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Although China 1s primarily an agricultural country, its agri—

cultural economy has never been able to solve its economic problems.

It‘must open the way for industrisl advencement. This is the theory

that scholars and specialists have arrived at through their studies

over the last hundred years.

With economics having a political basis, if China's economic

problems are solved without plan, then the mejority of the citi-

zens will have no protection for their livelihood and political au-

thority will be unable to meintain itself. In other words, if any

political authority lacking in power guides China along the path of

industrialization and completes industrial organization, still that

authority cannot long endure. This is theoretically to be expected.

According to Communist revolutionary reasoning, this theory is

; clearly‘understood. Consequently, when the Communists seized po-

1itical authority, they advanced slogans for industrielization which

painted a peautiful viste for future industry. However the urgency

of industrialization was already common knowledge in China, and the

Communist vista, however peautiful, offers what means to-attain

this end? Industrialization requires a great quantity of wealth.

Where is Communist industrislization ‘to obtain this wealth? That 1is

: the question which we wish to discuss here.
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According to the Communists, industrial wel th i €., ca,pi'ta.l)

is to be derived from the two following sources. Firstly, it is

hoped that increased agricultural production will open the way to

industry. It is known thet lend reform will bring gbout increased

production because of the stimulated interest created by land

rights. Aside from food needed for themselves, there will be some

left over to be contributed to the state, which can be slowly ac-

cumulated as wealth for industrializetion. Since Chinese economy

is based on agriculture as formerly, the duty of accumulating cap-

ital for industrial purposes will fall on the farmer.

In the Tth number of this magezine, in an article by the wri-

ter called "Fluctuations in the Communist Unification of Agricul-

ture," I outlined the phenomenon of disparity between the farming

population of China and the area of tillable land, explaining that

the Chinese farmers took advantage of the "overturn" created by

land reform, and that in the process of dividing up the land the in-

dividual farmer received too 1little and too scattered holdings. Not

only was it imposgible for the Communists to acquire sufficient in-

dustrial capital, but the fermers were unable to progress in the face

of their age-o0ld impoverishment .

There is no need to go into further details concerning the above

theories except to point out one further obvious example, i.e., the

study of the situation as regerds cotton production on the continent.

Cotton is the raw material forlfhe spinning end weaving vl

ed in Part - Sanitized Copy Approved for Release 2012/04/26 : RDPBé-OOO3éROOOZUO120021-4



Sa Approved for Release 2012/04/26 : CIA-RDP82-00039R000200120021-4

o
RESTRIGTED

areenity (NFARMATION
industries. However the cotton produced on the continent 18 not
sufficlent to expand the spinning and weaving industries. Accord-
ing to Communist estimates, China now has approximately 5,200,000
spindles, of which 4,300,000 are in actual opération. Ten million
piculs of cotton are needed to supply 4 million spindles. Accord-
ing to 1950 statistics, cotton produced smounted only to 8,510,000
piculs. This is not sufficient to meintain 4 million spindles. It
is fer from being sufficient for 5 million spindles. Hence, if it
is plenned to increase the number of spindles, how will the addi-

tional cotton be obtained?

The Communists have already done a good deal ®m to increase cot-
ton production. During Februery 1950 the Communist "Ministry of
Agriculture“ promulgated a directive on plans for increasing cotton
production, placing cotton on a par with grain and indicating that
for the said year-period cotton should be increased by 4,720,000
plculs making a total of 13,230,600 for the year; hence the entire
country should plant 50 million wmou of cotton. Taking this into

consideration, even if this plan were completed on schedule there

still would not be sufficient to restore 5 million spindles ®m to

use .
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of this situation may be tabulated as follows (the

is from PJM 18 Nov 1951):

1951 planned production

Cotton Cotton Wheat
Item Concrete Yarn Cloth Paper Flour
Productive 100 100 100 . 100 100
capacity of
present equip-
ment i
1950 actual 49.3 8.2 100 62.1 55.9
production ! !
s B
1951 planned 75.6 9k 98.3 92 61.6 i
production i ]
Item Cigarettes Matches i :
Producfive capacity 100 100 E §
of present equipment
1950 actual - 45.3 31.5 !
production .
‘ j
k2.7 39.9 i
]

Tt is not necessary to comment on all the items in the table.
However, one should notice that cotton yarn throughout 1951 due to
| shortage of raw material had no way of meeting its productive capa-
city. Hence the production of cotton cloth for 1951 had to Dbe re-

duced also.

CH'EN YUN, Vice-premier of the State Administration Council, at
the session of the CPPC conference during October 1951, admitted in
his finance and economic report that the production of xk cotton yarn
1 during 1951 for the entire country due to insufficient raw material

Laia not amount to an increase of ten percent. From the above figure
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we may daduce the amount of increased production of cotton yarn planned
for in 1950, but no light is thrown on the possiblility of carrying the plan

out, Hence, the Communlsts are putting forth great effort to realize the

plan to increase cotton acreage and cotton planting., Whether they can ox

not is the questilon. Expanding cotton acreage and ‘increasing cotton planting
reflects the situation as regards grain production. Therefore, when the
Communists dld not attein the plannéd cotten area of 50 million mou, CH'EN ¥
YUN stated in the report mentioned above that the expansion of cotton area

[SAY

should be "critized" for blind expansion. ", .. next year we should
encourage the farmers to expand their grain production in order

to regulate the nation's grain needs. Next year we must adjust the area dec

devoted to the planting of grain and industrial ray materials. Ve must
stabilize according to this year's average. We definitely cannot reduce

ain, and we must especilally avoid blind expansion

the area to be sown with gr

of gotton fields...."

