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FOREWORD

This report is essentially a reglonal analysis of the gross
national product of Communist China. It may be said to give a third
dimension to an understanding of the Chinese Communist economy by
edding estimates of the distribution of output geographically to
estimates of its distribution over time and among industries. It
also has been designed to provide the intelligence community with
background material on the 10 economic regions of Communist China.

It should be noted that the Chinese Communists have not yet
defined snd snnounced an official system of economic regions. The
regional structure adopted in this report, although taken from a
Chinese Commnist textbook on economic geography, must be regarded
as tentative. It is believed, however, that the system of economic
regions which is scheduled to appear during the course of the Sec-
ond Five Year Plan (1958-62) of Communist China will approximate the
system used in this report.
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REGIONAL DISTRIBUTION OF ECONCMIC ACTIVITY IN COMMUNIST CHINA*

Summary and Conclusions

The Chinese Compmunists plan to effect a rational, balanced dis-
tribution of economic activity throughout the territory of China
within a period of three Five Year Plans. Although China's natural
resources are relatively well dispersed, the historical pattern of
industrial development had created an uneven geographical distribu-

‘ tion of industrisl capscity in the prerevolutionary pericd, with
T7 percent of totel industrial output origineting in China's coastal

| provinces in 1949, By way of contrast, China's vast and comparatively
less-populated hinterland, which contains nearly 70 percent of China's
total land area and includes the frontier regions of Southwest China,
Northwest China, Tibet, and the Inner Mongolian and the Sinkiang
Uighur Autonomous Regions, accounted for only about 8 percent of the

. national industrial production in the same year. Planning effort
in China is aimed at rectifying this unbalanced concentration of

‘ industry in order to promote industriel development close to sources
of rawv materials and areas of consumption, to enhance national se-
curity, and to raise living standards in the backward areas of in-
land China.

By the end of the First Five Year Plan (1953-57), there will be
little progress toward achleving a more balanced distribution of
economic activity. The distribution of the agricultural output of
Communist China will remsin relatively stable, with slight gains
registered in the regions of North China, Central China, and South
China. This trend will probably continue, since the primary method
of increasing agricultural producticn during the pericd of the Second
Five Year Plan (1958-62) 1s to raise yields in existing agricultural
centers through such means as application of fertilizer, expansion of
‘ irrigation, and double cropping. On the other hand, the program of
! railroad construction in China during the First Five Year Plan is con-
centrating on the underdeveloped regions of western China, with rail

* The estimates and conclusions contained in this report represent the
best judgment of ORR as of 15 June 1957.
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access to Yu-men {China's largest oil producer) in Kansu Province, com-
pletion of the Trans-Mongolian line to the USSR, and the linking of the
Northwest Chine and Southwest China regions by means of the Pao-chi --
Cheng-tu railroad representing major achievements. Although this trend
will continue throughout the period of the Second Five Year Plan, culmi-
nating in the completion of the Trans-Sinkiang line as a fourth link with
the USSR and of a new north-south trunk system located about 600 miles
inland from the coast, a major effort will also be directed toward a
rehabilitation of existing lines to solve the growing problem of traffic
congestion in the 0ld industrial areas of China.

In planning industrial development, Communist China has been guided
by much the same economic considerations as those prevailing in other
countries. The governing principle in the Flrst Five Year Plan appears
to be the location of new industry close to known sources of raw materisls
and fuel. Within the latitudinal alignment of China's economic regions
from north to south, more than 70 percent of total industrial investment
during the period 1953 through 1955 was channeled into Northeast Chins
and North China, regions which together account for 85 and 66 percent,
respectively, of national coal and electrie power production. In the
east-west dlvision of Chine between coastal and inland areass, approxi-
mately 45 percent of all capital construction investment and a consid-
erably higher proportion of industrial investment were allocated to
the existing industrisl bases in the cosstal provinces during this same
period. TFurthermore, the decision by Chinese Communist economic planners
in 1956 to plhce greater emphasis on the development of coastal industry
reflected a growing awareness of the concentration of industrisl fixed
assets, of the much higher rate of labor productivity, and of the much
greater number of englneering snd technical persocnnel to be found in the

. coastal provinces of China. At the seme time, it should be stressed
that an increasingly greater proportion of industrial investment will
flow into inland China during the Second Five Year Plan as new bases of
iron ore, coal, and hydroelectric power are established. This trend,
which 1s influenced by considerations of national security, is best
illustreted by the planned construction of centers of heavy industry
clustered about large-scale iron and steel complexes in thé Inner Mon-
golian Autonomous Reglon, Central China, Southwest China, and North-
west China and about huge hydroelectric power projects on the upper
reaches of the Yellow River.

' 8-E-C-R-E-T
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The First Five Year Plan will result in a noticeable shift northward
in the regional distribution of economic activity, due primarily to the
rapid development of existing industrial bases north of the Yangtze
River. This is seen most clearly in the manufacturing sector of North-
east China, which will increase its share of national heavy industrial
output from about 48 percent in 1952 to 52 percent in 1957. The First
Five Year Plan also provides for a heavier concentration of industry
within the leading industriel complex of China, located within a
radius of 45 miles in central Limoning Province (Northeast China) and
bounded by the cities of Mukden, Fu-shun, Pen-ch'l, and An-shan.
Moreover, Shanghai, long regarded as the prime example of excessive
concentration of industry in pre-Communist China, is being built up
into a heavy industrial base as the result of a decision made in 1956.
This trend toward increasing concentration of heavy industry will con-
tinue until the latter part of the Second Five Year Plan when the new
inland industrial bases centered about large iron and steel combines
and hydroelectric power projects will come into belng.

These findinge underscore the long-term nature of the economic
‘program of Communist China to construct new industrial bases in
previously tnderdeveloped areas. Not until 1961 or 1962 will China
achieve visible results in its widely publicized endeavor to create
a rational, balanced distribution of economic activity throughout 1its
vast territory.

1. Regional Structure of Communist China.

A. Origin and Definition.

The basls for the current regional structure of the economy
of Communist China was inherited from prerevolutionary China. The
Chinese economy was marked in the past by a heavy concentration of
economic development in the coastal area¥® and in Northeast China

¥ The coastae) area, as defipned by the Chinese Communists, includes the
seven coastal provinces of Liaoning, Hopeh, Shantung, Kiangsu, Chekiang,
Fukien, and Kwangtung and the three special municipalities of Shanghsai,
Tientsin, and Peiping. The inland area encompasses all the remaining
provinces of China.

-3 -
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(Region I*}, where a combination of relative political stability, the
existence of a modern transport system, the availability of agri-
cultural end industrisl raw materials, and the proximity to large mar-
kets attracted foreign capital. OSmaller centers of economic develop-
ment had arisen in Scuthwest China (Region VII) under the stimulus of
wartime necessity and, to a lesser extent, in several other regions
where enterprising warlords had encouraged the formation of industry.
Industrial development was even more heavily concentrated in the
coastal area. In 1949, 77 percent of the total industrial output

of China originated in the coastal provinces. l/** By way of contrast,
China's comparatively less populated hinterland, containing nearly 70 per-
cent of China's total land ares and including the frontier regions of
Inner Mongolia (Region II), Southwest China, Northwest China (Region
VIII), Sinkiang (Region IX), and Tibet (Region X), accounted for only
about 8/percent of the national industrial production in the same

year. 2

The regional structure established by the Chinese Communists
upon coming to power, however, was not based on geographic or econo-
mic factors. Designated as administrative areas and governed by mili-
tary and administrative commissions, these regions reflected to a large
extent the military situation which existed in China at that time.

The regional orgens of government served to fill the administrative gep
vwhich traditionally has separated the central regime from local levels
of government. g/ At the same time, thls system took cognizance of

the different stages of politicel, social, and economic develorment in

* The regions referred to in this report reflect all territorisl
changes up to 1 January 1956. Tibet, although included in the list of
regions given below, is omitted from discussion in this report because
the Chinese Communists apparently have decided to delay economic devel-
opment of this region until the perlod of the Third Five Year Plan.

The regions are designated by number and name as follows:

I Northeast China VI South China
II Inner Mongolian Autonomous VII Southwest China
Region VIII Northwest Chins

IIT North China IX Sinkiang Uighur Autoncmous

IV East China Region

V Central China X Tibet

50X1
-4 -
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the various regions of China. 4/ Following the extension and consoli-
dation of the suthority of the central government, the powers of the
regional organs were curtailed sharply in 1952 when they were trans-
formed into administrative committees supervising the provincial
governments on behalf of the central government. In the latter half
of 1954, the regional administrative organs were abolished altogether.

Regional economic planning and reporting during 1950-54 were
carried on within the framework of these administrative areas. The
First Five Year Plan (1953-57), which was compiled daring 195i-55
and published in July 1955, employed the same reglonal system. 5/ At
the same time, the First Five Year Plan introduced another geographi-
cal frame of reference which distributed new industrial construc-
tion between coastal eand inland areas,* in this way stressing the
importance of security considerations in Communist China's program of
industrial development. é/ Several developments in 1956, however,
indicated that the Chinese Communists were in the process of drawing up
e formal system of economic regions based on the Soviet pattern. The
first was the appearance of & textbook on the economic geography of
Communist China orgenized on the basis of 10 economic regions. 7/

The second was the publication of the Draft Proposals for the Second
Five Year Plan which discussed industrial construction plans within
the framework of these same 10 regions. §/ The last development was
an article appearing in Hsueh-hsi, the official organ of the Chinese
Communist Party, which stated that a system of economic regions for

China would be forthcoming during the period of the Second Five Year
Plan (1958-62). 9/

This report adopts the regional structure of China's economy
employed in the Chinese Communist textbook on economic geography
mentioned above. Although the regions constituting this system are
only groupings of provinces, they are reasonably well integrated
from the standpoint of economic, geographic, and cultural features.
It is believed that the economic regions as defined and officially
announced by the Chinese Communists during the course of the Second
Five Year Plan will approximate those used in this report. The
economic regions of Communist China are shown in Figure 1.%*

* See footnote on p. 3, above.
¥ TFollowing p. 6.
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‘B. Theory of Reglonal Development.

The theory of reglonal development underlying the economic
planning. of Communist China, given the regionsl structure ss defined
(in A, above) and recognizing that the planning process must be carried
out within an area framework, is defined substantially in the following
excerpt from China's First Five Year Plan:

The geographical distribution of our new industrial
cgpital construction must conform with the long-term in-
terests of the state, and take account of conditions at
different stages of our development. Tt must follow the
principle of appropriately distributing our industrial
productive forces over various parts of the country, lo-

- cating industries close to sources of raw materials and
fuel and arees of consumption, and complying with the
need to strengthen national defence, so as to change
gradually the irrational distribution of industry and
develop the economy of backward areas. 10/

In accordance with this general statement of principle, the
First Five Year Plan snnouncement contained the following specific pro-
vieions governing the geographical distribution of industrial capital
construction: (1) expension of existing industrisl bases, especlally in
Northeast China, in order to support the construction of new industrial
areas; (2) construction of new industrisl bases in North China (Region
III), Northwest China, and Central China (Region V), centering around
two new iron and steel combines to be established in Pmo-t'ou and
Wu-han; and (3) the carrying out of preparatory work for the comstruc-
tion of a new industrial base in Southwest China.

Each of the principles underlyling the sbove theory of regional
development proceeds from propositions fundamental to Marxist ideology,
and each may be found in Soviet treatises on politicsl economy. Al-
though the Chinese Communists claim that these principles mre peculiarly
eppropriate to China's own history of economic development, they have
encountered the same difficulties experienced by the Russlans in
attempting to apply these rather vague criteria in regional planning.

The first principle enumerated above -- that of loeating pro-

duction close to the sources of raw materials and to the areas of con-
sumption -- springs from the belief of Soviet and Chinese planners that

-6 -
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most trasnsportation ie an uneconomical use of resources. Shanghai is
frequently cited as an example of an industrial area located far away
from its sources of rew materials and fuel in the prerevolutlionary
period. As the leading textile center of China, 60 to 70 percent of
its cotton supply had to be transported from North or Central China or
even from mbroad. In addition, several million tons of coal were
brought in from North China each year to support Shanghai's industrial
production. ll/ In conformity with this principle, more than 70 percent
of total industrial investment during 1953-55 was chenneled into North-
east China (Region I) and North China (Region III}, regions which
account for 85 and 66 percent, respectively, of national coal and elec-
tric power production. lg/ It will be noted that this principle does
not provide any guidance when the consumption areas and the raw ma-
i terial and fuel-producing aress for & glven industry are widely sep-
arated. The statement does imply, however, that the principle of
locating industry so as to minimize totasl cost (including transporta-
tion cost) is one of the considerations in the minds of Chinese
Communist planners.

