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COMMUNIST CHINA

THE PROBLEM

To analyze Chinese Communist domestls developments and external relations
during the period of the First Five Year Plan (1953-1857), and to estimate prob-

eble trends during the next five years,

CONCLUSIONS

1. We belleve that the Chinese Commu-
nist abllity to exercise firm and effective
control of mainland China will continue.
Tha leadership of the party contioues to
demonstrate coheslon and determinatisn
end, at the game time, a considerable
degree of Sexibility. It is supported by a
party membership of about 13 million
and controls a large and efficient military
and public security apparatus. We be-
Heve that the death or incapacitation of
Mao Tse-tung would not endanger the
regime's control of the country, although
it might complicate the achisving of some
objectives and reduce the party's policy
flexibility. (Paras. 43-45, 66-58)

2. The regime apparently has made con-
siderable progress in its efforts to recast
the traditional structure of Chinese so-
cigty in the Communist mold, It has eol-
lectivized almost all the peasants and has
virtually elimingted private owmnership in
industry and commerce. Althoupgh the
Chinese people have viewed with favor
some of the regime's achievemants, the
regime's stringent curtallment of con-

sumption and the constant pressures to
conform and to work harder have pro-
voked much dissatisfaction and disillu-
sionment, especially among the peasants.
The party's experiments during the past
two years to gain wider popular support
by admitting problems and encouraging
their diseussion —the "letting 100 fowers
bloom and diverse thoughts contend™
program — has been sharply cut back,
(Paraa. 27-42)

3 In its efforks to elicit a more posilive
popular responsa, the regime, because of
its determination to achieve rapid Indus-
Lriglization, will have litte to affer in the
way of material inducements. Dissabis-
imctlons and oceasional popular outbursts
will continue, especially among the peas-
anbry and certain minority groups, bub
we believe the net effect on the regime’s
programs will be no more than a com-
plicating or retarding one. Most Chi-
nese, conscious of the regime’s power and
seeing no alternative, will probably con-
tinue to ncquiesce in Communist rule.
{Pargs. 68-70)
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4. The Chinese Communists achieved a
high | rate of economic growth during
their| First Five Year Plan (1953-57),
demonstrating their capabllity to mar-
shal resources for investment despite the
hukmdunt.unnft.huumnmr A vital
h:bnrhthulrumnmapmgnmmlhe

ce rendered by the TUSSE in ex-
panded trade, credits, and technical ald.
Eu:thgmmnmymﬂm the ayer-
lgumnuﬂmanfpmmindustnal
uutput wis gbout 18 percent, but indus-
h-hlmtputntthemdullﬂﬂmmﬂ
mmmmpmmmemdumu output
of Japﬂ.n or the UK. Apricultural out-
putwuaﬂmﬂutﬁmaethuinneeda,
hutit::xpauahnfmnnhmnfﬂmtm
other| sectors of the cconomy. [Paras.
17 J

£ Dm‘mg the next five years, th.emglm:
will hmrn to cope with difficult economic
protilems stemming from the forced pace
aof industrial development, However, the
basic prn‘nlam Wwill onitinue to be the race
hutwm population growth and food pro-
nur.tinn. The Chinese population is now
Frﬂhﬂbi:.l about 840 million and increasing
ltnhnutln-zﬁpm'mtpﬂ-ym,ap-j—
n:ultura.l output during the next five years
Wﬂthbmt,pmhnhljrnnhmaedtheB
pm:mt. per annum increase achieved
durlug the Firet Five Year Plan. In the
event of  series of bad crop years and of
lack of cooperation among the
the regime would face grave
dim.nﬁtles However, even In these cir-
mm:ta.n:au. the regime, because of is
mutrnl mpperatus, probably could main-
tu.mltp:u in power and, at the same time,
maintain industrial growth, although at
a I"ﬂdLF'ﬂd mate.  [Paras. 54=57)

6. We believe that Communist China dur-
ing the next five years will probably be

able to maintain a rate of economic
growth roughly comparable to that of the
past five years, Hy 1962 its Gross Nation-
al Produet will probably be on the arder of
U3 $85-67 billion, &s compared with US
$48 bilion In 1957. The contribution of
the industrial sector will probably have
increasad to about 26 t, B3 com-
pared to about 10 fercent in 1957, (Poras.
52, 53, and 59)

1. Communist China's military power In
the Far Eest will bulk even larger by 1062
than it does at present. The army will
probably be somewhat smaller, but it will
be better equipped and more mobile. The
air fores and navy will have inoreased in
size and effectiveness. The Chiness Com-
miunist prmament industry, with Boviet
technological assistance, will probably be
able to meet most, if not all, army re-
quirements for small arms, artillery,
transpart, end ammunition. Shipbuild-
Ing and aircraft production will probably
have inecreased considersbly, Neverthe-
less, Communis{ China will stil be de-
pendent on the USSR for heavy and com-
plex military equipment and for many
components, (Paras. 71-73)

8 Although Communist China will al-
most certainly not have developed a mis-
sile or nuclear weapons production capa-
bility of its own by 1862, we believe that
the Chinese Communists will press the
USSR for such advanced weapons. By
that time the USSR will probably have
provided it with some varieties of missiles
and other weapons adaptable to nuclear
usg, but with non-nuclesr warheads, Un-
less barred by an effective International
agreement, the USSR may introduce nu-
clear weapons into Communist China by
1862, although they will elmost certainly
remain under Soviet control. In any

BEGRET
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event, evén though nuclear warheads
were not deployed In Communist China,
they would be readily available if Sino-
Boviet interests required them. [Para.
)

#. Commiuinist China will almost certain-
ly remaln firmly aligned with the USSR,
Peiping will continue to acknowledge
Moscow a8 Lhe lesder of world Commu-
nism, but as Communist China grows In
strength and stature, it will probakbly play
gn increasingly Important role in the
formaulation of general Bloe policy. Al-
though there will almost certainly be
some frictions, these are uniikely to im-
palr Sino-Sovist cooperation during the
period of this estimate.  (Parcs, 75-83)

