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Introductlon

| to the
on § Ootober 1955, the Japanese Government submitted
US Embassy in Tokye a 1ist of items which the former desired to

ta
delete frem the International China Embargo Lis

Pursuant to a request from the Executive Gommittee of the
Eoonomic DeZence Advisory (}annni'i'.t.eea the Japanese list bas been
examined in the light of present intelligence information in

‘ order to determine tbo relative strategic and economic importance

of each item proposed for decontrel.
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SUMM-ARY AND CONCIUSIONS

The Jepaness Proposal

The 1ist of 112. items proposed by Jspan for delstion from control
appears to be a careful selectlon of goods for which Cospwnizt China
would present a rsady market and which Japanese industry, for the most
part, could prompily end profitsbly supply. SHome caatiorn scems te¢ have
prevented the inclusiwmn of certain cbviously strategic cizmodities in
the 1list. But if carefully examined against current intelligencs indica-
tions and estimates, most of the gouds on the Japaneoss Jist, if mac.
fresly availsble to China, would directly facilitate the mseting of
presently planned goals. Hany of the proposed items are not only nesded
by China, but are in short supply also in the rest of the Rlog. It is
not within the purview of this study to determine whether controls
should be revised downwazd in the absence of prior assurence that Chinals
public policy is no longsr aggressive.

The items propesed by Japan are nob produced in small or medium
astablishments, which in the Japsnece submission were said to be "desper-
ately competing with each other in the narrow and depresssd domasiie
market and suffering from subsmployment® and waich wers i bensfit
directly by control reductions. Thsy are produced ir large or costly
smeller plants. Control reductions are also eagerly sought by other
COCOM PCs and the venefit which any partdculas PC wight envirage as
 resulting from the freeing of & sertain 1tem for trads with China wmighe

have to be sharsd with other PCs and non-PC free werldd producers on o
highly competitive basis. For many of the proposed items, Guina has
already let contracts in tas fres world and delivery only awaite revi-
sion of the controls.

In some of the proposed items, 1/ problems of kncu=tow protection
and patent licensing are also involved. For exemple, the produwction of
some decontrolled equipment for sale to Commnist Ching may raquire
agsent, szy from a US licsnsor. At the present time, the majority of
US firms licensing use of their patents gbroad still deny thomselves
daliveriass to Bloc destinatdcens. Depending on the oxisent to which Atems
are decontrolled, it may become nacéssary 1o determine whether US firme
ghould let their foreign licensees trads with the use of their paltents
in a manner denied to themyelves or whether US licenscas abroad should
be induced to rsflsct current US public policy -at any vost. Decontrol
of certain ijems of complex design also accentusts the prcblen of accu-
rate identification of items for customs and enforcgment purposes,
particularly in cases wheére other types of that same comnoilty remain
wnder control. It may be necessary for sellers of highly somplax
spparatus to exchange type or serial designetions in the other PCx to
perndit proper recognition of items that could taen be isgally supplisd
o China.

For exsple, Itam C-5093 Radar and radio navigsti'n equizment,
including dirscvticn finders, WN.2o3.
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Commnist China's Position qccmodit.y Groups

: Ghinats cwrrent supply is inadequate in the following categoriss, in
which the Soviet Bloc cannot assist China materially except by reallocation -
of critical resources, owing to internal shortages: Mstal-forming machinery
and advanced industrial equipment of all kinds, chemical equipment, ships, .
slectric power generating equipment, elestronic and precision instruments,
metals such as copper and aluminum, certain minerals, a large group of
chemicals and rubber and rubbor products..

The rest of the Soviet Bloc could supphmmt China's ingdequate supply -
in the following categcrua with fewer difficulties or without major reallo-

cation of ‘Metalecutting machinery, fairly simple petroleum equip-
ment, 2/ gen m\mtrial equipment of simpier spec:l.ﬁ.cntions, :loeomtim,
‘rolling stock, and automotive vehicles.

Chinese cap‘bility at present is best developed for production of the
followings ~Mstal-cutting togls, rails, steam locomotives, ordinary freight .
cars, simple construction and mining machinery, selected consumer's goods
(e+g. sewing machines, hand tools, bicycha), iron ore, steel (ordinary. :
but act alloyed steel}, tin, wolfram, end coal.

c'mmut Caina's Five Year Plan

mabro-dobjocbinofcmiatmmwﬁntnw!mnanuﬂu'
mﬁmotmicmwmmwth@oMmmmvs
own’ resources, ‘this plan, however, can be used only as a general expression
of future goals, mJuhlﬁ,tmmnmpmmaiwmmmmtm
made ooncerning the plan which spans the period 1952 =~ 1957. Since, there
m'mmbmmm-rmmtsofphnchmgosinthepmdnctm
mdmrthwseanngdmormmmwojecudgods

The Jmmrwmmm&cmdwm
for the period 1954 - 1957 is about 7.5 percent per year, The GNP itself
is difficult to calculate: for 1952 in terms of US dollars at 1952 prioces,
1tiaabout065b111:lm;:\ntomottheofficnlrauofm,itu
sbout $33 billien (67 billion Chinese yuan), The rete of GNP grovtbpro—
Jooted for 195k - 1957 is lower than the rate achieved during the period
1950 = msxouingsomwlotthnln:tho esconony in 1950. Bnttho

. sbout 19

RN

)

past | ) , shove
wa,ru«e-pnmwmuw. susterity® (Chinese style)
is being isposed cn the population. ymmnmmé

m.mmmmumtmmp

ymw-n'w ' refining equipment but not '
’ 'm%ﬁutwmnmmormou

i/ '™e 1955 average daily caloric inteke is estimated to be 1,701 as
wntl.%‘!hthmm Czaina has currently the
Mwmuuhucmmmmwm
anﬂnﬂu
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Aside from "political reeducation" and propaganda projects, the major
effort in the current Five Year Plan is dirsctad toward the development of
heavy industry. The plan calls for an expenditure equivalent to $33.3
billion and an overall plan investment in capital construction equivalent
to $18.1 billion (At officisl rate of exchange for 1953.) 5/ The relative
amounts assigned to various sectors are as follows:

Industry 58 percent
Transport, telecormmmnication 19 percent
Agriculture, forestry, conSsr vi-

tion 8 percent
A1l others 15 percent

Within the industrial portion of the plan about 89 percent ($5.3
billion) is to be invested in heavy producer's goods industries and 11
parcent in consumers goods industries. The largest. share of this expendi-
ture is to go to the angineering industries (which require machine tools,
bearings, motors, engines, and industrial equipment of all kinds), followed
by iron and steel, elestric power and coal.

The Role of the USSR and European Satellites in the Fulfillment of China's
Economic Plans )

The officially announced foresign trade of Communist China for 1954
(the only year for which such an announcement has been made) was 8.4
billion yuan or about $3.4 billion. It is estimated that total imports
amounted to $1,98 million and exports to $1.49 million, This estimate
does not conflict with Chiness statements that trade is fundamentally
in balance if military deliveries under the secret loan from USSR and
capital transfers are regarded as credit items. A secret Soviet mili-
tary loan of about $4,00-500 million was reported in 1954, In addition,
there have been large industrialisation loans although the total amount
is not lmown. In October 195k, the USSR announced the extension of one
oftheaelominthemtofﬂ”nillim, N

Communist China at present conducts about 75 percent of its foreign
trade with the Soviet Union. The USSR has agreed te provide help for ths
principel 159 projects of the 69L projects scheduled for reconstrustion
or renovation during the current Chinese Five Year Plan. The European
satellites are contributing a smal) share but their help is nonetheless
substantial. For exampls, Rumania is currently producing elestric geners-
tors for Communist China. : '

ThoSMctcontribntionintomofmtuiahqctuﬂlysuppliedto
China has not been acourately estimated. Early reports suggested that
mousmmmmmrmmmmmmofwautmm

5/ 76.64 and 42,74 billions yuan respectively, oonverted at 2.367 per $1.
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for the 159 key projects but later indications are that actual deliveries
may be somewhat less., On an overall basis, Chinese lsadsrs have stated
ﬂ_;at(}lunswinhavetoinportonrhOpereenbofﬂuoquimtm
machinery required to fulfill the goals of the ourrent Five Year Plan,

But, as previously indicated, in such items as electric pover generating
equipment, telscommnications, marine engines, military and other specialized
equipment China will depend to a far greater extent on iwports.

tion, a very sizable amount. Moreover, the burden is more sigmificant for

an ecouomy whose resources are already heavily committed to internal expan~
sicn. ’

Recent reports describe specific difficulties encountered by the USSR
in supplying China: Soviet officials have attempted to procure goods from
Germany for export to China to relievs the pressure on Russlan resources.
In 1955, Chinese buyers sesking to obtain equipment for a chemieal factory
were unable to secure from delivery commitments in the USSR, European
satellite producers wers able to supply the equipment but pleaded inability
to erect the actual plant without western technical help. Finally, it has
been reported that the USSR and the European satellites have developed
secretly a list of items, the export of which to China is limited oy
prohibited, in order to conserve the available supply for their oun use.
On this list are chemicals, bharmaceuticals, rubber and rubber goods.

Evaluation of the "Strategic Importance” of Items Proposed for Decontrol

In order to determine Communist China's vulnerability to denial of
items included in the Japaness iist and to estimate the consequences of :
decontrol, the individual items of the Japanese proposal have been examined
and rated in the light of intelligense chiefly on the follewing pointss

a:; Strategic importance, i.e. direct usefulness in military
operations or for build-up of military potential;

bo Si.ga.‘l..ficanee in Cormunist China's current and long-range
industrisiization plans;

c. Current and future availability in China (production and
trade); and,

do  Capacity of the Soviet Bloc to supply China.

wQas
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Rating 2 = Strategically importans i Glmud-d
mm--mmm“mr?upmc'

requirensnt

Rating 1 - Stretegloally least importent among items included in
Japansee prepossl
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TABLE 2

QT ATEGIC THPORTANCE® RATINGS FOR CHINA LIST, Ii/III, and IL/IT ITEMS

PROPOSED BY JAFAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS

Item Noz. Commodi.ty 6/

Rating 33 Most Imporiant

Group O: Metal Working Machinery

C-007  Metal working machinery, machine tools and accossories
n.e.s. (a) metal cutting, (b) metal forming

3010 External cylindrieal grinders

301 Internal eylindrical grinders

3017 Single spindle grindars,nae.so.with tabie 12" or more
3067 Metal cutting and working tools

3068 Carbide and carbide tipped tools or dies

3072 Presses (mechanical or hydraulie) with pressure of 1,000
tons or less

2003 Hopigontal eombination bering, drilling and milling machines

é/ Commndity definitions have been abbreviated for convenlence

=i
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TABLE 2
{(Contimed)

WSTRATEGIC TI'POITANCE"™ RATINGS FOR CHINA LIST, IL/ITI, and 11,/I7 T¥WS

PROPOSEDR TY JiPAN FOR DWCONTROL BY ITELS UNDER RASPECTIVE RATINGS

Ttem Nos. Commodity

Grouo 1: Chemical and Petroleum Equipment

C-107 Driers for chemical processes

C=113 Chemical process vessels, tanks, vaits,piping - Xined with
eorrosion ~ resistant material

C-121 Evaporators, multiple-effect

C-131 Pumps (except vacuum), (a) corrosion resistant,
(b) high-temperature, (c¢) working pressure 75 poS.i.
(d; parts

C=132  Vacuum pumps (and parts) mechanical n.e.s.
C=140  Storage or transportation containers (speciel characteristics)
3120 Processing equipment operating at pressures over L50 p.s.i.