The second principle -- that of national security -- has been
a prominent feature of all Chinese Communist discussions of regional
economic development. With about 73 percent l;/ of total industrial
output and more than 80 percent of the output of the ferrous metallurgy
| and machine-building industries located in the coastal provinces in
: 1952, lh/ the Communist regime has considered itself peculiarly ex-
| posed and vulnerable to foreign attack. This was a major consideration
' in the decision to locate in China's interior more than two-thirds of
the 694 major industrial comstruction projects provided in the First
Five Year Plan. 15/

The third principle -- that of the economic and cultural eleva-
tion of peoples in backward areas -- is largely ideological in character.
It may be assumed that the economic and security considerations embodied
in the first two principles are the major factors underlying China's
theory of regional development.

A final principle, not mentioned in the above statement but
referred to in recent discussions by Chinese Communist writers, seeks
to combine regional self-sufficiency with an optimum degree of speciali-
zation in the production of economic regioms. 16/ Implementation of
this principle in regional planning must await the official definition
and announcement of economic regions scheduled for the Second Five Year
Plan period.

S-E-C-R-E-T
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Expositions of the above principles in Chinese Communist
publications have been vague. The principles themselves do not provide
precise guides for the location of industry, and some are mutually contra-
dictory. IExperience has shown that the interpretation of these prin-
ciples by the Chinese Communists has changed from year to year, as
evidenced by the shift in 1956 to more intensive development of industry
in the coastal provinces of China.

IT. General Description of Regilons.

A. Northeast China (Region I).

Northeast China (Region I) is the most important industrial
region in Communist China, accounting for more thaen half of the nation's
heavy industrial production. It covers an ares of 297,000 square miles
and includes the provinces of Heilungklang, Kirin, and Liaoning.

The heaviest concentration of industrial activity is found in
the coastal province of Liacning. In one heavy industry zone are
located Communist China's leading centers for the production of ferrous
metals (An-shan); of coal, refined petroleum, and aluminum (Fu-shun):
and of machine tools (Mukden). Closely linked by railroasds to this
complex is Port Arthur - Dairen, located on one of China's best harbors
and containing sizable shipbuilding, machinery, and chemical industries
as well as a major naval base. 17/

As the result of a conscious effort to shift industry inland, the
industrial development of Northeast China is moving northward. 18/ 1In
Kirin Province, large motor vehicle and reilroad-equipment plants are
under comstruction in Ch'ang-ch'un and a new chemical center is being
established in the city of Kirin. Harbin, in the northernmost province
of Heilungkiang, is becoming an important new base of heavy industry,
speciallzing in the manufacture of electrical equipment and heavy
machinery. 19/ :

This region possesses a rich mineral base of coal, 1lron, non-
ferrous metals, and oil shale (see Figure 2¥). Well over half of
Communist China's iron ore reserves are located in the vicinity of
An-shan. 20/ Although only about T percent of China's coal deposits
are found in Northeast China, 21/ it accounts for 40 percent of national
production and exports large quantities of coal to other reglons and
abroad. '

* Following p. 20.
-8 -
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A large part of the perimeter of the region is composed of
densely wooded mountains, which contain about one-third of all the
forests of the country. In the center of the region lies China's
largest plain, a fertile tract of more than 115,000 square miles
drained by the Sungari snd Liao Rivers, where are grown such varied
crops as wheat, kaoliang, soybeans, cotton, rice, sugar beets, and
flax. 22/ The northern section of this plain is one of the key
centers of land reclamation, with nearly one-third of the new land
to be opened to cultivation under the First Five Year Plan located
here. Producing about 12 percent of China's food supply and pos-
sessing less than 8 percent of the total population, this region is
a major grain-surplus area. 23/

With nearly half of Communist China's railroads concentrated
in this region in the prerevoluticnary period, Northeast China has a
well-developed communications system. This facilitates the export
of coal, heavy menufactures, and foodstuffe to the rest of China and
to0 the world and the import of industrial rav materials, complex
capital goods, and some textiles.

B. Iuner Mongolien Autonomous Region (Region II).

Established in 1947, the Inner Mongolian Autonamous Region
(Region II) remained for several years a relatively minor, largely
undeveloped agricultural region. With the addition of portions of
the former Liaopei, Chahar, and Jehol Provinces and the incorpo-
ration of all of Suiyuan Province, however, this region has more
than doubled in population and now accounts for one-tenth of China's
total area. 24/

Moreover, the city of Pao-t'ou, located in southwestern
Inner Mongolia, has been selected as the site of 1 of the 2 new iron
and steel combines to be constructed during the First and Second Five
Year Plans and to serve as the center of new industrigl bases in the
interior. With reil connections either completed or nearing completion
to raw material centers in Inner Mongolia and North China (Region III) and
to the USSR, the tempo of construction of this combine has accelerated
rapidly. After the Pao-t'ou - Lan-chou railroad is completed, the
transportation system of this region will be further improved and
the products of the combine can then be sent to Northwest China(Region
VIII) as well.
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Declassified in Part - Sanitized Copy Approved for Release 2013/08/26 : CIA-RDP79R01 141A000900040002-5



Declassified in Part - Sanitized Copy Approved for Release 2013/08/26 :
CIA-RDP79R01141A000900040002-5

5-E-C-R-E-T

The Pao-t'ou areas is frequently described as rich in iron ore,
coking coal, and heat-resistant materials. It is estimated that 150
million tons of iron ore deposits of very good quelity are located at
Pai-yu-no-po, 90 miles to the north, and & spur rail line to this site
was slated for completion by the end of 1956. 25/ Although a modern
shaft mine is being sunk at Ta-ch'ing-sh'an near Pac-t'ou, it is
believed that much of the fuel for the new combine will be supplied
from the Ta-t'ung coel center in North China. 26/

In the northern part of Inner Mongolia, the Grest Khingan
mountain range containes one-sixth of the total forest area of
Communist China and is an important source of timber for the capital
construction program of Chinra. 27/ Animal husbandry is cne of the
basic branches of the economy, utilizing the southwestern and north-
western semidesert regions of the province and providing food, clothing,
and draft animals for internal consumption and export. The center of
agriculture is found in the southeast, where the predominant population
is Chinese and the population density is the highest. The principal
crop here is kaoliang, followed by millet, corn, and wheat. 28/ This
region is a graln-surplus area, shipping Dut more than one-fourth of
its total output in 1954 and receiving in return textiles and light
manufectures. 29/

C. North China (Region III).

North China {Region III) is the second most important industrial
region of Communist China, ranking behind only Northeast China (Reglon I)
in heavy industry and East China (Region IV) in light industry. 30/ It
covers an area of 639,000 square kilometers and includes the provinces
of Hopeh, Shansi, Shantung, and Honan as well as the two leading metro-
politan centers of Peiping and Tientsin.

There are three industrial zones in North China. OCne is tri-
angular in shepe, lipking Peiping and T'ang-shan with Tientsin as the
center and comprising one of the largest indusirial aress in Communist
China. 31/ Tientsin, which serves both as North China's largest port
and as a key railroad junction, is China's second largest industrial
city, 32/ specializing in textiles and other consumer goode and, more
recenﬁi?, in machine building end steel products. Peiping, the national
capital, is the seat of government and military headquarters, the
national center of education, and a major transportation center in its
own right. Known in the past for its iron and steel and consumer goods
production, its industrial base has been extended in the past few years
to include important cotton textile mille and machine tool plants. 33/
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Situated further south on the Shansi-Hopeh border is the

Shih-chia-chuang - Tai-yuan industrial complex. This zone, which is
heralded as cone of Commnist China's future industrial bases in the
interior, is being equipped with new or expanded facilities in coal
mining, steel, heavy machinery, chemicals, cotton textiles, and
textile machinery. §E/ The third new industrial base is located in

‘ the Cheng-chou - Lo-yang area of Honen Province in the southwestern
part of this region. 35/ Situated in one of the notable cotton-pro-
ducing districts of China, Cheng-chou is being developed into s major
center of the textile industry. One-sixth of all cotton spindles to
be sdded during the First Five Year Plan have been allocated to

; Cheng-chou. Lc-yang is to be the site of China‘'s first tractor plant

‘ and also of a large mining-equipment plant to assist in the exploi-

‘ tation of the sizable ccal depositis nearby.

North China possesses a rich mineral resource base for the
development of heavy industry. More than half of Communist China's
coml reserves are located here, 36/ together with substantial iron
ore deposits. Although the Yellow River plain and loess lands in
the region are well edapted to the production of wheat and coarse
grains and although North China is the nation's largest grain pro-
ducer, it is a grain-deficit area which must import large quantities
of food each year. 37/ This situation is partly explained by the
I density of population and by the fact that much of the land in the
south of this region is devoted to cotton production (one-half of the
national total). Other exports of the region include coal, textiles,
groundnuts, heavy industrial machinery, and chemicals.

D. East China (Region IV).

East China {Region IV) covers an area of 347,000 square
kilometers and contalns the two coastal provinces of Kiangsu and
Chekiang as well as the inland province of Anhwel and the special
municipality of Shanghai. Traditionally the center of light indus-
try, largely owned and operated by forelgn capital in the past, this
region has been viewed by Chinese Communist planners as an existing
industrial base to be utilized in support of new industrial con-
struction in the regions of the interior. 38/

The principal industrial zone of East China is located on
the delte of the Yangtze River. It consists of the smrller cities
of Hang-chou, Su-chou, Wu-shihk, Nan-tung, and Nanking that surround

1 - 11 -
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Shanghai. Desplte a conscious effort to restrict lts lmportance,
Shanghai still remains the largest industrial and commercial city in
Cammunist China, accounting for about 20 percent of China's total
industrial output in 1956.% Although Shanghal continues to produce
more than one-third of China's cotton cloth, cotton yarn, and cigarettes,
its industrial base has been broadened to include mejor components of
China's machine building, electrical machinery, metallurgical, ship-
building, and chemical industries. 32/ It is with a view of supporting
this developing heavy industry in Shanghai that pig iron capacity at
Ma-an-shen and coal mining capacity at Hual-nan are being expanded in
nearby Avhwei Province. 40/

East Chine is deficient in mineral wealth, containing no
more then 1 percent of Communist China's coal reserves and perhaps
3 percent of its iron ore reserves. This region is consistently short
of coal and must import large quantities annually from North China
(Region IIT) and Northeast China (Region I). 41/ A mild climate,
plentiful rainfall, and fertile soil combine to mske East China the
most highly developed sgricultural region in China. It stands first
in the production of silk, tea, and jute; second in the production of
wheat, cotton, and tobacco; and third in the production of rice, soy-
beans, and peanuts. Nevertheless, it is still a food-deficlt ares
because of its concentrated urban population and must import graln from
Northeast, Central (Region V), or Southwest (Region VII) China. 42/
A network of railroad, roed, and water transport facilitates the
extensive interregional trade of this region, with consumer goods and
medium engineering products being exchanged for raw cotton, foodstuffs,
and coal.

E. Central China (Region V).

Central China (Region V) has long been known as “"China's
granary," serving as the principal source of rice supply for the regions
north of the Yellow River. Situated at the crossroads of the internal
waterway and rail transport networks, it includes the three provinces
of Hupeh, Hunan, and Kiangsi.

In prerevolutionary China the industrial development of the
region was limited largely to the textile and food-processing industries,
especially after the Chinese Nationalists in 1938 removed existing
steel-smelting and steel-rolling equipment from Wu-han in the face of the
Japanese advance and transferred it to Chungking in Southwest China

* See Appendix B.
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(Region VII). 43/ With the launching of China's First Five Year Plan
in 1953, howevE;, two new industrial bases were scheduled for con-
struction in Central China. The most important is the Wu-han - Ta-yeh
zone of heavy industry, where a new iron and steel combine second only
to that at An-shan will be established. Other current or planned in-
dustrial construction includes the Ta-yeh open-cut iron mine, the Wu-han
Heavy Machine Tool Plant, the Wu-ch'ang Shipyard, and possibly an in-
ternal combustion engine plant together with China's second motor
vehicle plant. The second new industrial zone lies in the central
part of Hunan Province, centering sbout the machine tool, electrical
equipment, and textile industries of Ch'ang-sha and Hsiang-t'an. &E/

The relative scarcity of iron ore and coal in Central China
has had a decisive influence in molding its past industrial develop-
ment. Although iron ore deposits at Ta-yeh are of high grade and easily
accessible, it will be necessary to sugment this source of supply by
shipping ore from Fukien Province in South China (Region VI). 4s/

With only about 3 percent of China's coal reserves, the region is still

~ dependent upon imports of coal from both North China (Region ITI) and
East China (Region IV) despite strenuocus efforts to expand its own
mining capacity. Mineral wealth consists largely of ferroalloying
metals and nonferrous metals -- the largest reserves and output of
tungsten and antimony in the world are found here. 46/

With ample rainfall, extensive irrigation, and a warm climate
permitting multiple cropping in the central and southern parts, Central
Ching leads in the production of rice and rape seeds, stands second in
the production of tea, and accounts for important shares of cotton and
wheat output. 47/ Despite its heavy population density, it is a
grain-surplus area and exports foodstuffs to North and East China.

