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COMMUNIST CHINA

"THE PROBLEM

To analyze Chinese Communist domestic developments and external relatxons

and to estimate probable trends during the next five years

co~cwsuo~s .

1. In thxs. its tenth year of power the
Chinese Communist regime exercises
firm control over mainland China, the
country’s economy is rapidly expanding,
and Communist China's weight in world
~ affairs is on the increase. At the same
. time, its greatly accelerated domestic pro-

- grams of the past year have brought it
some of the greatest economic and social
difficulties it has yet encountered. There
- Is also growing awareness in Asia of the
- ruthless character of the Chinese Com-
~ munist regime and the aggressive designs

of its foreign policy. Such problems will
make the next five years rough ones in-
deed for Communist China. However,
we believe that the regime will be able to
cope with its domestic problems and that
the power of Communist China will in-
crease coneiderably in the next five years.
In spite of Communist China's achieve-
" ments, however, its national power will
remain far less than that of the US or the
- USSR.

2. Although production increases in 1958
~ were far less than Peiping's cxtravagant
~claims, lmpresswe gains in economic out--

8

put were achleved We beheve that a
_record increase of about 20 percent was
achieved in Gross National - Product - -
"(GNP) in 1958, with industrial output

rising about 40 percent, and agricultural
output about 15 percent (due in part to
unusually favorable weather). .
these production records were achieved at
considerable economic and human cost.
(Paras. 25—29)

3. In attempting to achxeve contmued'
sizable production increases over the next

five years, the regime will encounter seri-
ous problems with respect to incentives,
dislocations in production and- transper-

‘tation, faulty statistical data, and ideo-

logical pressures. Nevertheless, we be-

. lieve that Communist-China will be able
" to increase its GNP by about 12 to 15 per-

cent in 1959, and about seven to 10 per-

cent in each of the three succeeding years, )
1960-1962. These increases will probably -

result in a total increase in GNP of be-

- tween 65 and 85 percent for the Second -

Five-Year Plan period (1958-1962).
annual growth rate for industry will prob-

ably average about 50 percent higher than

However,

 E———




-the rcmnrkabie 16 percent 'ratc nchlevéd

in 1953-1957. The most dramatic in-

creases in output over the next five years
will probably be in basic industrial com-
modities; for example, Communist China
may be able to raise production of crude

steel, commercially usable though not

fully up to Western standards, to about
20-25 million tons in 1962.  (Paras.
31-37)

‘4. Agricultural production, on the other

hand, will probably not increase dramat-

ically during the period of the estimate.
-The 15 percent increase achieved in 1958

- is unlikely to be repeated. - Total increase

over the full Five-Year Plan period (1958- -

11962) will probably be between 20 and 30
percent. Such an increase will probably
- be adequate to sustain economic expan-

~_sion, but will not permit significant in-’

(Para. 38)

5. The commune system has provided the
regime with a more eifective means of
- mobilizing and directing Communist
China’s vast labor potential. However,
"the regime will face serious difficulties
over the next ilve years in attempting to
establish the commune as the basic unit
of Chinese Communist society. It is in-
escapable that the commune program has
~ generated extensive bitterness toward the
-regime. This bitterness, together with

creases in consumption. -

_economic dislocations, has already led the -

. regime to modify certain of the more ex-
treme features of thc communes.
- lieve that Peiping will continue the com-
munal program, introducing modifica-
tions as they become economically or
pol'i tically necessary. The ceascless pres-
sures on the people will probably result in

a populuce that for the most purt is no .

We be- :

better than grudgingly acquiescent.
However, given the regime's flexibility
and controls, it is unlikely that popular
resistance will reach the point where the
regime will have to choose tetween a
blood bath or an abandonment of the
communal experiment. (Paras. 46-53)

6. We believe that Mao Tse-tung will con-

tinue to be the dominant figure in Com-

munist China, even though there are in-

dications that the party’s unique cohesign
~of the past quarter of a century has begun -
to feel the erosion of time. The selection

of Liu Shab-ch’i as Mao’s successor as

- government Chajrman is probably de-
signed to confirm him as Mao’s heir to .

party leadership as well. In the event of
Mao’s death or incapacitation, an initial
transfer of power to Liu would probably
occur. without challenge, but the party’s
effectiveness, vigor, and

cline. (Paras. 54-57)

7. There will .be a substantlal growth in -
Communist China's capability to assem--

ble or produce complex military equip-
ment over the next flve years. However,

Communist China probably will not have
developed a significant native guided mis- -

sile program during the period of this es-
timate. The USSR will probably pro-

_vide, or help the Chinese Communists to . _

produce, relatively unsophisticated mis-
siles.

air, air-to-air, air-to-surface, short-range

its prestige -
within the Communist world might de-

Within the period of this estimate,
Chinese Communist forces will probably

have one or more of the following types
“of missiles of Soviet design: surface-to-

W

surface-to-surface. Communist ‘China

has probably initiated & nuclear weapons -

development program, but will "almost
certainly not havedevelo_p}ed & nuclear

_SECRaT




-~ own control.

weapons production capability of itsb own
by 1963.' (Paras 73-75)

. 8. We believe that Soviet and Chinese
Communist interests with respect to nu-
" clear weapons are in some degree incom-
patible. The USSR is almost certainly
- reluctant to see the Chinese Commu-
nists acquire nuclear weapons under their
For its part, Communist
China almost certainly wants nuclear

weapons and recognizes that its chances

of developing a production capability
would be seriously impaired if a tes¢ ban

agreement should be reached. There is

no reliable evidence regarding the pres-

ence of nuclear weapons in Communist -

China. We believe it highly unlikely that
the Soviets have transferred nuclear
weapons to Chinesc Communist control.

It is possible, however, that they have pro-

.. vided the Chinese. Communists with some
. surface-to-surface missiles—adaptable to
nuclear use and of sufiicient range to
reach Taiwan.- It is even possible that

‘nuclear warheads for these missiles may
be stationed on Chinese Communist ter-
ritory, but if so they are almost certainly
in Soviet custody. In any event, unless
barred by an effective international

agreement, nuclear weapons are likely to .

be stationed in Communist China within

. the period of this estimate, although al-
"most certainly under Soviet -custody.

~(Paras. 84-86)
. 9. The Sino-Soviet alllance will almost

certainly remain flrmly united against
the West during the period of this esti-.

' NIE 100-2-58, “Devclopment of Nuclear Capabili-
tles by Fourth Countrles: Likelithood and Conse-
quences,” dated 1 July 1958, estimates tparagraph

" 7% that Communist China, with some Sovict
support, “will. probnbly develop a small inde-
pendent nuclear weapon capabllity within the
next 10 years."”

SE
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‘mate, with the USSR retaining its senior”

position in that alliance. - As Communist
China grows in strength and stature.

however, it will probably exert an increas-

ing influence on general Bloc policy and

Communist ideology, and the reconcilia-

tion of Sino-Soviet interests will probably.
become increasingly difficult.

titudes and tactics toward the West, and

patterns of econoinic and social develop- -~ -
‘ment. We also believe that, while Mos-

cow welcomes Communist China’s in-
creasing contribution to Bloc strength, it

will become increasingly concerned over °

the long-range implications of Commu-
nist China’s growing power.
less, both partners will undoubtedly rec-

ognize that their problems are the in--.

evitable consequence of the alliance it-
self, and that there is no feasible alterna-
tive to maintaining it in essentially its
present form. Over the next five years,

‘therefore, the main effect of these differ-

ences will be an increasing need for the
two countries to make accommodations

- to each other in policy matters, not a
" (Paras. -

weakening of the alliance itself.
77-82, 87-89) '

10. The aggressiveness which the Chinese

Communist regime has displayed in do-

mestic programs, in the Tibetan situa-
" tion, and in foreign policy has caused in-
creased apprehension throughout Asia of -

Communist China's strength and inten-
tions.

view the future with considerable con-
fidence and optimism. We believe that

thereé will continue to be frequent mani- -~
festations of Chinese Communist trucu-

T

In partic- -
- ular, differeaces of view will probably
arise with respect to nuclear weapons, at-

Neverthe- -

Despite the foreign policy set-
‘backs the Chinese Communists have suf-
fered during the past year, they probably .
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lence and of ar impatience to emerge as.

an acknowledged major power. World
_ pressures will increase for Communist
- China’s admission into the UN .and into
‘other international organizations. The
Chinese Communists will probably scek

" to gain their objectives principally by

political and subversive means. They
will also continue their trade and aid of-
fensive, but this effort will probably re-
main restricted and selective because of
economic limitaticns. However, the em-
phasis on nonmilitary means will not pre-
.clude the use of force tc exploit some
target of opportunity or to respond to
" some situation which they might inter-
pret as a serious threat to their position

‘naval and air sorties.

" tions will increase as time passes.

11. The C’hinesé Communists will almost’
certainly not let the situation in the Tai-.
wan Strait area remain quiescent indefi-

‘nitely. An invasion of the major offshore .

islands is unlikely, at least during- ihe
next year or so, unless Peiping comes to
believe that US determination to help the
Government of the Republic of China

(GRC) defend the islands has weakened. -

The Chinese Communists will probably .
continue sporadic military pressures in
the area, such as shellings and occasional
The chances of
some kind of major military probings in
the Taiwan Strait area to test US inten-
An at-
t{ack against one or more of the smaller -
Nationalist-held islands is possible at any

in Asia. (Paras. 90, 99, 106) time. (Para. 102)
DISCUSSION -
and Tibet. The road Peiping ‘has chosen as

1. INTRODUCTION

12. Communist China greatly accelerated its
rate of cconomic growth and social changc
~during the past yecar, but as a result ran
into some of the greatest. difficulties it has
yet experienced in its decade of existence.

 The greatly increased output led to serious -

production imbalances and maldistribution of
supplies, and the forced pace of the produc-
tion drive resulted Ina decline in the morale
of the underfed and overworked population.
The commune innovations further increased
the regime's control over the population, but,
together with the “leap forward’ program, re-

sulted in confused administration and added

to the many problems already facing the re-
gime. Other difficultics came as reactions to

Communist China's renewed assertiveness in .

“rclations with other states: Chinese ideologl-
cal pretensions Incurred Soviet displeasure,
and foreign policy setbacks were expericnced
* .in connection with the Tailwan Strait, Japan,

a shortcut to world power is clearly a r.ugh

_one, but the diMcultics which have been en-’

cntered do not-appear likely to prevent the -
Chinese Communists from making progress -
along this path,

13. The frenetic leap forward and commune
programs are the latest and most radical of a
serics of experiments which the Chinese Com-

" wmunist Party (CCP) has undertaken since -’
" 1055-1956. Until that time there had been a

rather steady line-of national devclopment,
pretty much on the Soviet model.  Since that

‘time, however, the CCP leaders have.appar-

ently become increasingly convinced that this

. scheme of development could not result in fast

cnough economic growth, and that_ accelera-
tion gnd radical cxperimentation would be
necessary if Peiping's basic objective of rapidly

" transforming a backward country into a great

world power was to be realized.
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-14. The problems were many. Population
growth had nearly cqualed the increase in
agricultural output.
marily on tax and marketing controls, was
- finding it diMcult to inobilize supplies to feed
" the rapidly expanding urban population and
to obtain products for export. Rapid indus-
'~ trialization required increased imports ot capi-
tal goods. The modest Soviet credits had
meanwhile come to an end, and the Increased
import needs could be financed only by ex- .

pandmg exports. Morcover, it had become

. nccessary once again to stir up revolutlonary
spirit in the CCP. The regime had lost much
of the popular supnort it had initially been
given. Meanwhile, it had made no great off-
setling’ psychological gains abroad; Commu-
nist China had not svcceeded In gaining Tat-
wan or replacing Nationalist China in the UN.
Lastly, relations with the USSR had become
more complicated as a result of turmoil in’
Sovict leadership, de-Stalir.ization, the Hun-
garian Revolution, Communist China's own
growth in power, and its almost certain desire
for Soviet assistance in the fleld or nuclear
-wcapons

15. The radical shifts in Chlnese Communist ‘
-economic and political programs since early'
. 1956——by one experiment after another—have

all sought to clicit a greater effort from the .

people.  From 1956 to 1958 there were appar-
ently a .considerable number of differences
-within the CCP on economic and political
questions, particularly with respect-to the rate
‘of advance. By mid-1958, however, the party
scemed to have scttled upon a sei of daring
and drastic approaches. The undertaking of
the commune and the leap forward programs
appcared to have signaled a victory for a gen-
erally. more aggressive point of view within
"CCP lcadership. These programs were ac-
companied by the publication of politically in-
kpircd statistics and economic goals and by a
marked increase in foreign policy truculence,

SEC

The regime, relying pri-

T o : L

in doctrinal assertiveness within the Bloc, and _

in demands for ideological conformity within
Communist China. By the end of 1958, grow-

ing strains had forced some retreats, but these .-

have been in the nature of ‘readjustments

. rather than changes of course, and the general

economic and political patterns for the near

. future, at least. seem tc¢ have been es_tablished.

16. ‘Pciping's.movcs' in the past year underline
the determination of Communist China's lead-
ers to press rapldly and relentlessly toward _

their ambitious objectives of industrializing

their underdeveloped country and transform-
ing-it into a great world power and its peo-
ple into “new Communist men.” One of the
most important factors molding the pattern.
of Chincse Communist life is the fact that the
present CCP leaders are first generation revo-
lutionists, deadly serious about their brand of
Communist dogma and their concept of “un-
interrupted revolution.” However, their out-

. look also contains strong nationalistic cur- -

rents; the “new Communist man” is definitely

- to be a Chinese Communist man. This na-"
_tionalistic ingredicnt contributes to the ‘driv-
‘ing pace Communist China’s leaders have set, '

but the problem of reconciling this Chinese

. nationalism with the demands of the ‘Soviet

alliance may become increasingly difficult.

17. For the period of this estimate, the prin-
cipal difficulties the Chinese leaders will face
will be those involved in maintalning the
forced pace of economic development. They
will continue flexible in improvising ways and
means of meeting these difficulties, but will
almost certalnly not alter’ ‘helr batic objec- -
tives. '

Il. THE "GREAT LEAP FQRWARD"

A. Background

18. Communist China has two principal eco-
nomic problems. The first.and most funda. .
mental is the press of its vast and rapidly in-

T
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-creasing population against its limited food
production. The increase in food production
achleved during the First Five-Year Plan was
- barely encugh to match population growth.
- The regim2 has cxtracted the necessary sur-
pluses of agricultural products for the expand-

" ing urban population and for exports only by

steadily increasing controls over the rural

areas and by restricting consumption. Fur-.

thermore, although the output of industrial
" crops has suustantially increased, severe fluc-
tuations from year to year still cause serious

‘disruptions in the plans for light industry

and for exports.

