in the Chinese foreign trade reports: the first, to place China's
merchandise trade with the Free World on an f.o.b. basis, and the second,
to represent China's trade by country of payment and receipt. This
latter adjustment was made because reexports of Chinese goods by the
Eastern European Communist countries averaged almost $30 million a

year between 1953 and 1961. In addition, the following merchandise
transactions probably were excluded from official trade data: the food
packages that overseas Chinese in Hong Kong sent to China by parcel
post; the aid goods that China provided Hungary in 1957; the silver
sold by China (for Free World currency) to the USSR in 1961; and the
Cuban sugar thet China shipped to the USSR in 196L in part payment of
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the 1960 sugar credit. Such transactions have been added to the esti-
mate of trade as shown in Table 8.

The estimates of Communist China's foreign trade for 1950-58 are
based on Chinese official data on foreign trade and the trade data of
China's trading partners. Because China in recent years has suspended
the publication of all trade data, estimates of its foreign trade after
1958 have been derived exclusively from the information of its trading
partners. China's foreign trade in 1950-58 as derived from the data of
its trading partners approximated the comparable Chinese data for this
period; thus the estimate of China's trade for 1959-64 based on trading
partners' data can be meaningfully compared with the combined data of
the earlier period.

In a unique report published in 1959, Communist China gave the yuan
value of total trade for each of the years 1950-58. Apart from this
information, the Chinese have released only fragmentary trade reports
generally expressed in percentage terms. These data, together with
data reported by China's trading partners, permit the calculation of
the yuan velue of China's trade with Communist and Free World coun-
tries. The resulting estimates for 1950-58 are presented in Table 9.

Conversion of the yuan values of China's trade for 1950-58 into US
dollars has been made on the basis of the following exchange rates:
US $1 equals 4 yuen in trade with Communist countries and, in trade
with the Free World, US $1 equals 3.2 yuan in 1950, 2.2L4 yuan in 1951,
2.1 yuan in 1952, and 2.5 yuan in 1953-58. This dual exchange rate
system as between China's Free World and Communist trade is not re-
ported by China but is derived from a comparison of the yuan values
of trade as reported by China with the ruble and dollar values of trade
as reported by or estimated from the trade data of China's trading
partners. China's reason for establishing this system is not certain.
Such factors as the greater stability of prices and the different com-
modity mix in trade with Communist countries compared with Free World
trade, however, could justify a lower value of the yuan in the Com-
munist trade.¥* The dollar value of China's trade is presented in
Table 10.

Although China has reported exports and imports as shares of total
trade (valued in yuan) for each year during 1950-58, the calculation of
the dollar value of exports and imports from these data is frustrated
by the existence of the dual exchange rate. Consequently, the import-
export breakdown of the Chinese data on total trade in dollars has been*¥

* The use by the Chinese of what amounts to a multiple exchange rate
system for converting into yuan the ruble and Free World currency values
of trade is discussed in an earlier report. ;/ (For serially numbered
source references, see Appendix C.) Whereas that report hypothesized a
trinal exchange rate system, data received after its publication suggest
that a simpler, dual exchange rate system was put to use.
¥*% Text continued on p. 27.
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Communist China: Direction
1

Million Yuan

Cormunist Countries

Total Eastern Far
Year Trade E/ Free World Tetal USSR Eurorean Eastern
1950 4,150 2,760 ¢/ 1,390 ¢/ 3,282 &/ 83 g/ 25 &/
1951 5,950 2,059 ¢/ 3,891 ¢/ 2,996 ef 8ik e/ 82 e/
1952 €,L60 1,208 ¢f 5,252 ¢/ 3,857 ¢/ 1,279 ¢/ 116 '
1953 8,090 1,853 ¢/ 6,237 ¢/ 1,659 ¢/ 1,370 e/ 208 ef
195k 8,470 1,533 £/ 6,937 g/ 5,082 1n/ 11,4831/ 372 i/
1955 10,980 1,965 ¢ 9,015 g/ &,807 3/ 1,7kk £/ k6L iS
1956 10,870 2,685 &/ 8,185 x/ 5,837 ¥/ 1,870 x/ L76k
1957 10,k50 2,747 £/ 7,703 1Y/ 5,183 m/ 1,992 1/ 528 i/
1958 12,870 3,483 i/ 9,387 £/ 6,060 i/ 2,683 f/ 6LL i/

a. Deta are taken or derived from Chinese data, which apparently ex-
clude Yugoslavia from the grouping "Sociaslist countries" in reporting
the direction of Chinese trade.

b. 5
Z:%

e. Trade with each Communist partner is assumed to be in the same
proportion to the total trade with Communist countries as reported

in source 8/.
. Residual.

g 9/

h. Assumed to be 60 percent (see source 10/, where the share was
estimated at 59 percent). :
i. Estimated, based on data of the trading partners.
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Table 10

Communist China: Direction of Foreign Trace
in Dellars g/

1950-58
Mia orn D2
Communist Countries
Total Free . Easternk rar
Yeer Trade World Total 9/ USSR Eurcpean & ZzsIlsrn
1850 1,210 862 348 320 21 -
1951 1,892 19 73 Th 2ckL :
9/*- 2 94 9 P 9‘_/ 9 N =
1052 1,888 575 1,213 96L 320 =
- - ~ - ~1 -~
1953 2,300 Th1 1,539 1,165 342 =
1954 2,357 613 1,734 1,270 37 :
1653 3,ck0 786 2,254 1,7Ce L3¢ iz
T AT L PN 27 =1, , 72 =
1956 3,120 1,066 2,035k 1,L5g 575 iz
1887 2,023 1,090 1,835 1,296 507 Iz
— - ~1. — S ™ -
1958 3,740 1,366 2,35k 1,515 &70 ol
a Because of rounding, comzonents may not add to the tolais snown.
¢ Tncluding trade with Yugcslavia.

derived from the import-export data of China's trading part
calculations are noted and explained in Tables 11 through

results are summarized in Teble 15.