10. In its eflorts to reduce and eliminate
Western Influence in Asia, Communist
China will probably proceed primarily by
non-military means. Its foreign policy
will probably display more initiative and
nssertiveness, while continuing to em-
phasize coexlstence and a readiness to in-
crease economis and political relations
with other states. Without compromis-
Ing its stand on basie issues, Communist
China will continue to portray itself as
willing to reach a rapprochement with
the U3. At the same time, the Chinase
Communists will almost certainly con-
tinue their subversive afforts througheut
the Fir Enst. They will almost certainly
eontinue their efforts to undermine the
will of the Mationalists on Taiwan, and to
discredit them intermnationally. They will
probably not resort to overt military ag-
gression a5 long as they belleve it would
involve them in military action with the
U8. Although thelr attitude towards the
Offshore Islands may become more ag-
gresslve, a decigion to initinte military

action to seize these Islands would prob-
ebly be contingent on an estimate that
the U3 would not intervene milikarily.
{Paras, §5-00)

11. Japan will continue to be one of Pel-
ping's most important targets, especially
because there is a growing area of com-
petition between Communist Chine and
Japan. Pelping will continue to seek to
reduce eonservative strength and US in-
fluence in Japan by exploiting Japanese
fears of becoming invelved in & nuclear
war, any areas of friction with the U3,
and Japan's eagemess to expand trade
with mainland China In pursuit of
these objectives, Communist China will
sontinue to employ both conelllatory and
tough tactics. Trade between Commu-
nist Chine and Japan will probably in-
crease, and Peiping will probably be able
to gain at least guasi-diplomatic status
for & trade mission in Japan. [Paraz.
81, 63)

12. Azsuming a general continuance of
present Bloe and Western policies, we be-
lieve that intercourse between Commu-
pist Ching and the Free World will in-
orerse considerably during the next Ave
years., This trend will probably imvolve
added diplomatic recognition of Pelping
by & number of states but will occur
whether or not formal diplomatic tiss are
established. It will also involve greater
difficulty in excluding Communist China
Irom the UN. (Perag 85=06)

13. If Communist China continues its
present international policy, we believe
that its prestige in Asia will continue to
grow during the next five years. This
will oecur whether or not additional coun-

tries recognize Communist China, or it is

AECRAT
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admitted to the UN. But it does not
necessarily follow that as a result of in-
ereased prestige the Chinese Communists
will be able to induece non-Commumist
Aglan countries to edopt internal or ex-
ternal policies desired by Communist
China. Communist China's future role
in Asla will be determined to an impor-
tant extent by developments in five felds,
In varying degrees beyond the control of
the Chinese Communists:

a. The course of events in the US-
USSR relationship and in the broad as-
pects of the cold war.

b. Developments within the Bloe such
as spectacular scientific achievements or
major political upheavals.

¢. Tha extent to which local Cominu-
nist parties, e.g., those in Indonesia, Lags,
and Indin, gain or lose political strength,

d. The extent to which the growth of
Communist China's power gives rise to
increased apprehensions among Asfan
povernments 25 to Communist China's
future intentions and thus causes them
to take increasingly effective measures
at least to counter their own internal
Communists.

&, The extent to which the US has the
confidence and trust of non-Communist
Aslan governments, and in turm helps
these governments not only to resist the
Communists, but also to mest their na-
tional aspirations. (Para 07)

DISCUSSION

L. INTRCDUCTION

14. The Chinese Communlst reglme during
the period of Ik First Five Year Plan (1853=
183T) made conslderable progress toward Iis
long-Tun goal of transforming Communist
Chins from & backward agricultural eountry
Into an Industrislized natlon. With sasist-
ance frotn the USSR, the Chiness Communlsts
have achieved & high rate of inerense in thefr
Groas Metional Product, and especially in the
output of heavy industry. The impesition of
Commumnist Institutions on soclely has pro-
ceeded ak & rapid rabe as & resull of the vir
fual elimination of privale enberprise o in-
dustry, commerce, and sgriculfure These
domestis achievements and the growing mili-
tary power of Communist China contributed
ta its Increased |mpact abroad, both in the
Fres World and in the Communist Bloe,

15. AL the same time, the forced pace of
change has crenbsd Intermal stresses and
strains which ere substantial end widespread.
These stresses and strains have besn produced
by the rigldities and repressions which ers
easential features of Communist methods and
programs and which hinder the development

of general popular suppart for the regime.
They wera losvitable In view of the reglme's
efforis quickly to maold the Chinese inta a
dizelplined Communist soclety. Tenabmms have
ilz0 developed oot of the Intervention, at all
levels of soclety and in all astivities, of party
warkers who have the power o command, but
who in most cases have Inadequate training
and experfence in their dutles of supervising
the specific educatiopal, acclal, of economibc
arganizntion, Moreower, the reglme's efforts
to restricl eansumplion in order o lncreise
investment have besn felt particularly by the
peasants, whose Inceniive to produce has been
reduced. MNevertheless as far as we can see,
these tenslons are not eritlcal in the senss af
threatening the position of the Comondst
leaders or of being llkely to hamper produc-
tion to the extent of serioosly limiting the
further growih of the Chiness Communist
ECOnOmY.

18. The Chiness Communists, after going
through a pertod of pessimism engendeced by
the econoemic problems which eame to & head
in 1658, now appear confldent that they can
melntain a rapid rate of economic expansion

spoarT
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during e next fve years. This confidence
is tempered by the extent of popular erbclsm
of the réglme aa revealed by the mecent but
short-lived axperiment in relaxing controls on
publc dlscusaton, by e evidence thail thers
wis & growing scparation bebween the party
fnd ths peaple, and by the widespread peas-
ant dissatisfnetion when collectivization falled
to bring Incrensed Iocome. The regioe’s con-
fidence is alap tempered by & more realiclic
appreciabion of the megndtude of iks baslke
problems, partioularly that of egricoliure

il. DEYELOPMENTS DURING THE PERICD OF
THE FIRST FIVE YEAR PLAM'

A, The Economy''

17. The Chinsse Communists, during the
period of their Fink Five Year Flan, achieved
a high rate of economic growth which com-
pares favarably wilh that of the Soviet Unlon
in its First Five Year Plan (1520-1832). (Sea
Flgure 1.} This progress was achisved despile
relatively erude and rudimentary plenniog,
resuliing from ok factors me the limdbed
technlcal personnal, the lack of rablable and
comprebenaive statistics, the backward state
of the pconomy, and the rapld impasdition of
soclal change. Although the regire has made
n protenss of according bo B over-
all five year plan, it has sctoally operated
fromn yeat to year on annusl plans which have
generally besn almed ab correcting the ex.
cesees nnd defecls of the previows year. Mew-
ertheless, the regime demonstrated [fs capa-
bllity to combrol the economy sufficlently to
Umlt corsumpdion and to marshal resources

"Eaw Appemdix A for a mors defallsd dlseamion
of the Fimst Five Year Flan.