© 19. The second problem is the difficulty of
achieving a high level - of capiial accumula-
tion. To raise Communist China from its
" backward status to that of a modern indus-
-trial nation calls for vast amounts of capital

and considerable impori. of advanceca types of -

- equipment. The failure of agricultural pro-
duction to.
-severely restrlcted levels of consumption lim-
ited the amount of capital which could be

generated outside that produced by the mod-

ern industrial sector. The Soviet Bloc has
met Communist China's need for import of
" capital goods, but only a small part of this
was on credit, and there is no evidence that
Communist China has received a single red
kopek of cconomic grants from its relatively
opulent Soviet ally. Aside from military

loans, all that Pelping has received from Mos- .

- cow in the'past decade s two cconomic 'ioans
totaling $430 million. Since 1956, all Pei-

ping's imports from the USSR have been on

a pay-as-you-go baslic, and in additlon it has
been necessary to generaie an export surplus
In order to service the Soviet loans of prevlous
years.

20. In 1957 the imbalances from the expan-

sion drive of 1956 led the regime to institute

SE

increase:. substantially above -

T ' 6 -

‘a period of economic consolidation and a re-
. consideration of development policies.

It had
become clear that the Soviet pattern of devel-
opment by concentration of investment in big
Industry alone was not a solution to the prob-
lems of cupital-short, labor-surplus Commu-

nist China. In the first place, such a program ‘

require¢ massive .imports of capital pgoods
which Communist China was hard pressed to
pay for from 1its own resources. ‘
did not adequately utilize the large and grow- .
ing labor force. There was underemployment
in the cities, and during some months of each
year the 500 million peasants were relatively
unproductive. At the same time, economic -
developments during 1957. prepared the way
for greater production in 1958; * even with no
“leap forward” drive, 1958’s rate of increase in

‘GNP would probably have reached 1356's.

record level of 12—13 percent.
21. Although Communist China’s leaders had

initially annopnced relatively conservative .
- goals for 1958, they apparently decided during -

the first half of that year that a much faster
rate of -Increasc was possible than had been

‘Initially forcscen In their planning. ' They

determined to launch a “great leap forward"

on all fronts by capitalizing on the labor po-
tential of China’s vast population. ' The gen-
eral framework of investment hnd_ fiscal and -

~ price policies established during the First

“*'In 1957, output of cotton and other industrial
crops—which constituted the supply of raw ma- .
terials for light industry in- 1958—had Increased-

. significantly. With the slight reduction of con-
sumption and the decline In capital investment
in 1957, stocks of both consumer goods and pro-
ducer goods had Increased substantially, more
than enough to offset the drawing down of stocks
in 1956. Because the level of state investment

© in 1956 and 1957 was much higher than in the
years 1053-1953, significant increases In capactty
for key Industries could be expacted In 1058 when
a_larger number of projects wer: nchoduled for
completlon

; T

Secondly, it .
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_Five-Year Plan was to continué, but & new -

‘effort was to be undertaken In addition to
existing programa. :

B. Characteristics

22. A principal feature of the leap forward
-was the Increased attention given to small
and medium' industry, which required less
capital investment, technical knowledge, and
skill,-and could begin producing and earning
more quickly than large and complex fac-
tories. Responsibility for the management of
most of the small and medium industries was
transferred to local administration. ‘This
promoted the expansion of local industry and
local construction, and made fuller use of the
labor force and local resources.
of production In heavy industry was also
~ accelerated by overworking both planl: and
Jabor force. Workers worked multiple shifts,

and were constantly proddsd to overfulfill

ever higher norms.

.23, .The special characterxstic of Communist

China's leap forward, however. was the
astoundlng outpouring of human energy for
agricultural . production,® irrigation projects,
and the construction of hundreds of thou-
sands of nutive-style “backyard” industries.
“These latter were typified by the multitude of
small blast furnaces that appeared on farms,
in schoolyards, and in office building court-
yards ail over the country. Operated by

students, housewives, clerks, and peasants.

‘who “volunteered” their spare time, these
homemade furnaces, using every available
“picce of scrap iron (including cooking pots
of the peasants) and locally produced ore and
coal, turned out about 40 perrent of the pig
Iron and 20 pereent of the steel produced in

1958. The bulk of this output, however, was -

- of Inferior quality and of questionable utility.

'The organlzﬁxtlon'nhd exploitation of labor In
agriculture is discussed in the section on com-
munes beginning In paragraph 41,

SE
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24. Everyone was put to work: klxidcrgai'tne;s
pulled weeds, grade school childrer;‘ made
shoes, housewives dug ditches and stoked iron

" furnaces, and the agcd tended hogs and

watched after children. Hours of labor were
very long and holidays were given over to
“volunteer” labor. Always there was pres-
sure for “more, faster, better, more economi-
cal.” To have launched and susteined this
unprecedented work orgy was a tour de force

“of Chinese Communist motivation, organiza-

tion, and regimentation.

.C. Achigverhenfs ¢

25. Communist China’s production record for -
1958 is an impressive one, even if it is far short
of Peiping’s production claims. It was the
first year in which both agriculture and indus-
try made big increases. We estimate that
GNP in 1958 was about 20 percent above that
of 1957, well above the previous record in-
crease of about 13 percent in 1956.

26. The official claims for agriculture are that
production in 1958 was 64 percent higher by -
value than in 1957 and that the production of

. basic food crops increas'gd' 100 percent. These
figures are patently nonsense, unsupported by -

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

. 'Our economic estimates are less irm than those
of previous years. This results from the rapid
expansion and radical change of Communist
China's economy and from the pronounced de-
terloration of Chinese Communist statistics in
1958. We consider that the over-all description
ol the Chinese Communist economy is reason-’

ably accurate, but the specific statistical esti-
mates should not be viewed as precise, particu- |

larly for the agrienitural and handlcra{t sectors.
A discusslon.of this problem appears in Appen- -
"dix 1V: The New Chinese Communist Statistics.’

T
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food crops.®  About one-third of this increase
- 18 attributable to favorable weather. Produc-
" tion of cotton and some other industrial crops,
under development programs of a number of
years standing, increased spectacularly—
more than during the entire First Five-Year
Plan. However, the production of vegetables,
meat and other supplementary foods, gener-

*The factors contributing to this increase in basic
.food crops are estimrted to be as follows. The
sown acreage for basie food crops Is not claimed
to have increased significantly compared with

1957, but u pronounced shift is clalmed to swect -

potatoes and a Jesser shift to corn, primarily from
the arca sewn to wheat and other miscellancous
grains with Jower average ylelds. Thesc state-
- sponsored shifts alone would result In an in-
- crease of nearly four percent over 1257 with no

changes irom average ylelds for the various .

crops. In additlon, crop weather was substan-
- tially more favorable In 1958 than In 1657, al-
‘though the..Chincse Communists have claimed
otherwise in order to play up the effectiveness
. of their production measures. This factor is
estimated
roughly flve percent. Less certain is the re-
maining factor, the increase in’ yields from the
production measures undertaken. A tremendcus
irrigation program was organized which: was
claimed to have Increased the f{rrigated aren
. from 30 percent of the land under cultivetion
to ‘about 60 percent in 1958—an incrcase more
than double the Increase claimed for the five

years 1953-1957. The application of organic fer--

" tilizer, such as manure and pond mud, was
."claimed to have been increased to more than ‘10
times that of 1957. However, only a {raction of
the clelmed newly irrigated land could have
drawn bencfits during 1958, and ti» :dditional
organic - fertilizer was of low-grad» Chemleal
fertilizer avallabllities Increasae v <ne million
tons to a total of 2.8 million tons, Lut this small

arwount probably contributed less than a two

percent increase In basie food crops. Dramatic
_results were also reported from decp plowing,

close planting, tmproved .iceds, and the applica- -

tlon of other new technlques, but these appeared
to be largely limited to small acreages and some
of these measurcs were carried to useless ex-
tremes. Moreover, the effect of these productlon
measures was to some extent offset by the fail-
_ure, due to competing programs, to make ade-
quate proviston for harvest, resulting in above
normal harvest losses. On nct, we estimate that
these production measures probably contributed
to a scven to 10 percent Increase in baslc food
crops. In conjunction with the other factors,
this leads to an estimated total tncrease of about
- 18 to 20 percent in basic food crops In 1038, '
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ally a sideline enterprise of individual peas-

ants, was neglected and. probably actually
declined. o
27. The apparent anomaly of a 15 to 20 per- .

cent increase in food production for 1958 on
the one hand, and serious food shortages in

1958-1959 on the other is cxplained by a num-

ber of factors: (a) food reguirements and
calorie necds were substantially increased by
the greatly intensified labor effort; (b) the
regime was at first overly generous in the
distribution of food through the communal
messhalls; (c) the percentage of food output

"devoted to nonfood uses probably expanded,

reflecting the increased sced and feed require-

~ments of the farm’program, as well as ex-

panded manufacturing uses; and (d) trans-
port shortages hindered shipment of food from
surplus to deficit areas, especially the cities. -
Tn addition, there was a qualitative deteriora-

- tion in the diet resulting from the reduction -

in supplementary foods (meat and vegetables)

" and the increased substituiion of potatoes for

grain. The state food collection target for
July 1958 to June 1959 was.raised 43 percent

. ovér that of the preceding 12 months, but Pei-

ping admits that collection for the .last half .
of 1958 rose cnly 24 pe:cent. It is likely that

. procurement for the entire 12 months (mid-

1958 to mid-1359), although possibly securing
one-half of the increase in food output, will
fall far short of the target. ~State food sales
for the last six inonths of 1958 rose about 33
percent over the same period in 1957. This
has prevented planned. increases in reserve
and has caused a reduction in exports.

" 28. Chinesc Communist industrial claims
‘were less exaggerated than those in agricul-

ture, and avallable data are more firm than
those for the agriculiural sector.® We believe
that total industrial output in 1958 increased
by approximately 40 percent, about two-thirds
of the amoung claimed. This is the Jargest
percentage increase to date and by far the
largest absolute increase. Light industry
probably - increased about 20 percent and
heavy industry abcut 60 percent. While in-.

dustrial expansion occurred on a broad rront

*8ee Appendix IV: 'rhe New Chinese Communlst ‘
Statistics. )
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the main emphasis was on steel.
that total steel production may have been
about as clauried, 11 million tons, more than
double that of 1957. Even if the more than

3% million tons of substandard products,

mostly fromn the native and small-scale plants,
are subtracted, 1958's steel production prob-
ably increased about 40 percent over that of
1957. Neverthceless, to help meet expanding
néceds, steel imports had to be doubled, reach-
ing more than one million tons, and con-
-struction of all modern iron and steel mills
-was accelerated. The increase in coal output

may have been nearly as much as the claimed-
. 100 percent, but about 40 percent of this in-.

‘crease was a low-grade coai produced from
native: workings. Communist China has
probably become the third largest coal pro-
ducer in the world, ranking after the US and
USSR." ‘The machine too! and chemical in-
" dustries also made large increases.

29. The production records of 1958 were
achieved at considerable economic and human

cost. The obsession with quantity and the

spread of the backyard factory movement led
to a great amount of economic waste. In
particular, labor was often dissipated need-
lessly in work of little productive value. As
a result, a considerable amount of crops went
unharvested, were harvested too late, or
‘spoiled while waiting shipment. Hard pressed
managers of the overworked industrial plant
were reluctant to withdraw equipment for

maintenance and repair, and repalr shops -

were diverted to production.

We believe’

ET _ ' 9

D. Protpeds

30. During the first year of the leap forward;
conservatism became anathema and planning
gave way to improvisation and hasty expan-
sion of production. By n1id-1959 Peiping still
had not formally udopted a Second Five-Year
Plan, and the tentative five year targets that
had been announced in September 1956 had
been rendered obsolete by the great leap for-
ward. The regime is committed to a continua-
tion of the driving pace in 1959, but at the

. same time recognizes that it must correct pro- - .
" duction imbalances and improve the new insti-:

tutional arrangements, particularly by “tidy-
ing up” the comnsune system. There is no in-

- dication at present that the Chinese Commu-

nists intend to abandon their original plans to
prolong-the leap forward for three years. 'How-
ever, they have already had to relax pressures
somewhat, and it is almost certain that they
cannot re-establish and maintain either the
rate of increase or the intensity of human
effort attained in 1958. '

31. Indeed, the regime faces a number of prob-
lems in attempting to sustain even the present -
pace of the leap forward. A-principal problem
will be that of maintaining incentives for the . -
peasants and worKers. The increases in pro-
duction should make possible a modest in-

crease in consumption, but this may in part

be offset by continuing distribution difficulties

and imbalances in supplies. Morecver, the
workers and peasants will probably consider -
that such increases in consumption as they
may get are disproportionately small in rela-
tion to the effort that is being demanded of

. them.. Such dissatisfactions will be intensified

Pcrcentnge chrenses
in Production. -1958

. over 1087 . . Average Annual
. ) Chinese Com- i Increase, 1953-1957
Item munist Claims " Our Estimatc’ Our Estimate *.
. GNP " . not given <0 L]
Agricultural ‘Production . o o4 15 . Lo 258
Production of Food Gralns © 103 15-20° ’ 2 -
Industrial DProduction ’ ) 668 - 40 . : 18
Production of Heavy Indmtry ‘ 103 60 ) 23
Production of Light Industry ) 34 20 : 10 -

* Increases claimed for gross value of production.

*Value added' estimates bascd on Chinese Communist claims for pro‘ducuon.or industrial commodities c

and our cstimates of production of sgricultural commodities.
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if the regime continucs to make exaggerated
agricultural production claims. '

32. The rate of economic growth in the next
few years will also depend upon the ability of
the planners to redress the imbalances created
in.1958. The leap forward in production cre-
ated demands for transportation considerably
iu excess of the capacity of the transport sys-
tem. A large part of the increase in traffic
consisted of coal and ore for the mushrooming
steel industry. Demand on distribution and
transportation will continue to be in excess
of capacity for some time. Recognition of this
problem has led the regime to raisc the pro-
portion of total capital investment devoted to
transportation and communications from 13
percent in 1958 to almest 21 percent in 1959.
The goal for freight ecar production in 1959
iIs just about two and a half times that
achieved in 1958. It will be necessary to con-
tinue investment in transportation at this.
increased rate for a humber of years in order
‘to make up the existing gap and to keep up
with increasing demand. The rise in demand
is a result of increased production (particu-
iarly in steel and its raw materials), increased
interdependence of industries, and increased
interdependence of city and countryside as the
ecconomy develops. The ratiroads, which are
“the prime means of transport, are planned to
increase their performance 37 percent in 1959;
even i{ this goal is achieted, which we believe
unlikely, some transportation jams will occur
during 1959, requiring strict shipping pri-
oritles.?

) 33.'In 1059, industrial imbalances are also’

- forcing production cutbacks in some sectors

of the economy and costly shifts in investment.
By the end of 1958, recognition of the very poor
- quality of “native” and local coal, pig iron, and
. steel led to a drastic reduction in this pro-
gram. Th: inadequacy of raw material sup-
piy for the modern stecl program caused some
drop even in the production of commercial
quality ‘stecl in the first quarter of 1959, com-
pared with the last quarter of 1958. The ca-
pucity to finish steel has lagged behind output
of crude steel, and stcel output, restricted in-
types.and shapes, is unbalanced. Peiping is

*See Appendix V: airansportation.
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concentrating its cfforts ori modernizing as
well as expanding its facllities, and there has

. been a substantial increase in investment in .
steel and related ‘industries at the expense . -

of other indusiries. Machinery output greatly -
expanded in 1958, partly by setting up large

production runs with little regard for require-

ments, but the industry has since been di-.