3132 Vacuum pumps,n.e.8. and parts

=ix=

Sedt s CoRulyoT
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TABLS 2
(Continved

“STRATEGIC IFPORTANCE" RATINGS FOR CHINA LIST, IL/III, and IL/IT ITEMS

PROPOSED BY JAPAN #OR DiCONTROL BY ITENS UNDER RUSPECTIVE RATINGS

Item Nggc

Group 2:
c=-255
C-256
C=260
=266
3256
3265
2265

2266

Commodity &/

Elseiric and Power Generating Equipment

Diesel engines 25 h.p. and over; N.€.8.
Internal gombustion engines, n.e.s.
Eleetric motors nceoSe

Power equipment n.e.s., (a) equipment for elecirie generating,
transforming,rectifying and converting, substation equipmeni,
(b) plant for production, (¢) Befler-house plant for ebove

Diesel engines, no.e.s. {a) 300 to 800 hop. @ hOO rpm or over.
(b) 800 h.p. or over @ 200 rpm or over

{ec) 1500 h.p. or over @ 200 rpm up to but not including 400 rpm

. Electric motors noeos. of 500 h.p. but not ineluding 5,000 nh.p.

and automatie comtrols .

Elestric motors of 5,000 hopo but not including 12,500 h.p.
and automatic controls

Electric generators, turbo-generators, turbines designed
for turbo gensrators, -- and motor generator sets ol
5,000 kow, and oOver, Nod.s. and parts

Lo
e

Sefie Coli lieT
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TABLE 2
(Continuad)

"STRATEGIC TMPORTANCE" RATINGS FOR CHINA LIST, IL/IIT, and II/IX ITEES

PROPQGS™D BY JAPAN FOR DECONTROL BY ITEMS UNDR RESPECTIVE RATINGS'

Item Nos. -~ Commodity

Group 3t General Industrial Equipment

C-330 Calendars (rubber-working) with 3 or more rolls and eapable
of handling fabric 55" or over

- Silicon carbide, wheels, corundum, emery etc.)
c-375 @-)z:&sg)es (silie » ’ »
C-380 Compressors and blowers,n.e.s. (a) {b)

C-384 Conveyor belt:h;g
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TABLE 2
{Continued)

WSTRATEGIC Ti:PORTANCE" RATINGS FOR CHINA LIST, IL/III, and IL/T1 ITEMS

PR024SED 1Y JAPAN FOR DECOLTROL BY I[TE:S UNDER RESPECTIVE RATINGS

Item tos. ' Cormodity

Group iz Transportation Equipment

3416 Fishing vessels (a) steel bonito 50 - 130 feet,
(b) cutters, motor driven, 50 - 87 feet

2h16 Fishing vessels and hulls with length over 50 feet
(note: those with hulls of wood can be rated "1v

¥iie

S=EmCeReE=T
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TABLE 2
(Continued)

"STRATEGIC IMPORTANCE® RATINGS FOR CHINA LIST, IL/III, and IL/II ITEMS

PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS

Item Nos. Comuoditz

Group S5t Electronic and Precision Instruments

C=501 Telecommunications equipment

C=504 Subminiat.ﬁre electranic circuit components
C=509 Radar and radio navigation equipment

C=561 Bridges

C-566 Measuring and Testing equipment

C=567 Metallurgical microscopes

C=568 pH meters

C-571  Precision, scientific, and optical instruments
C-572 Pyrometers

C=5Th Spectqg-aphsg spectrometers, monochrometer
C-STT Voltmeters, ammeters, microammeters

C-581 Densitometers
- xiii-
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TABLE 2
(Continued)

"STRATEGIC IMPORTANCE® RATINGS FCR CHINA LIs'r; IL/III, end IL/II ITEMS

FROPUSED BY JAPAN FOR LECONTROL BY ITHHS UNDER RESPECTIVE RATINGS

Item YNo,

Group 63

C=617

C<620

2601

Cémodiy

Metals and Minerals

Single and multicore electric power cable insulated, with
or without armoug

- Platinum produets (provisional-part ¢ ~ thermocouples

rated %"1¢)
Tin plaue
aluminun or aluminum alloys (as defined)

Sulfur bearing pyrites

Antifriction bearings (a) low earbon unground steel bally,
(b) carbon steel balls and rollers

Antifrietion bearings and parts (intermediate sizes, all
types 25 defined)

Xiva

SeEeC=ReE=T
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TABLE 2
‘ (Continued)

g PSTRATEGIC IMPORTANCE" RATINGS FOR CiINA LIST s IL/ITI, and IL/IT ITEMS

PROPQSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS

Item Yo, COmadigx

Group 7 Chemical and Petroleum Products

C=703. | Ships bottom canpo_gition
‘ C-706 Rubber campounding agents
C-710 Acetic acid and acetic a@dride
C~71l Acetone
C=717 Caleium carbide
C-T18  Carbon black,n.e.s.
C-721 Chlorates and preparations thereof
C=725 NN = Di:nethylat}ilino
C=728 Formaldehyde
C~735 Methylmethacrylates n.e.s.as defined

C~737 Nitric acid, ammonium nitrate, potassium nitrate

wXV-. ‘
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TABLE 2
(Continued)

"SMTE:GIC IMPORTANCE® RATINGS FOR CHINA LIST, IL/III, and IL/II ITEMS

' PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS

Iten Nool

—
Cc-742
C~Thls
C-753
c=756
C-758

3120
E1 (5

Chemical and Petroleum Products (Continued)

Permanganatess caleivm and pobasSi\mi

Phosporus all kinds (notes Red ‘pnosphorus nay be rated "1").
Sulfuric acid: 93 percent H250, and stronger, including ols;im
Trieresylphosphate

Vinyls and resins n.e.s.

Fluorinated hydrocarbons (as defined)
Sulphur

-xvi~
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TABIE 2
{Continued)

"STRATEGIC I'PORTANCE" RATINGS FOR CHINA LIST, IL/IIT, and IL/IT ITEMS

PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDRR RESPECTIVE RATINGS

Ttem Noo - Commodity

Group 8: Rubber and Rubber Products

C=820 Tires and tubes n.e.s. (as defined)

xvii-
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Rating 23 Important
Group O: Metal Working Machipery
3008 Multi-station tools
3055 Horisontal, draw cut, shapers

3034 4Axle lathes (borderline case for rating 3)

=3 Fiii-
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’ TABLE 2
(Continued)

. "STRATEGIC IMPORTANGE" RaTINGS FOR CHINA LIST, IL/III. and IL/II ITENS
EROPOSED BY JsPuN FUR DECONTROL BY ITEMs UNDLR RESPECTIVE RATINGS

JIten Nos. Commodity

Group 1: Che and Pet t

C=J.17 Water treatment equipment (industrial)

i Group 2: Electric Power Generating Equipment

C=210 Welding machines and equipment, n.e.s. and
-~ {ses item 3202) : pueny and parts

wxixe
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TABLE 2
(Continued)

Group 33

C=303 Cruicbles, artificial and matural graphite

C-331 Masterbatch mixers with automaticall '
Y controlled time
chember volume 130,000 cu.cms or more eyeles

C-351 - Mining equipment and mchinery, n.€-8,

C-383 Crushing equipment
(a) (()rushers ¢ grinders, and pulverizers
all types except for food processi
{b) Colloid mills P )

C=385 Core drilis

C-390 Graphite
(a) artificial and amorphous
(b) powder

L2 = 3
S~E-G-R-E-T
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TABLE 2
(Continued)

WSTRATEGIC II'PORTANCE" RATINGS FOR CHINA 1.I5T, IL/TII, and II/I1 ITEMS

PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATIMNGS

Itenm. Nos,

Group Lt

C=L50

C=470

C=471
C=L72

3477

Commodi

Trangportation Equipment

Motor vehicles, parts and equipment - trucks; trallers

and motorcycles,n.e.s. (except scooters, tricycles under
1/2 ton and private touring cars) (Note: certain vehicles
such as firefighting and buses can be rated mn)

Locomotives and partg,n.e.s (general service, switching,
industrial, nﬂneg

Railway rolling stock,n,e.so and parts
Railway rallsyn.e.s.

Railway rails of 70 lbs, or more per linear ydo

oﬁio:
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TABIE 2
(Continued)

nSTRATRGIC TPORTA"CEM RATTNGS FOR CPIVA 1IST, IL/IIT, and IL/IT TITIS

PROP(SED BY JAPAN FOR DECONTROL BY TTE:S UNDER RESPECTIVE RATINGS

Iten los, comodig

Group 5: Electronic and Precision Instruments

C-502 Detection apparatus

C=575 Surveying instruments
C-53l; Micro-hardness testers
0506  Strain gauge equipment

4 - visional Dbecause
oct8 TFlectronic automatic controlling units {pro
> of present narrow definition - potentially a *3' rating)

axxii=
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TABLE 2
(Continued)

"STRATEGIC TMPORTANCE® RATINGS FOR CHIMA 1IST, TI/III, and T1./IT ITEMS

PROPOSED BY JAPAN FOR DRCONTROL BY ITEMS UNTER RRSPECTIVE RATINGS

Ttem Nos. Commodi

Group 63 Metals and ‘finerals

Cef0l Antifriction bearings and parts (as defined)
(a) balls (low quality) (b) unground

C<635 Iron and steel products,n.e.S. as defined (part "b" - alloy
steel rated "3")

C-450 Lead in semi-fabricated and other such forms,n.e.8.

Ce662 Sodium (metallic) (provisional rating)

Group 7s Chemical and Petroleum Products

C-733 lMethanol
C=752 Sodium cyanide

C=771 Petroleum asphalt (provisional)

wxxiii=
Approved For Release 2000/08/23 : CIA-RQ_F%G_%—_(_}Q‘%J.IAOOOZOM10001-8

e = o=y




Approved For Release 2000/08/23 : CIASRDPG2:00637A000200110001-8

TABLE 2
(Continued)

"STRATWGIC ITORTANCE" RATINGS FOR CHIVA T.IST, IL/ITI, and IT/II ITEMS

PROPOSED BY JAPAN FOR DECONTROL 3Y ITEYS UNDER RESPECTIVE RATINGS

Ttem Nos, Comoditx

Group 9t Miscellaneous

C=901 Abaca and sisal, fibres and cordage

. =xxiv=
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‘TABLE 2
(Continued)

WSTRATEGIC TIPORTANCE? RATINGS FOR CHINA LIST, I/II1, and IL/II ITEMS

PROPOSED BY JAPAN FOR DECONTROL BY TTEMS UNDER RESFWCTIVE RATINGS

Tten No, Gomnodi.tx

HAsting 1: least Important

Group 3¢ General Industrial Equipment

C=320 Materials-handling equipment; (a) ForK~1ift trucks, ‘b) platform
trucks, (c) cther trucks, stackers, trailers

(=321 Civil engineering and building equipment (a) to (5)

G376 Air-conditioning units (self-contained, capacity over 8,010
BTU per hour)

C~381 Portable hand<held tools, (a) metal working, (b) mining and
quarrying, (¢} transportation and servicing

C=395 Precipitators (electrostatic)

©XXV=
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TABLE 2
(Continued)

nSTRATEGIC I4PORTANCE" RATINGS FOR CHINA LIST, IL/III, and /I ITEMS
CTIVE RATINGS

PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESFE

Itefﬂ NO o Combdi g

Group L4: Transportation Equipment

C=li0l Watererafiyno.eo8e and important ccmponent.'s

=xxvi=
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TABLE 2
(Continued)

"STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST, IL/III, and IL/IT ITRMS

PROPOSED BY JAPAN FOR DECON'RQL. BY ITEMS UNDER RESPECTIVE RATINGS

Ttem No. Commodi

Group 5: Electronic and Precision Instruments

C=576 Telescopes

XX Viie
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TABLE 2
(Continued)

"STRATEGIC IMPORTANCE® RATINGS FOR CHINA LIST, T/ITI; and I/II ITEMS

PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS

_Item Nog Comodig

Group 6t Metals and Minerdls

0669 Zine (a1 forms except manufactures)
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TABLE 2
(Continued)

STRATEGIC IMPORTANCE" RATINGS FOR CUINA LIST, TL/TTI; and 11./II TTEMS

PROPOSED BY JAPAN FOR DECONTROL ¥ TTFMS UNDER RESPECTTIVE RATLIGS

Ttem Noo Commodi ty

Group 73 Chemical and Petroleum Products

0=720 Cellulose nitrate containing not more than 12.3 percent
nitregen

C=722 Chromium compounds as defined
C=730 Glycerine
C-731 Hydroguinone

C-738 Paraffin war vnetroleum jelly

=xXxvive
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E-e-B-E-L

Bating No._of Ltems Eorcentege
3 {Mest Important) 2 63
2 (Important) 29 23
1 (Least Important) 13 12
Total | 12 100%
W
2-EeG-BE=T,
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GROUP O

METAL WORKING MACHINERY

Japan has proposed 1 China List, 9 IL-III and 1 Ii~1I items for
decontrol.