The transportation facilities of Central China are more diversi-
fied than those of other regions, with a major trunk rail line running
north and south and Communist China's largest navigable waterway, the-
Yangtze River, running east and west. Stending at the center of this
transportation network is Wu-han, a transshipment point for waterborne
cargoes from Northeast (Region I) and Southwest China and for rail car-
goes from Peiping and Canton. Upon completion in 1957 of the huge Yangtze
River Bridge at Wu-han, this city will become the main pivot of rail
and road transport between North and South China. :
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F. South China (Region VI).

The special features of the region of South China (Region VI)
are its subtropical agriculture and its strategic position in proximity
to Taiwan and Vietnam. Located on the Taiwan Strait and the South
China Sea, it consists of the provinces of Fukien, Kwangtung, and
Kwangsi as well ag the island of Hainan.

Industrial development in South Chins has been limited almost
entirely to consumer goods, with handicraft industry still contributing
the major share of industrisl output. h8/ Modern industry, which is
largely concentrated in Canton, includes cotton and silk textiles, food
processing (principally sugar), paper, and cement. Industrial invest-
ment has centered on the new construction or expansion of existing
sugar refineries, which accounted for TO percent of the sugar pro-
duction of Communist China in 19%53. h9/ A much larger amount of state
investment in the region has been utiiized for development of the fol-
lowing transportation and communications facilities: the egrly comple-
tion of a railroad line to the Indochina border in order to furnish
military support to the Viet Minh forces; the construction of a branch
railroad line to Tsamkong (Fort Bayard) and the development of a
deep-sea harbor at this point to replace the relatively poor port of
Canton; and the linking of Amoy with the inland raill net, thereby
greatly increasing Communist China's logistic caepabilities in the
Taiwan Strait area.

Although moderately well endowed with mineral resources, the
mining industry of Socuth China is still undeveloped. A major de~
ficiency is coal, which must be imported from Central China (Region V)
and North China (Region III) to provide fuel for industry. Future
plans call for both the expansion of coal production and the exploi-
tation of the sbundant hydroelectric resources of this region. 50/
One of China's lesding iron deposits is under development on Hainan
Island and high-grade iron ore in the Lung-yen District of Fukien
Province will be extracted as a supplementary source of supply for the
Wu-hen iron and steel complex. Of the relatively plentiful supply of
nonferrous metals found here, tin and antimony already account for
important shares of national output.

Considerable emphasis has been placed on the development of
agriculture during the period of the First Five Year Plan. Formerly
dependent on rice imports from Southeast Asla, South China 1s now said
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to be more than self-sufficient in foodstuffs. In keeping with its
subtropical c¢limete, this region leads in the production of cane sugar
and fruit, stands second in silk production, and produces one-tenth of

_ the nation's tea. 51/ A large-scale program to develop rubber plan-
tations is under way in both Kwangtung Province and Hainan.

G. Southwest China (Reglon VII).

i Southwest China (Region VII) possesses an essentlally self-

‘ contained economy relatively remote from the main channels of communi-

| cation and trade in Communist China. Covering an area of 430,000 square
' miles, it includes the provinces of Szechwan, Kweichow, and Yunnan.

Southwest China experienced a rapid rate of economic growth
during World War II but has received little emphasis in Communist China's
industrialization program during the period of the First Five Year
Plan. gg/ One reason has been the need to develop a modern transport
system. With Ch'eng-tu in western Szechwan as the hub, railroad lines

‘ have been or will be extended north to Pao-ch'i, southeast to Chungking,

| and south to K'un-uing. Moreover, the plammed construction of a second
Yangtze River bridge at Chungking and of the Szechwan-Kweichow Railrosd
will permit through traffic to Tsamkong Harbor (Fort Bayard) on the
South Ching coast. 53/ Investments in railroed and highway transport

‘ accounted for more than half of total capital construction investment

in this region in 1954. Sk/

It has also been necessary to carry out extensive prospecting
and surveying in order to secure reliable data on the natural resources
of this region, principally with respect to iron, coal, petroleum, and
nonferrous metals. Although coal and iron are both relatively scarce,
discoveries in Szechwan of deposits of both of these minerals have been
described as sufficient to support the future construction of an iron
and steel base in Chungking. To compensate for its coal deficlency,
the hydroelectric resources of Southwest China are estimated to consti-
tute 65 percent of the total in Communist China. 22/ Construction is
partly completed on the Shih-tzu-tan hydroelectric station which will
serve as a supplementary source of power for Chungking. The region is
particularly noted for nonferrous metals, with the nation's largest
reserves of tin and copper and with 80 percent of China's tin production
concentrated in the Ko-ch'iu area of Yunnan Province.
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Industrial construction to date has been limited almost
entirely to the cities of Chungking and Ch'eng-tu in Szechwan Province
and the Ko-ch'iu - K'un-ming area of Yunnan Province. Chungking's iron
and steel capecity, brought in by the Chinese Nationalists during
Worid War II, has been expanded, together with new additions in the
power, machine tool, textile, and food-processing industries. 56/
Ch'eng-tu is the site for construction of China's largest measuring
instrument and cutting tool plant and is slated to become a machine
tool center in this region. 57/ The development of tin and copper
production in the Ko-ch'iu - K'un-ming area will maske this the major
supply base of nonferrous metals ocutside of Sinkiang.

Southwest China is characterized by a highly varied topo-
graphy and climate, with much of the food production centered in the
Bzechwan Basin, where a mild climate, rich soil, and sbundant rain
produce favorable conditions for agriculture. Although Szechwan is
the largest grain-producing province in China, it is also the most
populous, and Southwest China as a whole is considered to be little
more than self-sufficient in foodstuffs. 58/ Following the develop-
ment of transportation and communications, Southwest China will expand
1ts exports of nonferrous metals and agricultural products and receilve
in exchange some light manufactures and machinery.

H. Northwest China (Region VIII).

Northwest China (Region VIII) is the largest of Communist
China's economic regions, occupying nearly 20 percent of the nation's
territory and including the three provinces of Shensi, Kansu, and
Teinghali. A relatively underdeveloped area, 1t bulks large in the
long-range planning of the Chinese Conmunists as one of the three major
industrial areas of the country.

As in Southwest China (Region VII), most of the investment to
date has been devoted to the development of transportation facilities
and to the large-scale prospecting of the abundant, minersgl resources
of the region. Lan-chou in Kansu Province is to become the hub of
an extensive communicatlions network, with railroad lines completed or
in various stages of construction extending to the east (to jbin the
Lunghai railroad), to the north (to the iron and steel combine at
Pao-t'ou), to the northwest (to Sinkiang and the USSR), and to the
westi (to the new petroleum area in the Tsaidam Basin). Major emphasis
in geologlcal prospecting has been assigned to exploring the petroleum
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deposits of this region, which slready accounts for more than half

of Communist China's production of crude oil. Extensive oll deposits

have been discovered in the Tsaidam Basin in Tsinghal Province vhere

reportedly 91 oil-bearing structures have been found. 22/ Recent

discoveries of iron ore, principally in the Ho-hsli corridor in Kansu,

are sald to be sufficient for an iron and steel base, ég/ end coal is

plentiful, with nearly one-third of China's reserves found in this

| region. §£/ Nevertheless, considerable investment and time are

| required before these resources can be exploited and made avallable
for industrial construction within the region. Current coal production
is no more than 3 percent of the natiornal total, and it is still
necessary to transport cosl more than 3,000 kilometers from Northeast
China (Region I) to make up for the deficiency. 62/

Except for the expansion of the existing oil base at Yu-men in
Kansu Province, industrial construction in Northwest China has been
largely confined to the cities of Lan-chou and Sian. Although reports
since 1950 have stressed the growing industrial importance of Lan-chou
in southeastern Kansu, large-scale investment 4id not get under way
until 1956 when construction started on a huge petroleum refinery and
a petroleum drilling equipment plant. 63/ Already there has been some
development of the chemical, power, cement, woolen textile, and food-
processing industries in this city. On the other hand, Sian has been
gelected as the site of a major inland cotton textile base, with nearly
25 percent of all cotton spindles to be edded during the First Five Year
Plan allocated to this city and nearby Hsien-yang. Located in the
K'uan-ch'uan Plain, a rich cotton-producing area in central Shensi Pro-
vince, this complex was able to satisfy more than half of the region's
demand for cotton textiles in 195k. 64/ Sian is also slated to become
a major railroad center during the Second and Third Five Year Plan
periods, with rail lines projected to the new iron and steel bases in
Pao-t'ou to the north and Wu-han to the southeast. 65/

Northwest China is characterized by a complicated topography,
with extiremes of elevation averaging 3,000 meters sbove sea level, and
a typically continental climate. Generally speaking, it lacks rainfall,
especially in the western parts, and for this reason irrigation is the
key to the development of egriculture. This region's irrigated ares
was expanded by one-third from 1950 to 1954, accounting for one-fifth
of the newly irrigated land for all China during thise period. Partly
for this reason, Northwest China is now considered to be self-sufficient
in food production, éé/ specializing in wheat and such miscellaneous
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grains as millet, maize, kaoliang, and potatoes. Animal husbandry
also plays a large paert in the regional economy. The region produces
half of China's wool and sizable quantities of animal byproducts for
export. 67/ Other principal exports are cotton, rare minerals, and
petroleum which are exchanged for light manufactures and engineering
equipment.

Long-range development plans for Northwest China include the
construction of additional industrial bases, the initiation of large-
scale land reclamation, and the building of a multipurpose reservoilr
at Liu-chla Gorge as part of the project for harnessing the Yellow
River. A continulng problem 1s the region's sparse population, only
5 percent of the national total, and consequent lack of manpower,
especially technical manpower. The Chinese Communist government is
faced, therefore, with the necessity of mobilizing and transporting
large numbers of techniclans and skilled labor if this ambitious pro-
gram for the development of Northwest China is to be implemented.

I. Sinklang Uighur Autonomous Region {Region IX).

The Sinkiang Uighur Autonomous Region (Region IX) is the largest
political unit in Communist China, covering an area three times the
gsize of France. On the other hand, the population numbers about 5
million, of which only about 6 percent are Chinese.

Before 1949, modern industry was practically nonexistent in
this region. Although some factories and mines have been constructed,
large-scale construction in Sinkiang is not scheduled to begln until the

) Seceond Five Year Plan period. é@/ Completion of the Trans-Sinkiang

Railroad, probably by 1958 or 1359, will meke possible the shipment

! of necessary equipment and supplies, both from the industrial bases in

the eastern part of Communlst China and from the USSR. Urumchi, the

i capital of Sinkiang, is slated to become the center of heavy industry

‘ in the western border regions of China, specializing in the production
of iron and steel, power, and cement; the repair and assembly of motor
vehicles: and the processing of nonferrous metals. §2/

Of more significance for national economic development are the
recent discoveries of vast oll deposlts in the Wu-su - Karamai ares
of northern Sinkisng. The Chinese Communists are relying heavily

upon this oilfield, containing estimated reserves of more than 100
million tons, to achieve self-sufficiency in petroleum production. In
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addition to constructing a branch railroad line to the area, a huge
refinery is to be built here. Zg/ Despite claims of extensive coal
deposits, & long-range program of prospecting and new mine construction
will be necessary before fuel requirements can be satisfied within

the region. Il/ Less is known of iron ore deposits, although some ore
is available near the metallurgicasl plant in Urumchi. Also found

near Urumchi in the T'ien-shan Mountains are substantisl quantities

of lead, zinc, and copper.