" rected to limit its main effort to the new

priority needs. This has resulted in retooling

‘and in cutbacks in production of many kinds .
of equipment, thus restricting growth in out- .* -
-put over the rate obtained at the end of 1958.

These imhalances do not appear susceptible
to quick or casy solutions and will persist in

- one scctor or another as. the: regime presscs,

for large increases in output

34. The regime will also have trouble in mak—
ing its radically reorgamzed economic admin-
istration work effectively, particularly the
communes and the local governments which-

. have been given increased authority and re-

sponsibility. In this the Chinese Communists
will be handicapped by faulty statistical data
and by strong ideological pressures to plunge

" ahead regardl:ss of cost and confusion, “let-

ting politics command.” Their economic plan-
ning will also be further complicated with the
increasing complexities that accompany rapid
economic growth. - .

35. Despite these difficulties, we belicve that
Communist China’s GNP will increase during
the period of the Second Five-Year Plan at an
average rate of about 10 to 13 percent a year.
This is about one-third to one-half greater than
the rate of increase during the First Five-Year

Plan, and wil! result in a total increase of be- -

tween 65 and 85 percent for 1962 over 1957.
This judgment is derived from the 20 percent
increase we bLelieve to have been achieved in
1958, probable increascs of about 12 to 15 per- -
cent in 1959, and about seven to 10 percent -

'in each of the three years, 1960-1962. We be-

lieve that these latter four years will be marked
by consolidation of the unusual gains of 1958.

- 36. The fast growth during the period of the
Sccond Five-Year Plan will be nossible because . -

an increasingly large proportion of the GNP
This can be
accomplished becausc of the rapid growth of
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heavy industry and the regime’s ability and
willingness tn deny to the consumers all but
a .very small portion of the increases in pro-
duction. - Whercas we estimate that about 21

percent of the GNP was devoted to gross do- .

mestic investment in 1957, -the percentage
probably incrcased to about 28 in 1958, and
we believe the level will reach at least 30 per-
cent in 1959. We believe that the total volume
“of investment during the Second Five-Year
Plan period will be approximately three times
that of the First Five-Year Plan period.

37. The 1958 pattern of funneling 65 percent
of state budgeted investment into industry at
" a rate of nine for heavy industry tn one for
~ light industry will probably continue for the
" next few . years.
production during the Second Five-Yecar

period will probably be about 50 percent higher-

than the remarkable 16 percent annual rate
achieved in 1953-1957. The most dramatic
feature of the period 1959-1963 may prove to
be substantial incrcases in the output of basic
industrial commodities, increascs which would
have been dismissed by Western observers as
inconceivable before the leap forward of 1958.
_For example, we now believe that Communist
" China may be able to raise production of com-

mercially usable crude stecl to about 14 mil-

lion tons in 1959 and to about 20-25 million
tons in 1962, compared with 5.35 million tons
* in 1957 and an original plan .goal of 10.5 to
12 million tons for 1962. It must be realized,
however, that in terms of variety and quality

of finished stecl, the industry will be substan-’

tially inferior to those of Japan and the West.

Morcover, not all branches of industry will |

be able Lo expand at this dizzying pace.

'38. While the regime will continue its stepped -

" up agricultural development efforts, we do not
believe that in the next five years agricultural

production will increase dramatically follow- .

ing the remarkable 15 percent increase in

1058. The ambitious goals for multiplying the -
output of chemical feriilizers, If met, would

be sutficient for possibly a five percent increase
in agricultural output. Some increascs in out-

put are probable as the programs for irriga-

tion and better crop practices are implemented
and- wasteful leap forward practices elimi-

Growth in total industrial .

1

nated. Tliese prdgrams, if carried out, should

raise agricultural output in 1962 to a level

30 percent over 1957, or about double the in-
crease in-the First Five-Year Plan. However,
failure to stabilize the communes or an in-~
ability or unwillingness to car:y through some

current programs might limit the increase -
in output to possibly 20 percent. A succession
of bad crop years would confront the regime

. with grave difficulties* However, the regime

could almost certainly maintain itself in pow-
er, and would be able to maintain industrial .
growth, though at.a reduced rate.

39. Populatidn Growth. Ifpopulation growth

vontinues at the present estimated rate of -
about 2.5 percent annually, Communist China

will have more than 740 million people by the
end of 1963, about 80 million more than in
mid-1959. The Chinese Communists currently:
claim that the vastness of their population is
an asset rather than a liability, and that em-"
phasis should be placed on people as producers -
rather than as consumers. Nevertheless, the -

. need to provide a growing population with an

improved living standard from China’s limited
arable land will remain a major problem for .
the regime. In 1957 the regime launched a
birth control campaign, and although it has
been submerged in the leap forward, official

- birth control programs still continue on a -

small and unpublicized scale: In the long -
run, to alleviate population pressure, the re--

- gime will probably have to resort increasingly

to programs; however disguised, that will tend
to reduce the birth rate. - It will also be under
pressure to decrease net exports of food and

‘to increase imports of fertilizer in exchange .

for manufactured goods.

" 40. Foreign Trade. During the next five
" years Communist China will probably increase

its foreign trade by an average of about 10
percent a year, generally in step with its ex-
panding over-all economic output. Increascs, -
however, will be irregular, as difficulties in
planning and in production afTect the level
of Communist China's exports. Imports from

* Although the floods so far this year may have
caused scrious Jocal difticulties, we belicve that
thelr effect on total agricuitural production for

* the year will be slight.
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non-Bloc countries were accclerated in late

1958, financed in large part by neatly exhaust-

ing forelgn cxchange reserves. ‘At the end
of 1958 and through the first half of 1959,
Peiping failed to meet certain export commit-
ments to Western Europe and for some time
‘refused even to sign rurther trade contracts.
Although some reccovery in non-Bloc trade is
likely in the latter half of the year, it is prob-
able that 1959 will show a drop from 1958.
Since trade with Bloc countries has increased
in 1959 and long-term trade agreements with
many Bloc countrics have been concluded,

Communist Chir+’s trade pattern will prob--

-ably continue to e oriented principally to-
ward the Bloc during this period.® Commu-
nist China's major problem in foreign trade

will be to expand exports sufficiently to meet. -

the fast-growing demands of its investment
‘program. . Minerals and light industrial prod-
ucts. will increasingly replace agricultural
products as exports.

. THE COMMUNES AND THE 'PEOPLE **

41. Motivations for the Commune Program.

To implement the new leap forward program
decided upon in early 1958, the regime sought
a form of organization and control that would
cut across the confining boundaries of the
agricultural collectives and provide a- unit
strong cnough to generate its own capital and

utilize the available manpower with maximum:

effectiveness. From 1956 onward there had
been sporadic experiments in grouping co-

*In 1058 nbouf. 40 bcrcent of Communist China's ‘

$3.8 blllion total trade was with the USSR, 22

percent with the European and Aslan Satcllites,’

and 38 percent with the Free World. Through
1955 Communist China recelved more from the
USSR than it exported in rcturn, but the pattern
has been the opposite since that time, as Com-

munist China has had to squeeze an cxport sur- -

plus from Its pecople. In February 1959 the two
countrles signed an agrcement which calls for
the USSR to provide $1.25 blllion worth of equlp-
ment and technical assistance for the building
of 78 major new factories In Communist Chlna,
in the perlod 1959 through 1967, The latter Is
obligated to export a similar value of goods and
services to the USSR during the period. No Joans
or grants are involved In this agreement,

" Yne also Appendix III: The Chlncsc Communist
Communc
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operatives into larger unils, and an acceler-

ated trend toward such amalgamations oc-
curred in a few provinces in the spring of
1958. One such unit in Honan, subscquently

named the Sputnik commune, was cited as a
model for the later commune drive. Thce char-
acteristics of the new form of orgnmznt:on
were: (a) all the Agricultural Producers® Co-
operatives (APC's) of onc hsiang (township) -
were combined; (b) the hsiang government

was merged with the commune management
and given control of virtually every activity,

.agricultural or otherwise, within its arca; (c)

the residue of private ownership was furiher
reduced by expanding the scope of collectivi-

" zation; (d) children were pliced in public

nurseries or schonls and meals were eaten in -
messhalls, thus rcleasing the women from

household duties to take part in the labor ef-

fort; and (e) workers were organized along
military lines and deployed to the ﬁelds or

~ small industrnes

42. The experiments apparently convmced the
party leaders that they had at last.found a
means of organization which fully employed
Communist China's labor supply—including
women and even children and the aged—and

" which answered the economic needs gener-

ated by the.lcap forward undertakings. Ac-
cordingly, the intensive drive to organize

the country into communes was suddenly
* Jaunched in August 1958. .

43. Idcological considerations almost cer-.
tainly also played an important part in the
undertaking of the communal experiment.
The rectification campaign of 1957 had in-
dicated that thcre was some feeling among -
Chincse Communist leaders that the revolu-
tion was losing momentum and that a sig-
nificant ;ew step toward communism was
needed. By the middle of 1958, the enthu-
siasm and optimism stimulated by the leap
forward psychology were reflected in a wave
of idcological revivalism. The urge to move -
forward rapidly on the. idcological ‘front
found an apparently perfect answer in-the
radical concept of the commune. In one
stroke the cstablishment of the commune sys-
tem would hasten the achicvement of social-

- Ism and even introduce some aspects of a purc

ET
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Communist society. Communist China would-
be in the vanguard of ideological advance.

44. Morcover, the cel ‘ralization of all politi-
cual, economic, and social authority in a single
administrative unit and the militarized regi-
mentation of all the members would greatly
casc the problem of coniinuous surveillance
and physical control of every individual. The

mass militia drive within the communes would

abet this process. The collective living as-
pects of the commune would hasten the break-
up of the family, the only remaining institu. '
‘tion that could compete with the state and
party for loyalty. Finally, the communal sys-
tem of care and control of the citizen from’

.infancy would permit continuous indoctri--

nation.

45. The strateglc dispersal implications of
the cconomic and political decentralization
inherent in the commune system may have
-also ‘motivated Peiping, though probably as
"a secondary consideration. The Chinese Com-
munist press has cxplicitly stated that the
nation will be less vulnerable to disruption
under the ne'v organization should war come.
However,. this is probably essentlally an at-.
tempt to.gain additional support for a pro-
gram which had been undertaken largely for
other reasons.

.46. The Record of the Commaunes. By early
November 1958, Peiping claimed that 99 per-
cent of the rural population had been or-
ganized into 26,500 communes, averaging
about 4,750 houscholds.cach. The avallable
cvidence indicates that the actual degree of
. communal organization achieved by that time
ranged from little morc than that of a paper
‘organization at onc extreme, to a highly regi-
mented communal society at the other—with
people living in barracks, the children reared
by the community, and food, clothing, and
.most other nccessities supplied by the state.
By mid-1959, however, few communcs are at
cither of these extremes. Most of the paper
organizations have been at lcast partly real-
ized, and some of the more radical feutures -
of the advanced communes have bcen modified
following the CCP dhcctivc of 10 December
1058.
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47. Before the commune program was four
months old, its promoters were harvesting a
crop of stubborn problems. From the begin-
ning, old forms were abandoned faster than
new onecs could be ferfected. The result was
considerable chaos in administration, account-
ing, tax collection, and domestic commerce.
The Increased regimentation of the peasants
and the additional demands levied on their
time resulted in a.drastic reduction of sub-
sidiary food crops (which in Comrmunist China
means substantially everything but grain and’
yams), and a Joss of much traditional house-

" hold production of clothing, tools, etc. Even’

those who ave better fed must find it difficult -
to perform the long hours of hard work de-
manded of them. And though the maximum
work day in the communes at present is sup-

- posed to e 12 hours, with eight hours al-
lowed for sleep, there is evidence that at least .-

In some cases an 18-hour work day is still
required. Under these circumstances, it is in-
escapable that the commune program has
generated extensive bitterness toward the re-
gime.

48. Although there has been no wave of peas- i
ant revolts across the countryside, there is’ ]
ample evidence that a substantial part of the -
peasautry bitterly resents the effect which

. the communes have had on their lives. Many

who dwell near the non-Communist borders
have fled, some of them at very great risk and
with the knowledge that relatives or friends -
left behind would be subject to severe re-
prisals. Letters to relatives outside Communist
territory reflect this dissatisfaction with com-
munal life. But whatever overt resistance

‘has appeared has almost certainly been

crushed mercilessly. Other types of resist-

" ance, such as minor pilferage of mess sup-

plies and withholding grain from the state -

. have occurred ,(sometimes with the coopera-

tion of party cadres), but as the administrative
machinery improves, even thls becomes pro-
hibitively risky. :

49. A conspicuous failure in the commune
program has probably been the system of “free
supply,” that is, the practice of distributing
part of the commune member's income in
the form of messhall meals and other goods
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and scrvices according to ‘“necea.” The
bumper crops of the first half of 1958 appar-
ently led the regime to believe that the food
problem .had been solved and that it was
therefore possible to provide ample food sup-

plies through communal messes while at the |

same time assuring maximum accumulation
of surplus for the state. It appears that for
a whilé the peasants, on the average, were
cating better under the free supply system
‘than they were before. But then the slight
increase in consuinption overtook the inflated
statistics of food production.
about cold and tasteless food began to be re-
placed by complaints about too little food.
Many communes closed their kitchens in early
1959 and “allowed” the- peasants to eat at
home. More recently, official spokesmen have
stated that commune members may withdraw
from the messhalls. The regime has also been
concerned with the loss of incentive which
the free supply system has entailed. In the

past few months it has had to caution. the .

.commune cadres against providing too large
a proportion of the member’s income in the
form of frec supply, and recently the issuance

of messhall tickets has been tied In with the -

type and quantity of work performed.

50. The original three-month “tidying up”

campaign launched in December 1R58 is still

-going on, and modification and consolidation

ol the communes will continue during 1959,
Many of the extreme practices have been
stopped and a number of practices of the old
APC’s have been reintroduced. Emphasis has
-been shifting back to incentive rewards, some
subsidiary food production (including hog
ralsing) has been returned to the individual,
and inroads on the family system have been

reduced. The widespread introductlon of ur-

ban communes has been postponed. Empha-

sis on the mass aspect of the militia system -

.appcars to have béen reduced.

51. Prospects. These adjustmcnts do not
mean the end of the communecs, however. The

top leadership is still firmly and expressly -

‘committed to the belief that communes, rural
and urban, are the best way for China to spccd
up Its soclalist construction and bring a&.:!
the Lransition to communism. We believe tn g
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although there will be many modifications of
the system, including some tactical retreats,
the commune will probably remain the basic
form of organizalion for the countryside.