These items cover metal-forming machinery (presses), metal-catting
machines of medium size, and tools (bits, drills, etc.). This machinery
is needed by Communist China to develop production of other machine tools
as well as to develop production of critical compoments of such end items
as freight cars and locomotives, tractors, motor vehicles, and general
~industrial equipment.

. ;?Jome of the items proposed for decontrol were formerly rated Il-1
and were downgraded during the list review of 1954. One item, the larger
sizes of combination horizontal boring, drilling, and milling machines
(Item 2003), is now disagreed in COCOM and the U.S. is currently seeking
to have a part of it upgraded to IL-I1.

At the present time, most of the machinery suggested for decontrol
by the Japanese is either not being produced in China or is produced in
small quantities and in very limited sizes. In the production of some items;
however, such as tungsten carbide tipped tocls, China appears to be making
progress, although the indigenous supply is believed to be inadequate.

China's current production of machine tools is still relatively small .
although recent increases have been large. Total Chinese production was
estimated at about 15,000 units for 1955 as compared with only sbout 6,000
units in 1951. 1/ Most of the machine tool types.now in production are
fairly simple. Current development plans have been alterad recently:
for the next two years they no longer seem to stress rapid/quantitative
increase in production but improvement of quality, modernisation ana
greater diversification of types. Thus, the previocusly announced annual
production goal of 30,000 machine tools for 1960 probably is of doubtful
validity. By 1957, on the other hand, the assortment of machines then
in production is now planned to encompass 142 types of tools of modern
design; currently only about 70 types are belng built, many of them of
obsolete design.

Several new factories will have to be built to dchieve the planned
expansion. The principal construction projiscts call for erection of at
least four machine tool plants and raconstruction of existing facilities.
The Soviet Union is to assist China on this project but the exact extent
of Soviet participation has not been disclosed.

Tt is recognized that a count of numbers without reference to value is

inadequate statisticat procedure, but it is the only guide available at
the present time.

-al—
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Recent reports indicate that goed progress is being made at some of
the (hinese machine tool plants, and at one accessories plant in the
production of items which formerly were in extremely short supply. For
example, pyecision grindsrs wers being produced to the following speci-
fications:

Surface grinders 300=-1000 mm
Interral grinders 80~ 150 mm
External grinders 600-1000 mm

At one tool plant, the followlng items were rsportsd in prcductions
18 percent tungsten drills
Reamexrs (taper and parallel)
Taps znd dies (all threads)
Side and end milling cutters with inssrtéd teeth

Siitting saws, plainand segmented with renewable teeth
(maximum 720 mm)

Carbide tipped tools and gear eutting hobs

The above menticned plants reportedly had both o0ld and new equipment. The
old equipment waus of Eurcpean and U.S. makes. The new equipment was Czecho-
slovakian, East German, and Russian. Significaant shortcomings still persist
in the machine %ool industry, however. Minister Li Fu-Shun stated on 6 July
1955 that at the important Mukden Lathe Plant No., 2, all of the drilling
lathes produced in the first quarter of 1955, numbering 380, were returned
"due to wrong procedures in manufacturing; the item of wasted parts alone
cost 1.2 millicn yuan". As a result, the piant made no progress in volume
production from September 1954 to the first guarter of 195%.

From a supply and strategic point of view the following items proposed
for decontrol by China probably would be the most importani: presses,
carbide and tungsten tools, gear cutting machines, broaching machines,; and
finally horizontal combination boring drilling and milling machines (in
the larger :sizes only i.e., above L' spindle). The remaining items pro-
posed for deconirol (or their subst,itutes;)' such as various grinders and
lathes, probably could be obtained by China from the rest of the Soviet
bloc. Their strategic significance to China, at its present stage of
development would be high (e.g. Item 303L for the production of railroad
axles with a high degree of efficiency).

The machina tcool preduction of the rest of the Soviet blec is very
large, exceedingz that of the U.S., in terms of murbers and value, Certain

Feo'
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types of tools, however, are in short supply ~ particularly metal-forming
machines such as presses and precision casting machirery. 3Sowe types of
grinders are also in short supply. In the general subgroup of metal-
cutting machinexy, however, the Bloe iz inr a fairly strong position te
#3110 (hira's neads with a minimum of inconvenience although not in ail
types. Some moetal cutving machines are being expori¢d by the European
gatollites bo the fres world.

Dats on eover-zll imports of machine tools into (ommundst China arse
not available, In the case of impsris of machine tecls from the Eurcpean
satellites only, it is cstimated that their valus ir 195L was roughly
¢2L million or abeout 10 percent of total imports from this source.

(Trade wiith the satellites amounts to zbout 20 parcent of Chinals total
fereign trade of Cainal.

During the first half of 1955, the Chinese attempted te obiain from
thie “ree world vsrious types of milling machines, e madium-gized press,
and die casting cquivment. 1/ It 1is noteworthy that &tae latter two ltems
are :in the category of metal forming machinery {as cpressd to the metal
cutiuing machinery), which 3is glso in shord supply even in the USSR, the
largest wachine tool producer in the Bloc,

The success of China's Fivs Tear Plan te a cousidersble extent will
depoud on the greilebility of machine bools which, in ths leng rum, will
deoend on Whc completion of 4 number of key planits on schedulo., It is also
tolieved that the quality of Chica’s machins »ulidinyg will be largeiy depen~
deqt, on the wvailability of technical :od materdial aid extended to it by the
3t of the Soviet Bloc, Even when present plans hav: ozen completed, ¢
Ciinn will continue to depend on imports of many ldrds of metol working
wochinery for many vears to come.

pE

1/ 4 recent repert states that China has placed an order for 2,000
= grinders in a western country {non=COCOM msmber). These machines
wore of the smaller type which wouldd be useful in 3 garage or a
naintenance shop. The value of the order is not kaown, bub if
1% 48 assumed that each machine would be worth $5CO which is &

minimel figure, the total order would amount te §1 million,
making it one of the largest placed recently.

“13@
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GROUP 1

CHEMIGAL aAND PRLTRULEUM kogUIPMENT

a. The Japanese Proposal

The Japanese propose 7 China List and 2 IL-IIY items for decontraol.
No petroleum equipment items havas been nomimated for decentrol, but scme of
the items included in the Japanese proposal (e.g., pumps and vessels) could
be used by the petroleum industry.. - ‘

B, GChemjca: kauipnent

These items cover equipment of mid-range complexity but often
incorporate corrosion-resistant qualitiea. Included are driers, evaporators,
pumps, storage equipment, ete., which together with ceriain electronic items
similarly proposed for decontrol would greatly assist China in building up
production facilities to meet scme of the deficiences in explosives,
chemicals, rubbsr products, and pharmaceuticals.

The currsnt shortege of chemicals is ome of the main vulnerabilities
of China’s economy. Unconfirmed reports indicate that other Bloe countries
have resiricted exports of chemicals and pharmacenticals to China to
conserve such products for use elsewhere, The current plans call {or almost
a doubling of the output of basic chemicals and pharuwaceuticals.

China currently produces practically no chemical equipment. Reports
indicate that some chemicsl producers have had to resort to crude and primitive
improvisaiions ¢ maintain production.

Current plans for increasing the output of chemicals call for the
construction and rencvatlon of five chemical production plante with Russian
assistance. Two of these plants are scheduled for completion in the period
1958-60. A carbide factory and a soda factory are to be constructed later,
and sn existing oil=paint factory is to be renovated. While no specific
information is available on the extent of the Russizn assistance, a high
Cainese official has stated that only a part of the squipment needed for
these plant projects will actually come from the USSRe :

The current Chinese Five Year Plan also calis for the building
of a chemical ipdustrial machinery and repair plant and an oil-refining
machinery plant., When these two plante are comgletad9 probebly only in
1960, the couniry will be able to start production pf some of ite own
chemical equipment of the simpler type. However, the plans are not
giver in detail ard it is apparent that China is faced with the creation
of an entirely new industry. In this task it also will be almost entirely
dependent on imports of techmical know-how &8s well as squipnment.

=l
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In addition the country will have to learn to produce (or will have to
import) the proper types of corrosion-resistant raw stock (steel, ceramics,
glass, etc.) and precision-controlling equipment used in the production

of chemical producing equipment.

The USSR and the huropeen satellites, owing to internal shortages,
cannot easily supply China with the required quantities of chemical
equipment incorporating corrosion-resistant materials and advanced know-how.
These materials are in short supply in the entire Bloc.

The USSR has already encountered difficulties in fulfilling
specific delivery commitments for chemical equipment to China, It has been
veportad that a Chinese delegation to the UoSR was referred to a satellite
country os e source of equipment for a chemical factory: The satellite .
ecuntry also wes unablc to furnish the desired machinery without western
technical assistanss. :

There have been persiatent efforts bty the Chinese to obtain
chemical and pharmaceutical production equipment from the free world.
A conspicuous example is China's recent effort to procurse through clandes-
tine channels a water treatment plant of a type that the Japznese have now
proposed for deccentrol.

C. Petroleum Eavipmend

The very severe shortage of petroleum products in Ch%na will be
a source of indirect pressure for procurement of dual use chemical-~
petroleum equipment proposed for decontrol by the Japanese.

The country currently produces only a part of the crude oil and
refined products that it needs. The delivery of petroleum products to
China by other members of the Bloc is a costly and difficult operation
{running of the blockade by ses or costly railroad transport with empty
tank cars returning for distances of thousands of miles). China is
scheduled to expand production of refined products during the current Five
Ysar Plan especially when full production begins in the Yumen oll fields.
Currently China is wirtually unable to produce the geological, drilling,
prospecting or oil refining equipment or accessories that are required for
this development.

The required types of petroleum equipmept have been made in the
USSR, Rumsnia end Czechoslovakia for many years. Although the Bloc position
is not ono of abundance {the more complex types of equipment end corrosion
resistant materials also are in short supply), it is believed that the Blec
could meet China's relatively modest needs with less difficulty than the
chemical equipment iilems.
-
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For the typs of equipment that Japan has
> : proposeé for decontrol
a ready markat should exist in Chiua fov wany years to come. The acQuiai%ion
of the eguipment from_the free world would relieve one of the main bobtle-
necks in Chiua'e deveiopuent plans for chemical end petroleum production.

The feregoing s

honld be read i . %,
tor Group 1. bepncs n context with the comments supplied

-6~
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GROUP 2

TR

ETECTRICAL AND POWER-GENERATING EQUIPMENT

A. The Japanesc Proposal

E 4

The Japanese propose 5 China Idst, 2 IL/III, and 2 11/11 items
oy dacontrol. This deconirol proposal covers equipment rated up to
60,000 Xw and under, f.eGo wirtvally all elsctric power generating jitems
except those on /s Thece iiems include electric power equipment for
waieh Commumist Chima has now thé graatast need, €og8oy equipment for
generabing, transforming, rectifying and converting elsctric current, its
gpensmlssion and distibutions control gear and zccessoriess substation
equipment; parts for all of the feregoing; and boilsr house plant equip-
ment and prime movers for use with the aforementionad installations.

B, FElectric Powver GCenerating Capacity in China

Currently China is severely short of electric powoer. The develop-
ment of eleetrie powe: and of an industry to producs electric power equipment
are anong the principal geals of China's present plan and the eornerstone of
the fature indvetrial dsvelopmsnt of the country. 2

Chinsa's smaill elsciric power generating sapacity, consisting of
electric power generating machinery supplied by many different countries
{Gormany, Japan, UK, US), suffered heavy damage during World War II. It
wes partly dismantled by invading Soviet armies whica took soms installa-
tions 23 booty., OSome of the latver equipment was aubsequently returned,
bub in poor condition. Firally, during the ensuing eivil war between the
Naticnalists and the Jommunists still further dane 32 was inflicted on the
pover capacity. Some of the stations were rebuilt after 1948 but the
egqnipasnt remains obsnlete and in poor condition.