Estimates of China's trade for 1959-6L4 are based on the trade Zata
of China's trading partners. To reflect the value of trade as Chirnz
would report it, the trade data of Free World countries have been
adjusted for (a) time leads and lags in shipping, (b) shipping costs,
(c) double counting, and (d) unrecorded transactions. On the other
hand, only a few adjustments have been required in the trade datz oTf
Communist countries because (a) the Communist countries present their
trade data on an f.o.b. basis, (b) reexports of Chinese products by the
Communist countries to the Free World almost completely disappeared
during this period, (c) no shipping time adjustment is required for*

¥ Text continued on p. 32.
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Table 1k
Communist China: Trade with Yugoslavia a/
1956-58
Year Imports irTIrIc
1956 L -
1957 L :
1958 6 .
a From Yugoslav trade data, adjusted for time leads znd lazs :in
shipring and Tfor shipping costs. Chinese trade with Yugoslavia 4.rinz
1850-35 was negligitle
Table 15
Communist China: Direction of Trade 2/
1950-6L
Tctal Iree World Communicst Counirie:
Year Imoeris Exzorts Imrorts Exports Imoeris NoIris
1850 5E5 625 LL6 L6 139 2
1852 1,083 809 577 3k2 506 i
1932 1,02k 86L 312 263 712 ool
1953 1,287 1,013 397 3L4 850 o
1054 1,289 1,058 319 204 970 TE
1655 1,678 1,362 375 411 1,303 931
1956 1,482 1,638 Lg2 58k 1,000 1,058
1957 1,434 1,591 562 528 872 1,063
1958 1,826 1,914 724 662 1,102 1,252
195G 2,063 2,20k 694 613 1,369 1,381
1960 2,025 1,940 Ths5 625 1,280 1,315
1961 1,487 1,514 777 560 T10 o3k
1962 1,149 1,511 €61 607 488 o0k
1963 1,193 1,552 772 738 Loy 81k
196k 1,477 1,760 1,081 1,039 396 721

a. Data are derived from Tables 11 through 1L and 16 through 1G.

- Trade with Yugoslavia for 1950-58 has been subtracted from China's
trade with the Free World and added to China's trade with Communist
countries.
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much of Sino-Soviet trade (that going by rail), and (4) data
sufficient to calculate the shipping time adjustments for &
ing share of Chinese trade with the European Cormunist countri
the Far Eastern Communist countries have only irregularly repo

trade with China. Trade with these countries hes been estimeat
miscellaneous data on total and commodity trade, credit extension
drawings, and other financial transactions. The estimates of thes
value of China's trade for 1959-6L4 are summarized in Table 15 an:

derived in Tables 16 through 19.
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Item 2. Nonmonetary Gold

In accordance with conventional balance-of-payments procedures,
gold reserves of China's monetary authorities are treated as if they
are foreign assets, whereas gold held by the nonmonetary sector is
treated as a domestic asset, similar to merchandise. Conseguently,

domestic purchases of gold by the monetary authorities are incluied
S 1t

in the balance of payments as z credit to "nonmonetary gold" an

debit to "changes in holdings of monetary gold" -- that is, changes in
gold reserves. Since the domestic transactions between the mcnetery
authorities and the rest of the economy are mutually offsetting, the
net balance of the two 1tems -- nonmonetary gold and gold ressrvss --

reflects solely international gold transactions.

Because the amount of domestically produced gold which is consume
by domestic industries is believed to be relatively small, the entire
annual increment in gold production is counted as a purchase o7 ron-
nonetary gold and an addition to gold reserves. The value of gold pro-
duction is based on the relatively few Chinese reports on the country's
gold industry in conjunction with gold production data of the 1920's
and 1930's. Because the Chinese Communists appeared to give as little
attention to the gold industry from 1950 to 1956 as the Chinese
Naetionalists gave in the 1930's, gold production during these two
periods is assumed to have been similar in magnitude. The total value
of gold production during 1950-56 is therefore estimated at $2k million.
No production figures were announced in 1957. In 1958, however, China
reported that gold production was double that of 1957. ;2/ Golé pro-
duction in 1958, considering the failure of the nonferrous metals in-
dustry to achieve most of its production goals, is estimated to have
been equal to the combined goals (16 tons) announced for only 12 of the
17 gold-producing provinces in China. Thus the value of gold produc-
tion in 1957 and in 1958 would total $9 million and $18 million, re-
spectively. China's increasing interest since 1957 in raising the out-
put of gold and its success in doubling output in 1958 suggest that by
1960 it could have reached the peak level of gold output of the 1920's.
On this basis the value of gold production in 1959 and 1960 is estimated
at $27 million and $35 million, respectively. Because the collapse of
the "leap forward" movement curtailed production in almost all fields,
annual gold production in the four years that followed probably was
lower than the $35 million produced in 1960 and, accordingly, is estimated ’ -
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Derivation of Chinese Cormmun

Trade Reportied Shipring
by Trading Leacs v/ Doubls Unrecorged :
Tear Pariners and Lags 5 Counting < Trzie & Ceoets = LT
Imperts
-~z 2. = .
1959 £69.8 5.9 -35.2 .

- L ~n o~ - -~ N
1950 ©55.0 52.2 -22.9 oT.- -
1961 663.8 1.7 -1€.0 TI.3 ©.

z & TR < [ .
1962 597.8 6.1 -13.3 5.z .

L - o - g ——
1953 736.3 -26.C -10.8 8.7 Sk
196% (pre-

liminary) 951.0 -13.% -8.2 T el ST
Sxoorts
19%¢ 70L.2 27.6 -62.2 b i
~ - - N PRl
1960 775.3 -29.7 -55.3 b :
3 - P - -
1ch1 551.8 boa -AL .3

7 - _- -~ - -
1952 78L .9 -69.5 -7%.5 : .