"Ohiness Commuolst siatisiles upom whieh ibs

munkst siatistical polbection system. This inex-
perlance probakbly seessmis Por the mojoriy of
such staiistical dafects s have been noted, Ohl-
ress Communiat stablsties ure the besls for Dhe
regime's planning and we belleve ace ook, In
Fenemd, miampressmled,

"Hae mapn for Communist China's rallread
tem and majer lndustcial and mining cerlem

g
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for lnvesiment, desplis tha backward nature
of the sconomy and the nesessity of ebtaining
the funds for lovestment largely from the
agriculiural sectar, the oulbput of which Auwe-
tunted witaly [rom year Lo year.

18. Blariing from a small base, the nverage
afanual rate of growth of industrial outpat
daring the pericd was high, probably about 16
percent. ‘This growth was unsven, oo

30 percant in 1953 and 1958, but droppleg
gharply In 1055 and 1857, During the fve
year perlod, production of such basie jtems as
steel more than tripled, while the output of
coal, eleclele powes, and cement mora than
doubled, Desplile this considerable progress,
e Chinest Communlst indusirial catput at
the end of 1087 was stlil Zmall compared to
that of Jupan or the UK. (S Figurs 2)

18, The increased Industrial outpat was to an
Important degree obtained from e reson-
sbructlon, expanslon, and mone intenslve wkill-
maltlon of exlating plapt, although & copsid-
erable [nyesiment wos mede In new plant,
much of which will came Into production in
LG5B-1062 'The regime has divected aboot B5
pereent of total lnvestooend into the industcial
sector and has favored heavy over lght In-
dustry by sbout elght to one. Industry be-
cames more diversified with the sddition of
new plant, and by the end of the period pro-
duction fazliities for trucks, sea-geing ships,
aircraft, and more cxmpliceted machineg tools
ware put Into operalion, although the Chi-
nese Communlsts are sbill dependent on for-
elgn sources for many companents,

20, The growth of indusidal oulpul wes re-
tarded by uneven development among various
parts of the Industcial sscior, which resulted
In serigws imbalances The most Important
af these was Lthe fallure of the ootput of raw
materials to keep In phase with the expansion
of manufacturing eapacity, sspecially In the
machine and equipment bullding Indostcies,
In some cases, however, the deflebsricles of raw
muterials arose from the diffisnlties in devel
oping natural resources; for example, the re.
gEime hes been unable to develop sufMefent
sources of crude ofl and capper, accessiile to
existing rall lines, w meel requiremenis, The
gutpul of light indusicy, depondent largely on

8 EQRET
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mgricaltural raw materials, hos not besn suf-
clent fully o utilize present plant capacity.
21. Technbeal assistance from the Bioe hes
been of pasumount importamce to Corumunist
China's Industrlalization The major 1ndus-
trial projests, acsounting for about 40 percent
of tolnl Indusirial investment, were desigred,
supervised, and placed in inltial operation by
Bgviet techniclans. In nddition, Bloe, largely
Soviel, sdvisors and technicians kave worked
with virlually every minlsiry in the govern-
ment and with many individusl enterprises.
Technizlans have provided on-the-job train-
Ing for Chinese workers and soma 7,000 Chi-
nese have bean sent to the USSR for training.
Soviet bloe technical datn have been used an &
large scele,

22 The growth of agriculbural oulpub was
adequate to mest basbe nesds, but it expan-
aion fall far shart of that in other sectors of
the economy, Berjows natural calamilies o
1854 and 1956 and bumper crops Im 1055
canesd wide Aoctuabiong |n oibput during the
five year perfed, Moreover, produchion was
adversely affected by the disrupbion and con-
fuslon which Accompanded the rapld colbec-
Evizatlon of agriculture in 1855 and 1568,
Agriculbaral growth was nlso hampered &5 &
direct reswlt of the regime's declslon lo mink-
mize state invesiment In this sector and to
depend on its mbility to squeeze the bullk of
uliural lnvestment funds directly from
the earnings of the colléctives The large
fAood control and irrigation projects, under-
taken by the stste were not suficiently ad-
need to Inereass matertally the acreage un-
r lrrigation, even thoogh ihe amount snent
excecded the plan by 50 percent  Purther-
more, State Investment in the ehemleal lns
duslry wis inadequate to [neresss suhstan.
Ually the aveliability of chemleal fertilizer.

i

Year Flan, W an important sxtent, was de-
pendent on the importation of viml ma-
chinery, equipment, and Industrial raw mate.
flalg, Biac countries wers Commundst China's

major trading partnere, accounting for nearly
T8 parcent of tobal trade. There was some in-
creage In Lrade with non-Commumist coun-
Lries, but this increass was limited to some ex-
tent by Weslern trade controls. The Chineas
Communists were able o malplaln an import
sarplue over the perlad 10631857 as a whole
This was made possible by Bowiet credits,
largely of & milltary nature, which accounted
for about 13 percent of total imports, and, to
& leser extent, by remiitances from Oversens
Chinese. However, during the period, balance
of payments pressures increased. Despite &
doubling of exports, Inports rose by only coe-
khird, and the lrade balince shifted from an
import to an export surplus. This shift re-
sulted from the exhavstion of forelgn credits,
monnting forelpn debt service, reduced Ower-
#eas Chinese rernittances, reduced Soviet ex-
penditures §n China after the force with-
drawal of 1855, and the Chinese Communist

foreign ald program.  {See Figure 3.)