Communist Ciina's present (1955) instellsd electric power generating
czpacily is approximasely 3,000,000 kuw and is concentrated in a few industirial
egsnjors in the Bast and in southeastern Manchurie. This is approximately
equel to the elsctric power gererating capacity of North Carolina. Mest of
the stations ave smali, a few exceeding 15,000 ku in capaeity.

The much revised first Five Year Plan ncs calls for an addition
to imstalled elsctric power generating capacity of 1,060,000 ku,an increase

of approximately 33 porcent, to bring total installed cepacity up to about
b,060,000 ke by the exd of 1957,

Specifieally, the current Five Year Plan calls for the completion of

3/ On IL/I are clectvic gsnerators of 60,000 lw ead over.

2/ Lenin said that "Commuaism is socialism plus electricity"; China
appears to bs following clesely tne experience of the USSR's
industrialization pattern of the late twenties which emphasized
first and foremost the creation of electric pcwer for industry.

- T =
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engineers, Tia majerity of the stations will te thermal statiems. Secording
to Chinese anncuncements, work will also begin on azother 38 stations,

apparently of larger gize, which ars not schaduled for completion until later,

Since Chine’s nians call f{er develoament of lnduatry gratiered

throughout ths country's interier, whovre taore is l;f;'it»txle or no eiectric poser
at pressnt, the current plan emphasizes swall b4k 4 m%fécll.e qized thermel statlicne

. {5,000-15,000 kws) with oquipment of the typs that Japan hes proposed for de=
contrel. The full barrsasing of Chinals vagh hydroslestric power pobertial
and the centrol of wivers BChinale zorrowd egaits frether industslzl develop-
ment of the country., However, slx hydraelecirlie pover plants are belng cuns -
structold ¢ pronovaled ai presems whlch will reonive covipment of abeut 50 OOO b

C. Pleebpic Fowar Geseratig Joud yenesd. Trdugboe
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China is just beginming to build up an ixdusiry for the produsiicn
of electric paver equimment. In 1955, China produced generators with a tstal
estimated cepacity of 140,000 kw, stesm twiines with a totel sstimated
capascity of 14,500 kv, and water turbines with 2 totel esvimated oapacity of
29,300 kw, By 1957, China may be able to produce amually electric generators
with a total capacity of 227,000 kw, steam turbines with a total capacity of
84,500 and water turbines tetalling 79,500 kw in capacity. Still further
expansicn of productior is plannsd for 1960, (Generater oubput, for exemple,
is planaed to reash 324,000 kv in total capacity by that year.

To reach thess production goals, ths following new fastorlies are
scheduled to be built in the 1955-156L perled: 2 boiler facteries, 2 steam
turbine fecteries, 2 elsstric gensrator fastories, 1L electrical sguipment
fastory, 1 electris wiis end cable factory, 1 carbeou brush fastory, 1 clectrical
equipment renovetien fectery, 1 low-veltege switch factory, and 1 transforamer
factory. Thus, & whole new irdustry is o bz created. Chins canuot bulld up
this irdustry without large imports and techalcal afd. Even 1f the 1960 goals
ars met, Chinal’s capacity to preducse slectric pover equipment will Le modest
in terms of the power necds of the seonsry.

In ail likelilood, the growing demasds fron the plarned incresses in
industry in general will easily absorb the iacrease in electric power cutpub,
even if the planned incrsases for the lattsr are reslized. For exemple, if
China succeeds in predusing by 1960 aluminum at the rate of 30,000 tons per
year, &3 plaﬁzed , this imdustry alone would require an installation of about
175,000 kw. -

Even if it 1z assumed that domestic predustlen of equipment will rise
according to plen, the date suggest that China will novertheless have to im=-
port genarators with a total capacity of 508,000 kv and turbinss with & total
capacity of 925,000 kw in order to ashleve ticlr cwrrent Five Year Flar: goal
for installed capacity.

Chincee efforts to procurs elestric power generating squipment in
guantity from other Blce coumitries lave met only wita small success. Rumania
and othor Eurcpean satellites have produced some eguipment for Chinz, DBut the
USSR anti the Furopsan satellites thamselves lwmve conilaued attempts to procurs

1/ Caleulated at tlis rate of 10 kwh per L 1b of aluminum and an operating
factor of 3,800 hours pexr year. ,

-8
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scme of this equipment froem the firee warld.‘a‘/ To same extent, this pay reflect
the pressure on the supply of such input materials as copper, steels, and bearings
within the Soviet Bloc.

Ching has made persistent and vigorous attempts to contract with free-
world suppliers for complete power units and spare pmxrts. For example, con-
tracts were concluded with Brown-Boveri {Switzerland) in 1954 for ame 25,000 kw
power plant and five other plants reportedly with a aapacity of 10,000 kw sach.,
Other contracts with free-world suppliers have been signed or are in an ad~
venced stage of negotiation, with actual deliveries cuntingent only cn the
deletions proposed in the Japanese list.

The continuing series of requests to COCOM/CHINGOM (by UK, Relgium,
France, Japan, and West Germany) for permission to ship replacement parts fer
electric pover generating equipment to China reflests China‘s continued de-
pendence in this cetegary on free-world suppliers. Owing to the multi-naticnal
erigin of installed equipmunt, free-world parts are espesially needed to reclain,
rehabilitate, or maintain aging plants installed in the sourse of the indus-
trialisation following World War I. :

A relaxation in COUOM/CHINOCM centrols eon this equipment might not only
remove & major bottleneck fur Chinese procurement of equipment and parts, but
might cause China to revise her povwer and consequent industrialisaticn goals
upward. In any event, the Cemard for free-world squipment and parts ie streng
and veluminous and is expected to continue for at least two decades.

D- Rissel Enzines

Inoluded in the lis! of items propoaedzy Japan for decontrel in this
category are two items ccvering diesel engines. If these items are decon-
trolied, all diesel engires except those on II~I would be available fur export
to Cowmuniat Chine. The engines on IL-I (Item 1255) are those of {a) 1,500 with
a cctary speed of over 600 rpm; i.z. bigh speed, rather light-waight large

i LS A TS Bl

2/ This overall conclusion seams justified notwithstanding the fact that
the Soviet Bloc has exported soms power equipment to the free world, for example,
to some underdeveloped &reas as part of barter arrangenents and for propaganda
purposes.

3/ The Japanese proposal cavers the following two items:
Item C~255, Diesel engines 25 hp and over.

Item, 3256 Diesel engines, n.e.s., as followsi
(ag 200 to 800 hp with rotary speeds of €00 rpm or over;
{b) 800 bp or over, with rotary speeds of 400 rpm or over;
{e) 1,500 bp or over, with rotary speeds of 200 rpm up to but
not including 400 rpm,

The Consclidated China Special List, as published by the US Department of
Commerce on 13 July 1955, does not show an entry for an item C-255. The Japanese
proposal apparently accepts the existence of such a listing pursuant to CHINCOM
Document 373 and sub-docs. 1, 3, and 5, See also State Incoming Tel, Tokyo
1370, 15 December 1955, Secret.
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ef nigh strel gic importance, la industry :né for nevel cralt, and
i erd over whe s megmebis contens exceeds 5 percent of thelr Hotal
b, L.6. “he spscird alloy ulira 1izat~weight diesel engines for use in

werdel ourpsse naval creft (aine syoenars) o

Thys the Japarspe propesal, i implemented. weuid end controls on all
sut tho very highly spreislized types of sngines an. permit cxport to China of
a1l kings of oungines nesded for industwial and miliiary uses.

China's surprerd production and produstien capneity of diesel engines
i smell, Diseel englzes have been mads o at leas. three plants in Dairen,
Taipglos end Shanghal; there are sevornl other planis whers diesel engines ceuld
“o mafe on & gustem baode. It ha3 bean reported thut the largest engine budlt
Acestically ne date ke & rating of abuat 250 hp, tut 1% is not known whether
18 fe 4v semsmercial recdustion. Smaller engines have hgan mrde for varisus
applicaticne 1n agriculture and imdustry, but it is doubiful that gerial pro-
jJucticn has boen achlieved.

The presant Five Year Plan gives 1ittle information om China'ls program
e dienal eugine preduction beyoad the statement that exparimentsl production
sf 5 dicsel snglne of 475 hp is to start during the currant plan This type of
an engine weuld be adegunte for poweriny emall ceean-going vessela and smell
elestiic poigr sbabioemn, There is no ageeific infometion on the eapital ex-
saesien required to incrensc the production of thes: Glesel «ngines in China,

China will contizue to need & wilds variety of engines for industry and
agrievl are. Hewever, the llghter weights of erginna, mostly under 100 hp,
ape usel in the Blee to powor heavy trucks and tractors, and China's plans call
for praduction of 15,000 tracters in 1950, At presmt, no such vehiclss are
teing poodueed in Chinn. I ls very 1iialy that pline for future production of
heavy trucke and bractirs in China 1nelale the constzustion of shops making
Alcuel cngines for this purpese, Smail Jiesal engines alsc will be needed to
weh ipdustrial sachinery as pneunatie drills, nining wachinery, pumps,
sn punps, canpressors and portabls eleckric gensrators, Plans for

sxpansion of the clsatrie poder gunerablag equipment; industry alsc may include
spovisdone for mrling diesal engings., 3ub to achisve a large ocutpus of dlssel
o dnes, ching wiil have %o make substantinl imporis ef Fairay large fowddry and

Tt is believsl, therefors, that for a nupbir of years te come China‘s
indigencus pacdustion i1l be small, avsn whon pressa¥ plans for industiral
sxponslon ere implexautod. Trbernel dszan’ probably will centinue Lo axsesd
Jemaet L production fer o considersile time.

The vest of the Seviet Bloe has been produsing dissel englnes for
qary veaos end has the toehuieal know-had approxizaiely equal to thai of the
free @ rave in the most advansed experimentzl trpes. Seme difficulties bave
besn pearied in ths preduction of eravishafte and high-spsed fuel injectors,
sut dn the conventlsns. types Bles know-how is ndeguete. On the othar hand,
the supuly of dlecsl sugines, sspecially marine dienels, has not been adequate
in the 3 i enylosy and perte have Deen atught Dy the Duropean satallites

feem She wesborn covntries. Machinery to meke vpecial. parts aleo kas bsen
1L
T
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seught., I3 is believed that the rest of the Sowiet Blee cen farnish scme types
of engines to China, but ¢nly in limited amcunts.

A8 vegerds free-vorld suppliers, China hes actively sought dlesel en-
gines and parts since the impositicn of controls., Contracts for delivery of
presently contrelled typss of marine diesel engines have been signed scmetime
ngo and delivery eswaite relaxation of export contrels.

I+ is believed thet & very largs market for all types of diesal enginee
will continue 6o exist in China for & nupber of years.

L
SN
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GROVP 3
Ghlib L, INDLOTRIn] S IPHENT

a. The Jepanese Proposal

The Japanese have proposed tbat 15 Chins List items in the general
industrial equipment category be decontrclled. There are no proposals for
decontroliog IL-II or IL-1II in this group.

although the items proposed for decontrol are dissimilar and cover
equipment for a number of industries, most of these may be grouped approxi-
mately as followss:

wmetallurgical industry - crucibdbles, graphite, abrasives
construction industry «~ platform trucks, 1ift trucks, concrete
mixers, paving equipmsnt, hand tools; etc.
mining equipment indusiry - general mining equipment, crushers
rubber processing indusiry - callendars, masterbatch mixers.

In general, the production in Communist China of the items proposed
for decontrol either has not begun or is at a low level as regards yuantity
and quality. China requiressubstantiasl imports of this equipment in order
to implement the construction, wining, and rubber production sectors of the
current. Five Year Plan.

Most of this equipment proposed for dscontrol ias relatively simple
and has been manufectured in other parts of the Bloc for many years. Scme
of it has been offered by Bloc producers for export to the free world. The
equipment probebly could bs provided to Communist China by the rest of the
Bloc with relatively minor inconvenience. By the same token, China should
also be a good market for obsolete or secondhand machinery. But there are
also a few items in this category such as three-roll-type callendars and
masterbatch mixers (which require considerable precision in manufacture) and
abrasives {which are not in abundant supply in the Soviet Bloc), where ihe
Bloec would have difficulties in supplying China from its owm resources.