5= c pt PN z R
1953 85¢.4 17.¢ -3C.o = R
195% (gre-

lizinary) 1,150.7 45.¢ -7 5.3 T LT
a. 3Seceuse cI rounding, components may nol
b. Adjusted to account for the ftime differe
cording & specilic trade transaction. For countries I
Africa, exports during the 12 =months ending 31 Octod
mon:ns ending 28 February in the following yeer repr
tively, Jfor the celendar yeer. Similerly, for all o
Maceeo, and Taiwan, for which no adjustments zre zade
0 Novemter in each yeer and imports during the 12 =
yeer represent Chinese imports and exports, recpect
c. Adjusted to avoid cuplicating reexperts recorded
(mainly Hon Kcng) and the country of origin or of I

oods are estizated by compearing Ho

these countries' reported imports from FEong Kong. Reexpo

Chira are reported by Hong Kong.

d. Adjusted to account for Chinese purchases of Free World ccmmodities for dire
other countries that were reported by the Free World exportier as an 2xpert o a
than China.

of Chinese

e. In using the trade statistics of China's Free World trading partners to arrive at Thinz's
exports on an {.0.b. besis and imports on 2 c.i.f. basis comparable with the trade date Ior
1950-58, a deduction must be made for the shipping costs included in the Free Worli':s value oI
imports from Chine, ané an addition must be made for the shirping costs which are excliuded by
the Free World from its value of exports to China. Shipping costs on Free World exporis are
calculated as a constant percentage of the reported export velue: 10 percent for 2xporis of
Western Europe, Latin America, and Western Africa (where the averege voyage time to Chinz is
between one and two months) and 5 percent for all other countries. For Free World imports, the
percentages are 15 percent for Western Europe, Latin Americz, and Western Africa and 5 percent
for all other countries with the exception of Hong Kong, Maczo, and Taiwan. Because the recent
large purchases of grain have significantly affected the average shipping cost percentages since
1961, shipping costs now are calculated separately for China's grain imports by epplying average
freight rates (for grain shipments to China) to the volume of grein imports; and the sh in

costs on the remaining value of trade are celculated on the basis of the above-stated shi
cost percenteages.




S—EV&E—T

Table 17

Communist China: Trade with the Soviet Bloc and Yugoslavia s/

1959-64

Eastern Burcpean

Communist

USSR Countries 2/ Yugosliavia
Year Imports Exports Imports Exvorts Imports Zxports
1959 955 1,100 325 329 1
1960 817 848 339 301 1
1961 367 551 165 158
1962 233 516 78 ik8 Negl.
1963 187 433 71 157
1964 135 31k 86 iL8 Negl.

a. Compiled from trade statistics of the trading partners.

b. 1Including Albania. The value of exports in 195Q, 1820, and 1
has been reduced by the value of reexports to the Free World esti
at $20 million, $15 million, and $5 million, respectively. Reexpo
are believed to have been negligible since then. (For methodoleg
see Table 12.)

Table 18
Communist China: Trede with the Far Eastern Communist Countries a/
1959-64
Million US §
Year Imports Exports
1959 88 159
1960 91 ‘ 155
1961 86 155
1962 88 158
1963 90 161
1964 ok 160

a. Based on miscelleneous and incomplete trade data of the Fer
Eastern Communist countries and information on the extension and imple-
mentation of Chinese credits and grants. 1In the absence of clearing
account data, commercial trade is assumed to have been belanced be-
tween exports and imports. China's aid deliveries were largely esti-
mated on the assumption of a straight-line drawing of credits and
grants.
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Teble 19
Communist China: Trade with Cuba a/
1060-54
Million UZ 03
Year Imports ZxTorta
1950 32 20
Z -
1991 g2 0
1962 89 &z
) c-
1863 73 <
106L 81 e

2. Compiled from Chin

shipping costs (which uban e il

which are estimeated &t 10 perce the neleld

Cuban trade with China for 1959 is included in the treds ¢ thz

Tree World with China.
at 325 million annuelly for 1GA1-84. In addition to purchazsss o
domestically produced gold, China during the wu fan movement oI 157:
is estimated to nave expropriated S15 million worth of privetsly nsll
gold as well as foreign currencies. Z1

nsurance on Internziional Shitmen*:s

Estimates of Chine's payments for freignt
tional shipments are based on the assumpiion

Free World trade are transportec in Free Wor

directly. China has practically no oceangoing fleet
World ships and the ships of other Communist countries.
1 <

S
financial data suggest that China's ruble payments to vess
Communist countries trensporting imports from the Free Wor

equivalent to its Free World currency payments to Free Wor is
transporting goods from the Zastern Zuropean Communist countries Be-

limited amount of China's Free World trade moves by land.

Freight and insurance costs are estimated by geographical arez &s

a constant percentage of the value of China's imports from each ares of
the Free World. For Western Europe, Western Africa, and North ané South
America, these shipping costs are estimated at 10 percent of the f.o.b.
value of China's imports. For all other countries, shipping cost
estimated at 5 percent of the f.o.b. velue. 22/ The results of this
simplified method of estimating shipping costs when used for the three-
year period 1954-56 have been found to be roughly comparable to estimates
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derived from actual freight rates and trade data expressed in thysica
volume terms.

Ttem 3.1 (b) Freight and Insurance on International Shivments
{Communist Countries)

China, like all other Communist countries, uses its own comganies
to insure imports from other Communist countries. Although China
places some reinsurance with other Communist countries, freight costs
probably account for almost all of the shipping expvenses that recuire
international payments. Because the USSR, North XKorea, North Vietnam,
and Mongolia have contiguous borders with China and because their ex-
ports are priced f.o.b. the border, freight costs on imports from these
countries are negligible insofar as the balance of payments is concern=d.

such costs probably are offset by earnings from these countries' goods
transiting China. Thus the main freight cosis paid to other Copmunist
countries are incurred in trade with the European Communist couniries
and, since 1960, with Cuba.

Freight costs on Chinese imports from the European Communist coun-
tries are largely incurred on rail shipments across the USSR. These
costs are estimated in Table 20. In addition, until 1962, China's
payments for freight costs on its sezborne imports from these countries
(as calculated by applying freight rates to the estimated volume of
cargo) were largely offset by earnings from tne China-Polish Ship
Brokers Company, Chipolbrok (as derived from Polish reports of oceean
shipping operations and earnings). Because of the sharp decline in
China's trade with the European Communist countries since 1950,
Chipolbrok's ships -have increasingly participated in Free World irade
and therefore produced small (net) earnings during 1962-6.4.