Surrounded by high mountains on all sides, Sinkiang possesses
a8 continental arid steppe and desert climate. Since agricultursl
production is dependent upon irrigation, considerable efforts have
been made to expand the area under cultivation through the construction
of new irrigation systems and the expansion of old ones. Most of the
reclamation work has been handled by the military forces, which are
scheduled to produce nearly one-tenth of the grain output and more
than one-half of the cotton output of the regiom in 1957. 72/ The
northern part of Sinkiang, which has level, rich land sultable for
mechanized farming, 1s one of the key areas in China's land reclamsa-
tion program. Plans are already under way for the large-scale re-
settlement of surplus population from North China (Region III) to
engage in cotton and grain production in this region. 73/

IIT. Calculation and Presentation of Gross Regional Product.

The estimates of gross regional product presented in this report
are based on estimates of gross national product (GNP) and its com-
ponents for all of Communist China. The regional data consist essen-
tially of estimates for the years 1952, 1954, and 1957 of the total
physical output of a long list of commodities, together with the per-
centage of the total produced in each region. The regional shares of
production of a list of selected commodities are given also for 1936 in
order to show output trends based on peak production years in the pre-
var periocd. Table 1* shows the reglonal production of selected commod.-
ities in China for 1936, 1952, and 1957. The regional shares were
applied to the national estimates of value added in the production of
each commodity. The sum of these values was considered to be a rep-
resentative sample of the regional ocutput of the major industrial

* Tgble 1 follows on p. 21.
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sectors producing physical goods. These samples were then inflated to
full coverage by applying them to the national value-added estimates for
the respective major industrial sectors,; the results being combined with
estimates of the value added by the services sector to yield a measure
of total regional production.

The major findings of this report are presented in Tables 2-6% and -
in Tables T-11%* to serve as & basis for subsequent discussion. Table 2
contains measures of real gross regional product (in constant 1952 prices)
according to major sectors of origin for 1952, 1954, and 1957. The
same data, expressed as a percentage of the national total to show the
regional distribution of GNP, are presented in Table 3. Table 4, indi-
cating the relative importance of each major economic sector in the out-
put of each region, depicts the changing composition of production in
each regional economy. Table 5 shows comparative rates of growth by
mg jor economic sector within each region. Table 6 presents per capita
GNP and gross regional product for the years in question. Table 7
presents data on regional population. Tables 8-11 indicate the value
of production of a sample of products in. each major economic sector
together with the regional coefficients for the major sectors of the
economy.

Figures 2-7*¥* ghow graphically various aspects of the regional
economy of Communist China. Figure 2 illustrates the geographical
distribution of China's mineral deposits &8s revealed in a recent Chinese
Communist publication. Figure 3 shows the sector composition of GNP
and gross regional product. Figures 4 and 5 indicate the regional
distribution of manufacturing and agricultural production. Figure 6
depicts the regional distribution of GNP and population. Figure 7
ghows major new rallroad construction in China since 1949. Figure 8
locates the major Soviet-aid projects in China | | 50%1

S50X1

* Tables 2-6 follow on pp. 23-27.
¥¥ See Appendix A.

*%¥% TFollowing p. 20.

¥¥%%  Continued on p. 27.
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Table 1

Production of Selected Commodities in Communist China, by Region a/

1936, 1952, and 1957

Percent of National Total

Regton b/
1 hed hisy v v v vIx vIIz o
Commodity 2936 1052 1957 1936 1952 1951 1936 1952 1957 1936 1952 1957 1936 1952 3957 1936 952 ig5T 1936 1952 1957 193  agse 1957 1936 1952 1957
Electric pover -

(installed capacity) 33.1 38.4 2.0 0.2 1.5 1.h 21.2 23.5 22.7 33.3 20.9 16.h k.9 b7 IRy 6.5 5.7 b5 0.7 3.9 5.0 0.1 1.2 2.9 0 0.2 0.7
Coal 3.5 39.0 Ho.7 c.5 1.3 1.0 k9.2 45.0 i5.2 ha 5.0 5.1 k.9 2.4 2.2 0.7 0.5 ok 5.0 3.0 1.8 0.9 3.0 2.8 0.2 0.8 0.8
Iron ore 0.3 63.0 k9.8 ° ° ° 2.1 203 25.0 5.7 2.0 1.7 8. 8.0 16.7 11 5.0 5.1 2.3 1.7 1.7 0.1 ° o ° ° o
Pig iron 79.5 51.1 2.3 o o o 12.1 3h.2 16.7 1.8 1.2 b L5 1.7 0.7 [ [ o 3.5 10.1 5.0 o 0 o [ 1.7 1.2
Finished steel 8h.k 65.4 69.6 [ [ o o n.7 k.0 15.6 7.2 bk 0 5.2 2.6 0 0.2 0.1 0 9.8 9.0 0 [ 0 0 0.5 0.3
Tungsten 3 o 0 0 [ o o 0 0 3 o 0 81.7 80.0 80.0 15.7 17.5 17.5 2.6 2.5 2.5 [ ] 0 0 o o
Copper o 93.8 .k 0 0 o 0 o o ° 0 k.o 0 o o o o .0 100.0 6.2 20.6 o 0 o o 0 o
Lead o 8.0 80.0 0 0 ° o ° 0 o o 0 87.2 200  20.0 6.4 o ° 6.1 ° 0 o o ° ° 0 °
Tin 0 0 o o 0 ° ° ° o o o o 5.0 5.0 5.0 15.0 15.0 15.0 80.0 8.0 8.0 ° ° o o ° o
Cement 50.0 36.3 37.7 0 0 0 16.9 25.1 27.5 19.2 16.4 k4.2 o 13.9 9.3 10.8 6.6 b2 3.1 0.8 2.3 0 0.1 3.3 0 0.8 1.5
Crude o1l 100.0 51k 36.3 o o ° 0 ° 0 0 ° ° ° ° 0 ° 0 [ 0 ° 0 ° 5.9 50.9 o 2.7 12.8
Refined petroleum 100.0 63.8 56.2 o o [ o ° 0 0 o 8.6 0 o o [ o o o 0 o 0 34.0 23.2 o 2.2 12.0
Sulfuric acid 87.0 u8.0 b6.0 o o 0 2.0 1.0 13.0 7.0 1n.o 18.0 0 o o 3.0 3k.0 18.0 1.0 3.0 5.0 o o o o 0 ]
Ammontun sulfate 100.0 8.0  T77.0 0 o o 0 0 1.0 [ 15.0 6.0 o 0 0 0 5.0 15.0 ° o 1.0 ° ° o 0 ° 0
Caustic soda 13.0 3.0 16.0 o o o 6.0 29.0 50.0 20.0 5.0 16.0 o o ° o 5.0 1.0 3.0 30.0 17.0 o o 0 o o o
Cotton textiles

(location of spindle units) 31¢/ 8.5 1.7 o [ 0 2.6 ¢/ 21.2 29.0 66.3 ¢/ 57.0 43.3 8.0¢/ 5.7 7.0 obe/ 06 0.5 o L.8 b.0 0.5¢/ 1.9 8.1 01¢/ 0.3 0.4
. For methodology, ses APpendix B.

b ;L;;Ix:egioxml structure of the Chinese Commnist economy is discussed in I, above.
.21 -
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Table 2

Value of the Gross National Product of Communist China, by Region and by Sector of Origin _a._/
1952, 1954, and 1957

Million Yuan (1952 Prices)

Region

“  Bector of Origin Year I II IIT by )\ VI VII VIII IX |Total
Manufacturing 1952 2,860 70  2,k10 2,520 T70 480 T30 310 50 10,200
1954 4,680 8 3,610 3,3 1,150 700 1,020 610 90 15,300

1957 7,100 9 k,960 Lk,050 1,370 850 1,350 840 190 20,800

Agriculture 1952 3,760 510 6,900 4,680 4,230 3,200 4,630 1,390 300 29,600
1954 3,780 500 6,700 4,510 3,780 3,480 4,810 1,530 320 29,500

1957 3,800 680 8,070 5,190 k4,910 3,760 5,150 1,930 410 33,900

Services 1952 4,930 330 6,200 4,380 2,560 2,150 2,660 1,060 230 24,500
1954 6,730 460 7,750 5,410 2,990 2,7h0 3,320 1,390 310 31,100

1957 8,260 570 9,620 6,400 3,910 3,200 3,860 1,800 390 38,100

Total 1952 11,550 910 15,510 11,580 7,560 5,830 8,020 2,760 580 64,300
/ 1954% 15,190 1,130 18,060 13,280 7,920 6,920 9,150 3,530 T20 75,900

1957 19,160 1,340 22,650 15,730 10,190 7,810 10,360 k4,570 9%0 92,800

a. For methodology, see Appendix B.
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Tablie 3

Distribution of the Gro“&;s Naticonal Product of Communist China
by Region and by Sector of Origin a/
1952, 1954, and 1957

)

(Percent of Total Qutput)

Region

Total Output

Sector of Origin Year I IIT IIT IV )4 VI VII VIII IX  Percent Million Yusn
Manufacturing 1952 28.0 0.7 23.6 24,7 7.5 L7 7.2 3.0 0.5 100 10,200
1954 30.6 0.5 23.6 22.0 7.5 L.6 6.7 4.0 0.6 100 15,300
1957 3k.1 0.4 23.8 19.5 6.6 k.1 6.5 L.0o 0.9 100 20,800
Agriculture 1952 12.7 1.7 23.3 15.8 1.3 10.8 15.6 4.7 1.0 100 29,600
1954 12.8 2.0 22.7 15.3 12.8 11.8 16.3 5.2 1.1 100 29,500
1957 11.2 2,0 23.8 15.3 14.5 11.1 15:2 5.7 1.2 100 33,900
Services 1952 20.1 1.3 25.3 17.9 1.4 8.8 10.9 4.3 0.9 100 24,500
©195k 21.7 1.5 25.0 17.5 9.6 8,8 10.7 4.5 1.0 100 31,100
1957 21.7 1.5 25.2 17.0 10.3 8.4 10.1 L.7 1.0 100 38,100
Jotal 1952 17.9 L.k 24.1 18.0 11.8 9.1 12.5 4.3 0.9 100 6L, 300
1954 20.0 1.5 23.8 17.5 0.4 9.1 2.1 L7 0.9 100 75,900
1957 20.6 1.4 244 17.0 11.0 8.4 1.2 k.9 1.1 100 92,800
a. For methodology, see Appendix B.
- 24 -
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Teble L

Sector Shares of the Gross National and Gross Regional Products
of Communist China a/
1952, 1954, and 1957

Region
Sector of Origin Year I IT TIT v v VI VII VIII X Total
Manufacturing
(Percent) 1952 24.8 T.7 15.5 21.8 10.2 8.2 9.1 11.2 8.6 15.9
1954 30.8 7.1 20.0 25.3 1.5 10.1 11.1 17.3 12.5 20.1
1957 37.1 6.7 21.9 25.7 13.4 10.9 13.0 8.5 19.2 22.4
Agriculture
(Percent) 1952 32.5 56.0 Yy, 5 ko.k 55.9 5h.9 57.7 50.4 51,7 5.0
195k 2h.g 52.2 37.1 34.0 br.7 50.3 52.6 L3.3  44.h 38.9
1957 19.8 50.7 35.6 33.0 L8.2 48,1 9.7 o2 41.h 36.5
St(ervice s
Percent) 1952 ho,7 36.3 40,0 37.8 33.9 36.9 33.2 38.4 39.7 38.1
1954 L 3 Lo.7 4a.9 ho.7 37.8 39.6 36.3 39.4 43,1 bi.0
1957 43.1 2.5 2.5 hi.3 38.4 41.0 37.3 39.4 39,4 h1.1
Value of product
(Million yuan) 1952 11,550 910 15,510 11,580 7,560 5,830 8,020 2,760 580 6k, 300
195k 15,190 1,130 18,060 13,280 7,920 6,920 9,150 3,530 720 75,900
1957 19,160 1,30 22,650 15,730 10,190 7,810 10,360 4,570 9% 92,800

&. For methodology, see Appendix B.
- 25 -
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Table 5
Comparative Growth of the Gross National and Gross Regional Products
of Communist China, by Sector of Origin g/
1952, 1954, and 1957 -

1952 2100

Sector of Origin Year I II IIT IV vV VI VII VIII IX Total

Manufacturing 1952 100 100 100 100 10C 100 100 100 100 100
1g5h 164 114k 150 133 1kg 146 140 197 180 150
1957 248 129 206 161 178 177 185 271 380 204

Agriculture 1952 100 100 100 100 100 100 100 100 100 100
1954 101 116 97 96 89 109 10k 110 107 100
1957 101 133 117 111 116 118 1311 139 137 115

Services 1952 100 100 100 100 100 100 100 100 100 100
1954 137 139 125 12k 117 127 125 131 135 127
1957 168 173 155 148 153 1o 145 170 170 156

Total 1952 100 100 100 100 100 100 100 100 100 100
1954 132 124 116 115 105 119 114k 128 124 118
1957 166 147 146 136 135 134 129 166 171 1k

a. For methodology, see Appendix B.
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Table 6

Per Capita Gross National and Gross Regional Products
of Communist China _a_/
1952, 1954, and 1957

1952 195k 1957

Percent Percent
Region Yuan Percent Yuan (1952:100) Yuan {1952=100)

I 267 100 3k 129 k19 157

II 133 100 161 121 185 139

IIT 104 100 118 113 143 138

v 116 100 130 112 149 128

v 98 100 101 103 125 128

VI 87 100 101 116 110 126

VII 82 100 92 112 101 123

' VIII 91 100 114 125 143 157

‘ X 120 100 146 122 194 162
Total

China 111 100 129 116 152 137

a. For methodology, see Appendix B.

located in various regions, provinces, or cities. Although less than

a third of the 156 Soviet-aid projects have been specifically labeled as
such by the Chinese Communists, there is substantial evidence to warrant
inclusion of the projects listed. In nearly all cases, the projects

are known to have received Soviet aid on a large scale, including

not only technical assistance but also sizable shipments of equipment
and materials. As only 121 projects are listed, 35 of the original

156 major Soviet-aid projects remain to be identified. Of the 35
projects, nearly half are believed to be military construction for
which no information is available.