Un several of the items proposed for decontral in this category;
some additional comments can be supplied. -

B. Metallurgical Industry

Graphite crucibles and graphite to make crucibles are used ia the
making of fine grade tool steel. Orsphite is also used to make elsctric motor

-12-
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PR O G O
brushes . &% & iakricant *n puint 59 la ne o e Lo reated bero s o
of the inputs for ‘the metaliuviical lpaustr, vecause of e slratsgis
significunce in this applieation. ninmts « veert suppl, of graphite i e 8

+o be lnsde,uats

The gapply of B onlural o sphite o Lae rext o the Blov aovu ia
inadequate. bLat ths artificial ygrup  ite whice 13 procucec ip the Twuh Lnd tu
dome of the patellites actuali, is .aperior tu tire nuture;  while - supply
in the Soviet bloc of this mats~ial s not abunisns Chine’'s Limited . .mands
comld posainl: he et witLout “mped @ =0 Univs Lurden

Toeo supp’y of awresives % Coamund b JLing §a 0 ondsglete A Lidne” YIS
progurement attem is have beey swede Lrongh ioaestipe cltaceels The supp oy
of high~grads abrasives and grading ~heals %o uvhe resi of the Sov.at wiic 1
not, abundan® and it would bs difficu;t for thas Mloa to swpoly Chins winout
conslderablo replanning

G. Cepstruction ang Gouveyin. frausiry

Thoe current. bovwiat blog proauction of conveysr be)ting 15 nof
edequate to permit substantial allocenions {ur sxpors tu Lhim

The proauction of even the simplest typs of construction equipment
in Chins is negligitle and the park of existi.g syulpwent ig also very small.
The equipment proposed for decontrnl is required for the large reservoir
projects currentiy under conatructicn, for building strategic roads amw' rail-
ways, and for the srection of numercus new planta firamly scheduled for
completion in the period 1955-1960.

Therz are no spacific data on Compunist Chinese plans to procuce
this type of equipment. Tt could ke produced, for example, in plunts
menufacturing railway rolling stock China has the plant capacity and xnow-
how to produse simpler types of this squipment but eculd do so only ab the
pxpenss of *ying up facilities now ausigned to the production of other items .

all of the equipment. Ip this sabegroup is available in the rest of
the Soviet Bloe, but the bloec supply situalion is not one of abundance

Cormpunist Chiasz has omade recent efforis to obiain ceonstrustion
machinery from free world suppliers and fulfillmewnt of negotiated contracts
for such machinery awaits only the 1ifting of thes GUOLM/GHINCUM restrictions.

D.  Minipg Fquipment Industry

Current. Chinese production of mining machinery 1s inadequatis as
regards both quality and quantity. Gonsiderable progress has been made by
Ghina in restoring e number of small f{and heavily cannibelized) plants and
some production of mining machinery has been resumed,but the country is atill

13-
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faced with the creation of virtually & new industry. Only the simplest types
of toola are maude, e.g. hammers, drills and small crushers. Even these iteas
are coples of obsolete IS und Soviel equipment but at Lhe present stage of its
develcpuent., the Chinese mlning incustry probably could not utilise more
complex types of equipment. Thare have been numerous reporis of waste and
difficultiee in the production of machinery and excessive breakage and other
shortcomings in the use of it. The current supply of machinery is ipsufficlent
to permit the country to carry out the very ambitious expansion of ti:e
production cf coal; iron ore, non-ferrous wetal ores, cement and other raw
materials projected for the current Five Year Plan.

Several plants preducing mining machinery are scheduled for
renovation during the current Five Year Plan Furthermore a nev mining
machinery plant, designed Ly the UosR, ie to be completed in China in 1960
when production is scheduled to begin at that plant. This will be the first
indigenous sourse of supply for more complex types of mining machinery.

Mining machinery of all types has been manufactured ia other parts
of the Soviet Bloc for many years. While the Bloc supply hes not always been
adequate, particularly with regard to erushers, it is believed that machinery
of the simpier types could be furnished China in limited quantities. Some
mining muchinery has recently been advertised by Bloc countries as available
for expori, but the exact volume of actual celiveries in the free world is
not known.

Chipa bas sou,ht to obtain mining machinery from tbe free world far
several ,sears. actual contracis have been concluded for the delivery of such

machinery as scon as present CUCCM/CHINCOM restrictions are relaxed.

E. Rubber Processing Industry

The supply of rubber products in Communist China is inadeyuate te
meet current demands for tires; tubes and rubber footwear. The plans for
development call for approximately doubling the present output by 1960.

Rubber mamufacturing machinery is not currently produced in China
and the country depends on imports of such squipment. Thus, the priority
assigned for such lmports is very high. On the other hand, China is under
pressure to improve the supply of rubber manufactures by expanding indigenous
production. The res® of the Bloc is short of rubber producte {and of rubbter)
and exports of rubber products to China have allegedly been restricted.

Of the two machines proposed for decontrol {mixers and callendars),
wasterbatch mixers are the simpler type. Callendars are more complex,
requiring precise tolerances under heavy strain. It is questionable if the
Soviet Bloc can supply China with larger numbers of this equipment without
seriously retarcing scheduled production elsewhere. The demand for thie
equipment, from frse world sources therefore is likely to be strong if controls
are removed.

n-u_x
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GROUP 4

TRANSPORTATION FQUIPMENTS

The internal transport requirements of Communist China are met, at the
present time, chiefly by reilrcads. These were estimated to have accounted for
7% of the total cargo tonnage originated in Commmist China in 1955 (Table 5) 9
and 86% of the total ton-kilométer performance (Table 6) in Commmist China's
transpertation system. Highway transport, .in 1955, was estimated to have
accounted for about 17% of the total cargo tonnsge originated in Communist China.
In terms of toen-kilometers, however, higlway transpart reflected the predominance
of urban traffic snd absence of long hauls;, chiefly due to the inadequate road-
network and limited automotive perk. The more traditional modes of transport
in China, inland waterway and coastal shipping, were estimated to have aocounted
in 1955 for a lower perfoymance than highway traffic in terms of total tonnage
carried, but for a higher performance in terms of ton-kilometers.

The foreign trade of Communist China is now carriedproportionately half by
508 and half overland, largely cver the Trans-Siberian railway. To date, China
has not been in a position to make a significant contribution to the fulfill-
ment of her requirement for near-seas ang ocean-going shipping. Bottlenecks
in pert through~puts and at overland transloading points are rapidly being
remedied apace with the progressive development of China’s internal tran
tation system. The construstion of two major wide-gauge rail lines linking
China with the Russian rallvay system will make a major contribution to ex-
pediting the internaticnal overland traffiec.

A,

The Japanese propose five China list; 2 I~III and 1 IL~II items ‘
for decontrol.,

The railrcad items propesed for decontrol represent items now in
actual production in Communist China &8 well as other parts of the Bloz. To &
linited extent, these items cover equipment for the production of which the
free world has a comparative advantage of technological know-how, quality con-
trol, and asgembly=1ine output, Deletien of these items would free all rail-
road equipment from international restrictions. -

The shipping items proposed for decontrol would free small size
wateeraft and ssagoing fishing vessels of limited strategic usefulness. Far
China, however, the removal of restrictions on the latter might be a distinot
boen in view of the fact that domestic ship comstruction facilities for other
typea than junks are still limited {also as regarda the provision of input
materials) and that even “non-strategio" fishing oraft have been assured and
used for naval patrol and transport duties,

3/ This discussion is limited to surface and water transport.,
<y S.a
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The single automotive item, proposed for deletion from the China
1ist would permit China to import virtually all non-military types of passenger
vehicles, trucks, and parts therefor. At the present stage of development,
however, there would be many military and strategic applications in which
even nen-specialized equipment could be employed.

B, EBallroads

1. Irackage

By the end of 1955, appraximetely 16,000 miles of railroad lines
vere operable in Communist China as compared to less than 14,000 miles estimated
to have been in service in 1949. The reilroad network was originally largely
concentrated in the industrial northesstern sections and provided only very
limited service to the important southern coastal areas. Similarly there was
inadequate access to Chinais interior and western provintes, hampering the
exploitation of major raw material resources.

In order to remove the transportation bottleneck to continued
economic expansicn and politieal consolidaticn, the current Five Year Plan
alloceted about 70% of the funds earmarked for transportation to the improve-
nent and expansicn of the railrceds. During the owrent plan, 6,25 miles of
track are to be laid of which 2,500 miles represent new lines.

The following are the principal new projects under developments

Sinklang Rallrced:

Work cn this line hus been in progress for scmetime? it ils to be
extended another 175 miles in 1956 tc the Kansu-Sinkiang border. The Yumen
oil-fields, China‘s main domestic petroleun source, are to be reached early in
1956, This line will connect with the Soviet Turk=Sib line frem Alma Ata.

Packi-Chengtu Rallroad:

Work on this line has been in progress for some time; currently
is reported that the 12,000 foot high pesses of the Chinling mountains are being
traversed and the goal is about 100 miles away. This line will link the
agrioultural Szechwan province with the eastern const.

Work on this line of same 390 miles length appears to be ahead of
schedule according to Peiping statements. Amoy {opposite Formosa) may be
reached by the end of 1957.

These lines in the southwest part of the country, are projected only
and work on them is to begin in 1956, The survey for these lines is reported
to have been completed. Lsying of track for new railread lines in Communist

-l&
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China appears to have progreased more rapidly in the past 2 years than was
ant:l.cipsted in the formulation of the original Five Year Plan goals,

‘Annual production of railway reils of all types and sizes in

. Communist China is currently estimated at approximately 180,000 tons, i.e., the
equivalent of 1600 miles of trackage using 70 lbs/yd rails. At the current
output rate of demestic rolling mill capacity, Communist China is not meeting
the requirements particularly for heavy rails specified in recently stepped-
up constyuction plans. For the next several years, Communist China is likely to
show strong interest in imports of rails of all types, and, in the event of de-
control, Comunist China probably would rely to a considerable extent on free-
world supplies. The USSR can easily absorb its current output of rails in
Russian:projects, and satellite manufacturers such as East Germany are still
reported encountering quality-contrcl and -quantity production problemd. The "
rails proposed by Japan for decontrcl (Item 3477 - M lbs cr over/linear yard, .
35 meter) include precisely the types of heavier rails used for construction
of strategic railroads in the Bloc including Communist China,

In 1955 , -the commmiezt Chinese loccmtive park was eati.mated
to consist of some 3000 units (chiefly steam engines) and the Chinese rolling
stobk was estimated to number; approximately 68,000 units in the same year. The
remarkable increases that are reported to ha.ve occurred in the ton-kilometer
performance of Commuriist Chinese railroads, perticularly following the end of
the Korean War, were du¢ not only to inoreased utilization of existing equip-
ment, but also to improved mainteinance permitting such utilization and the -
grea.tly 1ncreaeed production o!' new 9quj.pment .