China's imports of sugar from Cuba have incurred relatively large
freight payments. Because China has used Free World ships almost ex-
clusively, these payments have been in Free World currencies. On the
basis of average freight rates .for sugar exports to China and the vol-
ume of sugar imported annually by China as reported in Cuban export
statistics, these freight payments are estimated as follows:

Average
Volume 23/ Freight Rate 24/ Freight Costs

Year (Metric Tons) (US $ per Metric Ton) (Million US §)
1960 L76 , 500 13.20 6.3
1961 1,032,100 16.10 16.6
1962 937,900 12.70 11.9
1963 500,900 13.70 y 6.9

193,000 a/ 10.30 a2 2.0 a/
196k 368,400 15.50 6.0
a. To the USSR on Chinese account.
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Table 20

U:

Communist China: Freight Costs on Overland Im p
D

from the Eastern Turopean Communist Countries

1950-6kL
Imports 2/ Freignt Costs &/

Year (Thousand Metric Tons) (141lion LS &
1950 : Negl. Negl.
1951 10 1.2
1952 10 1.3
1953 20 2.0
195k 80 1.2
1955 80 12.0
1955 100 1.0
1957 100 15.0C
1958 150 zz.2
1859 125 18.2
1960 100 1.2
1951 _ 50 7.2
1862 25 :.2
19563 10 1.2
156k 10 1.3

. Derived Trom the value of China's trade with the EZastern Zuropean

orrunist countries, taking into account seaborne shipments, the

stimeted commodity- mix of overland treade, and price data. 25

lculeted on the basis of an average rail freight rate of $152
ic ton for transporting manufactured goods from & roughly
at
ov

o
Lo
3
Mo f\‘
© ot

e geograrhical center of Bastern Europe (300 kilometers west
. - 7
iet-Czechoslovak border) to the Sino-Soviet border. 26/

Item 3.2 Freight and Insurance on Coastal Shipments

Peyments in clearing rubles and Free World foreign exchange Ifor
shipping costs in China's coastal trade are estimated by epplying an
eprropriate freight rate to the volume of goods carried by ships of
other Communist countries (meinly the USSR) and Free World ships in
this trade. Estimates of these payments are presented in Table 21.

Item 4 (a) Interest Payments (Free World)

Because of wide variations in payment terms, China's interest pay-
ments on its borrowings from the Free World have been calculated for
each contract. 1In the case of complete plant purchases, interest costs
have been calculated by applying an estimated interest rate to the




S8 rpouwwod AYInq a4y Jo aaTqequasardod adu yoTym 59980 --

*sdyys PTJIOM 994 pue S3TIJUNOD
Ju o) Iayqo jo sd1ys uo pasouw spood JO oun{oA oy pue uoq oraqaw Jgad 9500 Purddiys Tenuue ayg jo gonpoxd ayl ‘o

/82 "epely Te4sBOD UT FuTAO

squomdTys 9T8S pue Teod J0J S998I JO aFeJaAe ua ST 9661 X0]

el QUHTBIT By,  Xapul aqud pWProxy ayq Kq Arrenuue pagsnlpu uasq sey 9G6T 10J pajeuwt)sa 898d 3ydisa] oFeaase uy 'p
)g *(sdweay) saaqaeys aPekon Jo Xapul usIFeMaop ayj wox O

$9 [IJUNOD STUNWWO) 12Y1q0 Jo sdiys uo pasow spood ssal sdiys udialoj uo paaow spoon °q

.Aucwohma
m.mv LGAHT UT se apedqg TEYSeod Teq0h Jo uorqrodoad suies 9Uj Je Usaq 848y 03 PIJLWTILSd ST Q6-OGHT JOJ aumTOA 3y ‘®

TJoN he'e 9% Tplon “T9aN VN R96T

1 ne'e 9 9'0 9°0 0"t £96T

T HO' & 14 9'0 9°0 0'0f 2961

€ oe'e 4% A 2’1 o'he  T96T

2 6 912 ns 2y 6'0 T4 0'G6E 0961

A 6 802 24 FA 60 16 g 1€ 6661

T 9 no-e "% £ €0 92 L'6T Q661

i STARY en L T £ €T 66T

] 00" Y 00T 60 6°0 0'TT  966T

2 o't e L0 Lo 0'6 GGoT

c ft e 19 Q0 8'0 06 1661

T ge e LS G0 60 9'G £66T

1 96" & /. 0 7°0 1'¢ 66T

2 78" 4 121 €0 €0 2'¢ T66T

RGEN Y2 e 94 To T0 0T 0661

soTquy aduRyoxy \m {uol otTaqen (00T = F6T) \m sdTyS PTIOM S9TIqUNO)Y 45 TUNWWOY m.m sdTyg apeJgy, FCERN
JuraesT) udtaxoy pr.IoM xod 4 gn) \m “opul 994, uo ZayqQ Jo sdtyg uo udTeao] U0 TB3SBOD
ut pred saa ut pred s9so) Jurddryg sgey I ToId PaAOK SPOOH POAOW SpPoOH PIAOK SPOOH Teq0]

($ sn uotTT™H)
/3 s3sop Burddrys Tegoy

SUOJ, OTJI39W UOTTTH

1719-066T

apea], Teqseod ayq ut sqso) sutddiyg xoJ
adueyoxy udIoT0] PT.IOM 290 JO sjuawhed :euTy) 9STUNUWOD

Te at1qaey,

- 38 -

~E-T

S-E-



average value of credits outstanding at the beginning of
at the end of the year. Although Western lenders genersa

revealed the interest rates on crediis extended to the
few known rates suggest an average annual interest rat
percent. __/ For other purchases financed by credit
interest probably is paid at the time the credit =
quently, these interest costs are calculated by a2
interest rate, in accordance with the payment terms
to the value of shipments reported by each exporting cou
of interest, arising because of China's sizeble advance

1963 and 196L, have been deducted from these interest ¢
of such interest refunds is calculated on the assumption

~r

were made on the average four months prior to maturity.

kel
'}'J 0

Item 4 (b) Interest Payments (Communist Countries)

For methodology and sources, see Item 8.2 (h).

Item 5 (2) Other Payments and Receipts (Free World)

Other noncommerciel peyrments and receipts. such as prolizs v
foreign investments and travel income and expenditures r
be relatively smell and essertla;Wy in valence. C
egbroad heve been largely concentrazted in Hong Xong
of a few branches of the Bank o China in other countries.
the Chinese Communists have own ei or controllied about 1k
1950, and they have increased their investments in other

which now number between 30 and 40O retzil stores and a Te:

companies likxe the China Trevel Service and the China Res
Scant information suggests that investments and therelore
all firms, including the banks, have been cquite small cor;
trade earnings from Hong Kong.*¥ For example, the prorit

of China office was less than $1 million in 196kL. __/ An
speculates that profits -- of which only a part accrue to
of Communist-owned or controlled retail outlets in Hong Kong

to about $2 million in 1965. §_/ Partly because China has consistently

ot oot

invited a2 large number of foreign diplomats and businessmen to visit ihsz
country at its expense, its foreign exchange outlays for travel anc
propaganda probably greatly exceed receipts and essentially offset
vestment income.