"Forms and practices are likely to become more’

standardized and more burcaucralic among
the communcs, and incentive pay systems will
be further developed. The. present program -
of consolidatirgz communes into larger com-
! Urban com-
munes are now being tested, mainly in Honan
province, and some type of urban commune
may -be adopted ona nauonwide scale before E
1963. :

52. In carrying out the communal program,
the regime will face numerous and difficult

problems. There will probably: be costly .

blunders in planning and administration.
The ceascless and ill-rewarded sacriflces will

‘probably drive some of the peasants to open

revolt, but such cases will be smashed ruth-
lessly and with little or no publicity. Most .
peasants apparently consider that overt op-'
position to the commune system is hopcless;
passive resistance will probably be the re-
gime's main difficulty. However, past expe-
rience shows that the regime has the. ability
to be flexible when necessary, and it has the.
whole spectrum of totalitarian pressures and
controls to usc whercver nceded.

53. The commune program dircctly involves
half a billlon pcoplc and entaijls . drastic
changes in almost every aspect of thelr lives.
It Is the most audacious attempt in history to

- rapidly transform society. Although many.

of the program’s features may be changed, -

. Pelping has committed its prestige to the

communal experiment; it neither wants nor
can afford to abandon the program in its en- -
tirety. Natlonal pride and a scnse of accom-
plishment will work for the benefit of the re-.
gime, but the necessary, ceaseless pressure
upon the peovle will probably result in a pop-

" ulace that is, at best, grudgingly acquiescent.

This is a far cry icom the “new Communist
man” the communcs >ve supposed to create.
This failure to. stimulate enthusiastic sup-
port will probably contribute to greater cau-

tion in the future. Nevertheless, given there- | .

gime's flexibility and controls, it is unlikely
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that popular resistance will reach the point .

where the regime will have to choose between a
blood bath or an abnndonmcnt of the com-
‘munal experiment.

Iv. PARTY PROBLEMS

54. Party Leadersh!p and Cohesion. Although .
"we believe that CCP leadership Is still basically -

- unified, there are indications that the unique
coheslon of the past quarter of a century is
beginning to fecl the erosion of time. During
the past two years a number of important
_new programs and theses appeared to en-
counter opposition within the CCP.leadership.

- These included collectivization, “blooming and

contending,” the nature of -“contradictious”

in Communist society, rectification, and the
communes. There have also apparently been
divergent-opinions concerning the pace to be

.. set for economic development and the degree

of risk the regimec should accept in- pushing
- its foreign policy goals. In addition, the lead-
ership has probably not been unanimous in
some questions of Sino-Soviet relations.

55. Mao Tse-tung was personally identlﬂed
with many of the programs which caused con-
troversy in the CCP. To some party members,
_at least, his conduct of policy may have ap-
pearcd erratic and unwise H:
is no evidence that Mao was pushed when he

. retired as government Chairman. We believe -
" it more likely that Mao himself took the initia-
tive in resigning from his lesser post in order .

to devote more Lime to his more important post
-as party Chairman and to basic policy and
idcological matters. Moreover, Mao was prob-
ably concerned over the question of estab-
lishing a clear order of succession to the top
party lcadership post. Mao’s position of pre-
eminence has apparently not béen challenged.
He is recelving far more attention and adula-
tion at present than is Liu Shao—ch’l his suc-
. cessor as government Chairman. " Mao s stlll
boss of the party, and we beliave thot he will
continue to be the dominant figure in Chi-

nese communism.

5'0. The selection of Liu, alrcady number two -

man in the party, as government Chairman
is probably desyined to confirm him as Mao's
heir to parl.y lcadership.
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the past two years appear to have been in-
creasingly in line with Liu's views, and sev-
eral men. who apparently share these views
have moved into influential party posts, no-
tably secretary-general Teng- Hsiao-p'ing. .
Chou En-lai continues to maintain his posi- .
tion as the third man in the party and as the
principal link between the party and the
government machinery "

- 57. If Mao should die or become incapacitated

during the period of this estimate, the initial
transfer of power to Liu would probably occur
without challenge. However, the cohesion of
the party might suffer, and the absence of
Mao might cause the CCP's eficctiveness,
vigor, and its prestige within world commu-
nism to decline. :

58. The Party and the People. .The CCP lead-
ers have shown determination to arrest any
sag in the party's revolutionary vigor which
might weaken the spartan spirit which the
nation must maintain if its goals are to be
met. And the top leadership has been keenly
concerned, especially since the object lesson -
of the Hungarian Revolution, that the CCP
not permit itself to become even more sep-
arated from the people. The CCP has’ sought,

through various means, to prevent the crea-

‘tion of a privileged “new class,” alienated

from the people. These have included party
rectification, the mass shipping of bureaucrats
and party activists to the countryside; the oc-
casional manudl labor done by Mao and other -

‘leaders, and the sending-of officers to serve in

the ranks.

59. The party will probably continue iv dem- i
onstrate the flexibility shown. to date in at- -
tempting to maintain its identification with
the pecple. However, the regime’s programs
have already alicnated much of the popula-
tion, and cfforis ¢o redress the situation will
be hampered by the limited material rewards
the regime can offer the pcople. Great steel
production figures cannot be eaten, and since

‘a sizable percentage of cconomic return will -

probably not be funncled into consumption, it
is almost certain that a hungry, exhausted.

" 8cc charl.
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‘ populace will not feel a close sehse of identi-

fication with the party.

" 60. The Party and the Intellectuals. To meet
its ambitious gnals, Communist China must
fully utilize its intellectuals and highly trained
personnel, yet the majority of these people, by
the regime's own admission, are non-Marxists
and only lukewarm toward the CCP. These

.people are needed but not trusted, a dilemma
which has been evident in the regime's var-
ious efforts to command their full support.

61. This need was one of the principal reasons
which impelled Mao to launch the 100 Flow-
ers” effort of 1956-1957, in apparent confi-
“dence that the Communist system had won
general acceptance in China and that a freer
atmosphere would jnduce the intellectuals to
" give the regime more enthusiastic support.
There. was apparently considerable doubt
within the party as to the wisdom of this
gamble, a skepticism which proved justified
when the intellactuals accepted the CCP's in-

vitation to air criticisms (May 1957) -and be--

- gan to attack. the foundations of the regime
itself. . This resulted in their being attacked as
“rightists,” .sent to duty in the countryside,
and subjected to other. repressive measures.
Although the party still employs the *“100
Fiowers” slogan and has at ‘least nominally

rehabilitated some accused “rightists,” its pol--

icy seems clearly one of only tolerating the in-
tellectuals and exploiting their skills. Mean-
while, every eflort is being made to educate a
new generation of ‘red and expert" intel-
lectuals. .~

62. The Party and -the Ethnic Minorities.
The generally aggressive attitude which the
CCP displayed in almost every phase of en-

deavor in the past year was also reflected in.

its treatmenit of Communist China’s minority
-peoples. Not only in Tibet, but also in Kansu,
Sinkiang, Tsinghai, and Yunnan, the in-

crcased pressures of the past year sparked ac-

tive resistance to what was considered un-
bearable Han (Chincse) domination and an
effort to destroy local customs and institu-
tions. The outbreak.of resistance in Tibet re-
sulted from the cumulative effect of successive
pressures against the Tibetans’ religious and
political scparateness, and from the spark
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of an incident which appeared .o threaten the .
Dalai Lama. While the forcefulness of the..
Chinese Communist response resuited from
the direct challenge posed in Tibet, it almost -
certainly also reflected Peiping’s concern for
its authority in other mmorlty areas of Com-

‘munist China.

63. It is unlikely that the CCP will substan-
tially moderate its now hecavy pressures, al-

"though they may be adjusted to local condi-

tions. It is equally unlikely that minority
discontent will diminish; though it is doubtful
that resistance forces will have the leader-
ship, organiration, weapons, and food sup-
plies to permit them to mount more than
scattered guerrilla operations. In Tibet, the

.CCP will 2lmost certainly attempt to destroy

the position of the Dalai Lama as a Tibetan
leadcer, especially if he presses Tibetan desires
for independence. The CCP will attempt to
maintain the facade of autonomy and re-

" ligious freedom, but will accelcrate the pace - .
of “reforms” in an effort to make Tibet an .

integral part of Communist China as rapidly
as possible. :

64. The Party and the leztary Relaticns be-.

" tween the party and the military continue

generally close; in 1958, Marshal Lin Piao

“was elevated to membership in the CCP's high-
est body, the six-man Standing Committee of .* -
-the Politburo. Nevertheless, the creation of
‘a modernized, professional military force has

probably had some disruptive effect on the

unity of view which has traditionally marked . *

relations between the party and the military.

“From the fall of 1957 through the fall of

1958, a number of articles and speeches car-
ried by the Pciping radio and press criticized
“some among the military” who had an “ex- .
clusively military viewpoint.”- The nced for
absolute party control was strongly reaf-
firmed; “separatists” were criticized for hold-
ing that the “sudder.ness and complexity” of
modern warfare had made the dual party/
military pattern of authority in the armed
forces dangerously inefficient, or for over-
stressing the importance of modern weapons
and neglecting the “role of the people” in war.

‘Corrective measures have included a program

of study of Mao's military writings and a de-
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cree that officers must periodically serve shost

periods in the ranks. Such party/military

diffcrences will probably not become acute,
but the atiempt to create a professionally
Gualifled military force that will remain as
fully responsive as in the past to party control

is likely at times to lead to differences between’

_the party and military leadership.
V. THE MILITARY ESTABLISHMENT * ’

A. Major Developments

65. There have becn few changes of major
significance in the size, equipment, or deploy-
ment of Communist China's armed forces
since our last estimate (NIE 13-58, dated 13
May 1958). However, the over-all capabilities
of the armed forces to fulfill their internal
and external functions have continued to im-

prove as a result of training, reorganization, -

the conscription program, and the progres-

sive transition to newer weapons. We believe -

- that: the morale of the armed forces is gen-
erally good, although that of the air force is
_probably somewhat lower as a result of its
poor showing against the Chinese National-
Ists during the Taiwan Strait crisis.
troops are being used to an increasing extent
on agricultural and industrial projects to help

the leap forward program.

66. We believe that the air force has recently.

acquired some MIG-19's from the Soviet
Union. This Is in' addition to an estimated
increase of 80 in other jet aircraft strength
during the past year. The number of tank-
assault gun regiments in Communist China's
114 infantry divisions is estimated to have in-
creased from 28 to 63. Six new submarines
have been added to the navy, bringing the
. total to 22. The withdrawal of Chincse Com-
munist troops from Korca during 1058 was
probably based on propaganda and political
consideralions, and a desire to reduce logistic
costs. The Chinesc Communists probably es-

timated that their continued presence was _

-not necessary to deter the Republic of Korea
(ROK) or the US from attacking. Large

numbers of Chinese Communist troops are i}

" *See Appendlx I: The Chinese Communist Armed
‘Forces. ' .
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still stationed close by and could be rapidly
dispatched to Korca. ‘ T
67. The Chinese Communists continue to base

their military effort prirarily on the concept
of large ground forces. The military program

appeai's to be emphasizing the improvement

-of logistic support, mobility, communications,

and firc power. At present there is nc indi-
caticn that the Chinese Communists have
started or intend to start a basic reorganiza-
tion of thelr forces for nuclear warfare. How-
ever, some Chinese Communist ‘military per-

- sonnel apparently are receiving training with

nuclear weapons in the USSR. Soviet nuclear
and missile progress has strengihened Pei-
ping’s confidence in the growing power of the
Communist Bloc, but it has probably also in-

creased Peiping's sense of military depend- -

ence upon the USSR and stimulated Peiping's
desire to develop a nuclear capability of its
own. . .

68. Some recent statements from Peiping.

however, have tended to play down the im-.

portance of nuclear weapons in determining
the outcome of a war, and have stressed hu-

man and political factors.. This is probably 3
both a rationalization for the lack of nuclear -
weapons, and a reflection of confidence that )

Commun!.t China, with its vast population
and relatively simple economic structure,

-could survive nuclear ‘attack. More impor- .

tantly, however, it may also reflect a Soviet -

faillure to agree to the transfer of nuclear
weapons to the Chinese Communists. '

the past two years; except for ammunition,
it Is probable that such deliverics, while still
substantial, have fallen off since 1955. How-
ever, the Chinese Comimunists have obtained
from the USSR increasing quantitics of in-
dusirial machinery and technical assistance
for the development of their own munitions
industry. With this help, Communist China
has been able during the past two years to

" undertake production of Sovict-type artillery,

jet aircraft. submarines and cscort vessels,

69. There has been little direct evidence of
the arrival in Communist China of large quan- -
titles of Soviet weapons and equipment over -

trucks,and clectronic equipment. An increas-

ing proportion of the eémponent parts for
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these ttems is now being produced domes-
tically.

70. The cost of maintaining such a large
military establishment and of developing a
munitions industry continues tc be a heavy
drain on Communist China’s economy. Much
industrial development, of course, can serve
hoth the military and nonmilitary sectors,
and as the country’s industrial complex grows,
more rapid and significant modernization of
the military can be expected. The total
amount allocated for national defense in the
‘1959 budget is approximately 16 percent

greater than that of 1958. As the total budget .

rose about 25 percent, the increase in the
military sector does not appear to involve a

major shift in the allocation of national re-

sources, but rather a determination to push
ahead i1, both the ‘economic and military
programs. A

8. Outlook - for the Mllutcry Establnshment

71. Communist ‘China’s military capability
will almost certainly continue to grow over
the next five years. The transition to more
‘modern weapons will continue. - However, the
ratc of modernization will be moderate be-
causc of the demands of the over-all economic
development program on Communist Ching’s
resources and the limited pool of trained tech-
nical personnel. The ground forces -will be

better equipped and trained, although their

numbers will probably remain about the same

as they are today. The ground forces will be -

supplemented by a large organized reserve de-
veloped as a result of conscription and militia
programs. . The concept of the mass army will
probably still prevail, but modernization will
have led to lmprovcmcnts in tactics and tech-
niques..

72. The offensive and dcfcnslve capabilities
of the air forces will probably have improved
conslderably by 1964. Both the air force and
the naval air arm will have more advanced

aircraft (probably Incinding sone jet me- .

dium bombers), weapons, and electronic
cquipment, and a backlog of qualified air crew
members ‘and ground technicians by that
time.. There will probably be ‘considerable
progress In developing an all-weather fighter
capability, and Communist China’s air de-
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fense syStem will have become substantiaily-
more difficult to penetrate. By 1964, the com-

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

ably have about 3,700 aircraft opcrational.
(about 3,100 jet), an increase of about 700.
The Chinese Communist Navy will increase in -
size and improve its capabilities especially for
long-range submarine operations and coastal

_defense. The navy, now largely concentrated
. north of the Taiwan Straii, will probably be

dcployed more evenly along the China coast,
including small units in the Taiwan Strait.