IV. Regional Distribution of Production.

Three of the regions of Communist China dominate the national
economy, together producing about 60 percent of all commodities and

- 27 -
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services. As indicated by Table 3,* Northeast China (Region I) accounts
for 20 percent of the national total, principally on account of the
concentration of about one-half of the country's heavy industry,
transportation, and construction activity 1n this area. North China
(Region IIT) contributes almost 25 percent of the GNP, ranking first in
agriculture and second only to Northeast China in industry. As the
seat of the government, the military headquarters, and meost of the
institutions of higher learning, this region also leads in the output
of services. East China (Region IV), as the center of light industrial
production and an important agricultural region, 1s the third major
economic region in Communist China.

Central Chine (Region V) ard Southwest China (Region VII) produce
nearly equal shares of GNP, each accounting for more than 10 percent
of the total. The economies of these regions are similar, con-
sisting for the most part of agricultural production together with some
modern industrial installations. The neighboring region of South China
(Region VI) is somewhat less productive because of its smaller population
and even lower level of industrial development. Northwest China {Region
VIII), the Inner Mongolian Autonomous Region (Region II)}, and the
Sinkiang Uighur Autonomous Region (Region IX) contribute the least,
ranging from about 1 percent to 5 percent and bearing out the charac-
terization of these regions as backward, underdeveloped areas.

V. Trends in Gross Regional Product, 1953-57.

During the period of the First Five Year Plan, the regions showing
the most rapid rates of growth are Northeast China (Region I), North-
west China (Region VIII), and the Sinkiang Uighur Autonomous Region
(Region IX), where total output will rise by at least 66 percent
(Table 5*%). In the same period, production of goods and services for
Communist Chine as & whole will increase only 44 percent. All the
reglons which are developlng at s rate sbove the national average --
Northeast China, the Inner Mongolian Autonomous Region (Region II),

* P.o4, sbove.
¥* P. 26, above,
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North China (Region III), Northwest China, and the Sinkiang Uighur
Autonomous Reglon -- are located in the northern half of China, roughly
that area north of the Yellow River. The regions in South China,
however, experience rates of growth below the national average, with
the least development in Southwest China (Region VII).

Thus the data indicate a noticesble shift northward in the
regional distribution of the economic activity of Commumnist China
during the First Five Year Plan period. This is seen most clearly in
the manufacturing sector and more specifically in the manufacturing

| sector of Northeast China, which will increase its share of nationsal
heavy industrial output from about 48 percent in 1952 to 52 percent in
1957. This reflects the decision of the Chinese Communists to assign
top priority for thie period to intensive development of the
heavy industry base in Northeast China and North China, with over
TO percent of total industrial investment during 1953-55 allocated to

. these two regions. 74/ In the regions south of the Yellow River,

! rapid growth is prevented by the predominantly asgricultural nature of
the economy and also by the declared policy of the Chinese Communists
(until 1956) to discourage further development of the light industrial
base in the coastal provinces of East China.

Even more striking changes will occur in the composition of the
gross regional products themselves. As shown in Table 4,* the relatively
industrialized regions (those vhere manufacturing contributes relatively
more to gross regional product than is the case for the entire country)
are Northeast China and East China (Region IV), with North China
approximating the national average. The remaining regions of China are
primarily agricultural in character. As would be expected, the relative
importance of the manufacturing and services sectors in the total output
will increase at the expense of agriculture in each region. Although in
absolute terms manufacturing will register the greatest development in
the original industrial regions of Northeast Chine and North China, the
most rapid growth of industrialization will take place in Northwest China
and in the Sinkiang Uighur Autonomous Region, with increases in excess of
170 and 280 percent, respectively, in the Plan period. In part a reflec-
| tion of the underdeveloped industry of these regions in the prerevo-
lutionary periocd, this rapid growth also reveals the sizable investment

* P.p5, above.
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by the government in the petroleum and textile industries of these areas.
Despite the fact that the most rapid development of agricultural output
is also planned for Northwest China, it is clear that the Chinese
Commnists are concentrating their efforts in this sector on the regions
south of the Yellow River, which are slated to produce about 60 percent
of the anticipated increase in grain production during the First Five
Year Plan.

VI. Regional Variations in Per Cepita Production.

A comperison of the regional distribution of economic activity in
Communist China {Table 2%) with the regional distribution of population
(Table T7**) shows wide variations in per capita cutput as between regions.
The results of such a compaerison are presented in Table 6 3%

Interregional comparisons, at best, must be interpreted with caution
because they reflect a varying regional distribution of economlc activities.
In the case of Communist China, the problem is complicated further by
the following considerastions: (1) The price structure of China overvalues
industrial goods in comparison with agricultural products and thus tends
to overstate the product of the developed industrial regions of North-
east China (Region I), North Chira {Region III), and East China (Region
IV); (2) no allowance has been made in this report for regional variatlions
in prices; and (3) the accuracy of the data is further limited by consid-~
erations of the samples employed in developing gross regional production.
For example, the omission of animal husbandry from the list of regional
indicators tends to understate the contributions of the Inner Mongolian
Autonormous Region (Region II), Northwest China (Region VIII), and the
Sinkiang Uighur Autonomous Region (Region IX), and the failure to include
such subtropical agricultural products as sugar and frult has the same
effect on South China (Regiom VI). With these qualifications in mind, it
is possible to make the following observations on regional variations in
per cgpita production.

¥ P. 23, above.

¥¥ See Appendix A.
*¥%  P.27, above.
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The high level of per capita production in Northeast China, more
then twice that of any other region, reflects the fact that this region
furnishes about 20 percent of China's GNP with less than 8 percent of
its population. Moreover, Northeast China will experience the
greatest absolute growth in per cepita output during the First Five
Year Plan. A highly productive agriculture supplements the concen-
tration of manufacturing, transportation, and construction activity in
this region. Other regions which surpass the national average for
per capita output are the Inner Mongolian Autonomous Region and the
Sinkiang Ulghur Autonomous Region, both of which have farm output in-
dexes well above their population indexes. Both these regions will
enjoy sizable increases in per capita output by 1957, reaching levels
about 40 to 60 percent ebove that of 1952.

Although North China and East China each mske major contributions
to national output, they also display the greatest density of popula-
tion, which reduces their per capita production to a level approximating
the national average. Per capita production in the predominantly
agricultural regions south of the Yellow River falls well below the
national average, a trend which will continue through 1957. Of these
regions, Southwest China (Region VIL), which lacks both modern industry
and a modern transportation system, displays the lowest per capita
output of any region in China and will experience the least growth in
this respect during the period of the First Five Year Plan. Although
Northwest China also possesses a predominantly agricultural economy, it
shows a substantially higher per capita cutput figure because of its
meager population. Moreover, per capita output during the Plan period
will grow as rapidly here as in Northeast China, another index of the
rapid tempo of development in this inland area.

VII. Development of Coastal and Inland Areas.¥*

In the current period of transition in regional structures (from the
former administrative area structure to the system of economic regions
to be announced during the Second Five Year Plan), the Chinese Communists
have released considerable data on the existing and planned future distri-
bution of economic activities between the coastal and inland areas of
China. Whether to satisfy the requirements of military security or of

* TFor a definition of the coastal and inland areas of Communist China,
see p. 3, above.
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locating industry closer to sources of raw materials and fuel, it is
deemed necessary to correct the concentration of industry in the T pro-
vinces and 3 special municipalities situated along the coast, especially
in the province of Lisoning and the citlies of Shanghai and Tientsin.

For example, coastal industry accounted for the following percentages

of major heavy and light industrial production in 1952: machine building,
80 percent; steel, 86 percent; coal, 48 percent; sulfuric acid, 99 percent;
cotton cloth, 88 percent; paper, TO percent; flour, 64 percent; snd salt,
T7 percent. 75/

It was within this frame of reference that the following aims were
incorporated in the First Five Year Plan: (1) To locate in the interior
more than two-thirds of all major industrial construction projects to
be initiated in the Plan period; 76/ (2) to allocate more than 60 percent
of electric power generating capacity to be added during the Plan period
to inland provinces; ZI/ and (3) to increase the output share of the
machine building industry located in the interior from 20 percent of
the national total in 1952 to 62 percent on completion of the new enter-
prises scheduled to start construction during the period of the First Five
Year Plan. 78/ In terms of actual investment in capltal construction
during the first 3 years of the First Five Year Plan, only 45 percent
was allocated to the coastal erea, with an even smaller proportion
(26 percent) of investment in new capital construction devoted to the
coastel provinces. 79/ It should be borne in mind, however, that by far
the largest part of investment in the interior to date has been directed
toward existing industrial bases in the inland provinces of Northeast
China (Region I) and North China (Region ITI) rather than to the con-
struction of new industrial bases in the. backwerd asreas of western
China. Thus in the 4-year period from 1952 through 1955, the Inner Mon-
goiian Autonomous Reglon (Region II), the Sinklang Uighur Autonomous
Reglon (Region IX), and Tibet (Region X) received 1less than 5 percent of
total capital construction investment, 80/ or 1ittle more than the amount
received by the city of Harbin in the inland province of Heilungkiang
in Northeast China. 81/

In terms of asctual production, there has been a noticeable shift in
the respective sheres of the coastal and inland areas in gross national
industrial production within a brief period of time. Whereas the coastal
provinces accounted for about T7 percent of the industrial output of
Communist China in 1949 82/ and T3 percent in 1952, 83/ the corresponding
figure for 1955 had dropped to 68 percent. 84/ Also, as & result of a
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conscious policy prohibiting new construction and restricting industrial
outputy, Shenghai's share of national industrial production fell from
over 23 percent 4n 1952 to about 19 percent in 1955.%

There is evidence, however, that this trend in the distribution
of industrial production, if not new construction, has been brought to
a halt. Vice-Premier Li Fu-ch'un admitted to the Eighth Party Congress
of the Chinese Communist Party in 1956 that the State Planning Commission
had failed to pay adequate attention "to the full, rational utilization
of coastal industry." 85/ In 1955, 64 percent of the industrial fixed
agsets of China, many of which were operating at less than 50 percent of
capacity, were still located in the coastal provinces. In comparilson
with the inland area, labor productivity in the coastal arees in 1955
was more than 50 percent higher and the number of engineering and tech-
nical personnel LWl percent greater. §§/ Thus in a period of increasing
financial stringency and of increased demand for consumer goods, Chinese
Cormunist economic planners are apparently gaining a greater appreciation
of the value of existing industrial installations slong the coast of
China.

VIII. Trends in Geographicael Distribution of Economic Activity Through 1962.

A. Trends in Regional Planning.

In general, the proposals for China's Second Five Year Plan and
subsequent commentaries have expressed the same theory of regional develop-
ment as that revealed in the First Five Year Plan. Distribution of indus-
trial construction is to be governed by the seme considerstions of locating
industry close to raw materials and consumption areas, enhancing national
security, and raising living standards in backward areas. There has been
some change, however, in the methods and tempo of implementing these
genersal principles, with new emphasis placed on a-fuller utilization of
existing Industrial bases in coastal areas as a necessary corollary
to large-scale construction in the interior. Moreover, the Second Five
Year Plan proposals discuss industrial construction plans within a new
framework of 10 geographical regions which parallels the structure of
economic regions adopted in this report.