24. Desplte this sllm margin on which they
have been operating, the Chinese Communists
mede & series of olfers of grunts of economis
ald. The largest poction of Chinese Commu-
niat foralgmn aid has gone Lo other Commaumnist
countries: grants ln posds and services of
#29 million esch to North Horea and Marth
Vietnam, $40 milllon to Ouber Mongaolia, and
$1.56 million to Hungary, and & loan of $25
millipn to Huogary. In addition, fo non-
Communist counirles, Communlst China
kas pxterled grants totaliing 556 milllen, and
kns extensded in Jake 1057 and early 1958 loans
totalling an sddiflonal 232 millan! Of the
total of sbout $810 million &n grants and
lcans, Bloe snd non-Bleo, aboub $830 miflon
rﬂmmmrmumﬂﬂhmmﬂf
BoTE

‘Crants [ln milllens of USEN: Cambodia, 334
Hepl, 128, Eeypl, 4.7, Caylors, 1873, Loans ex-
tended jln milllons of UEN: Indomesh, 103;
Burma, 4.3; Yamew, 163,

“The koans and grants to Rige cooetrias ware bn
yuan currency e Mosih Kores and Morth Viels
fiimi and I rabled 6 Hopgary., Yuan dabs Baws
been converied Into US doflnr equlvalsnibs al Bhe
rats ef 140 yuan per US §1 and robles ol 4 per
TE §l. The use of the yuan-dollar sxchange
rake mey oversbale condlderably the volog of ald
to Morih Mores and Norih Vistnam

spone
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25. Tha total incrense in GNP during the past
Ave yenrs has probably beep great enotgh to
reglater an average annual growth in per
capita output of five to six percent, even
though the population expanded at an aver-
age annual rats of about tes percent.  About
45 percent of the inerease in cutput appar.
ently was channeled into Investment or gov-
ernment purchases of goods and services,
While the remainder wras abeorbed by an in-
cresse In personal consumplion, probably
mars than threefifths of this increase went
to the nop-agricultorsl population, which
comprised less than cne-fifth of the popula-
tion, As & result, per capita comsumption of
the peasant population was probably Improved
Uiktls, if moy.

26, The fact that population growih has
nearly kept pace with the Increass In agricul-
tural cutput hes becoms & matier of desp
concern to the regime During the past five
years, the number of mouths to feed has prob-
ably increased by some 85 millon and now
totals sbout 840 milllen. As & result of im-
peoved sanliation, hyglene and publle health
messures, better distribution of food, and the
malniepancs of peacs within the country, the
rate of tncrease of the population has prob-
ably risen someshat over the period of the last
five years, averaging about 2.7 percent.  With
an averags annual increase in agricultoral
output during the past five years of about
threse percent, the margin of safety fa very
ithin In an effort to deal with this probiem
the regime s developing programs which it
hopes will, in tirme, reduce the birth rate.

B. Reorganization of the Chinsss
Society

I7. The regime apparently made considerable
progress in its efforts to recast the traditional
structure of Chipese soclety In the Commis-
nist mold. These effprts sprang from both
Communist doetrine and from the pragmatio
need to establish & high degres of organiza-
ton and coniml In order thalt s rela-
dvely smell group — the Chinese Communisi

Party —oould dominste the wvast Chiness
population.

28. Before 1853, the puwer of the landlands
ind well-to-ds peasants which had been dormi-
nant in rural areas was virtually ellminated.
Bubordinetion of youth (o their elders wia
wpakened by plasing the former in positions
of responsibility. Women wers given equal
status in soclety. Through centralized oon-
trol of &l madla of communicabions and &
cadre network, the Communists weakened the
clan and regional loyalbies which skill existed
among many Chiness, The regime sought to
convince all Chinese that the welfars of the
individual and of the family must be subordi-
natad Lo the general good af the natlon as a
whale,

29. Since 1853, the regime has intensified its
efforts to recrgandze tradilional Chinese eo-
ciety. By persuasion, pressure, and, in some
fnstances, terror, the Communists incrensed
their efforts to impose the Communist way of
iife on the intellectosls and the middle class
‘The mpat radieal changes in Ebe old wayn of
life during the past Ave years, however, re-
sulied from the regime's programs 1o sceiallzs
all forms of econoonde motlvity. The success
of thes programs wis surprising becansa of
the rapidity with which the millions of peas-
ants wers shuffled into collective grouplngs
and buskness enterprises were brought under
povernment control. Mloreover, Leere wers
relatively few oubward manlfestatioms of ne-
plstanes, ab least Indtially,

30. By the end of 1058, soclalization had vir-
toally eliminated afl private control of indus-
trisl and pommerelal enterprises. The regime
contlnued to utlize many former owners &S
managers and technictans, paying them ligui-
dation dividends which may be conlinued for
a few more years. It has also introduced
measures deslgned to increase party control
of management and labor,

31. By the end of 1357, the Chinese Camrriu-
nists clalmed that 03 percent of peasant
houscholds were in collectlve farms, and that
an sdditional four percent were In coopera-
tivea, The remaining small fraction, except
in Tibet snd certaln okher éxempled areas,
hed been placed under the guidance of the
meareat collectine,
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32, Although the organieationsl phass of eol-
lectivization wis quickly sccomplished, Lhe
Communists have not realized the major bene-
fita whioh they had anticipated. Despits an
increase in the output of major food crops,
the government's 1058 collecllon declined, in
part because meny peasints discovered that
even In collectives they could elreumyvent gov-
ernment conbrols, especially when the local
eadres stded with the peasants. Agrioultursl
outpat was Bleo adversely affected by the dis-
locations which accompanied the actual or-
ganization of the collectives, and by the dif-
E:;NH“ which were encountered in establish-

affective of the 1 _gri-
o s management iy

23, The Communists also had to cope with
peisant disiliusionment which became Ip-
creasingly apparent in 1087, Many peasants
wore pnhappy because thelr incomes had not
Increased as promised, or becausa they had not
been adequately remunerated for thelr con-
bributlon of land and implements. In addi-
Hon to government efforts to procure
ETaln, substantial numbers of peasants with.
drew from collective farms, although most of
them wern forced to relum. The higher
urban incomes contimued to atbrast large
numbers of peasants into cities where unam-
Ployment wis already a critical problem.
Sirong meakures have besn taken ta force
these diasatisfled pemsants to return home,
but the problam sill] exists