73. Dcvclopmcnt. of the munitions industry
will receive considerable emphasis over the .

-next five years, and we believe that there will

be substantial growth in Communist China's ~
capability to assemble or produce complex
military equipment. However, Communist.
China will continue to be heavily dependent

* upon the Soviet Union. Communist China .

will probably expand considerably its prcsent

limited efforts in basic research and develop-

ment, but will remain heavily dependent upon -

* the Sovicts for technological assistance.'*

74. Missiles and Nuclear Weapons.'* Commu-
nist China almost certainly desires to develop

‘an independent nuclear weapons capability,

and probably has lnltiated a weapons develop-
ment program, However, Communist China -

‘will almost certainly not have devcloped a

nuclear weapons production capability of its
own by 1963.'* .

75. Communist China probably will not have

developed a significant native guided missile
program during the period of this estimate.

- “8ee Appendix 1I: Chinese Communist Sclence

~and Technology.

" Sce Sino-Soviet section, paragraphs 83-86, for a
discusslon of: (a) Chinese Communist and Soviet
attitudes with respect to Chinese Communist
acquisition of a nuclear weapons capability, and
(b) the prospects of the Soviets glving Commu-
nist China nuclear weapons or stationing thelr -
own on Communist Chincse territory.

‘" NIE 100-2-58, “Development of Nuclear Capa-
bilities by Fourth Countrles: "Likelihood and
Consequences,” dated 1 July 1958, estimates
iparagraph 75 that Communist China, with,
some Sovict support, “wlll probably develop a

.small Independent nuclear weapon capabllity
within the next 10 years.”
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The USSR will probably provide, or azsist the
Chinese Communists to produce, relatively un-
sophisticated missiles. During the period of
this estimate, Chinese Communist forces will
probably have one or more of the following
types of missiles of Soviet design: surface-to-
air, air-to-air, air-to-surface, short-rangc sur-
face-to-surface. .

76. We belleve the chances are better than
even that an attempt will be made to launch
an .carth satellite from Chinese Communist
territory during the periou of this estimate.
Chinese Communist spokesmen have indi-
cated such an intention, and Moscow and
_ Peiping probably believe that considerable
political and propaganda galn would accrue
from such an exploit. Any launching from
Communist China will be the direct result of
Soviet participation. With Soviet equipment
and -guidance throughout the project, the
Chinese Communists could probably launch
an carth satellite in about one or two years
after initiation of the project. The USSR
itself has the capability, with about six
months preparation, to place an carth satel-
lite in orbit from Chinese Communist terri-
tory. There is as yet no firm evidence of the
jnitiation of any such pm)ects '

PELATIONo WITH THE COMMUNIST SI.OC\

71. The Sino-Soviet Partnership. The 10
years of alliance with Moscow has brought
Communist China considerable gain: Soviet
support has afforded it protection and enabled
it to become the strongest indigenous power.
in the Far East. ' In many aspects of the rela-
tionship, Communist China over the past sev-
cral ycars has cmerged as -a ncarly-cqual
partner of the USSR wit ‘. . .e Communist
world. The preponderaa  ...uence is still in
Moscow, but this appears to operate through
discussion and persuasion rather. than by
cxercise of authority or control.
dations of Peiping's alliance with the USSR,
remain firm: it shares with Moscow a com-
mon idcology, & common cnemy, a mutual
dependence, and, almost certainly, a mutual
realization of the grave conscquences which
a collapse of the alliance would kave for them
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an¢ for world communism. This "interde-
pendence. continues to mark many .of the
pollcies of the two countries. .

78. However, agreement on buslc fssues hus .

- not prevented .the growth of divergent out-

looks and interests as a decade’s time has
brought change in the context of the Sino-

- Soviet relationship. Communist China's in-

terests, activities, and ambitions have become
worldwide. There has been continuity and °
cohesion in CCP leadership during the decade,
considcrable upheaval in that of the Commu-

" nist Party of the Soviet Union (CPSU).

~.:i'ain thaw has occurred in’ Soviet socxety‘
sunce the death of Stalin, while the Chinese

 Communist outlook in the past two years has

become even more rigid. The -post-Stalin .
USSR has employed a broader and more flex-
ible range of tactics in dealing with the West. -

78. Over the past three years there have been
various differences between Communist China
and the USSR concerning de-Stalinization,
Soviet. “great power chauvinism,” various
points of Communist doctrine, and the degree
of risk to run in dealing with the West.
Strains were especially pronounced in the
past . year's unprecedented sharpness and -

frankness of Chinese Communist ideological - -

assertiveness—and of Soviet displeasure—con-
cerning communes and the best paths to com-

munism. Some of these differences have. -

probably becn resolved and some papered

" over, but the Moscow-Peiping relationship is

becoming increasingly complex and the rec-

onciliation of interests probably more difficult. .~

Conscquently, we belleve that
differences of view between Moscow and Pei-
ping arc more likely to grow than to diminish
over the next few years.

become increasingly concerned over. the long-
range implications of Communist China's
growing power. It is probable that the proc--
ess of reconciling differences between the two

‘will involve more compromises on the part of

the USSR than in the past. Nevertheless, the

. Sino-Soviet alliance will almost certainly re-

main firmly united against the West, with the

T

_ We-also believe that . .
while Moscow welcomes Communist China's
increasing contribution to Bloc strength, it will




SE

USSR rctnlnlng Its scnior positlon in the alli-
ance.

81. A numbcr of differences will probably arise
during the period of this estimate from the
general question of Communist China’'s influ-
ence as an idcological and political force
within the Bloc. Wc do not fecl that Chinese
Communist leadership will attempt to make
Mao's doctrines, or China, uppermost in the
Bloc. Nor do we believe it likely that the Chi-
nesc Communists will attempt to take sides

in any ‘disputes within Sovict leadership.. .

But, regardless of any design on the part of
-the CCP, Communist China is emerging as a
rival center of Communist idcology, and fric-
tions will almost certainly accompany its
further growth of strcngth and sclt-conn-
dence.

82. Disagreements wm probably arise out of
the differing internal requirements and poli-
cics of the USSR and Communist China. The
very fact of Chinese departure from estab-
lished Soviet patterns will have the effect of

diluting the authority and exclusivcness of

Sovict leadership. Any accompanying Chi-
nese Communist assertiveness will aggravate
the situation. And any Chinese Communist
success will make it even worse. The com-
muncs may continue to be an important
source of such difficulties, even though the

past year’s frictions on this score appear to

have dimlnished.'

83. ‘We believe that nuclear weapons questions
will constitute one of the most difficult areas
for Sino-Soviet rcconciliation of interests.
Proolems concerning Soviet release of missiles
and nuclear weapons, and of the amount and
kind of Sovict assistance in. Communist
China’s missile and nuclear weapons rescarch
and development programs will be issues of
considerable delicacy and hard bargaining.

84.. We belicve that Sovict and Chinese Com-
munist Interests with respect to nuclecar weap-
ons arc In some degree incompatible. "The
USSR is almost certainly reluctant to sce the
Chinese Communists acquire nuclear weap-
ons under their own control. The Soviets
probably consider that a Chinese Communist
nuclear weapons capability Is unnccessary,
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since the Soviets almost certainly rely chiefly
on their own capabilitics to deter the US

" from using nuclear weapons in the Far East. = .

Morcover, the Soviets probably also fear that
If the Chinesc Communists were to attain even
a limited nuclear wcapons capability, they

might—by design or miscalculation—start a- .

nuclear conflict in the Far East which would
involve the US. Depending on the course of

- this conflict, the Sovict Jeaders might be con-

fronted with the dilemma of whether to come
to Communist China's assistance at the risk-
of general war with the US, or to stand by
while the Peiping regime was gravely sct back
or even destroyed.” The Soviets probably con-
sider that a substantial Chincse Communist

‘nuclear weapons capability would . detract

from Soviet leadership of the Bloc. Finally,
they may even consider that such a capability
might, over the long-run, constitute & threat

“to the USSR itself.

85. For its part, Communist China almost
certainly wants nuclear weapons and recog-
nizes that its chances of developing a pro-
duction capability would be seriously impaired
if a test ban agreement should be reached.

Peiping has echoed the Soviet propaganda
position on the nuclear test ban question, but-
has so far refrained from discussing whether’
or not it would join an agreement and permit -
the cstablishment of Inspection facilitics on
its territory. If agrcement on a test ban
eventuates, Peiping might be unwilling to ad-
here, However, .Peiping would probably ac-
cede to Soviet pressure to join, especially- if
in return it could obtaln greater international

recognition from the West and possibly some

-additional Sovicl assistance to compensate

for Communist China's inability to conduct
nuclear tests. Neither Moscow nor Peiping -
has vigorously pushed the proposal for an -
Asian atom-free zone, revived by Khrushchev-

in ecarly 1959.. Perhaps both partners now

regard the proposal primarily as a propa- -
ganda gambit against the Wcst

86. There Is no reliable cvldcnce regarding
the presence of nuclear weapons in Commu-
nist China. We belicve it highly unlikely -
that the Sovicts have transferred nuclear
weapons to Chinesc Communist control. It
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is possible, however, that they have provided
the Chinese Communists with some surface-
to-surface missiles—adaptable to nuclear use
and of suflicient range to reach Taiwan. It
is cven possible that nuclear warheads for
those missiles may be stationed on Chinese
‘Communist territory, but if so they are almost
certalnly in Soviet custody. In any cvent,
unless barred by an eflective International
agreement, nuclear weapons are likely to be
stitioned in Communist China  within the
) pcnod of this estimate, although almost cer-
tainly under Soviet custody. :

87. There will probably also be important
diffcrences in Sino-Soviet views™ concerning
the West. The Chincse Communists may
assess Western power less realistically than
the USSR because of their inexperience in
modern weaponry, a seemingly stronger doc-
trinal motivation to push world revolution,
frustration at not making dramatic foreign
. policy gains, and the fact that they have not
conironted the West in its principal theaters
of power. : Conscqucntly, occasions may arise
where Peiping may be prone to push higher
risk policies than Moscow might. feel prudent.
In addition, the Chinese Communists’ an-
tagonism toward the US may remain more
Intense than the Soviets’, and Peiping may
have more doubtls than Moscow that a war
with the West can be avolded. The Chinese
Communists may feel that, under certain cir-
- cumstances, a Soviet detente with the West
would be damaging to Pelping's Interests.

88. Other differences will probnbly also be
present.  With respect to economic relations,
‘the: Soviets may be irked by the necessily to
“put up with Chinese delays and confusion in
repayment and Lo accept some Chinese goods
‘of limited utility in exchange for capital goods
in short supply in the USSR. The Chinese
Communists may be dissatisfled at the fajlure
of the USSR to grant additional credits.
Some rivalry between the Soviets and the
Chinese Communists may develop in their

economic offensive in the undcrdeveloped -

countrics. We- do not anticipate that fric-
tions of much consequence will develop con-
cerning respective Chinese and Sovlet roles in
the Chinese-Mongolian-Korean borderlands,
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or g\ildnncc to Communist parties in the
underdeveloped world. Mao's death might

_lessen the CCP’s status, but would probably

not significantly change Sino-Soviet relations.
89. We believe that Communist China will -

attain an increasing influence on. gencral

Bloc policy and Communist ideology over the
next several years.
fears the emergence of an actual rival, Mos-.
cow will attemp*. cautiously to minimize Pei-
ping's influence within the Bloc. On Com-
munist China's side, gradual reduction of

‘dependence on the Soviet Union will give the

Chinese more freedom of action. Moreover, -
Peiping’s assertiveness in international aflairs
will probably continue and its outlook will
probably remain more revolutionary than
Moscow’s. However, both partners will un- .

’ doubtedly recognize that their problems are

the inevitable consequence of the alliance it-
sell and that there is no feasible alternative.
to maintaining the alliance in essentially. its

_present form. Over the next five years, there-

fore, the main effect of these differences will
be an increasing need for the two countries to
make accommodations to each other in-policy
matters, not a wcakening ot the alliance -
itself. :

Vil RELATIONS WITH THE NON-COMMUNIST o

WORLD .

A Mu]or Trends :
'90. The Tibetan revolt and the conscquent

quarrel with India, Peiping's radical domestic
programs, the Taiwan Strait crisis, and the
rupture in relations with Japan have had the
cumulative effect, particularly in Asia, of
tarnishing the carefully cultivated image of
Communist China as a. pcaceful, rcasonable,
and tolerant nation. Throughout Asia there
is increased apprechension of Communist
China's strength and intentions, and much
of the admiration and sympathy which it en-
joyed has been lost. As a result, the Chinese
Communists are now more circumscribed in
pursuing their foreign policy objectives, and

~ must rely to a greater extent upon Lhrcats.

intimidation, and fear.

To the extent that it .




SEC

91. The shift to a more truculent and militant

forcign policy in 1958 seems to have been

‘based upon a mixture of confidence, irnpa-
tience, and miscalculation. The confidence
.of the Chinese Communist leaders probably
‘was based in part upon a belief that the West
was seriously divided in Asia and generally.
out of tune with the trend of events in the
area. . More importantly, they had gained
confidence from recent Soviet advances in
science and weapons technology and from
their belicf that the Bloc was rapidly overtak-
ing the West in economic strength. Their im-
patience probably stemmed from dissatisfac-
tion with the lack of tangible foreign policy
rewards which Communist China's leaders
apparently believed were due their country.
They probably also telieved that the Bloc’s .
_political gains in recent years had not kept
pace with the marked improvement in its
power position. This assessment might well
‘have led the Chinese Communist leaders to

_a belief that an increased exploitation of this -

power, even if it were not actually employed,
would further Communist . China's foreign
policy objectives.

92. Communist China's leaders seem to poorly
interpret the developments and trends in the
non-Communist. world. Their views are cir-
cumscribed by Communist dogma and by the
fact that very few of them have lived or even
traveled outside of ihe Bloc. Most Chinese
who have had extensive contact with the West
‘are generally suspect or lack influence in for-
cign policy. The Chinese Communist leaders
.probably miscalculated Chinese Nationalist
(GRC) morale and capabilities and the prob-
able US-GRC response to their military pres-
sures in the Taiwan Strait. They also appear
. to have been surprised and disappointed at

world. reactions. They probably misjudged -

how the. Japanese Government and public
would react to their efforts to use trade as a

political weapon, and how the Indian Govern- .

ment ‘and public would respond to Peiping’s
attacks on India over the Tibet issue. They
appear also to have overestimated the extent
-of the animosity of the ex-colonijal countrics
toward the Western Powers.
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-crisis in the Talwan Strait:
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93. Communist- China continues to view the
US presence in Asia as the principal obstacle
to its own ambitions. Consequently, Pei-"
ping's foreign policy is directed mainly toward
weakening the position and influence of the
US in the area. The Chinese Communists
appear to believe that US political, economic,
and military strength is overextended and

that frequent opportunities to exploit vulner-

able points in the US position will arise or
can be created. Despite occasional protesta-

_tions of a desire for .friendly relations, their
»overwhelming antagonism toward the US has

led the Chinese Communists to place the US
outside the pale of “peaceful coexistence” ex-
cept on terms that would require a US with-
drawal from Asia. This attitude, in addition
to its dramatic manifestation during the ofl-
shore islands crisis, had been a major -motif

" in most of Peiping's recent foreign policy‘ ‘

moves. .
94 The elimination of the GRC also remains
a high priority objective. Peiping's attitude is

based on a belicf that the continued existence --

of the GRC constitutes a national affront
and a potential threat, hampers the expansion
of Peiping’s international influence, and is the
main symbol of US detérmination to resist
Peiping's advance in Asia. The Chinese Com-
munists probably calculate that the short-run
prospects for eliminating the GRC are less .
than they had estimated before last year's

doubtedly hope that their negotiation offers -
and their propaganda will have an unsettling -
effect within the GRC and on GRC-US rela-
tions, it is unlikely that they expect major

“immediate gains from these political moves.