The Second Five Year Plan proposals contain the following pro-
visions regarding the geographical distribution of industrisl construc-
tion: (1) continued construction of industrial bases, centering around

¥ See Appendix B.
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the iron and steel industry, in Northeast China (Region I), the Inner
Mongolian Autonomous Region {Region II), and Central China (Region V);

(2) initiation of comstruction of new industrial bases, centering

around the iron and steel industry and hydroelectric statlons in South-
west China (Region VII), Northwest China (Region VIII), and the area
around the San-men Gorge (located at the junction of Regions III, V, and
VIIT); (3) continued construction of the petroleum and nonferrous metal
industries in the Sinkimng Uighur Autonomous Region (Region IX); (4) active
development of existing industrial bases in East China (Region IV);

(5) sdequate development of industry in the regions of North China (Region
TII) and South China (Region VI); and (6) preparatory work for the devel-
opment of industry in Tibet (Region X). §I/

B. Trends in the Development of Comstal and Inland Areas.

Continuing the trend unfolding during the First Five Year Plan
period, an increasingly greater proportion of capital investment will
flow into inland China during the Second Five Year Plan. This will
result in part from the accelerated construction of the new iron and
gteel bases gt Wu-han and Pao-t'ou and the initiation of large-scale
industrial construction in Southwest China and the Sinkiang Uighur
Autonomous Region.

On the other hand, as indicated in VII, above, the Chinese
Communists decided in 1956 to place greater emphasis on the development
of existing industrial bases in the coastal area. The example of
Shanghai demonstrates how this new emphasis on coastal industry will
continue during the Second Five Year Plan. In keeping with the
characterization of this city as the prime example of excessive con-
centration of industry in pre-Communist China, the rate of increase
scheduled for Shanghsi's industry during the First Flve Year Plan was
less than 70 percent,¥* compared with a national rate in excess of 90 per-
cent. During the Second Five Year Plan, however, the rate of develop-
ment of Shanghai's industry will equal the 100-percent rate of increase
planned for all of China. Of greater significance is the fact that
Shanghai's heavy industrial production will also increase at the same
tempo as that for China as a whole, achieving a rate of increase of
160 percent by 1962. 88/ With the aid of new investments by the state,
Shanghal is now destined to become a heavy industrial base specializing
in the production of small-scale rolled steel, medium machinery, and
shipbuilding. 89/

¥ See Appendix B.
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C. Trends in Regional Development.

Whereas the coastal and inland areas of Communist China are
aligned essentially along longitudinal lines from east to west, the
economlc regions of China reflect the latitudinal relationship of
China's plains, mountains, and rivers. Four of China's economic
regions (Northeast China, North China, East China, and South China)
are represented in the coastal area, and for this reason there can be
no correlation between trends estimated within these different areal
systems. The discussion which follows is based upon projections of
1952-57 trends in regional production, teking into account data
announced by the Chinese Communists on expansion of production capacity
in specific areas during the Second Five Year Plan.

1. Agriculture.

The distribution of the asgricultural output of Comrmunist
China is expected to maintain the same relative stability during the
period of the Second Five Year Plan that it displayed during the First
Five Year Plan (see Table 8%). Central China and South China will
probably continue to augment their share of national production, since
the primary method of increasing output during the Second Five Year
Plan period is to raise ylelds in existing agricultural centers through
such means as application of fertilizer, expansion of irrigation, and
double cropping. 90/ New lands opened to cultivation by 1962 will not
add more than 5 percent to the existing area, 2&/ and more than half of
this reclaimed land will be developed in the northern part of Hellungkiang
Province. 92/ Despite this concentration of activity in Northeast China,
this region should not increase its relative output, because of the
pregence within its borders of Liemoning Province, where the concentration
of population and industry precludes significant expansion.

2. Heavy Industry.

The trend in the regional distribution of heavy industry
developed during the First Five Year Plan should continue well into
the Second Five Year Plan (see Table 9*). Specifically, Northeast

* See Appendix A.
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China is expected to increase its share of total output until it [
reaches a leveling-off point in 1961 or 1962. By that time, the new
iron and steel cambines in the Inner Mongollan Autonomous Region and
Central China and the reconstructed iron and steel combine in South-
west Chins will begln production and the large-scale hydroelectiric
power station at the San-men Gorge will be nemring completion. By
1961 or 1962 also, new centers of heavy industry, long in the planning
end discussion stage, will be constructed in the inland cities of
Peo-t'ou (iron and steel) in the Inner Mongolian Autonomous Region;
T'ai-yuan (steel, heavy machinery, and chemicals) in North Chins; in
Wu-han {iron asnd steel, motor vehicles, machine tools and shipbuilding)
and Lo-yang (tractors and mining equipment) in Central China; Chungking
(iron and steel) and Ch'eng-tu {mechine tools) in Southwest China;
Lan-chou (petroleum refining and petroleum drilling equipment)

in Northwest China; and Urumchi (iron and steel and nonferrous metals)
-in the Sinkiang Uighur Autonomous Reglon. In terms of key heavy in-
dustrial products, Northeast China will still possess about 40 percent
of the nation's electric power generating capacity in 1962, the same
as in 1957, but will account for only S0 percent of crude steel pro-
duction in 1962 as compared with TO percent at the close of the First
Five Year Plan.

3. Light Industry.

The trend since 1952 in the regiomal distribution of light
industry should continue throughout the entire periocd of the Second Five
Year Plan. Although scarcity of data makes this trend largely a reflec-
tion of the distribution of cotton-sgpindle units edded during the First
Five Year Plan period, cotton textiles account for ebout 4O percent of
total light industrial output 93/ and may be considered representative
of this industrial sector. As indicated by Table 10,% the marked shift
away from East China in light industry production is the result of the
construction of great new textile centers in the cottorn-producing areas
of inland China, specifically in Peiping and Shih-chia-chuang in North
China, in Cheng-chou in Central China, and in Sian in Northwest China.
Projecting this trend, East China's share of light industry will
continue to diminish throughout the Second Five Year Plan period.

* See Appendix A.
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4. Transportation.

Railroads occupy & dominant position in the moderm
transportation system of Communist China, accounting for more than
80 percent of all freight (measured in ton-kilometers) carried by
modern means of transport. 2&/ Efforts to rehabilitate and expand
the approximately 14,000 miles of railroasd existing in 1949 have been
guided by both strategic and economic considerations (see Figure T*).

New line construction has been directed towaerd the creation
of a national rall network comnecting sll of the regions and provinces
of Communist China, toward the construction of additional rail links with
the USSR, teward increasing Chinese Communist logistlc capabilities
in the Taiwan Strait area, and toward making aveilable to the national
economy the specialized raw materials of petroleum and nonferrous metals
located in the regions of Southwest China, Northwest China, and the
Sinkiang Uighur Autonomous Region. In the period from 1950 through
1957, approximately h,OOO miles of new lines will have been added to the
rail net, with rail access to Yu-men (China's largest oil producer) in
Kansu Province, completion of the Trans-Mongolian line to the USSR,
and the linking of the regions of Northwest China and Southwest China by
means of the Pao-ch'i -- Ch'eng-tu railroad representing major achieve-
ments. The appearance in 1956 of traffic congestion in the existing
industrial areas, however, prompted a slackening of the pace of new line
construction in 1957, with greater emphasis to be placed on improving
the freight-carrying capacity of the older lines. 95/ This development,
which parallels the trend toward greater utilization of existing
industrial bases in the coastal area, will extend into the Second Five
Year Plan, when a major program of rehabilitation of existing lines will
be undertsken. 96/

At the same time, the proposal to build 5,000 to 5,600 miles
of new lines during the period of the Second Five Year Plan indicates
that preponderant emphasis will still be placed on new line construc-
tion. 97/ By 1962 the Chinese Communists will have incorporated all
of China's provinces (with the possible exception of Tibet) within the
rail network, will have extended branch lines to the rich oil deposits
in the Tsaidam and Karamai (Dzungaria) basins, and will have completed
the Trans-Sinkiang line as a fourth link with the USSR. By that time

¥ TFollowing p. 20, above.
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also, Commmnist China plans to finish construction of a north-south
trunk system about 600 miles inland, extending from Outer Mongolia to
the Indochins border via Pao-t'ou, Lan-chou, Ch'eng-tu, and K'un-ming.
This new rellroad axis will come into belng at approximately the same
time that work is nearing completion on the new inland industrial bases
of Chine centered about the large iron and steel combines at Pao-t'ou
and Wu-han.

D. Trends in Concentration of Industry.

An attempt to measure industrial concentration should taeke into
account the following criteria: (1) The extent of spatial separation
of production and consumption of & commodity or series of commodities;
(2) the extent of spatial separation of productive capacity for a
gingle commodity; and (3) the extent of spatial separation of productive
activity as a complex. 98/ 1In the discussion which follows, the latter
two criteria will be employed to estimete the degree of concentration
of heavy industry in Communist China, as this sector provides the best
index for judging the capability and/or vulnerability of s national or
reglonel economy.

Within the context of the regional structure, there will be &
noticeable increase in concentration of heavy industry during the First
Five Year Plan period. This will result from the priority development
of the existing base of heavy industry in Northeast China. With nearly
half of the key industrial comstruction projects receiving Soviet aid
(see Figure 8%) located within its borders, this region will increase
its share, in terms of value added, of the heavy industrial output
of China from 48 percent in 1952 to 52 percent in 1957. This increase
will result primarily from the expansion of ferrous metals, machine
bullding, and electric power production at a rate far above the na-
tional average. For example, more than 80 percent of the total in-
vestment in China's iron and steel industry was allocated to Northeast

China during 1953-55. 99/

Descending below the regional level, the First Five Year Plan
provides for a heavier concentration within the leading industrial com-
plex of Communist China, located within a radius of 45 miles in central

% Tnside back cover.
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Liaoning Province (Region I) and bounded by the cities of Mukden,
Fu-ghun, Pen-ch'i, and An-shan. Nearly 20 percent of the Soviet-
ald projects are concentrated in this small area, which accounts for
all of China's production of aluminum, more than 65 percent of its
iron and steel, 60 percent of its refined petroleum, 50 percent of
its iron ore, 25 percent of its machine building, and & substantial
proportion of 1ts cosl.

Descending still further to the municipal level, the degree
of concentration of heavy industry in individusl cities will also
increase during the First Five Year Plan period, specifically in the
citles of An-shan, Mukden, and Shanghai. Large investments under the
long-term Soviet-ald program in the ferrous metallurgy and machine-
building industries will account for the heavier concentration of
industrial output in An-shan and Mukden. The further development of
Shanghai into a base of heavy industry, to the point where it will
account for nearly 10 percent of the heavy industrial output of
Communist China in 1956,% has been of more recent origin. Although
a few state-owned plants have been expanded gradually since 1950, it
was not until 1956 that the decision was mede to accelerate the
development of Shanghai's heavy industry. 100/ Quick returns in
expanded ocutput are anticipated from relatively small investments in
the amalgamation, renovation, and expansion of Shanghai's numerous
small-scale plante recently brought under state control in the form
of public-private jointly operated enterprises.

This trend toward greater concentration of heavy industry is
expected to persist until the latter part of the Second Five Year
Plan, when new inland industrial bases centered about large iron and
steel combines will come into being. Not until then will Chinese
Communist economic planners achieve visible results in their widely
publicized endeavor to effect a rational, balanced distribution of
industry throughout the territory of Chinsa.