C. Problams in Eliciting Popular
Support

34. The regime's progress in changing the
form of Chinese society nppnmurﬁ nat
metched in the realm of popular atbibodes
Tt!ﬂﬂnmpﬂptﬂlﬂmu;m!lwh
have ambivalent feslings toward the regims.
The regime has had considerable success In
ii= effarts to foster n senes of commeon

In the population at large, in part becawse of
the groundwark of natiopallst sentiment
which kad besn stimulated by Sun Yabsen
and the Kuomintang, aod in part because of
its own achievements. There has probebly
boen u favorebile responss Lo specifie

Such ms publie health and education which

improve the lot of the indivldual, or read
bullding, Irrigation, and food comtrel which
are visible community improvements. Thera
bhas probably algs been a favorable, byt less
geneial, response to developments which boast
natlonal pride such a&s the production of
planes and trucks, bridging tha Yangtze, and
the |néreased world prestige of Communisk
China,

35 But in most Chiness thess effects have in
varylng degrees almost certalnly been offset
by negative reactions to other aspects of the
regime. Tha intellectmzale have been resentiul
af the pressures bo conform and the restrie-
tions on discussion, The wban workers have
dislilend the constankt orders to produce more
goods faster, the compulsory attendance st
innumerable Indoctrination mestings in their
free lime, and the shortages of consumer
goods. The pessants have been dissatisfied
with the fallure of their perscnal incomes o
rie In propartion to thelr incressed output,
and with the regimentation of the eollsctive
system. In general, the regime has made 1%
tle progress In gaining popular acceptance of
the Communist dogma or in substituting, as
an jpcentlve, the prospect of o future mil-
lendlum in place of more focd and

for the present genemtion. Moreover, Ehe in-
tensification and centralization of contral
hnwpmhb]rcmmprmhuﬂ;uﬁﬂ'uuddh—
content o be direcled ogainst the regime.
But regardless of disssblsfacilon or resent-
ment, the Chinese are aware of the power of
the regime and ges no allarmative; thelr re-
sponse to the regime i, for the most part,
one of aequlisseones,

38 To eliclt grester popular support for the
regime and to improve the effecthvensaz of the
party organization, the reglme undertook m
vanturedame experiment in the spring of 1857,
It admitted the existence of problems, re-
laxed restrictions on public discossion, end |-
wited eriticlam of the operations of the pariy
and its programs.  Althoogh some elements
within the party were apparently oppased to
relaxing controls, Meo and other leaders
seemed Lo see many advantages. Publie eritl-
cbm, tn thelr view, might provide & safety
valve, give the pecpls a greater sensm of par-
theipation in party affalrs, and create the 1m.
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authoritasian procedures, They apparently
feared that the party had becoms separaied
from the people, & weakneas they belleved hnd

clsms would be directed al the Implernenta-
Hon af policy rather tham st the basic char-
acter of the regime Itsely.

37, This program grew out of & largely umn-
guecessful effort In early 1956 to create & more
poaitive responss to ik programs by & relaxa-

. Of 1967 Mao broadened the scope of the 1fb-
« eralization policy. As part of the 1986 megs-
* ures, intellectuals had been encouraged Ea de-
| bate differences an non-political sublects; Moo
now encgurpged the population in general to
; particlzate in the greater fréedom to diseusy
! and extended the subjects of discussion to the
| cperation of the party and its programs. At
the same tima he formalizsd his policy in &
doctrinal statement which recopnized that
. o¥en In & Communlst state there were contra-
;ﬂnthﬂmnuﬂauthhmthulﬂdmmd
. ihe people, and within and between various
Eroupd. BHub thess contradistions, he inslsted,
werg lirgely non-antagonisbic becaose of the
disappearance of explojtation of one class by
another, and, therefors, could be resoived by
discussion and persuasion, rather than by

38. The extent and intensity of the erlticism
Bppears fo have surprissd the regime. 1IE
found that nelther the Communist system,
the party's monopoly of lesdership, nor the
Sovlet orlentatlon had been ms fully eceepted
in China as it had apparently believed, eape-
cially among the very intellectuals it had
courted, The regime's crities were numerous

and cams from many select groups, including
even the party, Their criticisms almost cer-

tainly reflected the views of a body of opinkon
mtsch larger than the vegime has admitted

88, In Jume 1957 the regime reacied by ab-
ruptly cutiing off crificlsm, and Moo's can-
tradictioms formuls wes rewritben o polng
oul clearly the categories of Communist
truth which wete above eriticlsm, The re-
gime subssquently condusted an inlensive
campaipn ageinak its eritics and has dismissed
pecused “righbista™ from thelr positions. It
has apparently not felt It necessary to kmple-
ment s samelimes explicit threat of punish-
Ing s eritbes on harah “eounter-revolu-
tipnary' grounds, however, and the erring
ones have been told that they will be glven &
chance to redeern themaelvés, To counterset
the eriticigm, the regime mlbso launched &
masaive campalgn deslgmed to convimes the
people of the superiority of the Comimundsi
Eyaiem.

40. Mevertheless, the regimo did oot disre-
gard all eriticism, and has taken steps to lm-
prove the eperabion of the party and lts rela-
tions with the people gensrally. The regime
has urged & contimaation af publie dissusalon,
although, &s might be expecled, the response
hia been and concerned largely with
details of administration and production
The party also continued the “rectification™
program which had been launched as part of
Mao's orlgnal program and which seeks by
persuasion and education o ereate conform-
ity, tighten diselpline, correct ervors, and pe-
invigorate the party.