According to a New York Times article, China's investment in
from Hong Kong has made substantizl increases each year since 1G

* Although this Office estimated that China's nontrade earnings (ex-
cluding overseas *emlttances) from Hong Kong avereaged $30 million & year
during 1958-64, 30/ these earnings probably included foreign exchenge
earnings from Chinese exports to other countries but remitted through
Hong Kong's banking channels (see below).
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The reports on which this estimate obviously is based provide informa-
tion on China‘s total foreign exchange receipts from Hong Kong. ﬁ&/
By subtracting from this total the Chinese exports to Hong Kong and
overseas remittances, the residual receipts (arbitrarily assumed to be
largely investment income) can be calculated at ebout $50 million in
1963 and more than $100 million in 1964. But annual income of $100
million, even with a 25-percent return on investment, implies total
investments of $400 million -- an amount that appears to be greatly

in excess of known Chinese Communist investments in Hong Kong. It
seems more likely that these residual receipts may in large part rep-
rasent export earnings channeled from other countries through Hong
Kong to China and that they may therefore already be included in the
marchandise account. In any case, however, it is difficult to explain
the sizable fluctuations which have occurred in these receipts since

Itznm 5 (b) Other Payments and Receipts (Communist Countries)

1>
3

analysis of China's international accounts with the USSR indi-

catas that China during 1950-60 made sizable payments in addition to
the spacific peyments which have been estimated on current and capital
22count.  Although the USSR in 1961 funded $320 million in Chinese
o ‘ng debts accumulated through 1960, this sum apparently did not
2over China's cumulative clearing delicit with the USSR, which oprobably
zrountad o $374 million at the end of 1960. In 1961, China nad a sur-
tlus of 3240 million on current account, comprising an export surplus
57 3230 million (after excluding imports of sugar financed by long-
<arm oradits) and is estimated to have had $10 million of other, un-
ifiad sarnings. This was more than sufficient to cover the =sti-
i2bi r

spayment of $186 million due in 1961 and suggests that the
-- 35% million -- was used to settle & clearlng deficit

1ough tna addltlona1 earnings of 354 million cou_d nave been
vrevay its long-term lndebtecness, China reportedly did not
wc2 such prepayments until the following year. Thus the total
cive indebtedness on China's clesaring account with the USSR at
960 would have amounted to $374 million. Net cumulative

Yo the USSR which have been specifically estimated, however,
only 3202 million, leaving $172 million unaccounted for. It is
tnat this sum represented payrments for technical assistance and
icommarciel payments rather than capital expenditures. The
assistance payments would thus represent payments for the
of Soviet technicians other than those associated with spe
‘1t industrial installations, which have been recorded in

ounted-for payments probably fluctuated roughly in pro-
volume of trade. Thus during 1950-57 these (net) vay-
w2 increased rapidly frem perhaps $S million to $DO mil
a y22r. During the first two years of the "leap forward," payments

Lo -
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may have reached a peak of $25 million annually. The Soviet withdrawal
of technicians in mid-1960 probably brought these payments to an end,
so that for the whole year 1960 payments are estimated to have totaled
$12 million.

With a decline in payments to the USSR as a result of the collapse
of the "leap forward" and the intensification of the Sino-Soviet dispute,
plus an increase in transit receipts from the USSR associated with the
expansion of Soviet trade with North Korea and North Vietnam, China's
receipts from the USSR probably exceeded payments from 1961 on. These
additional receipts are estimated at a minimum of $40 million (prorated
at $10 million annuelly) during 1961-64. As a result, China's total
receipts from the USSR during these four years are just sufficient to
cover the repayments on its long-term debt to the USSR.

In the case of the Eastern European Communist countries (excluding
nia), almost all of the receipts and payments have been accounted
By the end of 196L, China's estimated payments to these countries
sxceeded receipts by less than $30 million. This estimate is consistent
th China's claim that its foreign debts (epparently referring to the
ing and long-term debts with Communist countries) had been
dated some time in 1965 and with the few available statistics for
e n China and the Eastern European Comrmunist countries in
how a smell export surplus -- $4 million compared with $10
~illion in 1G6L -- with Poland after nine months of 1965.
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Tsem £.2 (a) Overseas Remittances (Free World)

to China from Chinese residing in foreign

A1 L es
lands are adeouaue1j reportad, it is known that these transfers are
aimost entirely channelad through EHong Xong. Hence the estimate of

1 hat is qevlvea from Hong Xong banking data,

oreign exchange received in connection with
(see Table 22), is believed to cover prac-

t
o
A
a

Th2 velue of remittances handled by Hong Kong banks is estimated
n ths basis of Bank of China remittance data reported annually and
on remittances handled by other Hong Kong banks in 1956. For
other than 1956, the share of the Bank of China in total remit-
is assumed to be equal to its share in 1956.
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nning in 1961, these traditional currency remittances were sup-
d by remittances in the form of fertilizer and food shipments.
ase orf fertilizer remittances, overseas Chinese have forwarded
the Bank of Chira in Hong Kong, which then arranged the
rertilizer to the mainland recipient. The value of these

is available for every year. In the case of food shipments,
followed a different pattern, the value of foreign currency
not available. Consequently, foreign currency earnings from
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Table 22
Communist China: Personal Remittances from Overseas Chinese
1950-64
Million US &