They probably view their long-term prospects
with more hopefulness, prebably - stimating
that there will be a deterioration of the GRC's
international position, some change in US
poiicy, or an internal collapse of the GRC.

'95. In the Asian area, Communist China seeks

to play to advantage the ideas of common

Asian identity and common problems result- .
ing from Western colonial imperialism. How-
ever, Peiping faccs serious problems in the -

‘arca, and the gains it has achicved during

the past year were ‘probably more than-bal-

-While they un~ .~
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anced by the setbacks. Peiping's problems are
largely due to the growing difficuity of simul-
tancously playing the dual roles of a peaceful,
friendly Asian neighbor ready to lend a help-
ing hand, and of an ambitious, powerful Com-
munist nation.

96. Probably the most significant recent devel-
opments in Peiping's relatious with Aslan
.countries concern India and Japan. There
has been a considerable cooling of Sino-Indian
relations over the past year or two as a result
of divergencies in the outlook and interests
-of the two countries. These: relations have

‘been badly strained by the Tibetan revolt.. -

- Although the Chinese Communist leaders un-
‘doubtedly hope that. India will continue to
usc its influence to promote wider interna-
tional acceptance of Communist China, the
Importance they atlach to the. attitudes of
Indian icaders seems to be decreasing.

-97. Japan Is clearly one of the Bloc's major
political targets. Pelping views a prosperous
and democratic Japan aligned with the West
as a rival economic and political power and
as the principal base of the US military pres-

ence in Asla. These considerations, along with
sensitivity over Japan's ties with the GRC and,
a misjudgment of Japanese attitudes, were.

_probably responsible for Peiping's decision to
break with Japan over trade matters in 1958.
The Chinese Communist leaders apparently

are willing to.sacrifice possible short-run gains
In pursuit of their major goals of weakening
Japan's alignment with the US. They appear

to be secking the downfall of the Kishi admin-
Istration by playing upon the issues of trade
with the mainland; Japancse sensitivity to
nuclear weapons, rearmament, and war; and
fear of domination by the US. 1In this effort,
Pelping is assisted by the activities of the Jap-
ancse Communist and Socialist Parties and
varlous Japanese peace ard fricndship fronts.

9. Pelping i3 also attempting to Increase its
inllucnce throughout the underdreveloped
-arcas.

and cultural activities in the Middle East and
Alrica. It gained rccognition from Iraq, Mo-
rocco, and Sudan, and- it recognized and
agreed to extend- some military ald to the
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During the past year, Communist
China has expanded its propaganda, economie,

'r' . . . - 23 

Algerlan Provisional Government. Although -
no Latin American country recognizes Com-

“munist China, Peiping's trade and cul-

tural contacts and subversive activity in that
area have increased sharply. In addition, the
Chinese Communists appear to have acquired
an Increascd role in the guidance of the Latin
American Communist parties. :

B. Probable Developments .
99. Communist China's forcign j)olicy appears

- to have become more sober and defensive as

a result of the setbacks of the past year. Nev- -
ertheless, the ,Chinese Communist leaders
probably view the future with considerable
confidence and optimism.. We believe -that
there will continue to be frequent manifesta-
tions of Chincse Communist impaticnce to

* emerge as an acknowledged major power. We

believe that the Chinese Communists will seek
to gain this objective principally by political

-and subversive means. They will also continue

their trade and aid offensive," but this effort

-will probably remain restricted and selective

because of ecoriomic limitations. I-_Iowever, the
emphasis on nonmilitary means will not pre-
clude the use of force to exploit some target

_ of opportunity or to respond to some situation o
which they might interpret as a serious threat

to their position in Asia.
100.  Communist China haé profited from the

" antagonism between many of the former colo-

nial countries of Asia and the West. However, .
Chtna’s leaders are finding it increasingly dim.-
cult to capitalize upon the nationalistic move-
ments in the area and to camouflage the di-

**Communist China's Economic Ald Commitments
to Free World Countries, 1054 to 1 January 1959
tin million US dollars). :

. Extended . Utilized
. Grants Loans Totals Total
Burma 42 4.2
Cambodia . 28 28 . RS,
_Ceylon 158 - 105 20.3 )
ERypt 4.7 47 4.7
Indonesia * 26.9 26.9 269 -
Nepal 12.6 . 126 4.2
Yemen ' .163 - 103
TOTALS 61.1 579 1190 443

*Sinee 1 Janunry 1959, Indonesia has provisionally
aceepted n Chinese Communist offer of an nddi-
tional $30 mliilion lonn, c
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vergent lntereSts of Aslan.nnilonalism and of

communism. In this situation, the Chinese

Communists may, in some instances, gradu-

ally place less emphasis on maintaining good

relations with the governments and leaders

now In power and more emphasis upon en-
couraging left wing or Communist movements.
‘While the “peaceful coexistence” line may be
played down, Pelping is riot likely to reverse
abruptly its policics toward neutralist coun-
tries and it will attempt to repair the lamage

to its relations with these countries, particu-

lnrly India.

101. Pejping will probably not changc sub-
stantially ils adamant position toward the
present’ Japancse Government, . unless the
latter makes some major concession, such as
diplomatic recognition. The Chinese Commu-
nists probably regard the Korean unification
issue as relatively static. We believe that they
will continue to reject Western proposals con-
cerning Korea, but will probably not initiate,
directly or indirectly, major military action
agalnst South Korea, Communist China's
relations with Indonesia have improved in the
last two ycars, largely as a result of offers of
ald and exploitation of Indonesian suspiclons
of the US and the GRC aroused by the Indo-
nesian rebellion.  Peiping will probably con-
tinue these lines of action. However, if the
Indonesfan Government makes serious efforts
to curb the influence and activities of the
Indonesian Communists, Pelping might place
less emphasis on maintaining cordial relations
with the Indonesian Government and more on
support of the local Communist movement.

102. There is little likelihood of any significant
change in Chinese Communist attitude and
policy toward the US. In view of the US de-
fense commitment, Peiping will probably not
attempt to scize by force Talwan or the Peng-
hus. - On the other hand the Chinese Commu-
nists will almost ccrtainly not let the situation
in the Talwan Strait arca remain quiescent
indefinitely. An invasion of the major offshore
“islands is unlikely, at least during the next
year or so, unless Pelping comes to believe
that US determination to help the GRC defend
_the islands has weakened. The Chinese Com-
munists will probably continue sporadic mill-
tary pressures in the area, such as shellings
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and occasional naval and air sorties. The
chances of some kind of major military prob-
ings in the Taiwan Strait area to test US
intentions will incrcase as time passes. An
attack against one or more of the smaller
Natlonalist-held Islands is posslble at any.

_ time.

103. Peiping is currently charging that in
Asia the US is concentrating its “aggressive" -
efforts in Laos, Cambodii, and Vietnam, and .
may demand further international considera-
tion of the 1954 Geneva Accords on Indochina.
Laotian action against pro-Communist groups .

".and the Lao Government's more, open align- .

ment with the US have prompted the Chincse

- Communists to make threatening statements

and to demand the resumption of Interna-
tional Control Commission (ICC) activities in
Laos. Peiping and Hanoi will continue their

- political pressure on Laos and might take

more forceful action, such as military pressure
on the borders and reinstituting guerrilln
warfare by the Communists in Laos, if they
thought their assets in Laos were scriously

threatenced. - Pclplng undoubtedly views with
satisfaction the foothold it has gained in
Cambodia as a result of its aid program, Cam-
bodian recognition of Peiping in 1958, and. the
recent exploitation of Cambodia's disputes
with Vietnam and Thailand. The Chinese
Communists propably plan to continue their
present tactics in an attempt to consolidate .
and expand these gains. '

104. The Chinese.Communists probably do not
foresce any satisfactory short-term solution to -
the Victnam unification problem, but for prop-

- aganda purposes will keep it alive. They will ,

continue to strenthen North Vietnam, and to

_encourage the | wth Vietnamese to expand

their subversive rapabilities in the south. If
the dispute with :-outh Vietnam over the Para-
cels flares up ap in, Pelping may use force in

_that arca to asw 1t its claim to sovcrcignty

Vill. COMMUNIST. CHINA IN 1963

105. Communis' China in 1963 will have ex-
perienced a ve v difficult five years and will
still be faced 1 v vast number of problems, but

‘will almost ¢ .1inly be Communist, powerful,.

and hostlle to thc US The enforced pace and

ET
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austerity will have caused considerable public
disafTfection and occasional local uprisings,

which In turn will have caused the regime to
modify certain of Its programs and pressures.’

Nevertheless, the CCP will probably have been
rcasonably successful in its efforts to discipline
the national energies and to achieve a sub-
stantial rate of cconomic growth; the com-
munal organization of society and the forced
tempo of industrialization will probably have
succeeded well enough to have become fixed
features of life. Educatlon, sclence, and tech-
nology will have made considerable progress.

-However, in spite of .Communist China's -

achievements, its national power will remain
far less than that of ~he US or the USSR.

'106. Communist China's international stature
will ‘have grown, and pressures will have in-

T o 2

creased for admission of Communist China
into the UN and into other international or- -
zanizations. However, Communist China's
truculence and xenophobla will probably con-
tinue to hold it somewhat more apart than the
rest of the Bloe from the world, and non-Com- -

- munist Asians will almost certainly have a’

greuter fear of Communist China than now
exists. . Communist China’s alliance with’ the
USSR will not be basically weakened, but there

s a good chance that a cautlous Soviet ally .~
will probably both be restraining Peiping's for-

cign pollcy assertiveness and limiting its sup-

port of Peiping’s cfforts to acquire an inde- -

pendent nuclear weapon capability. Commu-
nist China may be anxious tc throw its weight
around, and could constltute a chronic threat
to pcace.
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APPENDIX |

'THE CH_INESE_ COMMUNIST ARMED FORCES

A Ground Forces

1 During 1858 the Chinese Communists con.
tinued to Improve their ground forces, through
reorganization’ and modernization, and
through improved training and political in-
~doctrination. The reorganization programs
have continued the trend which began in 1954
to increase supply and supply facllities with-
in tactical units and in administrative head-
quarters. Tne transition to newer weapons
has also continued.

2. Over the past jear several programs were
‘introduced which were intended to raise the

level of military proficiency in the officer’
corps, to tighten the bonds between officers

and enlisted men, and to ensure thorough po-
litical Indoctrination, particularly of those of-

ficers who have tended to regard themselves:

first as military men and only secondarily as
‘Communists. The long-term result will be a
corps of officers better qualified professionally
and probably more reliable politically.

3. Although. no figures have been announced,
It is believed that something less than 800,000
men in the 18-20 age group were called into
milltary service this ycar under the conscrip-
tion program. The majority of "‘this group
probably were 18 ycars old and, as in previous

years, over 80.percent are probably destlned

for the ground forces.

4. The militia program was given great im-
petus during the Talwan Stralt crisis of 1958

‘and the concurrent institution of the com-
mune system. Under the slogan, “Everyone a

” Bee Table, page 27.
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Soldier,” millions joined the millitia, whose
total strength Is claimed by the Communists
to comprise a third of Communist China's
660,000,000 ‘population. However, we believe .
that only a small percentage of this vast nuin-
ber has recelved actual military training, and
even fewer are armed. Probably about
30,000,000 have undergone some rudlmentary
military training. The backbone of the mil-
itia consists of some 7,000,000 ex-servicemen. -
Otherwise, it is an amorphous paramilitary
organization, consisting largely of uneducated
peasants. It does not contribute immediately
to the offensive potential of the Chinese Com-
munist armed forces. It is capable, however,
of aiding the armed forces and security police
in the maintenance of internal security and
also provides a pool of organized and partially

" trained personiiel capable of being absorbed

gquickly into the armed forces. v
5. The armed forces increased -their “volun-

_ tary labor” program during 1958, and' “do- . .
nated” over 59 million man days in support of -

the nation’s agricultural and industrial pro-
duction. This figure is well over twice the
number of days donated by the armed forces
in 1957.. The 1959 program calls for one or

‘two months labor annually by ecach military

unit, in which every officer and soldier is to
participate. - A considerable portion of ‘mili-
tary service is now being spent in political

" indoctrination, voluntary labor, and other pro-

grams not designed to improve military skills,
but such programs are coordinated with mili-
tary training and do not interfere seriously
with the over-all training program :

T 26




THE CHINESE COMMUNIST GROUND FORCES . | IR
B ~ Units ' Estimated Strength -

, 2,646,000 Total «
Armies s o ' ‘ 36 - _ 21 @ 48,000
B ' o ‘ ' 14 @ 46,000
1 @ 21,000
Divisions . . . o ' B
Infantry ' LA 63 @ 15,000
. : ' o ‘ 51 @ 6,000~
: . _ © 14,000
3 Infantry Regiments '
1 Artillery Regiment ‘
-24 light and medium field artillery pieces
12 medium mortars '
1 AA battalion
- 12 light AA pleces
12 AA machine guns
.1 AT battalion
12 x 57/76-mm AT guns
" 1 tank-assault gun regiment*
32 medium tanks
12 self-propelled assault guns _ '
- Armored : - 3¢ 6,600 each
80 medium tanks : o
10 heavy tanks
8. sclf-propelied guns ‘ < . :
Airborne . . _ 1 (possibly 3°) 7,000 each
Cavalry 3¢ - 5,000 each
Artillery - : . ‘ S :
- Field Artillery . 14 © . 5,500 each
. 108 pieces up to 152-mm S . .
. Rocket Launcher ' 2 : 3,300 each
72 x 132-mm multiple rocket launchers ' I ,
Antitank B o 3 ) 3,400 each
.. 98 AT guns = . 4 : . . .
" Antiaircraft - B ' N 1 @ 4,000
1 @ 84 light and medium guns 5@ 2,600 -
5 @ 52 light and medium guns : o
Public Sccurity - 4 onm 17,000 each
TOTAL NUMBER OF DIVISIONS 165

*Figure Includes support and miscellancous elements not shown in this Table. . . :
"To date 83 of the 114 Infantry dlvisions are believed to have the tank-assault gun regiment. (In addl-
tlon, the ground forces are belteved to include & number of publle security and artillery divisions not
yct Identifiad, and approximately 88 independent regiments including artillery, cavalry, tank, engineer,
motor transport, and publlc security.) . . . ,

* Counted for purposes of comparison or measurement of line division strength, we consider, on this

“basls, thot the Chinese Communists have an estimated total of 123 combat divisicns.
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8. Air Forces

6. The Chincse Communist Alr Force (CCAF)
and the Chinese Communist Naval Alr Force

(CCNAF) together are estimated to have -

-about 87,000 personnel and 3,070 alreraft of
“all types in opcrational units, including 2,300
jets.'s  Thelr equipment, training and de-

pivyment arc orfented toward air defense and’

tactical support opcrations. ‘The air forces
arc organized into bomber, fighter, attack,
and transport units, and operate from a large
complex of air bases which would permit the
launching of attacks from many points along
Communist China's borders. While their
fighler units have at present only a limited of.
fenstve and defensive capability - as demon-

strated Ly the recent Taiwan Straltl crisls,

the Chinese Communist Air Forees continue to
present a significant air threat in Asla,

:7 Air intcrception capability is limited by

poor pilot techniques, by a shortage of ade-

quate GCI radars and alrborne intercept

. cquipmcnt and by only fair standards in’ .

ground controlled interception procedures.