: Further incrgaaes in the productim of new equipmnto as gscheduled

through 1960 in Five Year Plan .announcements; are shovn in Table 4. In order

to reach these goals, one plant for locomotive censtrustich and cne railroed

car repair shop are to be bullt before 1960, and six existing locemotive repair
.and two existing railrcad car repair shops are to be renovated, The in-

puts reqnired for these plant censtruction and rencvation projects, and the

increased demAndsg whick the new plant,s will make on supplies cnce they are in

operaticn; highlight also the importance of materials covered under var:lans

other ca.teg@riea in this analysis,

Even with the planned angmentation of canatruotian and repair
facilities, Commmist China probably will continue to import locomotives, par-
fioularly those of advanced design, in order to meet their ambitiocus equipment
and traffic goals. While the Europssn Soviet Bloo potentially could supply
much of the additional locomotive equipment required by Commmist China, there
is. 1:l.ttle evidence that it has in fact done SOe _

. Decontrol of Item C-470 uould' make it possible tor Cmmmista
China to acquire from free-world suppliers both general service (line) and in-
dustrial ;losomotives {and parts therefore) of All principal types and sizes
now required, In view-of the country of origin of existing Commmist Chinese
equlpmemt Japan might anticipate orders for such general service locomotives
8.gop the MIKADO type,, if the Commmiat Chineae declde to promote uniformity

. =l7=-
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of equipment in order to preserve widest possible interchangeability of parts.
On the other hand, it would alsc be important to determine whether any general
service locomotives sought by Communist China in the event of decontrol, are
ordered in wide gauge for possible use on the new Sinkiang and Outer Mongolia
trunk iines., Such wide-gauge equipment would in effeet augment not only
Cemmunist Chinese transport capabilities, but would directly contribute to their
further integration with those of the USSR in the Far East,

C. Water Irensport

1. Qcean-goine, and Coaatgl Yessele

At the end of 1955, Communist China ‘s merchant fleet consisted
of some 120 shipa of 1,000 GRT or over totaling approximately 295,000 GRT, as
cempared with 1950 when Communist China had 79 cceangoing vessels totaling
175,000 GRT. The insrease in the merchant fleet was accomplished by salvage
enterprises, asquisition of new and used ships from abrosd, and some domestic
sonstruction. Participating countries have not furnished ships to Commumnist
China since the impesition of COCOM controls, but other free-world coumtries,
notebly Finland, have scld new and used ships to Communist China, Finnish ship
salee to Commmmnist China thus far include 1 second hand vessel of 1959 GRT
and 3 new cargo vessels totaling wpproximately 6,981 GRT. At the present time
firm Sinc-Finnish trade agreement commitments oall for the construction of 3
additional ships of 2,730 GRT each for Communist China by 1956.. In 1957, Sino-
Finnish trade agremment ccaomitments call for the delivery of 2 tankers of 3000
GRT each to Communist China. In addition to these vessels ssquired or to be
acquired from Finland, Commmnist China was also able to retain control over
some 25 vessels totaling approximately 55,000 GRT which had engaged in Commmist
China trade under the Panamanian flag.

It should be noted that at present the Chinese merchant fleet is
employed in some near-seas traffic but chiefly in the coastal traffis, There
is stlll a dearth of good barbors along the China ccast, Of the hundred or
more ports and landings along the coast only a handful are of major importance
to foreign and domestic traffic. Rather ambitious plans have been announced,
however, for the enlargement of this branch of transport.

Communist China’s ocean-~borne transport requirements have been
met chiefly by other Blec and non-Bloz flag tonnage. Bloc tonnage invelved in
trade with Communist China increased from a total of appraximately 835,000 GRT
in 1952 to a total of 1,163,000 GRT in 1954, The restoration of numerous
free-world liner services to China following the end of the Korean War, in
addition to chartered free-world shipping inveolved in trade with Gommmnist China
increased total free-world shipping engaged in Communist China trade from
2,692,000 GRT in 1952 to 5,461,000 GRT in 1954. It is possible that for
strategic and prestige reascns China may resort to more far-flung overseas
shipping operations, if free-world bunker and ship repair oontrols are relaxed.
In that event scme ships acquired by Eurcpeen satellites for the China trade
{in some instances with Chinese aid) might be transferred tc the Chinese flag.
But otherwise even the free-world liner and tramp tonnage now engaged in trade
with China could go far toward meeting additicnal ocean transport requirements
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of & liberalized Chinese foreign trade pattern for tne immediste future.

Japan, however, has not proposed decontrol of items covering
osean~geing merchent ships. On the other hand, inoreased availability of such
jtems as ship plate, boiler tube, and diesel engines, which have been proposed
for decontrol, will provide considerable aid to Chinese shipbuilding and ship

repalr programs.

Commmist China has some 10,000 ccean geing junks with a total
cargo carrying capacity of appreximately 402,000 tons, Some of these junks,
sampens and fishing vessels have been armed for patrel and ccastal escort duty;
others are used as naval auxiliary units, e.g. as radar pickets. Chinese
Communist junks operate largely aleng the southern coastal ereas and generally
represent substantial military transport reserve capacity.

Fishing vessels have been a popular trade agreement item in
free world trade negotiations with the Seviet Bloc in view of their high value
per ten,

Japan specializes in the construction of certain types of fishing
vessels covered by items 3416 and 2416, proposed for decontrol. While Commmist
China does have shipbuilding capacity for the same type of ships, it is now
devoted almost entirsly to naval constructien. Decontrol therefore would permit
continuation of Cemmunist Chinese naval construction programs unhampered.

China has about 60,000 miles of navigable inland waterways, but
a large part of the system is suitable cnly for shellow draft vessels. As
shown in Table 5, This mode of transport has exsceeded the ton~kilometer per—
formance of both coastal shipping and highwey in the recent .past and 13 ex-
pected to continue doing 80 in the future. In terms of cargo originated in
Communist China, inland waterway traffic occupies a much more prominent position
in Chinese shipping services than ccastal traffic {see Table 67:

The China 1ist shipping item proposed by Japan for decontrol
covers also ocraft usgble chiefly for inland waterway traffic. This should be
judged in terms of overall military build up and China’s annocunced intention
to seize off-shore territeries such as Formeosa.

The Communist Chinese inventory of motor vehicles (passenger cars and
trucks) grew from about 40,000 units in 1950 to 67,000 units in 1954, China‘’s
goal is an inventory of 250,000 vehicles at the end of 1960, The larger
part of present motor transport in China is required for short-haul urben,
and semi-urban transpert.

The need for vehicles, particularly trucks, will increase as highwe; s
are improved. At present, highway transport of the long-haul type is almost
entirely absent in areas served by river, coastal, and rail transport. Important
commercial roads represent about 50,000 miles cof the 86,000 miles of highways
now open to traffic., Most of the 6,000 miles of new highways built since 1949 have
linked remote regions with the existing road system of south~central China.

-1
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During the current Five Ycar Plan, a total of 45,000 miles of new highways was
te be added to the Chinese road netwerk.

Current plan gesle for the autemotive vehicle parts for 1957, as.well
am~ . for later years, carnct be met without substantial imperts from ebroad
because China’s preseni preduction capacity for motor vehicles is cnly a few
thousand units; increases in production cannct take place until new plants
are bullt; Bubstantial preduction is not scheduled wntil 1960 (see Table 4).

In view of the backlog of unfilled delivery commitments for motor vehicles

of all types within the USSR and some of the satellites, only vehicles roquired
for urgent militery nesds and key construction projects are being made
availatle to China by the rest of the Bloc. Strong atiempts to prooure
autemotive equipment and parts in free-world countries are centinuing. 4
larger consigmment of Eritish passenger automobiles tc China in 1954

received considerable notice from the Communisat press.

The proposed deletion of Tten C~450 would permit frse-world producers
to supply to China the tyre of automotive equipment urgently required for
falfillment of urban and ncrmal highway transport needs. It may also aventually
release planned Chiness facilitiles for concentration en the produstion of
military-type vehicles and, in time, relieve Chinese pressure n Russian pro-
dusticn facilities for such versatile military-type vehicles as GAZ=69's
end heavier all-wheel drive models now covered by Items 1450 and 2450,

=20=
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TABLE &
ESTIMATED RECENT AND PLANNED PRODUCTION
OF TRANSPORTATION FACILITIES IN COMMUNILT CHINA,

FOR SEIFCTED YEARS, 1952-1560

(in vnits)
{est) (est} {plan} wplua)
1952 1955 1957 1560
Locomotives 20 10G 200 930 (capacity)
Fraight Cers 800 8,500 , $.000 [eapoaeity)
Passenger RR Cars <) 150 300 1,500 (capaoity)
Tensks | . 4,006{3) 90,000 {capasity)
Ships (irx units) 84 = 1247 =
ty CRT 21,000 179,000
-2i=
S=fol BBk
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TABRLE 5

ST IMATED _REDEMT AD PLAFNED CARGO ORIGINATED TN COMMONIS: OHINA,
gigliigéwQEMTR&EﬁlﬁﬁﬁﬁiﬁiéﬁﬂﬁiﬂﬁﬁlJﬂ%ﬂﬁLhiﬁig&:mlﬁél
(mlilicne of tena)

{eat) (est) (plax) {plan)
1953 1954 1957 190
Rail 156 208 245 300
Inland Waterveys 1% 25 35 48
{exeluding woexlen
crafi)
Conet Shlpping 5 () & 9
{exelvding wooden
eraft)
Higlomy . 51 58 86
2P
2 EG-R-E-T
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TABLE 6

ESTIMATED RECENT AND PLANNED CARGO MOVEMENT IN COMMUNIST CHINA,
gy TYPuS OF TRAFFIS FOR SEZLECTED YEARS, 1953-1960

(billjon of ton - kilometers)

{ast) (est) {plan) {plian)

1953 1955 1947 1960
Feii 76 122 2% 166
inland Watervays 6 9 12 p 3
Joastel Shipping & 5 6 7
Highuoy 1 2 2 5

«23~
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The Japanese have proposed that sixtesn items on the China Special
List and two items en Internatiopal List III in the electronica and precision
instruments category be deleted from control to Communist China. The proposed
dsletions would afford Communist China an opportunity to buy the redic and land
line equipment needcd for & swift buildup of an internal and axternal communi-
rations system and would make available a complete line of precision instruv-
rents walch would enable Communist Chaina to construct, service, and
maintein a modern industrisl plant. The ltems propused for deletion can be
grouped roughly under nGommunications® and ®Instrwsents® :

B. Communicabions.

The Japanese propose decontrol of the following telephone and tele-
graph (landline) equipment: {1) carrier frequency telephone terminal equipment
operating at 10 kc/s and under (3-7 channel equipment); {11) intermediate
repeater and amplifier equipment; {ii1) parts and subassemblies; (iv) automatic,
megnetic and battery switchboard squipment; {v) inter-phone systems; (vi) toll
and switchbeard cable; (vii) bare wire line; and {viii) power supply line.

This squipment would give Communist China a modern efficient telephone system.

The following telegraph equipment would be deleted: (i) all voice
frequency telegraph terminal equipment; {11) teleprinters; and (111) teletype
equipment {the latter cperating at 200 words or less a minute), this equipment
would give Chine a medern, efficient telegraph system. ‘

All redioc transmitters, subassemblies, and components, except the
specialized military types 1isted under International List Item 1517, would be
decontrolled., Acquisition of this equipment would give China radioc broadcasting
facilities squal to those in free~world countries.

In addition the Japanese have proposed that certain electronic bridges,
voltmeters, ammeters aud micrometers be decontrolled, This equipment is used
4o test apnd maintain communications equipment. '

: Cosmmunist China‘s needs for both wireline and radioc comnmunications
systems is critical. At present, communications facilities are concentrated

in tho eastern part of the country. Indusiry and government consume about 80
percent of the existing communications service. China‘s stated telecommunications
policy is (a) to push wireline construction as fast as possible to insure
security of state and military messages, and {b) to give priority to the

national defense, military, and palitical tasks of the state since communicatlions
facilities are not adequate to meet other needs.

For 1954, 37 mejor construction and expansion projects for lang die-
tance telegraph lines were planned. The telegraph system itself has been

- 2h L
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expanding at the rate of about 11,000 km & year. In 1933 it was announcad
thet telephcne lines weuld be extended by 12,000 km and that 33,000 switche
boerds would be added to the telephone syatem, These figures give an in-
disation of the magnitude of oxpansion being undertaken in wirallns communi-
caticns .-

i Communist China plans to increase redic broadcast stations by 10 peo-
cent s year. It is not knmwn how many radio transmitiers China has at ths
present time.

-

Generally speaking, it is estimated that investment and operating
expenditures for telecommunication will increase 20 percent by 1957 and will
double by 1960.

. Commvnist Chine produces little or ne radio ¢r land iine communicaticns
equipment.. A% present cne signal equioment plant is nndap congtruetion which
was designed and is being built by East German techniciens, 'his plant,
goheduled for completion in 1957, will manufacture radis, telophone and tele-

greph equipment and acme precision insbtyumenis. FProf ected ammzal praduction
rates for this plant are estimated %o run as folleows:

450,000 loudspeakers, frem 1 to 25 watta and esrrespoading trans-
formers

150.000 bedstones of sapphire and agate for measwrirg instruments

300 000 rotary condensars for radio

150,000 sarphones of 4,000 chms impedance

100,000 speskers for telephens uperators

60,000 hesisets fur telephone wparabors
£0 000 measuring instruments .r switchbosrds end labsrataries
42 000 mizrophenes

Such preduction is almost neglegible in terms of Chipna's needs.