¥ See Appendix B.
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AFPENDIX A

STATISTICAL TABLES

Table 7

Population of Communist China, by Region a/
1952, 1954, and 1957

| Year
1952 1954 1957

Region Million Percent Millicn Percent Million Percent
I 43.2 7.5 L3 7.5 k5.7 7.5
II 6.9 1.2 7.0 1.2 7.3 1.2
IIT 145.8 26.0 153.1 26.0 158.7 26.0
IV 99.7 17.3 101.9 17.3 105.6 17.3
v 77.0 13.4 78.7 13.4 81.6 13.4
VI 66.8 11.6 68.3 11.6 T70.8 11.6
VII 97.2 16.9 99.4 16.9 103.0 16.9
VIII 30.2 5,2 30.9 5.2 32.0 5,2
D4 4.8 0.8 4.9 0.8 5.1 0.8
Total b/ 577.0 100 589.6 100 611.1 100

1
a. For methodology, see Appendix B.
b. Total includes the 1.3-million population of Tibet (Region X). This
figure is 0.2 percent of the total population of Communist China.
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Table 8

Total Farm Value of Grain and Cotton Production in Communist Chinea, by Regilon 5_1/
1952, 1954, and 1957

Grain - Cotton Regiopal Total
1952 1954 1957 - 1952 1954 1957 1952 1954 1957

Million Millicn Million Million Million Million Millicn Million . Million
Region Yuan Percent Yuan Percent Yuan Percent Yuan Percent Yuan Percent Yuan Percent Yuan Percent Yuan Percent Yuan Percent
s 2,558 13.0 2,555 13.2 2,701 11.6 72 7.1 34 3.8 47 3.7 2,630 12.7 2,589 12.8 2,748 1.2
II 354 1.8 Loé 2.1 L8g 2.1 o] Q [¢] [e] o] 0 35k 1.7 ko6 2.0 L89 2.0
III 4,328 22.0 4,103 21.2 5,1k7 22.1 Loo Lg.2 Lot 55.9 708 55.9 L, 824 23.3 L, 600 - 5,855 23.8
R 3,069 15.6 2,981 15.4 3,540 15.2 197 19.5 119 13.0 216 17.1 3,266 15.8 3,100 15.3 3,756 15.3
v 2,81k  1k.3 2,458  12.7 3,423 1b.7 139  13.8 121 13.6 132 10.% 2,953 k.3 2,579  12.7 3,555 k.5
vI 2,243 1.k 2,38 12.3 2,725 1.7 o] 0 0 o] [+] 4] 2,243 10.8 2,381 1.8 2,725 11.1
viI 3,207 16.3 3,276 16.9 3,680 15.8 3k 3.4 3k 3.8 %] 3.9 3,241 15.7 3,305 16.3 3,729 15.2
VIII 905 4.6 987 3.1 1,327 5.7 60 5.9 T2 8.1 75 5.9 965 b7 1,059 5.2 1,h02 5.7
X 197 1.0 213 1.1 256 1.1 11 1.1 12 1.3 39 3.1 208 1.0 225 1.1 295 1.2
Total 19,6 100 19,355 100 23,288 100 1,010 100 890 100 1,265 100 20,685 100 20,245 100 24,555 100
32,675 = 222l 100 23,200 100 1,010 S0 1,202 208 20,095 100 20,24 100 25,555 Ry

a. For méthod.alogy, see Appendix B.
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Table 9

Distribution of Major Heavy Industrial Production in Communist China, by Region a/
1952, 1954, and 1957

Million Yuan (1952 Prices)

Heavy Industry
Iron and Steel

Percentage
Machinery
Percentage
Arzazents
Perh;nbe@e
Cond
Percentage

Hectric
pover

Percentage
Chemtcals
Percentage
Cement
Percentage
Petroleun
Percentage
Total

Percentage of

Value Added, by Region

national total k8.1

I Ir posd byZ v 24 A7¢ VIII x
dgs2 gsk 2957 1952 _195h 1957 1952 _agsh 1957 agse  1gsh 1957 1952 19 1957 1952 g5k 1957 1g5e  igsh 1957 1gse 3ok 1957 agse 19k 3951
(I S S S - AP 5t S v S S S+ A+ SR S SO D 5 SR R ¥ SR H o HER PR
663.8 1,107.8 2,003.5 © [ o 18.7 258.2 ko5 3.1 15.2 127.3 52.8 523  T75.2 2.0 1.6 2.9 99.5 132.4 260.4 [ o o 5.1 6.5 8.7
) [ ° o ° 0 ° ° o 0 ° 208 288 .2 L5 5.h 6.8 0.7 0.8 1.0 0 ° ° ° ° °
125.8 12162 2,205.9' 0O o ] 43 o1 62,9 JUEI NS B Y I3 835 2243 1.8 8.9 .7 1096 11 2730 0 2 Q 6.6 81 .1
62.8 65.9 -68.3 . O o o T 133 163 b3 6.5 u.6 b2 6.7 s 3.8 0.7 0.5 0.5 9.5 7.8 8.5 o o o 0.6 o.k 0.3
33.3 53.5 50.3 o ] o o L] 0 o 1.7 1.5 16.4 2k.2 25.4 10.3 15.6 17.3 k0.0 62.0 70.5 0 o ] ] 0 o
33.3 341 30.5 o 0 o o o o 0 1.1 0.9 16.4 15.4 15.4 10.3 9.9 10.5 ko.o 39.5 2.7 J L] 0 0 0 o
257.1 478.0  606.5 1.2 2.3 2.9 .79.1 W7.0 186.6 205.8 382.6 Uu85.5 1.5 6.6 Tha 18.6 3.5 4.8 17.3 ».2 40.8 6.2 n.s 14.6 1.2 2.3 a.9
h.6 1.6 K6 o2 0.2 0.2 12,8 128 128 333 333 333 5.1 5.1 5.1 3.0 3.0 3.0 2.8 2.8 2.8 1.0 1.0 1.0 0.2 0.2 0.2
70.3 bh.5 33.0 L] 0 o 23.2 1.2 10.5 L 2.9 2.2 18.3 2.4 9.2 1.5 1.1 0.8 29.4 20.0 14.8 2.9 1.9 1.5 ] 0 ©
46.9 45.9 5.8 0 3 0 15.5 16 16 2.9 3.0 3.2 2.2 128 128 1.0 11 1.1 19.6 20.6 20.6 1.9 2.0 2.1 o o o
306.5. we.o 569.k  10.2 9.9 1.0 353.7 4h8.5  632.3 39.3 495 T3 18.9 20.8 30.8 3.9 4o 5.6 23.6 ah.7 25.2 23.6 23.7 39.2 6.3 6.9 n.2
39.0 %.6 k7 1.3 10 1.0 k5.0 5.3 bs.2 5.0 5.0 5.1 2k 21 22 05 ok ok 3.0 2.5 1.8 3.0 2.k 2.8 0.8 0.7 0.8
272.6 384.9 700.6 10.6 1n.6 23.3 166.8 193.8 378.6 148.h  165.2  273.5 33.4 2.8 73.5 ko.s5 b0.2 75.1 7.8 33.9 83.4 8.5 17.0 8.k 1.4 3.6 1.7
3B/ 431 1.3 1.4 23.5 2.7 2.7 20.9 18.5 16.% b7 4.8 'R 5.7 k.5 4.5 3.9 3.8 5.0 1.2 1.9 2.9 0.2 0.4 0.7
L. 72.% o ° 2.1 26.3  36.9 5.9 1.8 16.6 0.5 0.9 1.0 3.8 8.5 104 6.3 7.1 10.4 o o o 0 0 o
62.h 57.0 0 0 15.9 207 19.1 7.8 9.3 8.6 0.7 0.7 0.5 5.0 6.7 5.4 8.2 5.6 5.k o o T o o o o
35.6 85.6 0 ° 246 387 5.8 161 2.9  28.8 13.6 18.2 18.9 64 9.2 85 0.8 3.0 LA 0.1 0.1 6.7 0.8 1.3 3.1
6.3 5.5 o ° 25.1 245  21.5 164 139 12 13.9 1.5 9.3 6.6 58 b2 0.8 1.9 2.3 0. 0.1 3.3 0.8 0.8 1.5
126.7 186.7 o o 0 0 o o [ 36.4 0 0 [ 0 [ ] o ° [ 13.6 132.4 152.6 .7 10.9 64.5
61.8 56:6 o ° ° ° ° 0 ° 6.9 ° ° ° 0 o ° ° o o 35.9 28.8 2.3 3.3 12.2
L8153 2,903.8 238 ko2 2381606 1,7636 ghs 719.71,02.9 2099 26k BT 2.8 1220 6.2 A8 P10 5228 1bg 263.0 2.0 3[d Aok
50.5 52.0 0.6 Ok 0.5 20,9 20k 19.8 127 125 1.8 s w5 ko 28 21 20 6.5 5.7 5.9 2.9 3.2 2.9 0.5 0.6 1.2

Total Value Added

%2

1954
L1
140
1,634
n

1,886
100

158
2

8

s [Ess

AT

1,399

2

«

8
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, 8ec Appendix B.
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Table 10

Distridbution of Selected Light Industrial Production in Communist China, by Region g/
1952, 1954, and 1957

¥111ton Yuan (1952 Prices)

Value Added, by Region

1 I hivg g v v Vit VIIE g2 Total Value Added
gt Tndwetoy 1952 do5h 1057 1g2  lgsh 1957 oo g5k lgsT. e dgsh 1957 ag5e sk 1957 952 Mgsh 57 9 agsh 1957 92 dgsh 1957 dose g5k 95T agse  lgsh AT
Cotton textiles

(Location of
epindle units) 101.2  125.% 1264 o o o 252.3  350.5 u76.2 678.3 7M. TR0 67.8  120.9 nk.9 71 9.1 8.2 57.1 63.5 65.7 2.6 9.2 133.0 3.6 3.0 6.6 1,190 1,511 1,662
Percentage 8.5 8.3 7.7 o ° ° 2.2 232 29.0 510 kg 433 5.7 8.0 7.0 0.6 0.6 0.5 4.8 u2 Lo 1.9 6.2 8.1 0.3 0.2 0. 100 100 100
salt 2h1 287 36.6 ° ° ° w2 sh.9 701 7.8 =21 269 0.3 ol 0.5 0.5 12k 258 1.8 2.1 18.0 3.7 IRy 5.6 1.6 2.0 2.5 16 138 176
" Percentage 208 208 208 o o o 9.8 39.8 39.8 5.3 153 153 0.3 0.3 0.3 9.0 9.0 9.0 10.2 10.2 20.2 3.2 3.2 3.2 1 Py 1 100 100 100
Paper 129.5 1%2.9  228.0 o o o 21.5 4.0 8.4 56.6 8.3 99.6 o o o n.z 16.7 19.7 7.0 0.4 12.3 1.2 1.7 2.0 o o o 233 W7 410
Percentage 5.6 55.6  55.6 ° o 0 1n.8 1.8 n.8 243 2h3 b3 ° o ° P} u.8 %) 3.0 3.0 3.0 0.5 0.5 0.5 o ° o 100 200 100
Cigarettes 19.6 281 3.7 2.2 32 3.9 545 18.0 9%6.5 8.8 18.6 W67 .7 M8 579 131 187 232 0.9 15.6 19.3 2.2 31 3.9 ° ° o 28 N2 386
Percentage 9.0 9.0 9.0 1.0 10 1.0 5.0 25.0 25.0 8.0 3.0 380 5.0 150 15.0 6.0 6.0 6.0 5.0 5.0 5.0 1.0 1.0 1.0 o [ 0 100 100 100
Flour u.8 5.9 1.5 0. 0.5 0.6 204 255 2.0 0.6 394 k9.5 b6 5.8 1.2 0.9 11 1 19 2.3 2.9 Y 5.2 6.5 0.3 0.3 0. 69 & 108
Percentage 6.9 6.9 6.9 0.6 0.6 0.6 29.6 29.7 29.6 u5.8 u5.8 45.8 6.7 6.7 6.7 1.3 1.3 1.3 2.7 2.7 2.7 6.0 6.0 6.0 0.4 0.3 0.4 100 100 100
Vegetable
oils na 15.2 20.2 o o ° 6.8 9.3 2.4 9.4 12.7 16.9 2.9 3.9 5.2 0.7 1.0 1.3 3.6 49 6.5 1.1 1.5 1.9 0.4 0.5 0.6 36 b9 65
Percentage 0.8 3.0 0 o o ° 8.8  19.0 19.1 2.1 '25.9 260 8.1 8.0 8.0 1.9 2.0 2.0 10.0 10.0 10.0 3.1 31 2.9 11 1.0 0.9 100 100 100
Rice and grain
‘processing 2.6 392 k.0 1. 2.0 21 k.3 L8 50.6 N6 500  52.3 121 15 152 W5 a7k 8.2 13.5 16.2 7.0 5.7 6.9 1.2 11 p e 163 196 205
Percentage 200 200 200 1.0 1.0 FICIT S 247 5.5 255 255 T.b (2 7.8 8.9 8.9 8.9 8.3 6.3 8.3 3.5 3.5 3.5 0.7 o7 0.7 100 100 100
Rubber goods 23.8 3.0 76.8 0 o o 92.0 1246 153.6 8.2 57.4 61.6 o o o o o 0 o o 0 o o o o o o 164 225 292
reentage W5 190 263 o 0 ° 56.1  55.h 52.6 294 255 2 ° ° o ° ° o o ° o 0 ° o o ° ° 100 100 “100
Total ~ 346.7 k8.4 572 L 56 6.6 0.0 732 9398 %6:3 L,129.9 L,16k.5 204 1.3 2009 80 164 8T7 105.8  121.0 L7 k0.6 150 1601 10 12 .5 2,289 2,864 3,284
PE:::’:;‘;; ‘Zﬁm 15.8 16.7 7.k 0.2 0.2 0.2 2h.7 25.6 28.6 b 39.4 35.5 5.5 6.7 6.1 2.6 2.7 2.7 4.8 bk b.3 1.9 k.o k.9 0.3 0.3 ok 100 100 100
& For 92 Appendix B.
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Table 11
Distribution of Services in Communist China, by Region &/