The Taiwan Strait crisis pointed up a number

of scrious weaknesses in Chinese Communist
fighter units. They were shown to lack ag-
gressiveness, alr discipline, and organization,

In- combat, they consistently falled to extract .

maximum performance from their alrcraft
and displayed faulty range estimation and
uncoordinated control movements which re.
sulted in poor gunnery.
are also limited by the fact that the CCAF at
present possesses only about 60 all-weatner

as follows:
Operational
Jet Fighter N 1,770.
Pisten Fighter 35
Jet Light Bomber : 450
Piston Light Bnmbcr/‘rncucnl/
© Attack - : . 235
Land Based ASW 10
Piston Medium Bomber 20
Flston Transport B
Jel Tralneys ’ 140 .
Other Piston 205 -
TOTAL 3,070

* In addition there are about 1,400 alreraft in non-
operational status: tralning, storage, or obso-
lescont, :

Fighler capabillitics

* Present CCAF-CCNAF total alreraft ln\}entbry is
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fighters (FRESCO D and E) and ls believed
to have a very limited capability inull-weather
operations. We belleve that some MIG-10's
have ‘recently been glven the Chinese Com- -
munists, The abitite of the CCAF to support

v ground operations is not known but a cap-

bility is probably being developed thlough op-
mutlonnl training,

8. The Chinese Communist AC&W radar net-
work gencrally follows the patiern of the So-
viet system, is integrated into it, and serves as
an extension of this network. The greatest

~density -of deployment is along the coastal

arca, with coverage extending inland in some
arcas as far as 500 miles. The radar cquip-

‘ment In the network Includes Soviet, native

Chinese Communist, and types which are be-
lieved to be modified and/or improved from -
original World War II US and Japancse sets -
left in China. There has been a definite trend
toward = higher performance radars both
through increasing the performance of the’
World War II types, and through the introduc-

- tlon of Sovict types and native Chincse Com-

munist sets, such as CROSS SLOT. These
higher performance sets now represent about
half of the total EW/GCI type radars and the
proportion scems to be steadlily increasing,
with a marked increase in the number of
CROSS SLOTs being noted. " In terms of de-
tection and tracking, the Chinese Comniunists
are belicved to be on a par with the USSR, -
although heightfinding is not as accurate, in -
general, due to the very small number of ac-
curate heightfinder radars known to be in .-
Communist China. Against multiple raids -
and offcnsive tactics designed to confuse, the
Chinese Communist AC&W radar network
would probably deteriorate rapidly. While
the GCI capability is improving; it still fails
to match Soviet performance. The Chincese -
Communists arc tmiproving steadily and in-
troducing new native cquipment Jairly rap-
idly. However, it is unlikcly that they will

~overlake the Soviels in over-all system per-

formnnco. sithough the gap will be reduced.

9. As a result of the high losses suffered in
the Talwan Strait crisls, Peiping has taken

_steps to Implove air force training that should -
‘result in an increased level of eflicicney. The
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standard of CCAF tralning however, remains
" well below that of Chinese Nationalist, US, or
Soviet forces. ' '

C. Navy .
10. The principal strength of tie Chin-ze
Communist Navy consists of four destroyers
and 22 submarines. All of thes. vessels, with
the exception.of 10 submarines assemhed
"in Communist China, were transferred from
the Soviet Navy during 1954-1955. During
1958, units of the flcet were at sea more often
and ‘or longer periods of time than yreviously,
Indicating a probable increase ir. operating
efTectivencss. ’ '

11. Communist China has a slgnificant naval
shipbuilding program' with large-scale tech-
nical assistance from the Soviet Union. Ini-
tially, all component sections were prefabri-

cated in the Soviet Union for final assembly

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

SECQ
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members, piping and wiring for hulls and

.deckhouses, but the Chinese continue to be

largely dependent on the USSR for most en-
gineering, electronics, and ordnance compo-

nents. Five classes of new ship construction, o

all based on basic Soviet designs, have been

_identified. By'far the largest and most im- .
‘portant of these ships are the “W' class sub-

murines (SS) and the “Riga"” class cscort
vessels (DE). Other identified new construc-
tion Includes “Kronstadt” class submarince
chasers (PC), T-43 class flcet minesweepers
(MSF), and “P-6" class motor torpedo boats
(PT). In addition to naval ships, there are
increasing numbers of oceangoing merchant

 vessels being constructed in Communist China.

. THE CHINESE COMMUNIST NAVY =~ .
Ofiicers and Mcn 66,000 (Including 8,060

. naval air)

" Destroyer ) 4 -
Submarine : 22 .
Patrol : 212 tncluding 125 PT,

4 DE, 27 PC)
Mine Warfare .33 ’
Amphibious 83
T
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APPENDIX II

* CHINESE COMMUNIST SCIENCE AND TECHNOLOGY -

- 1._Communist China’s acute shortage of qual-
ified scientists and technicians is a major lim-
tation in its drive for industrial and military
might. The Chinese Communists attach great
importance to sclentific and technological
progress, and in their official doctrines em-
phasize research and development. In 1956,

they announced a 12-year research and de-
velopment. plan and have increased consid-
crably cach annual budget allocation in sup-
port of the plan. Thus far, however, little in-
dependent research has been done. At this
state of devclopment, the time and energy of
most of Communist China’s few qualified
scicntists is being devoted to immediate prac-.
-tical neceds arising from Communist China's
cffort to speed up industrialization, Increase
agricultural production. and modernize the
armcd forces. '

2. During’ 1958 the regimc initlated an in-
tensive program to indoctrinate the sclentists
and to popularize science. ' The regime is seek-
ing.to increase its control over the scientists,
particularly thosc who arc Western trained.
In order to make party control of research .
more palatable to the scientists, a few well-
known and respected scicatists were made .
party members in 1958. To popularize the
science program, the regime is promoting the
cstablishment of so-called research organiza-
{lons at local government levels, in communes, .
and in small industrial plants. Recently,
-there has been a vast extension of education
by day, night, spare time, and correspondence
_courses. Innun:crable “universities” and “re-
search organs’ have been set up, but because

SE

. of a shortage of qualified teachers we believe.

most, if not all, of these .activities are con-
ducted at a relatively low technical level. '

3. As of mid-1958, out of a total of approxi-
mately 550,000 college graduates in all ficlds,
Communist China had an estimated 260,000 in
scientific and technical flelds. Of these, about

20,000 persons probably are engaged in re-

search activities in Communist China’s re-
search establishments and universities. Prob-
ably only about 6,000 are capable oi conduct-
ing research projects, the remainder being’
technicians, research assistants, and trainees.

‘Of these 8,0C0, only about 1,000 are capable

of planning and carrying out research com-
parable to the quality of work done in the
West. Only about 600 hold scientific and en-

. gineering degrecs at the doctorate level, ob-'
tained mainly in the US.. Included in this to-

tal are over 200 Chinese PhD's who have re-
turned to the mainland from .the US and
other western countries since the Communist :
takeover. .

4. Undergraduate training through 1958 was
poor, and despite the expected large increase -
in college graduates, the rate of expansion of
the research force, in terms of well qualified
sclentific personnel, will not be great duing
the period of this cstimate. The .increase

* through 1863 in rescarchers over and above
the 6,000 presently capable of undertaking

research will probably be about 3,000. These
new scientists will be advanced-degree (Kan-
didat) level, traincd both in Communist China
and in other Bloc countries.
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APPENDIX Il

THE CHINESE COMMUNIST COMMUNE

1. The. Chinese Communist commune is a
radical system of reorganizing soclety into
glant, semiautarkic cells entailing the highest
degree of regimentation of human life that
has been seen in modern times. The com-

mune is designed to simplity and unify local _

administration and to provide an effective
means of exploiting the labor potential of the

countryside.. As party Vice-Chairman Liu -

Shao-ch'i said, on 28 Dccember 1958: “Every-

body knows that the pcople's communcs are

no longer simply organizers of production
among the people.
the life of the pcople.”

2. Background of Communalization. The
agricultural program of the Chinese Commu-
nists has undergone a series of drastic changes
since the regime gained control of ‘the country

in 1949. The first stage was the violent cam- .

paign of land reform, which by 1952 had
largely stripped the landlords and the ‘more
well-to-do peasants of their land and parcelled
it .out among the poor peasants. Mutual aid
tcams quickly followed, and the first tentative
moves toward cu-operativization were begun.

Al Mao Tse-tung's direction in the summer

of 1955, the- movement toward co-opcratives

and “higher co-operatives” (collective farms)

began, and before the end of 1956 nearly all
ol Lhe peasuuts in the country had been swept
into  Agricultural Producer’s Co-operatives
(APC's). '

3. The APC's were not popular with the peas-
ants nor were they producing sufliciently to
satisfy Peiping. In early 1957 a number of
APC's dissolved and many more showed signs

SE

They are organizers of

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

4. Asa somewhat parallel development, there

were also a few state farms in operation in
which the land was owned by the state'and
the peasants were  wage-earning employees.
As late as February 1958, Chinese Communist
propaganda was still referring to the state
farm as the highest form of agricultural or-

- ganization. This situation also was reversed

by the August 1958 announcement on com-

. munes, which proffered the commune as the

ideal and ultimate form of organization,
Thus the idea of the communes, which began
to take shape in early 1958 ard became the

_ official and universal policy in August, con-
‘stituted a decided change in the party line.

5. The Form and Functioning of the Com-
mune. Although 99 percent of the peasantry
was reportedly herded into communcs by
November 1958, a number of modifications of .
the program have since occurred. The first
big changes came when the movement was
barely four months uld. Varied and wide-
spread problems, including serious peasant
discontent, had resulted from the rapid intro-
duction of the communes in extreme form. .
To deal with these problems a plenary session

-of the Central Committee of the Chinese Com-

munist Party met, and on 10 December issued

ET - 32 .
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a directive modifying the harsher practices
of the communecs, at least temporarily, in an
apparent attempt to lessen peasant discon-

tent. and cncourage greater productivity.

Partly in response to Soviet objections, the
“directive also reduced some of the theoretical
claims which had bcen made for the system.

Sincc December a number of other piecemeal .

madifications have been made. The basic

outlines of the communal cffort continue, but,.

as described below, the movement is still in a
state of flux.

6. In mid-1959 thc communec usually coin-
cided with the township (hsiang) boundaries
and incorporated all of the former APC's of
the area. In the year or so preceding the
communalization program, there were many
mergers of townships and the number had
been reduced from 117,000 to about 25,000.
The township-sized communes in. October
1558 averaged 4,750 houscholds each. The

ccoriomic and administrative machinery of the -
APC’'s was completely amalgamated with the -

political machinery of the township io form
‘the administration of the commune. - Thus,
all political, social, and economic responsibil-
ity and control is lodged in the commune.
This largely climinates the tangle and overlap
of responsibility and authority whlch formerly
prevailed at the local level.

K2 Eventually, there may be a move toward
the county (hsicn) as the proper size for the

commune. There were about 2,000 counties .

in October, but there is some cvidence that
. these will be merged so that eventually there

will be about 1,000 county-sized communes .

averaging over a half-million members cach
and largely sclf-sufficient cxcept for some
heavy industry and products that arc re.
stricted by geography. In a considerable
number of countics, the township-sized com-

" munes have been organized into county fed--

crations, and in a lesser number of instances

ihey have been fully integrated into county

communeces.

8. Within the commune, the labor force is
organized along military lines into brigades,

‘battalions. companics, and various subunits,
organized manpower is disposed of

Their
under the dirvection of the commune chabr-

'SE

" the fields,

- communes.

man and the various functional departments

“under which.the commune is operated. Work

teams of appropriate size are sent out to labor
in the ficlds, or on industrial production, or
in public works, as the occasion demands.
The commune provides labor not only for its
own projects but also for such national
projects as come within its range.  For exam-
ple, apparcntly all of the grading and road-
bed work for the new sccond track of the
Tientsin-P'u-k'ou railroad is being done by the
communes, cach commune building the part
that passes through its territory. Within a

single commune the system of organization -

makes it possible to call labor teams ofI other
jobs and quickly concentrate thousands of

- workers upon such a major project.

9. Not only is the work hard, but the hours

" are long, days off arc few, and cverybody

works. - The social services of the commune
are designed to increase the labor power of
the unit. The creches and boarding schools
for children, the drab communal messes, and’

" the community housecleaning tcams all serve

to frece the housewife for productive work in
: mines, and workshops. The
“happy homes” into which-the aged arc segre-
gated make it possible for teams of old folks
to put in productive days doing work within
their physical capabililies. The school chil-
dren spend a part of the day—or somctimes a
full semester—at labor, and cven the pre-
school tots contritute by spending an hour
or more per day pulling weeds -or swatting
fliecs. These moves tending to break up the
family have proved to be the most repulsive
aspects of the communes to many of China's
pecasants and to thc overseas Chinese. The
10 December .directive gave tacit recognition
of this reaction in supposedly banning the
involuntary separation of families.