At present, China is importing almost all of ha reculrements in radin
and land line commmicatione equipment. Most of 1t comes from the Eurapsan
satellites and some of it from the free world. Although some sestors of the
communications system probably will show & large growth by 1960, coumunications

_facilities in Commmist Chins will still ba enly barely adzquate unless

purchages from free world predusing gountyries are increast«d considerably in
the meantims.

- 25 -
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C. Precigion Instrusepts

Communist China is in critical need of all types of precision instru-
ments and control apparatus necessar; to the build-up of a modern imduotry.
The Japanese have proposed that prec.ion, measuring, testing and o-tical in=
struments suitable for use in the engiisering industry and fur use in the
development, production, and testing - militery equipment be deccntrolled,
They have also proposed that pH mete:s, and spectographic equipment be:do=
controlled, along with densitometers, wicro~hardness testers, and straln gauge
equipment. .

The Japanese have further rropused the deletion of Internaticnal List
Item 2568, which covers electronic .utomtic controlling units and associated
regulating units. Electronic contrllin; and regulating equipment, the key
to "automation” , harnesses electronic brains Yo meckanical muscle to the
puint where even modern mass product’on ‘echniques ers becoming obsclete.
Automated machines, such as these uring : svises covered in Item 2568, can ad-
just to wariable preductive conditions, correct thelr own mistskes, ins et
the finished product, and even change their own parts as they break or wear
out. Autometion in the United States is applied in refining oil and in the
production of armaments, weapons, plunss, military electronic devices; englnes
of all types, chemicels and explosivus, tie generating of elsctric power, ete,
As Communist China indusirialiges, i% is rzascnable to believe thati the Chinese
will went to equip their industry with as .wuch precision, measuring, testing
and automatic equipment as feaslble. ‘

At the present time Ccamunist China, camnnc’. build precision instru-
ments or electronic automatic equipment. ieither the skilled lahor ner the
production experience is availsble and it takes decndes to develop. The USSR
and the Eurcpean satellites arz not in a positien t¢ furnish such equipment
to the Chinese since by their cwn edmissior. a eriticul shortage of these in-
struments exlsts in their own ccuntries and since only a beginning has been
made in the development of automatic equipment for use in their owm industries.
The Director of the Russian Aut.umation and Remote Control Institute stated in
May 1955:

“Pechnical equipment 18 the material base without which auto-
mation is not possible. Since the war, our industry has
developed rew types of automatic equipmeni and increased its
production several iimes. However, cwrrent preduction doee
not meet the needs of industry either in terms of volume

or in terms of variety of equipment, and this iz one of the
main factors impeding development of autemation ®

It is believed that f the devieces covered by Item 2568 aiong
with other precision instrumcnis becomo avallable to Communist China,
they will plan for substantial purchases of tiis equipment, frcm the frec
world cver the next 20 to 30 years. -

~26 -
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MBTALS, MINBHALS aMND THLIR HaNUFaCTURLS

s. The Japanese Proposal

Japan has proposed ten Chine Special List ltems, on® IL-11X, and
one IL-II item for decontrol  These items csl be groupsd es followss

2 ferrous metals irome =

( 1) tioplate,

{4i) iron and steel products; including alloy steel, n.e-8.
{pig iron, G sheets, plates, girders, pipes, tubes,
povder, ete).

all of these iteme are on the China Special List.

7 non-ferrous metels Ltems -

(i) electric pwwer ceble,
{ 11) platinum thexmocouples,
(3ii) aluminam and aluminum alloys (n.€.85)
[ iv) lead pipe,
v) zinc,
vi) sodium,
(vii) sulphur-besaring pyrites.*
all of these ltems ars &3 ghe Chine Special List.

o (e

-

e N

3 anti-friction besrings items -
A1l types of vearings are covered by these three jtems, except
those on IL=I.** One item each is on the Chine Special ; n-11X
and IL-JI 1ists.

B.  oERRGNS HLIALS

The ferrous metal items proposed for decontrol by Japan include
some products which Communist China preduces in very limited quantities ard
others of which Chinese output ie of inferior quality. & sufficient supply

#  Since pyrites are protably progessed for sulphuyr rsther than iron content,
remarks under sulphuric acid apply to this litem (see Group 7)

»# Generally speaking, IL-X covers the very small and the very large, special
and wltre light welght bearlngs; a1l heve very high military applicatlon.
The bearings on I-1l are the "in-between size" and are also importent
from a strategic point of view but have "dyal) unsa’.
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of iron and steel producta is basic to any industrial expanaion program
as well gs to mebilization plans, For example,such products are needsd
for ship repair, steam boilers, and constructicn of facteries projected
under the current Chinese Five=Year Plan. Tinplate is nseded for the
prugervation of (military) supplies, chiefly foods which wmust be stock-
piisd or stored so as to recist rough handlinge

China currently is expanding its production of lron and stael
products in terms of both quantity end variaty. This s cne of the msin
onjectives of the surrent plan. The counbry has & raw materials bass
shet will more than support the plannad agpangion, but & substantial amount
of assistance is being obuained Iram the USSR and East Germany in order Lo
mske possibls the eniargement of the iren and steel processing indusiry.

An early plan to produce 10 miltlion tons of steel in 1962, has
Lsaen revised downward. The most recent realistic estimatesz of pre-Plan,
surrent and likely future preduction is given in Table 7 3

TABLE 7

ALCENT &ND PROJECTED PRODUCTIOR OF FERROUS MpTALS
IN COMMUNIST CHINA.
FOR SELLCTED YLARS 1952 = 1960
’ Tmiilions of metric tena!

Material 1952 1985 APST 196D
Pig iren 1.9 33 Lol 5 %
Crude steel 1k 2.6 3.8 5 8
Finighad steel 1.1 1.9 3.0 b 2
Irun orve i, 1Go§ 15,0 4l 4

The Chinese Cuvernment has identified the following large projects
which are to be completed at intervals in the futurs, with Russian g8sisg-
Lanyos

a. Resteration and enlargement of An-shan Steel Works - proceeding
rapidly, aithough behind schedule, will increase 1ts capacity to tares
or four times its pre-Plan size, t0 a point where it will be producing
cver half of all Chiness sieel mill products. :

Y. Yuhan and Pao-Tiou Steel Works - the Wuhan project, located in
central China, is entirely new as ig the Pao~Tiou project in Inner Mongoelis.
first phases of these projects are to be completed in 1961-1962. The fworldfs
finest” open-hearth furnaces are envisaged for this development.

SeBeGnl-EeT
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¢. In addition, four "first-rate" steel works will be constructed
or reconstructed during the S-year period.

d. Smaller enterprises, including the Chunking, Tientsin, Tlang-shan
Stesl Works, are to be renovated and expanded by 1957. A

The recent emphasis on quantity appesars to have osrevenisd the necessary
improvement in the quality of Chimese finished steel., Modernization of steel
mills has Sade possible the manufacture of pig iron of reasonably good quality
glthough it has been admitied that among the enterprinas affiliated with the
Heavy Industry Ministry during the first quarter of 1755 a large amount of
pig iron fell below specifications due to high sulphur content. Thirty
percent of the cutput of heavy stesl and steel for building bridges of the
sn-zhan Iron and Steel Company did not meet the specifications. The planned
expansion calls for a great deal of capital equipment which China probably
ecannot provide indigencusly, for example: & sutomatic blast furnacess
3 modern steel smelting plants; 16 steel rolling mills; sné 4 new fire
refractories plants. T

At the present time China is not self-suffiecie t in iron and steel
products and imports perhaps 500,000 tons of steel 'nd stesl products per
¥9aT. in terms of value, imports of iron and Bteel p>ucts form 5.5 parcent
of total estimated imports into China in 195h. Ther come chiefly from other
parts of the Soviet Bloc but alsc to a significant dsgree from the free
world (by transshipment and through clendestine chaunels). Imports in 195hL
included plates; various forms of sheet, such ss Gl and tin plate; rails,
and other finished and gsemi-finished steel preducts. Exceptions requests
in CHINCOM=COCOM for GI sheets have been substantial.

Although steel products are not plentiful in the rest of the Soviel
Bloc, the USSR, because of its large steel productisn (about 55 million
tons per year), is in a position to provide many items to China. This
source, however, dces not fully satisfy China's current import needs. It
is believed that a large market for steel products will exist in China for
many years to come. -

Currently, Commnist China furnishes tin to the USSR and probably
cbtains tinplate in return. There are also clandestine shipments of
tinplate from the fres world. If tinplate should br removed from embargo,
it is possible that Japan would take the place of this USSR in recelving
tin from China and shipping tinplate in return.

C., Non-Ferrous Metals

The situation with respect to ncn-ferrocus metals in China is
highly selective and may change with the passage of time as the geological
exploration of the country is st11l in progress, :ndeed has a high priority
in the current plan progranm. :

Sl eQuR-E=T
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Currently ths couniry has an exportable surplus of tin, zinc, antimony,
-ercury and of wolfram {tungsten ore), but is critically short of copper and
aluminum. Even if the ambitious expansion plans for 1952-1957 would be fully
impiamented, copper and aluminum deficiencies would be expected to remain.

If the plans of expansion are reaiized (which will depend on & continued
infiux of capital squipment from abroad}, Communist China by 1960 may be seif-
sufficient in pyrites, Iluorspar and possibly lead. Other metals and minerals
of which Chinese supply is 1imited or non-axistent are frequently those for
whicn the country alsc has small, if any, need, making the shortage of rela-
tively 1iitle significence.

Estimates of recent and current Chinese production of selected non-
ferrous metals (or their source minerals) and projections for the future
are gilven in the seble balow:

TABLE 8

REGLAT 4ND PROJECTED PRODUCTION OF SHLECTED NON=FERROUS METALS
1N COMMUNIST CHINA,

FOI, SELWCTED YEARS, 1952 = 1960
{Thous-md of metric tons, metal equivalent)

Item 1952 1955 1951 1960
fungster (wolfram) 15.8 20.5 23,7 N.A.
Coppa™ 8.0 12.9 13.6 k.6
Zine hoh 10,3 . 136 18.7
TLead . 7.0 22,5 23,1 24,0
Tin 9.0 13.0 17.0 22.0

T¢ will be seon from thiz table that increases are expected to vary from
60 to over 200 percent vatween 1952 and 1957.

The text of China‘s Fiye-Tear Plan recognizes that the non=ferrous
metals industry is the "emek-1ink? of China's heavy industrys the develcp-
ment of resources and production facilities of these metals is one of the
important tasks of the ¢ rrent plan. A&n emphasis is being placed not only
on modernization of the - xisting mines and opening up of new ones, but also
on geslogieal syplaratio . Probsbly the largest single project currently
underway is the Ko-Cpnin Tin Mine (Yunan Province) which produces about
80 percent of China's tir. In the case of other metals, a shortage of
smelting capatity seems o exist as well as a shortage of skilled labor.
The quality of the metals produced, espaclally that of copper and aluminunm,
appsars to be gub-stendari, as may be expected in the inigial stage of
opsration.
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Tae rest of the Soviet Bloec is also critically short of copper; is
currently attempting to impori significant amounts of mercury, and is
importing approximately as much aluminum and bauxite as it is exporting.

China has sought to obtain copper, aluminum and several oiher nons=
ferrous metals and their preoducts from the Satellites, from the USSR and
. through clandestine sources from the f{ree world. Premium prices have
been pald for some of these items.

s Commodities of high production cost in the Bloc, &s compared with
the US include most non-ferrous metals and minerais, coaxial ¢sble (made
of copper, steel, lead, etc.), magnetic materiais (cobalt, etc.), aluminum,
cobalt, columbium, copper, mercury, molybdenum, nickel, and bismuth. These
high Bloc costs are believed to be explained by low-quality ores, inconvenient
geographic locations, low-rate of capital equipment and réletively inef{iclent
use of machinerye.