41, Ope major gource of difficully within the
parly was that it bad apparenily growm too
fast for proper Indoctrinatlon of mernbers
Tola! party membership is ab present about
13 million. About fwo-thirds of Its members
bod besn recrulted sinee 1940 and about two
mitlban sinee June 1956 As & result there
were many who were free-riders, dead-wood,
or “mot stesled through labos,” Traditional
locallst senbimenls also still cxisted in the
party, as exemplified by the many rural
cadres who supported the grievances of the
peacanis rather than enforesd edicts of the
regime or who ressnted parly personnel of
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non-local origin. Moreover, the exercise of
airhority and the enjoyment of special privi-
lt;,ea led to m deterloration of the party's rels-
tions with the people.

42, Although bhe maln emphasis of réctifics-
tion has been upon resdusating members, &
number of party officials and deputiss Lo the
Malional People’s Congress have boen dis-
missed from the party for “rightist” activi-
ties, and further dismilasaly of cadres for in-
competancy of unrellabllity are probable
There hae alen been 8 whaolssalp Lransfer of
party and government cadres to dower levels,
particularly to rurdl areas where large num-
bérs ware assigned to agricuttaral collectives,
This program seema o have had & number of
objectives: strengthening of the parly net-
wirk In the eroelal sgricoliurel Aeld; re-
trenchment of non-productive personnel In
party, government, and industrial organs; re-
duetion of buremueratic tendencies in thess
organs, inculcating members with an appre-
chabion of manual taber; and punishment of
errent members, It probably was also in-
tended Lo mest criticisma of the material priv-
ilepes enjoyed by party members. There are
indications that many of those trapafermed re-
sented the shifts.

D. The Regime’s Ability to Contraol
Mainland China

43, 'We belleve that the regime hae the ability
to exerclse Airm control of mainland China,
Desplite the faot thal problems and weak-
nesses within khe party have been revesled
by the reckification program, the party re-
taing jbs basle elements of sirength: a ruth-
les= and resourceful leadsrship, & large mm-
berahip organiasd to act a5 an instrument of
control and palley implementation, and an in-
tention and abillly to enlorce & high degres of
discipline and conformity. The party organi-
zatlon continwes Lo be backed up by large and
well-disclplined pollce, militis, and security
organizations, supplementsd by & nebwork of
Infermers and local “resldent’s commitiess®
which provide survelllance over Individunl
family groups. Party control §s reioforced by
mass srganizations which mobilize varlous so-
cinl and accupational groups in the populs-

tion behind Communist programs and which
serve ms channels for propagands and |ndoc-
trinatton. The authority of the party is fur-
thnt enhanced by [ts control of all media of
communication and of the distribution of the
bulk of food supplles in urban areas, and by
its success in cooralling most peasantes into

party., During the révolublon the party and
the army were, to & larpe extent, an Intepoal

tinue to make up & Jarge park of the party.
The reglma clalma that about T5 pereent of
tbe rank and fle of the armed forces are

s bhos the 1058
of the Folltburo and the Central

such persons into the top levels of party lead-
ershlp, Hewever, there is no Indication thak
they form & mllitary bloe within the party
leadership, or that & millkary group with po-
litkea] ambiticns hos emerged within the
armed forces. The party appears to be fully
aware of the importance of matntaining con-
trol over the military and the milltary appesars
to aceept the dominant role of the party. Al
the tme Marshal Thokey was ousted from his
poaltions in the Saviel Onlon, Chinese Com-
munist military spokesmen publicly statsd
their support of & strong party role in the
armed forces,

45. The regime has been able to deal effec-
tively with sporadic outbursts of reslstance
which have for the most part been localized
end poorly organized Probably In part to
demémstrate its power, the reglme has carried
oul two natinowide drives agalnst “eoumber-
revolutionaries™ The securily forces have
also deslt with several student riots and dem-
anstrations against the regime and with
somd civil disturbances growilng out of peas-
ant resendiment aguninst collectlves, There
have been indieabions of continuing discon-
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tent in minorily sreas, recently insluding de-
mends for genuine sutoncmy, bul large-scale
armed uprisings have besn reported only In
Tibet, Birong antl-Chiness sentiment in
Tibet culminated in an pulburst in 1956 and
induced the regime to anncunce that the io-
trodustion of soclal "reforms" Iolo Tibel
woidld be postponed for gix years. Despite
this concession, sporadic Incldsnts continue
in Tibel

E. Strengthening Its Militory Estoblish-
ment"'

4. Tha
fulflll their internal and external functlons
have increased slgnificantly during the past
geveral years, The Korcan War gave greal
impetus to the development and modermlza-
fion of Communist China's armed forces and
stimulnled large-scale Sovlel aid. Since the
war, the trend has conbinued toward further
modernization and & more balanced military
establishment.

47. Bipee 1054, ground force perscnne] mnd
Infentry division strongth have remained at
en estimated 2% million men and 114 divi-
slons respectively. Howewer, overall eapabiil-
tlea have been Incressed by conbinued mod-
ernkzation, Ank-aircralt and enti-tank bat-
tellons are now included in most of the in-
fantry diviglons, and & tank-asaull gun regi-
ment has been sdded to st least 28 af the In-
faniry divisions. In 1055 the regime inaugus-
rated & new militery conseription and reserve
program which 13 now providing an army
eomposed (n the maln of sslected Sonscripis
The army's effecliveness in modern warfare,
85 & result of corrent training programs, has
been considerably incremsed, In eddition, the
resarves will inelwde, en a continulng basls,
about two millien men who will have under-
gone pclive milliary service within the pre-
vious thres years.

48, Binee 1954, Communist China's comblned
gif arm hes Increased from 65200 Lo E7,000

ties of the armed lorces Lo

"“Bew Anpex B for more compléls dissuision.
"Bee mapy for the disposllion of ground forces
ind combab Jof slrecall, and for the lecatlon of
Haral Bases,

oficers and men while total alreraft in opera-
tional onils heve neressed from 1,580 o
2880 A more significant indicator of prog-
ress toward modécnizallon f5 the increase
from B50 to 2,180 jet alrcreft, of whizh 1,835
are flighters and 446 are light bombers. Com-
muniat China has also developed an sxtensive
radar dotection system which covers the en-
tire congt and major inland induestrin]l conters.
This syslom bas falr to good detecilon capa-
bility eecept for sireraff at low altiludes. Tis
high altifude GCT eapabibly has not been ex-
panded to include all arems.