1952, 1954, and 1957

Million Yusn (1952 Prices)

Value Added, by Region

1 1 11 v v vI viz Iz = Tota) Value Added
Services 2go2  29sh 1957 1952 g5k 2957 12 19sh 1957 152 1osh 1957 1952 g5k 1957  agse  agsk 1957 agse  agsh 1957 1952 ook 2957 agse  agsh 3957 agse  gsh 1957
Hz:::ponatim 485 9 1,082 5 8 16 23 s 520 68 107 159 53 83 136 58 fa 19 5 ks 129 b7 5 ur T n .3 1,000 1,600 2,300
Percentage 8.5 8.7 5.3 0.5 0.5 0.7 23.2 23.% 22.6 6.8 6.7 6.9 5.3 5.2 5.9 5.8 5.7 6.5 [N RS 5.6 b b7 5.1 0.7 0.7 1. 100 100 100
Native
transportation 152 179 168 20 28 30 280 318 357 190 214 230 172 179 218 130 165 166 188 228 228 56 13 85 12 16 18 1,200 1,400 1,500
Percentage 12.7 12.8 u.2 1.7 2.0 2.0 23.3 22.7 23.8 15.8 15.3 15.3 143 12.8 14.5 10.8 n.s 1. 15.7 16.3 15.2 .7 5.2 5.7 1.0 1.2 1.2 100 100 100
Commumications o 60 80 2 3 b 5k a1 108 58 87 ns6 12 18 24 20 30 ho 6 9 12 6 9 12 2 R 3 5 200 300 100
Percentage 200 200 200 1.0 1.0 1.0 270 20 2t0 29.0  29.0  29.0 6.0 6.0 6.0 0.0 100 100 3.0 3.0 3.0 3.0 3.0 3.0 1.0 1.0 1.0 100 100 100
Constructién 1,162 1,848 2,587 "6 Th 103 43 686 %1 93 Pt 206 198 35 k1 22 35 kg 9 126 176 123 196 o7 46 3 103 2,200 3,500 1,900
Percentage 52.8  52.8  52.8 21 21 2.1 19.6  19.6  19.6 b2 b2 b2 9.0 9.0 9.0 1.0 1.0 1.0 3.6 3.6 3.6 5.6 5.6 5.6 21 ea 2.1 100 100 100
Trade and
business services 1,336 1,776 2,359 n7 178 229 2,008 2,620 3,475 1,688 2,198 2,846 o9 1,15k 1,630 810 1,165  1,b30 1,0k2 1,k21 1,730 353 188 687 67 100 psty 8,400 11,100 14,300
Percentage 159 160 152 13 1.6 1.6 23.9 236 2h3 201 19.8 199 n.3 104 1 0.0 105 100 2.4 12.8 121 b2 Bk 4.8 0.8 0.9 0.8 100 100 100
Goverament. and
military services 319 L2g b5k 33 36 38 1,213 1,366 1,622 539 583 641 327 3uh 388 28% 298 336 362 37 b27 141 150 168 22 23 26 3,300 3,600 4,100
Perc ns w9 na 1.0 1.0 0.9 %.8  38.0 396 6.3 162 156 9.9 9.6 9.5 8.6 8.3 8.2 u.0 10.3 0.5 L3 b2 % 0.7 0.6 0.6 100 100 100
Rent and ’
niseellancous
services 1,380 1,660 1,770 10 130 150 1,980 2,300 2,580 1,78 2,080 2,290 850 900 1,070 800 960 1,030 940 1,090 1,160 330 400 T 80 % 8,200 9,600 10,600
Percentage 16.8 17.3 16.7 1.3 b 1.4 2.1 24.0 263 21.2 21.7 21.6 10.% 9.4 101 9.8 10.0 7 n.5 1n.h 10.9 bo b.2 3 0.9 0.8 0.8 100 100 100

306 37 24,500 31,000 38,200

Percentage of

460
b
Total Lotk © 6,731 8,260 333 AT 510 G198 LT 9623  L36 5,M6 6488 2,561 2,993 3,907 25h  2,7W 3,200 2662 3,M6 382 Lo Lim 803
national total 20.1 21.6 21.7 b 1.5 1.5 25.3 249 25.3 7.9 7.4 1.0 10.5 9-6 10.3 8.8 8.8 8.4 10.9 0.7 10.1 4.3 k.5 4

. Tor methodology, see Appendix B.
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APPENDIX B
METHCODOLOGY

I. General.

The estimates of gross regional product presented in this report are
based on estimates of GNP and its components for all of Communist China.
As such, they represent net measures of the total volume of goods and
services produced within each region -- that is, the gross value of the
output of the regional economies less purchases of materials, fuels, and
power used in the production process. The regional date consist essen-
tially of estimates for the years 1952, 1954, and 1957 of the total
physlcal output of a long list of commodities, together with the percen-
tage of the total produced in each region. The reglonal shares were
applied to the national estimates of value added in the production of
each commodity, and the sum of these values was considered to be a repre-
sentative sample of the regional output of the major industrial sectors
producing physical goods. These samples were then inflated to full
coverage by applying them to the national value-added estimates for the
respective major industriaml sectors, the results being combined with
estimates of the value added by the services sector to yleld a measure of
total regional production.

In general, the measurement of gross regional product involves com-
plexities above and beyond the problems encountered in measuring GNP,
Much of the additional difficulty arises from the fact that regional data
are always more scarce and less reliable than corresponding figures for
the whole country. The data on regional commodity production, which
provide the foundation for the estimates of gross regionsl product, are
based largely on plant studies or plan analysis, with a sizable margin of
error in some cases. In other ceses, it was necessary to resort to prewar
data in order to obtain regional or provincial shares of production,
assuming there had been no significant change in the intervening years in
the distribution of output. The regional distribution of a number of the
service industries is based on the assumption of certain functional re-
lationships. For example, it is assumed that the regional volume of
native transportation is a function of agricultural production; conse-
quently, value added in the native transport sector is distributed
according to the regional index of agricultural ocutput. Finally, the
accuracy of the findings of this report is further limited by the
inadequacy of certain of the samples employed in developing gross regional
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production. For example, the omission of animal husbandry from

the list of regional indicators tends to understate the contributions
of the Inner Mongolian Autonomous Region, Northwesi China, and toe
Sinkiang Uighur Autonomous Region. The fallure to include such sub-
tropical agricultural products as sugar and fruit has the same effect
on South China.

II. Methodology for Tables 1-11.

In Table 1 the distribution of commodity production in 1936
is based on a number of individual industry studies published by the
Chinese Nationalist government, by various departments of the US Govern-
ment, and by private trede associations in pre-Communist China. Re-
gional distribution of output in 1952 and 1957 is based in most cases
on studies of individual plants and on plan analysis.

Table 2 was prepared by applying the regional coefficiente for
the major sectors of the economy (presented in Tables 9-11) to the
national velue-added estimates for the respective major economic
gectors. Manufacturing includes the production of energy, metals and
metal products, chemicals, construction materials, food products,
manufactured consumer goods, and military end items. Agriculture in-
ecludes the production of foodstuffs and cotton. Services include trans-
portation, communications, construction, trade, government and military
services, and miscellaneous services and rent. The totals for services
have been rounded.

Tables 3, 4, and 5 are derived from Table 2.

Table 6 is derived from Tebles 2 and T.

Table T consists of midyear estimates for mainland China only
and ie based on the announced results of the 1953 census, assuning
a l-percent increase in 1953 over 1952 snd an annual increase of

1.2 percent for 1954 through 1957. It is assumed that the regional
distribution of population remains constant for the years in question.

- 50 -

§-E-C-R-E-T

Declassified in Part - Sanitized Copy Approvéd for Release 2013/08/26 :
CIA-RDP79R01141A000900040002-5



Declassified in Part - Sanitized Copy Approved for Release 2013/08/26 : CIA-RDP79R01141A000900040002-5

S-E-C-R-E-T

Table 9 presents a sample of the regional output of major
heavy industrial production and is based for the most part omn phys-
ical production data derived from plant studies and plan analysis.
The regional distribution of the machinery and armaments sectors,
however, 1s based largely on labor force data. Coal production is
distributed according to the prewar shares of the various provinces
of China.

Of the regional coefficients of light industrial production pre-
sented in Table 9, only theose for cotton textiles and rubber goods
are based on information released by the Chinese Conmunists. Most
of the other sector estimates are based on prewar plant capacity
data. The value added by the rice and grain processing sector was
distributed on the basis of urban population.

Table 10 is based on provincial crop reports for grain and
cotton in the years 1952 and 1954 and on provincial production goals
for these crops in 1957.

In Table 11 the regional data on services are less reliable than
the physical production deta used in distributing the manufacturing
and agricultural sectors in Tables 8-10. Modern transportation
includes data on railrosds (distribution of locomotives), on waterways
(distribution of ton-kilometers originating), and public roads (distri-
bution of road kilometrage). The communications sector is distributed
on the basis of telephone conversations in the prewar period, and
the construction sector according to the regional distribution of
major Soviet-ald projects. It was necessary to assume certain functional
relationships in order to obtain regional allocations for the remaining
sectors. Thus native transport was distributed on the basis of
agricultural output; trade and business services, together with rent
and miscellaneous services, on the basis of urban population in urban
areas and of agricultural output in rural areess; military services on
the disposition of Chinese Communist military forces; and the local
share of government services on the basis of total population.

ITIT. Estimates of the Industrial Production of Shanghai.

The share of 23 percent of national industrial production in 1952
credited to Shanghal was derived as follows: In that year, Shanghai
and Tientsin together accounted for about 30 percent of the industrial
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output of Communist China. 10l/ According to s Chinese Communist
announcement, Tientsin's industrial production in 1956 amounted to
about 3.4 billion yuan, representing an increase of 25 percent over
1955. 102/ The 1955 production figure for Tientsin has been
expressed elsewhere as a percentage increase over 1952. 103/ Given
Tientsin's output as spproximately T percent of the national total
in 1952, Shanghai's production in that year is equivalent to the
differential between this figure and the 30-percent figure given
above. Shanghai's total industrisl output in 1955 has been an-
nounced by the Chinese Communists in the form of & percentage Iin-

crease over 1952, 104/

Shanghait's share of approximately 10 percent of China's heavy
industrial production in 1956 was derived es follows: The value of
Shanghai's total industrial production in 1949 was secured first by
means of a Chinese Communist index relating it to 1952 production. 105/
Then the value of heavy industrial production in Shanghai in 1949,
expressed as & proportion of that city's total industrial productien,
was related to 1956 heavy industrial output, again using a Chinese
Communist index. 106/ This figure was then divided by the estimate of
the total heavy industrial production in China in 1956 to secure the
10-percent ratio.

The industrial production target of Shanghal in the First Five
Year Plan was estimated as follows: Heavy industrisl production in
1956, derived in the preceding paragraph, was to account for 27 per-
cent of Shanghai's planned total industrial ocutput in that year. 107/
Given the value of planned total industrial production for'l956, the
Chinese Communists have stated that this figure was equivalent to the
original 1957 industrial productlon target for Shanghal in the First
Five Year Plan. 108/

The share of 20 percent of national industrial production
attributed to Shanghai in 1956 was estimated as follows: Given the
value of plenned industrial output for 1956, as derived in the pre-
ceding paragreph, the Chinese Commnists have announced that sctual pro-
duction would exceed the Plan figure by 10 percent. 109/ Given the
acturl output total for 1956 and applying this total to the announced
total for China as a whole, the resulting share proportion is sbout
20 percent.
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