The Japanese proposal, therefore, if implemented, would decontrol some
of the critically needed non-ferrous metals in China, The decontrol of
electric cable, for example, would tend to nullify the existing controls
on copper, the embargo of wnich has been 'zn objective of the US economic
defense policy for Several yoars. It would alsc make possiblo the acgui-
sition of wire of a much better quality than China can produce.

From a strategic point of vlew, decontrol of electric cable would
. be undesiratle alsc because it would permit a rapid improvemsnt in China‘s
weak communications system.

The decontrol of plantinum thermocouples would put important iaboratory
and electronic components at China's disposal. Although there is no shortage
of raw platinum in the Bloc (the USSR is one of the largest preducers in the
world) thermocouples are not in adequate supply in the Blcc, although the
need of China, itself, for these items is probably negligitle.

D. Anti-Friction Bearings

China's present cutput of bearings is inadequate from a qualltative
and quantitative point of view. It 1s estimated verv roushlv that in 195%

production of bearings probably exceeded one million unite. It is probably
econcentrated in thoe nimolar tvoes and only a 1imited number of sizes
Under the current plans of development the three existing ball bearings

factories will be renovated =~ apparently no new construction is envisagsd.
There is little doubt that much of tie new equipment, sspecially the key

-precision grinding machinery, will have to be obtained from abroad. Since
some of the Buropean satellites are still short of bearings and their own
indigenous production is not fully developed, such machinery could be

- furnished to China only at the sacrifice of production elsewhere in the

Bloc. China may also have difficulty in producing steel and semi-finished
products of sufficient uniformity and quality to permit expanded production
of bearings in the near future.

03 1“,1
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Currently bearings have been sought from the fres world through legsl
and other sources. They have been a preferred item in clardestine trade.
Bearings and parts of all types and sizes; but wmainly of tbe widdle (IL-1I)

range, have figured in this trade. They can be used in trucks, heavy machine
toals, and railroad rolling stock.

As communist China's industrializstion advances, an even

greater narket
will develop for bearings and parts of all,

types including unnounted bells.,

o32-
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GROUP ¥

CHEMLCAL AND FETROLEUM PRODUCTS

A. Chemicals

Japan has proposed 2y China List and 2 II~II1I chemical items for
decontrol, These chemicals in most cases have dual uses and prior to the
1ist review of 1954, a number of them had been rated Il-=I. Most of the items
proposed for decontrol by Japan have a number of military usesj they alse
have "peacetime" application in "peacetime" industry (metallurgy, rubber
manufscture, plastics, dyes). The "sinister"® uses of some of thess chemicals
are as follows:

acstone (solvent for smokeless powder)

acetylene (for military welding)

carbon black (to make military tires and footwear)
chlorates (tc make explosives) '

N-Dimethylaniline (to make propellante for gulded missiles and
explosives)

Formaldehyde (tc make RDX -~ an exploaive)
methanol (to make anti-freeze, fonu#ldd\yda and high sxplosives)
nethyl methacrylate resing (to make "bubbles* for airplanes)
nitric acid (to make basic explosives)

| Peméeﬂl(can be used as catalysts for rocket fuel)
phesphorus {can be used in chemic#l varfare and pl@tics)
sulfuric acid (to make basic explosives)

sulfur and pyrites (base to make many chemicals and sulfurie acid
and rubber goods)

At the pressnt time China produces very little or nons of the chemicals
proposed for decontrol by Jspan, except possibly glyserineiulfur and methanol;
- nearly all of these chemicals are being imported from the rest uof the Blog
or from the Weat.

China‘s present preduction of basis chemicals is inadequate to meet
the military, industrial, and agricultural needs of the country. The

S=E~C~R~&=T
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development plan calls for approximately doubling the 1955 output by 1960
in several basic chemicals. In broad terms they may be grouped as follows:

(a) rubber chemicals which are related to the planned increase of
output of tires and rubber foot wear, the basic item of wear
in China even for the military;

(b) sulfuric and nitric acid, related to the planned increase in
output of steel, metals and industry generally;

(c) coal tar chemicals (naphtalene, benzol, toluol, phenol), which
are termediate products for dyes for the textile industry,
plasticizers or explosives; and

(d) ammonium sulfate, » basic fertilizer, probably intended for use
in increased cotton production but which also has a wide appli-
cation in industry.
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TABLE 9

RECENT AND PROJECTED PRODUCTION OF SKLECTED CHEMICALS
IN COMMUNIST CHINA,,
FOR SELECTED TRARS, 1952 - 1960
T1;000 metric tons)

Commodity , 1952 1955 1957 1960
Calcium Carbide 8.0 15.0 21,0 30.0
Synthetic Ammonia 28.8 620 82.2 12.5
(as N)
Refined Nsphtalene 3.l00 5,300  6.500 8,200
Chlorine 6.9 N.A. NoAo N.A.
Refined Benzol 9.8 15.0 18.L 23.8
Toluol 2.4 3.8 k.6 5.8
Xylol 0,800 1,300 1,500 2,100
Phenol 0,200 0,300 0,400 0,500
Cresol | 0,400 0,700 0,800 1.100
Caustic Soda 32.2 Lk.5 52.5 65.0
Sulfuric Acid 150.6  267.0  335.0 435.0
Soda Ash 192.0  365.1 4760 690.0
Nitric Acid ' 9ok 20.6 28.2 40.0
Ammonium Sulfate 2114 360.0 155.0 - 600,0
w35
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Even if the plans can be met (which was described as questionable
for reasons explaired in the comment for Group I above), China‘s growing
industry will have a large need for many different types of chemicals.
Problems of quality cantrol also will plegue the country for many years
o come,

At the present time, the rest of the Soviet Rloz 45 not in a sirong
position te export chemicals to China. JIn many basic chemicals, particu-
larly in sulfuric acid, there is ao exportable surplus in the Soviet Bloeo y

Cormunist China has increased rellance on the free world for supply of cheml-
cais. In China's %rade with free world countries, the share of chemiocal
imports nas risen frem 8 percent in 1950 to nearly 30 percent in 195h.
Chemieals have baen sought in many trade agreements with the free world.
Dyes have figursd as one of the prefarred items in clandestine procure-
ment efforts and some continue to command a premium price. Chemicals
also figured prominently in CHINCOM sxceptions.

Toere should be a ready market in Chine for many of the chemicals
proposed for decuntrol for et least the next decads-

8. Petrcleum and Petrolewm Products

 The only poiroleum products or derivatives which Japan has
proposed for decontrol are paraffin wax and petroleum asphalt. Both are
on the China Special IList. COertain forms of petroleum wax are included
in the IRternational Atomic Energy List, and therefore must be continued
under contwol for China as well as for other Bloc areas. There is no ;
avidence of special Chinese interest in this item. When petroleum asphalt
was proposed for deletion from T~III, its addition to the Special China
List was importent beceuse Chinese produgtion was belleved to be negligible
or nonexistent and procwement attempts from the free world were considered
to be substantial. Taese attempts have been less evident recently, although
small quantities of asphalt are belicved to have reached Communist China
by ciazndestine msans.

There has bsen an increase in the contribution of the patrcleum industry
4o the esonumic notential of Comrunist Geina during wac past five years.
Tne cutput of refined products, only 400,000 tens in 1951, reached sbout
715,000 tons in 1954, This supply, however, provided only one=third of
the country's requirementsj the remainder is imported, primarily from
othexr Bloc countries.

The crude oil resources of China will suppprt increases in preduction,
but transportation difficulties - both great distances and lack of equip-
ment - togeiher with a shartage of refining facilities, impose restrictions
on expension of the industry. If the railroads currently under construgtion
4o China's interior are completed in 1957, as planned, the principal oil-
produsing region will he linked to the industrial centers of the East.

y An unconfirmed report indicates that export of chemicals to China 1s
being restricted by the rest of the Soviet bloc.

=36
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Thera is a possibility that petroleum refinery output (ineluding synthetic
oil operations) may reach 1,000,000 tons by 1960, Even then, however, China
would remain dependent upon imports for a substantial part of her require-
msnts of petroleum products.

The rest of the Sovist Bloc preduces a sufficiently large amount of
petroleum productg furnish China’s restricted needs. However, here
agaln the problem of transportation is one that presents very considsrable
difficulty. Petroleum products have been so scarce that they have been
moved even by truck. Kerosene and gascline are a preferred item in illicit
trade with free world supplies at the two main Asian ports - Hong Kong and
Macao. Moreover, Ruseian tank cars, which deliver oil to China, have to
return empty on a run of several thousand miles. Thus POL is available
only at very considerable econonic cost to China as well as the rest of
the Blcc.

3 7=
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Japan has proposed that only 1 China 1list item in this group be de-
controlled, The item C-820, "Tires not elsewhere specified {except those
2er seooters and pedal cycles) " encompasses all motor vehicle tires excepl
those covered by the IL~I definition which control military truck tires of
certain size and ply ratingol Tires of the same rim size as those on i1~1,
but in lesser ply rating or with non-military treads, could be axported to
China if the Japanese proposal is accepted, ~All tires in rim sizes not
covered by IL~I elso could then be exported. In substance, therefore, the
Japanese proposal would affect the decontrol of most types and sizes of tires
for mover vehicles, including some useful for military purposes in an emer-
gency  Thero sre acutelly very Penwt types covered by the I~I definition.

As menticned in the comment for group 3, China’s production of rubber
products is inadequate, In fact, it has been the target of considerable
eriticism and even ridicule. yith a few exceptions tires &re produced by
handicraft methods at emall plants. The quality is poor. Under China‘s plans
of development, the domestic output of rubber products is to be expanded, as
ipdicated in the following table although this expansion can only take place
if additionsl machinery is obtained from abroad,

¢

PO

1/ IL-1820 - Ponevmatic tire casings {gxcludipg tracter and farm implement.
types), aa follwws: -

{a) of a kind specially comstructed to be bullet proof
or tc »un when deflated.

(b) in the following sizes and ply ratings:
{1) 8 ply rating and over in the size 9.00 x 16
{2) 10 ply rating and over in the sizse 3, x 7;

{3) 12 ply rating and over in the sizes 14,00 x 20 and
12.00 x 20;

{c) with off-the-road treads in the following sises apd

pl{ retinga:
(1) 6 ply rating and over in the sizes 7.00 x 16, 6.50 x
20 and 6.50 x 19;

(2) 8 ply reting and over in the sizes 9.00 x 20,
7.50 x 20 and 7.00 x 20,

w38
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TABLE 10

RECENT &ND PROJECTEL PROULUCTION OF SELECTRD KUBBER MANUFACTURLS
IN COMMUNIST CHINA
FOR_SELICTED YEARS, 1952 ~ 1960

Iten A952 1925 1937 1960
Motor Vehicle Tires . 600 700 1,000

{in thousands of units)

Rubber footwear 55 65 75 90
{(millions of pairs)

Kubber products are not in ample supply ia tae rest of the Bloe
which is unable to furnish such products to China ex:ept by seriously
neglecting commitments in other Communist areas. There are unconfirmed
reports that other Bloc couniries have restricted exports of rubber and
rubbsr products to China as a conservation measire.

There have been unrelenting attempts to procure fram the free
world tires of all types and sizes through clandestine channels; premium
prices heve ofteu been paid.

It is believed that a substantizl market for tires of all types
will exist in Chipa for many years to come. The motor vehicle park of the
country is scheduled to increase considerably. ine poor quality of Chinese
roads will reguire for meny years to come a greater than average replacement
of tires. Kven comsiderably increased indigenous production will continue to
be outdistanced by demand for the next decade.

2-k-CBb-T
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MISCELIaNEOUS

Japaa has proposed one item an the Chima Special lList for decontrol
in this group: sbaca and sisal, flbers and cordage

Nemmanist China's supply of techpical filers is not adequate. bu%
since the rest of the Bloc also has a fiber shortags and imports hensquin
hemp. sizal and other fibers at every opporinnity. China cannot expect much
agsistance from this scurce Chioa will e a moderately good marked for
tachnical fibers for many years.

Sines the obher ‘tems in this group are highly diseimilar, no
further discussion appears indicated here
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