49, The navy has gradunlly Increased ks over-
afl sirength to 86,000 and iz general service
personnel sirength to 48,000 officers and men.
This growth was sccompanied by a substan-
tal increnss in offonsive and defensive capa-
biiities. Itz major surface units insluds four
destroyers, 16 submarines, four escart vessals,
54 amphibious ships and 31 mine warfare ves-
s2l5, 28 well ar & Naval Alr Armn (ncluding 435
eambat alroraft,

S0, Although still dependent to a large degres
upon the Soviet Unlon for heavy and complex
equipment, alirerall, and many component
and spare parts, Communist China has mads
progress in its effort to echieve milltary self-
sufficlensy. It now produses sraall arms, mor-
tarz through 160-mm, and artblery thoough
13i-mm howitzers. In additlon, Commuonist
China now has & number of sirframe and alr-
craft parts plants, incloding an aircralt as-
sembly plant &t Mukden capabls of series
assernbly of jet fighter alveraft, Mukden's
monthly sssembly capasity will probably
reach 100 Jed fighiers by 103 Commumnist
China has a ripldly growing shipbullding in-
dusiry now assembling submarines and pro-
ducing hulls for eseart vessals, submaring
ehasers, mine warfare vessels, and motor tor-
pedo bomls. However, prectleally all armsa-
ment for thess vesseds and & substantial part
of components, equipment, and machine y is
ocbiained from the Bloe The Chinese Com-
munists contlnge o be handlicapped by a
shortage of technological skills In both the
armed forces and the armaments industry.
We bellove that the coonfry has no gulded
missiles or nuclear wespons and, at present,
lacks the capability to produce them.
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6l. The high cost of maintaining such a
largn military establishment and of develop-
Ing & munitions industry has been a heavy
dradn on Communiat China’ economy. The
Chinese Comriunists have reduced the pro-
portion of expenditures budgeted as miitary
from 26 percent in 1853 &0 18 percent in 1657.
Hywever, this has oot Involved s slpnificant
decline in the absoclute amount spent, and
there has probably been an incresss in invest-
ment in planks for predusing milltary equip-
ment,

ll. PROBABLE TREMDS WITHIM COMMUMIST
CHINA DURING THE MEXT FIVE YEARS

2. We belleve that during the next fve years
the Chinese Communists will continue o be
able to exercise effective control of mainland
China and will guin some socesss in further
imposing Communist social institutions and
Patlerns gn the Chinese people. The regime
Wil probably be able to mainisin & rate of
econgmie growth roughly comparable to that
of the last five years, bub this will mecessitate
contlnued stringent control of consumption,
Particularty in view of the increasing populs-
tion. Iis afforts to galn incressed popular
support will be severely Ilmited by ity determi-
nation Lo malntain the pace of ecanomibc de-
velopment and socisl change, Thers will con-
tinus to be & widespread but fluctuating fesl-
Ing of dissatlsfaction and discontsnt REORE
the Chinsse people which, while hampering
smnewhal the reglme's programs, will prob-
abiy not be translated Into effective resistance.,

A, The Economy

83, Although the Second Five Year Flan &
still in process of formulation, the general
ouliines ol this plan us announced in Sephem.
ber 1956 appear to be the basls of the re-
gime’s planning. These indications are suff-
clently clear to enahbls us to estimats that
Mh.lnutpunrllipt'n‘nlhljlntrﬂnh:'u;nr-
cent annually during the period of the Second
Flve Year Flan, ar about as rapidly as ln the
First Five Year Plan. The inerements ta pro-
ductlon will probably ccst more in terms of
Investment required, since gains from mere
Iniensive utilization of existing plants will be

far less. However, investment during the
Becond Flve Year Plan will probably continue
to Inerease relabive fo fotal putput. The em-
phasis will continue to be on Industrial devel-
cpment, and by 1062 the industrinl sector
will proably contribute nearly 26 percent of
kotal gpross product ns against 18 percent [n
1957 and 13 percent im 1953,

94, Agricultural Production. In thelr ap-
proach o the Gecond Five Year Plan, the Chi-
ness Communiste have been forced to give
greater priorty to the expansion of agricul-
tural production in order to provide for the
minimum consumptlon needs of its growing
Population, sgricullurel raw materials, espes
clally cotton, for Iis expanding industry, and
exporis with which to repay loans snd to
Enance the impart of vital capital squipment.
Thls greater priorily for agriculture will in-
voive some reocientation of Indusirlsl devel-
opment, with & greater share of Investment
alictisd to thoss heavy indusiries which pro-
vide fertilizers, agricultural chomileals, frrign-
tion equipment, and Implements for agricul-
tare. For exmmpie, invesiment (n the chem-
feal fertiibeer imd will probably rise from
cne percent of botal state investment in the
First Five Year Plan to sboub three pereent
in the second pian perlod.

§5. The Chinese Communists have anncunced
that, in 1858, 14 percent of the state’s capital
Investment will be In agriculture, suggesting
that such Investment for the eotire Second
Five Year Plan may be a3 much &s four tmes
the amount allocated for this purpose during
the First Five Tear Flan when 1t amoonisd ta
only 7.8 percent of & smaller total fvestment.
The state’s Investment in agriewliure ls used
primarily on largescale water conservation
projests.  However, direct investmenti by the
eollectives in Irrigation and dralnage facill-
Hes, fertilizers, farm tocls and machinery,
livestock, and other production requisites will
conbinue to provide the major sourcs of funds
for sgricultural development Such invest-
ment, and the related al improve.
ments, are consldersd by the regime to be the
most effective way of immediately increasing
agricultural production.
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iane af graly and 215 milllen ons of cotban,
while inereasing substantislly the proposed
agricultural development effart. Howewsr,
believe that these goals noe st tog optimistie,