Remittances Total

Through the Total Remittances

Bank of China Currency Other from Overseas
Year in Hong Kong Remittances 2/ Remittances E/ Chinese
1950 12.8 Lk .8 LL.8
1951 38.2 133.6 133.6
1952 39.0 136.4 136.4
19353 32.2 112.6 112.6
195k 33.4 116.8 116.8
1955 3C.6 107.0 107.0
1255 26.1 91.3 91.3
1357 19.5 68.2 68.2
1333 18.3 64.0 64.0
1a33 2.0 Lkg.0 kg.0
15l 5.7 54.9 >-0 29.9
pelSs 0.3 36.0 2L.8 (2.3) 60.8
1322 3.3 29.0 28.7 (13.7) 57.7
1283 13.7 L47.9 10.0 57.9
124 5.9 59.1 55.1
2. S2mittances Dy overseas Chinese through the 3ank of China in Hong
Zonz in 1228 ware 28.6 vercent of total currency remittances by over-
3223 CThina2se2. This percentage was assumed toc hold true for other
v22r3 23 w21l and was used to estimate total currency remittances for

remittances included in the totals a2re shown in

imated on the basis of (1) the reported for-
ina in Hong Kong net of trade earnings and
and (2) miscellaneous reports of customs and
od parcel purchases. These food shipments
post and have not been recorded in Hong

inancial Assistance for Covert Overztions Abroad
(Free World)

23 been channeled
ne traditional Chinese
tivities in othar

ancial assistance abroad ?
and Japan, reflecting
in these areas. Covert ac

cf .J‘




areas have increased with the intensification of the Sino-Soviet dispute,
but assistance to them probably is still considerably less than $5 mil-
lion annually.

Although such assistance generally has been small, China in some
y2ars has made sizable contributions to Communist elements in Japan and
Indonesia. 1In 1951, China reportedly established a special fund of
35 million to finance subversive activities in Indonesia. ;2/ Chinese
contributions to one Japanese organization in 1957 were estimated at a
minimum of $3.5 million. ;_/ Although other known contributions to
Japanese organizations have been small, total contributions to all such
organizations during 1950-57 rmust have been at least $5 million. In

1360, China reportedly spent more than $5 million to support the special
antitreaty demonstrations in Japan. =__/

In eddition, China has purchased large gquantities of Southeast
lsian currencies and US dollars in the Hong Kong Iree market, apparently
to Tinance insurgent movements and other covert activities in Southeast
ssia and other areas. Estimates of these currency purchases, which are

mzde by the Po Sang Bank, Hong Xong, are derived Ifrom reports of that

actual purchases and are supglemented by reports of financial
rom the Hong Xong branch of the Bank of China. In
ather extensive reporting of these data, the total of the
€ ions probably approximates the actual tota_ value of
rency ovurchases Jor 1958-6L4. 3Bu:s for 1950-57, informetion is
ted average anrnual currency zurchases during this period
zr2 =siimated at about 75 vercent of the average annual purchases in
1335-39. Zstimates of curreancy purchases oy the Po Sang Bark for covert
ccarations are 330 million for 195C-57, 310 million in 1958-39, 310 mil-
lion in 1960, 315 million in 1G61l, $15 million in 1962, $10 million in
1233, zni 310 zmillion in 1964

credits through 1959
aid expenditures; but
derived from
t reports gave
The value of draw-
ng from this

i
14 countries (see
he summation of
on the reported
data. Generally,




annual drawings are assumed to have been equivalent to the value of the
=y

credit extension prorated over the effective period of the credit as
announced. In the case of Cuba, China has agreed to fund the annual
clearing credits. Thus drawings essentially represent the sum of China's
export surplus with Cuba plus shipping costs, of which all but an amount
estimated at $3 million a year have been paid for on Sino-Cuban clearings.

So LIl

{

tem 7.2 (a) Credits and Grants Extended: Repayments (Free World)

0f credits extended by China to the Free World, only Indonesia has

mede repayments to date.

Ttem 7.2 (b) Credits and Grants Extended: Repayments (Communist Countries)

Zungary is the only Communist country known to have made repayments

Cnina, and repayment terms have been reported for only one of the two
that China extended to it in 1957. On the assumption that the

tarms of both credits are the same, Hungary would have been

to make repayments in annual installments of $5 million dur-

9. EQ/ Because repayments of credits extended to Communist

usually are not schedul=d to begin until after drawings are

, credit repayments from other Communist countries are not yet
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a= £.2 (2) Cra2dits Received: Drawings (Free World

of graln, fertilizer, and machinery
forward" movement, China obtained
2
commercial credits with payment terms vary-

o

22 YWorld specia

to 18 months in the cass of grain and fertilizer and up to
tne ceas2 of machinery and equipment. The value of these
heen calculated for each contract or transaction. Credits
grain purchases (estimated at about $950 million for the
1961-54) are calculated by applying the stated credit terms
t to the approvriate monthly or quarterly trade data of each
ountry. Fertilizer imports from Western Europe amounted to
sbout 380 nmillion for 1962-63 and probably were financed in

payments deferred for one year (with apparently
was a contract for 18 months). Japanese exporters
vided limited credits in 1963; they exported $S 5 mil-
~onium chloride on 18-month credit terms bui exported
of urea on 180-day credit terms. Because less than
38 million worth, of the urea was exported in the first half
v2zr, nat cradits received against urea imports from Japan dur-

, ns
2zr zmounted to only $10 million. Other credits extended in
udse the financing of $2 million worth of Japanese agricultural
sxported on 18-month terms; $2.6 million worth, or 80 percent,
Tu=2 of Japares= stezl products exported on 2-year deferred
srms; and nesrly 36 million worth of British planes with re-
chaduwlad over 5 years. In 1964, several credits were extended
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against complete plant imports and are estimated to total about $37
million. Furthermore, Japan extended more than $SO million in short-
term credits on its fertilizer exports to China in 196k,

Ttem 8.1 (b) Credits Received: Drawings (Communist Countries)

The USSR and some Eastern Buropean Communist countries have pro-
vided credits to China. Those extended by Eastern Europe were clear-
ing credits, funded in 1961, for which no value has been reported.