10. Even this extensive and intensive utiliza-.
tion of the available labor potential has not

been sufficient to perform the accumulation of | .

tasks that the leap forward imposed upon the
Although agricultural produc-
tion was acknowledged by the party to be
“the central task of the people’s communcs at
the ‘present time,” the drive to fulfill stecl
production goals and public works projects

ET
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usurped some of the peasant labor urgently

nceded in autumn harvesting and cultivation

work. Some food crops spoiled. in the ficlds
- and some cotton was not picked on time, and
there were other signs of labor shortage.
Since last autumn, the party has directed
*hat at least 80 percent of commune labor-
power should be reserved for agricultural pro-
-duction. There has also been a move toward
sctting morc realistic production goals so that
the peasants can. have a hope of fulfilling
them. - : : :

11. One of the typical and most controversial

characteristics of the commune is what Pei-
_ping calls “free supply.” This refers to the
practice of feeding all the members of the

cotamune in public messhalls on the principle - -

of “to cach according to his nced.” In some
communes other goods and services were also
supplicd on this basis. - Concomitantly, mone-
lary wages were correspondingly reduced.
This system reputedly introduced the seeds of
pure communism and was loudly heralded by
Peiping's theoreticians.
the free supply system was introduced in
August 1958 the party leaders believed that
food production had actually been increascd
to the point where it was possible to provide
a rcasonably ample diet to everyone, which
would have made the system, if not welcome,
at-least acceptable to the people. " As sup-
plies in many communes began to run out
in the spring of 1959, meals became poor and
infrequent and a heavy onus fell upon the
system. 'In some communes the messhalls
were completely shut down, perhaps to re-
open when the 1959 crops replenished the
supplies. A more intrinsic weakness that

revealed itself, however, was that, just as the

Sovicls had carlier warned the Chinese, the
free supply system reduced labor Incentive.
As carly as November 1958, Peiping began
backing off from its initial emphasis on the
free supply system. In recent months, al-
though the name free supply is retained, the
communcs have been dirccted to issue meal
tickels on.the basls of work performed. Al
though the party theoreticians cannot con.
cede that the sceds of communism proved

sterlle, they are forced to admit that they had

been planted on lil-prepared ground.

Apparently, when -
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12. The combined revenue from agricultural,
Industrial, and commercial activities in the
rural areas js now collected by the communes,
cxcept for the recently re-cstablished private
income from subsidiary occupations. For

the commune as a whole the ‘following: prior--

ities for the distribution of income have been
established: a guaranteed share of net income

~for the staie budlget, a sizable common reserve

fund for the commune, and the distribution

of the remaining product to members of the

commune. The common reserve fund is to be
used primarily for the expansion of produc-
tlon. The ability to accumulate large sums

- of capital for investment in agricultural, in-

dustrial, and construction activity is one of
the main advantages clainied for communes.
Public welfare funds arc not to exceed five
percent of total commune income. '

13. Education is a responsibility of the com-
mune. In the larger communes this respon-
sibility now extends beyond ‘the secondary

school level and will presumably be assumed
by the enlarged county-sized communes when
they are developed. The commune will con-
trol the cducation and indoctrination of its

‘members from birth to buria!. .

14, Another feature of the commune move-
ment is the militia—"Everyone a Soldjer.”
This was organized in a crash campaign that

"coincided with the Taiwan Strait crisis and

was partly justified in propaganda by the
warning that the country must be prepared

. to meet “US aggression.” The main role of

the militia drive may, in fact, have been non-
military, since it substantially assisted in the
creation of a gencral atmosphere of militancy
and discipline which the Chinese Communists
desire. The mass aspect of the militia pro-
gram has been diminished since the initial
period of the drive. However, the militia may
become of real value in time, as a vast system

of semitrained military reserves designed, as

the 10 December party resolution stated, to

“‘cooperate with the People's Liberation Army’
.and at any time replenish it.”

* 15. All of the plans and operations of the com-
- munes are, incvitably, monitored and guided

by the Communist Party. - The party organi-




.zation generally parallels the organization of  party control and to streamline the lower-level

the labor company. This tends to simplify  the local government and cconomy.

iﬁ9x§;
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the commune down to at least the level of  organization of the party as it does that of




~ APPENDIX IV

THE NEW CHINESE COMMUNIST STATISTICS

1. Chinesc Communist statistics, which are
based on Sovict concepts, have always dis-
playcd the general limitations that character-
ize Bloc statistical data. In addition, there
have been weaknesses . arising from Chinese
Communist inexperience, faulty organization,

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

ter were being steadily overcome prior to 1958.

By 1954 the statistical system was operating .
at a considerably higher level of competence

and sophistication than in previous years, and
an.appreciably greater proportion of economic
activity came within the purview of the sys-

tem; therefore, data covering the years 1954-

1957 were relatively good.

2. In-1958 there was a pronounced deteriora-
tion in the reliability of Chinese Communist
statistics, particularly those from the local
government level which largely concern agri-
cultural and small-scale production.™ In the
leap forward campaign, statistical reporting
units at the local level apparently came under
new, political pressures. Under the slogan
“let politics Jcad cconomics” statistical report-

ing was prostituted to propaganda in order to:

support emulation drives and dramatize pro-
cduction achievements. .

3. In a certain sensc the regime became the
victim of its own statistical malpractice.
Local leaders were cncouraged to set high
goals. in order to encourage “production en-

»Data apparently conunu'e to be reasonnbly re-
llable for the relatively Iarge-seale enterprises
under central government ministries, and fairly

goud for retail and wholesale trade nnd for the

_state procurement of agriculturnl commoditics.

thuslasm.” High crop ylelds sccured on ex-
perimental plots were apparently adopted as
standard goals, and local reportings appar-

‘ently failed subsequenily to show any differ-

ences between these goals and actual produc-
tion—presumably because local leaders were
afraid of criticism.  Reports of .production
achievements were apparently made in antici-

" pation of actual results. Under the circum- -

stances it is not strange that the central
statistical authorities lost what ability they
had -previously acquired to check the reason-

" ableness of figures coming in from “the ficld.”

4. The ncw cmphasis on rapid expansion of
agricultural output and local industrial out-
put affected just those economic sectors where
rellable statistics are intrinsically most difli-
cult to obtain. Tremendous numkters of small
reporting units that had no established sys- .
tem for keeping records on output or income

‘were involved. The extenslon of state control

into these areas facilitated the measurcment
of output that previously was measured inade-.
quately or not at all. As a result, account-
ing procedures in 1958 tended to measure not

- only increases in output, but also output not
- included in previous statistics, or output
-which was achleved at the expense of a decline

in farm home industry or other houschold
actlvities not previously measured. In addi-
tion, there has been.a chronic general lack
of sufficient statistical workers to cover rural
arcas in detail and there also have been de-
lays In sctting up the planning and statlstical

departments of communcs. These problems

were further intensified by the fact that at
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the very time the overburdened statistical
workers were under pressure to turn out re-
ports more quickly than ever before they were
also forced to divert some of their time and
energy to performing such “productive labor”

as stoking backyard fron smelters or harvest-

ing crops.

5. As a result of the fantastic figures for food

production in 1958, the regime has held forth
prospects for considerable gains in food con-
sumption which were not realized. Indeed,
actual shortages of food were experienced in
some -areas. These exaggerations made it

"more diMcult to keep tight control over the
-limited supplies of food and presumably seri-

ously Interfered with the program of state
procurement and distribution of foodstufTs.
Another consequence was the establishment
of unrealistic targets established for 1959.

8. Thc deterioration in the quality of statistics

In the agriculturc and handicraft sectors, al-
though a handicap to the planners, is not
necessarlly disastrous for successful economic
planning, because the more modern, highly
organized scctors of the economy have so far
resisted the pressures that broke the system
In these other sectors. The allocation and dis-
tribution of investment goods for the national

investment program still depend largely on -

production in relatively large-scale enterprises
where the statistics are still relatively rcliable.
In short, the authorities are probably embar-

rassed and sometimes confronted with scrious -
problems in their planning as the result of

faulty data, but they are able to cairry on be-
cause the central core of the economy is the
area least affected by the deterioration in sta-
tistics. : . :

. 1. Even if the ro;,lmc was 1nmally dccelved by

its own statistieal system, reports on actual

" levels of peasant consumption, reports from

procurement agencies, and other data avall-
able in late 1958 and in 1859 must have re-

- products in urban arcas.

ET . oW

“vealed serious inconsistencies to the cenlral

statistical authorities between the claims for
Increases in fooderops and the aclual situa- .

" tion. We believe that the central statistical

«nd planning officlals: (a) realize that many .
claims of huge increases in agricultural and .
handicraft production are exaggerated, and
(b) scale down these claims in those instances

“where they affect plans for such interrclated

activitics as transportation, investment in
food-processing industries, and the honoring
of export commitmenits. These considerations
suggest that the planners in their operations
distinguish between reliable and unreliable
figures and discount those which have been
exagpgerated for political purposes. They also
suggest that over the next ycar or two some of
the most notorious leap forward figures—such
as the 375 million MT of food grains—will re-
ceive lip service from the economic planners
but will have little effect on the planning itself.

8. The problems of interpreting Chinese Com-.
munist statistlcs become more difficult, but
production figures from the agricultural and
handicraft sectors can be checked with related
figures from the sectors which have more
trustworthy data. For example, figures for
the production of grain can be compared with
figures for the procurcment of grain, the trans-
portation of grain, and the rationing of grain
“Reasonable man" -
checks are necessary. Is it reasonable, for
instance, that the Chinese ‘Communists in

1958 could get the same yield of rice per hec-

tare that is achieved by highly eflicient Jap-
ancse farmers who use far greater quantities

of fertilizers? In many casesthe best that can - -
- be done is to establish a range of values in' -

which the actual quantity is thought to lie.
One sct of diMculties that is likely to persist
over the next fow years stems from the forma-
tion of the communecs and the resulting over-

turn of previous statistical methods, defini-

tions of categorics, and channels of reporting,




APPENDIX V

TRANSPORTATION

1. 1958 Performance. During 1958 the “leap
forward" placed a heavy burden on the trans-

portation system of Communist China. The

Chinese claimed .that reccord breaking per-.

formanccs were acl:icved by all forms of trans-
port, both primitive and modern. Ralilroads
«nd other modern means of transportation

allegedly produced 230 billion ton-kilometers,
an increase of 40 percent over 1957, and orig-
inated 734 million tons of freight, an increase
of 71 percent compared with 1957. Announced
performance in 1958, by type of modern car-

rier, is indicated in the following tabulation:

Type of Carrier Ton-Kllometers Pe.cent Increase Tons Originated Pereent Increase
(Billion) Above 1957 . (Million) Above 1057
Rallroads 186 3y 380 : 39
Motor trucks . 8.7 130 _ 280 , 177
Inland watcrways 213 41 56.7 41
Coastal shipping 14.0 31 17.1 30
- TOTALS 230 40 - 734 ) n

-2, Although these figu.rs may not have been
compictcly achicved, performance in 1958
undoubtedly was substantially above 1957.

Even performance of this magnitude, however,

-proved inadequate to handle all the demands’
‘which resulled from the trcmendous increase

In production in 1958,

3. In the face of the: over-ail transportation
shortage in 1958, priority was given to heavy

_Industry in the use of transportation facilities.

This contributed to serious food shortages in

-some urban arcas, and probably to the decline

in cxports which took place at the very end
of 1958 and the beginning of 1959. The trans-
portation: shortage ref'ected the disruption
of the cconomy attendant on all the “leaps™ in
various dircctions. The movement of goods
for normal supply of the cconomy became dis-

‘torted because of the varlous extraordinary

movements taking place. As a result com-
modities which were not a part of onc of the
priority movements, such as the jron and stcel

drive, frequently did not get moved. Late in

. the year the Chinese went back and picked up -

some of the freight whlch had previously been .
slighted.

4. The effort put forth by native transport
during 1958 was truly staggering. According

- to Minister of Communications Wang Shou-

tao: .
“On the steel and iron transportation line
there were not only the professional ranks

". of the communications and transportation

departments but also millions of peasants
and people of both sexes and all ages coming
. from various professions and enterprises.
The army, navy, and air force also mobilized:
motor vehicles, fleets of vessels, and air-
plancs to render assistance. They formed
a big army of transportation whi¢h had
never been in existence before.”
During the cntire year, native land transport
facilitics allegedly moved 920 million tons of
goods, an increase of more than 150 pcreent
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above -1957. Junks-and other native craft
(both inland and coastal) moved an estimated
136 million tons, an increcasc of about 36 per-
cent above 1957. . A portion of the increase
in 1958 may be accounted for by Increased sta-
tisticel reporting which has given the Chinese
a fuller count of the amount of traffic carried
by primitive forms of transport.

5. The wastc Involved was no less staggering
than the .Increasc in performance. The obvi-
ous costliness of alr transport of finished iron
and steel products did not add up to much in
absolute terms, but the prodigal dissipation of
“ manpower certainly did. There were millions
of pecople moving over the land with back-
packs or wheclbarrows full of coal and-iron
ore. The Minister of Communications said
that in many rural areas transportation be-
tween farms during the latter part of 1958
absorbed about 30 percent and somctimes 60
percent cf the labor force and that there were

" cases in which 70 percent of the total avallable
labor was used in transportation to support
the small rative blast furnaces. It is not
surprising that some crops went unharvested.
In addition, many of the commodities which
“were moved in 1958, such as native iron pro-
ductlon, probably should not have been pro-
duced in the first piace. Both the production
and transport of these commoditics proved to
be un extra and largely unprofitablc burden
on the economy. R

8. There was also conslderable waste in 1958

in the abusc of cquipment. This was impor- .

_-tant In all scctors of transportation, but I\ was
most conspicuous in truck transport. The in-
crease from 80,000 to 96,000 in the truck park
was only 20 percent, while the performance
forced out of the avallable cquipment in terms
of ton-kilometcrs incrcased by 130 percent.
Thus vehicle utilizuticn had to increasc by
nearly 100 percent, This was achieved mainly
by multiple-driver shifts, use of trailers behind
the trucks, and overioading. The damage
donc by over-use and by unskilled drivers was
made more serious by the deterioration of re-

SE

39

pair and maintenance as garages were diverted
to productinn of trailers and “trial-produc-
tion"” of new trucks: National figures arc not
available, but the officlal press recently com-
plained that in Yunnan, Kweichow, and Szcch-
wan necarly 32 pereent of the 19,000 available

trucks were inoperable. : '

7. Prospccts, The government's decision to
devote ncarly 21 percent of the 1959 invest-
ment budget Lo transportation and communi-
cations, compared. with 13 percent in 1958,
conslitutes a solid attack on the transporta-
tion crisis. A major part of this investment
will undoubtedly go to the railroeds, as Is in-
dicated In plans to Incrcase production of
freight cars in 1959 by 2!2 times and to in-
crease the capacity of existing facilities to-
gether with some new construction. In addi-
tion, the increase in output of commodities in
1959 will not equal the inciease which occurred

“in 1958. Thus, the actual increase in-demand

for transportation service will not Ye as great
in 1959 as in 1958. The planned increase of
37 percent in railroad tons originated should’
be suflicient te take care of the increases in .

- output in the industrial and agricultural sec-

tors. A further reduction of native iron pro-
duction and pcrhaps other types of native pro-

duction will case the burden on the transpor-

tation sysiem. Many serious problems will
remain in 1959. However, the regime is acutely
aware of these in contrast 1o a ycar ago, and
will pay more attention to transport capabil-
ities when production plans are made. :

8. In order to mect further demands of the
cconomy, transportation will require higher
rates of investment than in the past. The Vice
Minister of Railways has promised only that
“after a few years of bitter struggle, China's
railways can catch up to the needs of state
construction.” Other forms of transport, re-
ceiving a much smaller share of investment,
however, will be even slower to close the gap.
At least for the next few ycars allocation of
transportation priorities will be a serious

“problem.
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