Tn order to restore and develop the spinning and weaving industry, it

ig necessary to expand the area planted with raw material, but if the plan

is to be carried out, the food problem has to be faced. This represents the

wretched situation of "having cured the head when there is also a pain in the

foot.” TIn the last analysis it is the fundamentel problem of the village,

i.e., the disparity between village land and village population.

Trom what has been said above, it 1is clear that the country's 5 million
cannot be put to use in 195 2. Why stop abt 19527 If the farmers

ee lthemselves from their minute holdings, the chances are very glim

cannot
that the Communiste will be able to accumulate industrial capital from

agriculture.
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Ag foy viher Light industries, according to the 1tems Listed
above table, thelr inabillty 4o atbain thelr {former productive'capacity le

proof that they too are in the same sltuation a6 cotton yarn and. cothon cloth,
rce for {ndustrial capital which the Communiste count on

The second BOW
This is even more vague in 1ts

tlon Ltself.

is from industrial produc

n than the item alecussed above.

5 connotatilo
J Whereas 1t is qulte possible to speak of an existing 1ight industry
in China, heavy industry 1is almost out of the question. Moreover, &mong
they

the light industries spinning and weaving are the most developed, since
vere egtablished at the time of the fipst world war. However, the spinning
and weaving industry's situation 1s as described above.
Whenever the Communists talk about production, it is always & question
of "breaking the world's record." If one or two items of production are
"record-breaking”. then the Communlsts are gelirious with Joy (not to speak
of the propa@anda elements involved). When they attain & record in agriculture
there is some reason to be proud. As for industry, particularly heavy
; sndustry the only record achieved in Chinese history ig one to be pitied
5 and to be ashamed of. The present distance from ”industrialization" 18 enormous

How can one gpeak of "preaking records?”
China formerly had a pitiably gmall amount of industry. During eight
[: years of a war of resistance and four years of civil war hoth because of

the destruction directly connected with warfare and because

of the lack of

technical slkill and raw materials, industrial activity came to & standstill.
Now that the Communists have political authority and have "ypified" the
had an excellent

i continent, one can only say ‘that they have &b least
adjusti@nd restore industry &% it existed formerly.

Nl

OPD: rbuniy
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The cause of the industrisal crlsis In the countries of FBastern Europe
lies in the fact thet they have not acquired new industrial equipment, The
so~called increase in production is based on the exploltatlion of labor. VWhen-
ever the workers become conscicus of this or whenever the leaders relax
thelrrhold, & crilsis occurs, The Chinese Communists do not have nev equilp-
ment either, and they can only increase thelr production by applying the whip
to the backs of the workers. In an edltorial published in PIM 18 November

1951, wvhich dealt with increased industrial production in the northwest,

—

it stated that it was apparent that the country could not invest more capital
in industrial equipment, but that the production of essential goods had reached
an all-time high record, and that this was the regult of Increasing the rate

of labor production and equipment utilization. CH'EN YUN also stated in

his report at the CPPC conference that the increased producticn on 1951

vas due to three causes; (1) increase in number of enterprises, (2) restoration
off old m&chinor& and the addition of new equipment, (3) increase in labor

production and equipment utilitvy. Number three is called the most important

efxmpvprrshnidveegk ek cause of the increased producticn., This means
that the dommunists‘ increase of new productive equipment is insuiiiclent,
and that the increased exploitation of labor must surely someday causé them
untold trovble.

It should be ﬁcinted out that the first needs of an expanding industry
i continuous skill in production and renewal of equipment. Since the
Communists ére unable to supply their essential economy, they accumulate
capital from agriculture, and by increasihg the utility of former equipment
and. applying greater labor production, they can proceed up to a certain point,

at which time they are not only compelled to stop but they also face a

crisis. The only remedy is to cooperate in ‘international economy, but since
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comuniet pollcy 1s erlented only towards the Soviet Union and rejects the

froe world which hae plenty of capltal, 1t loses the environment necessary
for ipdustrialization. The Soviet Unlon itself 1s a country poor in souwces of
capltal. Aside from productlon of industrial goods needed for militeary

PULPORES, it can be of nc help to the industrialization of Communist China.

Peace is an indispensible conditlon for the development of Industry,

put the Chinese Communists submit to Russian domination and reject international
peace. BY the purposeless entry into the Korean war, & preat quantity of

been
wealth which might have/appli@d to reconstruction has been wasted. Even if

the aymistice talks should be successiully completed, Chou En-lai has stated

at the CPPC cenference that national production should e aimed at securing

s of the cuntry; hence it ig clear that from nov on ‘the Comwunist
d

policy places more importance on military reconstruction than on economic

reconstruction.

Trom wlls standpoint, whether the Communists rely on agriculture or

industry itsel, they have no means of accumulating the capital they need

for industrialization. Their envirumment, conditions, and policy make it

impossible for them to follow the road to industrialization. Hence

Communist industrialization is & vista which may be seen but may not be

yreached., If they cannot complete their political authority by industrialization,

then their future is bleak indeed.
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