The total value of credits which China has received from the USSR is
estimated to amount to $1.8 billion. Although these credits are con-
sidered in this report as part of China's "foreign debt," China
apparently differentiates between short-term and intermediate-term
comrercial credits on the one hand and long- term developmental credits
on the other. Thus when China speaks of its "foreign debt" it usually
refers to the developmental credits received before 1961. In their
controversy with the USSR the Chinese refer to the so-called Korean War
crzdits. China claims that the USSR 1s now demanding repayment of what
were originally stipulated as grants. A comparison of the respective
credit inTformation of China and the USSR suggests that these credits
may total as much as $500 million, 41/ but, insofar as can be deter-
, the imports which they financed have been excluded from China's
da*a (China's revision of its trade data in the mid-1950's
T the expunging of the goods received under these grants
de data.) In view of the fairly complete budget and trade
2-60, it is unlikely that other large credits exist over
hose reooruad
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Tnrough 1860, China had received about 31,404 million in Soviet

long-term develoomantal credits. Although the Chinese reported that
th2 value of Soviet credits during 1950-57 totaled 5,294 million yuan 42/
'$’ Rt M’lWLon at the exchange ratio of 1 yuan equals $0.25), it is

mely an additional credit of $80 million was extended some time
L3 This is suggested by Chinsse budget data, which showed
to be a foreign loan repayment of this amount in 1952.
n is rther supported by an unofficial Soviet report EE/
dits extended to China amounted to $1.L4 billion. More-
ison of total repayments with total credits received (as
Chinese) suggests either that this credit should be
included or that China paid unrealistically high interest charges.
sccording to budget data, no credits were drawn during 1958-60.

i

_lres

'y
B R
M \O
v AN W
3 N o

IS RS I IS
]

ct
O PO
el ol
[
O v (D -
reopee f2
o O

Lot

L f2
O
< B
ct
[ MR
M ¢

[e]
3
'
w

China obtained two special interest-free credits from the
The first was a funding of a clearing debt of $320 million, re-

| =
N
'.‘

12 by the end of 1965. The second credit covered Chinese imports
gar from the USSR valued at nearly $U46 nillion in the Soviet offi-
trade statistics. The sugar loan was scheduled to be repaid in
during 166L4-67 -- 100,000 tons ($9 million) a year in 1964 and

and 150,000 tons (81l million) a year in 1966 and 1967.

- 45 -
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Item 8.2 (a) Credits Received: Repayments (Free World)

According to all reports, China has made credit repayments either
on schedule or in advance. Estimates of repayments, therefore, are
based on the stated repayment terms of each contract, supplemented by
the value of advance repayments in 1962-64. The value of the advance
payments was reported for 1962. 45/ For 1963 and 1964 the value of
these payments has been estimated on the assumption that most of the
outstanding credits were prepaid by roughly three to six months, as
has been reported for the Australian credits in 1963. L&/

Item 8.2 (b) Credits Received: Repayments (Communist Countries)

The Chinese have reported the total value of their debt repayments
o the Communist countries, including interest charges. Chou En-lai
ted that, of China's total foreign debt (principal plus interest)
amounting to $1,560 million, 99 percent had been repaid by the end of

4 apd the remaining $19 million was to be prepaid, apparently from

» u ¢t

ct 1=
[ IS AN 1 ct
ct (S)\o s

196k export surplus. 47/ Other Chinese reports indicate that the
intarest-free funded clearing debt of 1961 had been paid in full by the
and of 1

9%4. The USSR has resported receiving 163,000 tons of sugar in
rtial repayment of the sugar loan of 1961. L8/ It is likely
the ¥ 30,000 tons were also en route to the USSR from Cuba on
count, so that about $18 million of the sugar loan -- the
f the first two scheduled arnnual peyments -- would have
¢ by the end of 196L4. Thus debt repayments during 1950-6L
98 million,* of which $1,742 million were payments agzinst
D
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7 de epayments closely approximates the cumulative
annuel repayments derived from budget and trade data. Annuel
54-60 neve been previously estimated on the basis of
t
s

b= 1

177} Cf

a. 49/ For the earlier years, 1950, 1951, and 1953,

W i O b

"
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i
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S sumed to have represented interest charges only and
ed at about 1 percent of outstanding credits at the end

[y

L

g year plus % percent of drawings during the year. The

epayzment in 1952 was calculated at $84 million -- $4 mil-
st in addition to the budgeted $80 million repayment. 50/
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nts during 1950-5k are calculated to have been zbout 1
tanding credits and, beginning in 1955, about 2 percent
credits (excluding the interest-free credits received

s total interest payments during 1950-64 amounted to

ne debt repayment for 1961 was assumed to have been

than in 1960, in line with the gradual increase in

e preceding five years. But for the following years,

became commonplace, debt repayments probably ross
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9 million prepayment of the foreign debt scheduled
m the 196L export surplus, it has been considered as
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sharoly in value and were in fact equal to China's export surplus with
the USSR plus other net receipts. The value of the debt repayment in
196L -~ $200 million -- is calculated as the difference between the
reported total of debt repayments -- $1,898 million -- and the cumula-
tive total of the estimated annual repayments through 1963 -- $1,698
million.

Item 9 (b) Transfer of Soviet-Owned Assets in China (Communist

Countries}

In 1955 the USSR transferred to China its assets in the Port Arthur-
Dairen area and in the Sino-Soviet joint stock companies and provided a
credit, probably of equal value, to facilitate China's payment for them.
The vealue of this credit, and therefore of China's purchases of foreign-

wned assets, has been derived from China's reported total credit draw-
ings for 1955 j;/ less the estimated value of drawings against other
Soviet credits. The value of these other drawings in 1955 is calculated
at $85 million on the following assumptions: (1) these drawings were
against the $130 million Soviet credit extended in October 1954, (2) the
1954 credit was fully drawn during 1954-57, (3) drawings for the final
two or three months of 1954 amounted to $10 million, and (4) the total
reported credit drawings of $35 million in 1956 and 1957 Qg/ represented
awings under the 1954 Soviet credit. Inasmuch as credit drawings,
ing to budget data, totaled about 3415 million in 1955, the wvalue
na's purchases of Soviet-owned assets (by subtraction) amounted to
hi
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10 (a) Changes in Clearing Account Balances with the Free World

by

ct
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4
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es oI changes in clearing account balances are based on a
sources which provide information for most countries having
arrangezents with China, including nearly all of the countries
and Morocco excludasd) that carry on 2 sizable trade with China.
i for which no informetion is available probably accumulate
2latively small clearing imbalances, which may to some extent be
ting. Countries for which cleering balances have been estimated
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lic (UAR). Estimates of China's clearing balances with these
ies are derived from trads data, actual clearing balance records,
zorts of foreign exchange payments either through or outside the
ing account. To reconcile trade with clearing data for some coun-
cuires the assumption that the difference between the trade

ing imbalances represents foreign exchange payments, although
1 =xchange payments have been reported.
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Ttem 11.1 (2) and (b) Convertible Currency Transactions with Communist
Countries
Istimates oI convertibls currency payments by Commmnist China to
other Communist countries have been derived from a Polish report of a




Chinese convertible currency payment of about $10 million for Polish
exports of iron and steel products to China in 1956 53/; the Chinese
credit extension to Hungary of $25 million in convertible currency 54/
and numerous references to Chinese convertible currency payments for
other commodity purchases and shipping services. (Convertible currency
payments for freight costs on Cuban sugar shipments to China are esti-
mated in Item 3.1 (b)). In 1961, China sold silver to the USSR for
convertible currencies amounting to about $30 million. In recent
years, China has also received some convertible currencies for miscel-
laneous shipping services, including an amount estimated at $3 million
a year from Cuba since 1961 (see Item 7.1 (b)).

Ttem 11.2 (a) and (b) Ruble Receipts from the Free World

1959, Burma settled its clearing indebtedness with China by
ansferring part of a clearing credit with the USSR to China's account

th the USSR. 55/ Under this trilateral arrangement, Burma credited

its clearing account with the USSR and debited its clearing account

w1th China. China, in turn, debited its clearing account with the USSR
and thus acquired a claim against Soviet goods in place of an equivalent
claim against Burmese goods.
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Item 12. Exprooriation of Convertible Currencies

Because China's foreign exchange reserves were sstimated to have
creased from practically nouh_“c to about $100 million during
O 29/ at the same tize that net earnings on international account
bably were negligible (remittance receipts from overseas Chinese
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ware essentially offset by an import surplus with the Free World), the
entire amount of $100 million has been assumed to be convertible cur-
rancy absorbed from the private sector Although this sum would have
Just covered the estimated deficit in 1951 in its rree World accounts,
Cnina would have needed a larger working balance of forsign exchenge,
wnich 1t may have obtained by collecting an additional 3100 =million
Trom the privete sector during 1951. It is known that in the early
1550's the Communists absorbed large quantities of Hong Kong dollars
an? other convertible currency which had been extensively ussd for
meny years by the native population in preference to the inflated

Jomestic currency. In addition, during the course of the wu fan
movament of 1952, China is estimated to have expropriated $200 million

in gold and other foreign exchange privately held. 57/ As gold ex-
cropriations reportedly totaled $15 million, the balance of $185 mil-
lilon would represent convertible currency expropriations.
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tzm 13. Changes in Holdings of Monetary Gold

an explanation of the balance-of-payments concept and an esti-
the amount of gold purchased from the domsstic sector, ses
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China has exported small amounts of gold, mainly during 1950-57 and
in 1961. 1In the early 1950's the government sopped up private holdings
of gold, some of which were probably surreptitiously sold in Hong
Kong. 58/ One report indicated that China sold about $3 million of
gold in April 1950. The relative scarcity of other reports of gold
sales in contrast to the large number of similar reports of silver
sales suggests that China sold little gold, possibly no more than $10°
million, to the Free World in the early 1950's. China's entire gold
production during 1950-57, estimated to emount to $33 million, prob-
ably was exported to the USSR. In 1961, China was again short of
foreign exchange and exported $15 million of gold, which was sold by
the USSR on China's behalf for convertible currency. 22/ A negligible
amount of gold was also sold by China to the United Kingdom in 1961.
(In 1965, China purchased about $135 million worth of gold; for the
implications of this gold buying, see the text.)
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APPENDIX C

SOURCE REFERENCES

‘_l

CIA. CIA/RR IM-477, The Dollar Value of the Foreign Trade of
Communist China, 8 A S.

2. CIA. EIC-R1,
1.5(¢)
. 3.4{b){1)
3. State, Hong Kong. Dsp 583, 18 Jan 57. C.
L. CIA. EIC R16-83, A Summary of the International Trade and Trans-
port of Communist China, 1961, Jul 62, p. 12. S.
5. CIA. FDD Translation no 737, 2 Feb 60, p. 151. U.
6. JPRS. DC-39, 18 Mar 58, p. 11. U.
7. Vneshnyaya torgovlya, no 5, May 56, p. 8-13. U.
8. Ibid.
9. USSR, Ministry of Foreign Trade. Byulletin inostrannoy kommercheskoy
informatsii (Bulletin of Foreign Commercial Information), no 27,
26 Jul 56, p. 38-L0. U.
10. CIA. EIC-R1-S6, Communist China's Imoorts and Exports, 19956:
Trade and Transport Involved, Dec 57, p. 102-103. S.
11. FBIS. Deily Report (Far East), 15 Feb 56, p. A 15. OFF USE.
12 Vneshnyaya torgovlya, no 4, Apr 57, p. 21. U.
12. Communist China, China Committee for the Promotion of International
Trade. Foreign Trade of the People's Republic of China, no &,
Mey 58, p. 2. U.
1L, State, Hong Kong. Dsp 966, 29 May 58. U.
15, CIA. 00, 14 Jun 5L. OFF USE.
16. ©Peking Review, no 32, 7 Oct S8, p. 19. U.
17. JPRS. 323L, 23 May 60, p. L61. U.
18. Vneshnyaya torgovlya, no 9, Sep 58, . 9. U.
9. JPRS. 26,138, 26 Aug 64. U.
20. State, Hong Xong. Survey of China Mainland Press, no 3630,
3 Feb €6, p. 19-23. U.
Peking Review, no 6, 4t Feb 66, p. 15-16. U.
21. State, Hong Kong. T 3368, 27 Jun 52. S.
22. CIA. EIC Rl series (2, 2bove), 1952-57. S.
23 International Sugar Council. Statistical Bulletin, vol 25, no 1,
Jan 66, p. 31. U.
Commerce. Value Series: Free World, Exvorts and Imvorts, 1960-6k,
1961-65. U.
24, Maritime Research, Inc. Chartering Annual, 1960-6L, 1961-65. U.
25. CIA. EIC Rl series (2, above), 1952-57. S.
25. CIA. CIA/RR 59-38, Coordination and Standardization of Railroads

_in the Sino-Soviet Bloci 1351-5%, Sep 59, p. 19. S/
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vol XI, no 10, Oct 58, p. 35 and subsequent issues.
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