5

mulélpis cropping. Betwesn 1987 and 1063

Eriln production will probably only rise from
185 millan tons to 215 milllan tons and wotton

erease of agricultum] produs
thres percent annually, This freresse woild

provide a small margin over the probabls an-
nusl inerenss of population of 2.0-2.5 percent.
However, & number of conbingemciea could re-
move Lhis margln A major imponderabia la
the willingneas of the pessants to malntaln
thair afforts o Produce ander coliectivizstion
Weathar and (ks effect on crops are also un-
predictable. Finally, we cannol completely
discount the possibility Ehat the prosent rats
of papulation growth might Incrsspa, Under
the worst combination of thess contlagen-
cies for the Chiness Commmunists — & series
af bad crop Years, peasant apathy, and
& rlaing rats of population growth — the
regime wonld face grave diflculbes, How-
ever, with it5 Inlernal eecurlty system and
ita conlrol of food distribublon the regims
eould almest eortalnly maintsln [self in
power. Furthermore, other stopgap measures
apen Lo Pelping would Include loans or ald
from the Boviet Bloc, and & reduction in ex-
ports and some increase In Imperts of agricul-
toral products. At the game time, the regime
would have sufficlent production capecity in
heavy industey and construction ko enable it
to maintain industris] growth, though at a
reduced rate,

5. Ensuring & food mapply for s enormous
and population will be Communist
China's numbes one seonomis problem for the
Indafinite fature, Arable land b relaklvely
Lmited, and by far the majer share of he
land area is too high, dry, or hilly to be eultl-
valed, AL present about 11 percant of the
lund 13 under cultivation, Marginel lands
conld be brought under eultivation and doubla
cropping oxfended through heavy lnvestment
and modern techndgues whibch would insreses
the sown aren by poasfbly haif, Wikth & gen-
erous waler gupply and m long growing ssason
In the mestl lmportant farm acees, yields can
b= maiesd through lmprovements in fiood con-
trol, lrrigation, pest cantrel, crop iypes, and
fertillzation. In the long run and with more
Investment, we bollave the Chifess Comm-
nista can probably double sgricaliural output.
However, present population gruwth, if unal-
tared, would double the population tn 98 to 35
yeors, making difficult any Improvement in
living standards gven U all agricultural po-
tentlals were realized,

59, Imduatrigl Producfion. Mo finalised Sec-
cnd Five Yesr Flan has been prepared, but
the prellminary proposls puk before the
Eighth Congréss af the Chiness Communiat
Party in Septernber, 1058, provided for an ln-
cTeaze in gross valhse of indusirisl prodoction
of about 88 percent during the Secand Plun,
compared to & rlse of about 115 percent
achigved during the First Plan Heavy In-
dustry will continus to recelve priority. Al-
though there Js evideoce of considernble
change in the Individen indusirnl goals, the
sllalnment of the overall Industrial goal, as
propossd, appears Hkely n view of the pros-
pestive level of indusirin] lavestment (Bee
‘Tabla 1.)

00, An incteasing proportlon of heavy Indus-
rial Investment will be in new Industrial areas
in nerthern Manthuris asd In north-centmal
and northwest Ching, based upan the location
of raw melerialz and upon strateghs consider-
abons. Imcrénmed production durlng the Sec-
ond Flan will rely greatly on compietion of
new capaelly, much of which was started dur-
ing the Firat Flan. In contrast with the First
Five Year Flan, in which emphasis was an
largs scale plants, gignifcant proportions of
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TABLE I

ESTIMATED FRODUCTION OF EELECTED COMMODITIRS 1853, 195T. 1983 *

Cammaodily Meamse picH
Industey

Blecislo powar Bl k=h ¥
Crude atoed TMT 1348
Coad T 2]
Trucka TUrlia [
Merchani veassis TORT 1
Camant MIAT 3
Turbdnes T kw T
Elsctriz penersiars T kw ]
Cruode oll (Mat & Bm.)  T™T 434
Copper (refimed) TT ]
Chem. FPecillizar ™T 184
Cotton edoth {fastery) ML mirs 3007
Agricattina)

Total gralng MAT 188
Cotton (ginned) ™T 1306
Catkle (ioel, buoftalo) ML, head 5T
Hoga M1, hesd L

"Foolnote 2 on page & mpples alic G8 Lhis lable,

= Mol avalinbie

the increased output of irom, eteel, and coal
will come [rom newly constructed or renovated
small and medium sire unita, To the extent
thet this
vide more employment, conserve scarce capl-
tal, and require less machinery Imports.

1. The varisty of products mads by Chinsse
industry will continue to increase rapidly, bt
there will continue to be shortages, espacially
In chemical fertilisers and crude ofl. During
the Becond Flve Year Flan, the machine
bullding Industry will probably be able to sup-
Fly atb least TO percent of machinery require-
ments, compared {o about 80 percent in the
First Five Year Plan. In addition to the pri-
ority development of the chemical feriilizer
and machinery Industries, it is expected that
imereased attention will be plven to merchant
shipbuflding, copper, and crude cll. Even If
the regime achieves its crude oil targets, how.
ever, in 1062 it will sl be heavily dependent

on Imports to meet ity mpldly Insreasing
quiremmmmta, R "
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8. Shorlages of trained technicians and as!.
entists will continue to edst. In an effort to
solve this problem, the regime to have
cne third of the E00,000 students, who wiil
graduate from colleges and universities dur-
ing the next five years, go into tegshing in all
felds. Of those who will not go into teaching,
ons balf will be engineers, & third will be in
medicine, sclence, agriculture, or forestry,
and about a alxth in law, the social sclences,
and other flalds During this period the re
Fime &legy plans fo double Ity pressnt encoll-
ment in primary and middle schocls, Even
¥ these goals are met by 1983, howeyer, the
regime will stil be far ghort of the highly
irained personne]l needed i the schentific amd
technicnl Belde

Hon yusn, and imports at 202 billion yuan.
This compares with 23.3 and 25.2 hillion yuan,

, during the Firat Five Year Plan, -
We belleve that the bulk of Communist

Hj'gﬂﬂ
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China's trade wil continue io be with the
okher Bloe counirles, especially the Soviet
Tnlon. However, the

panding from aboat 22 percent to poasibly 50
percent of fotal trade We belleve that the
most importent elernents of this inerease will
be an sxpansion of Communist China's e
af Ircon are and coal to Japan and eon-
goods to Bouth and Bouthszst Asia,
and imports of fertlligses, Industirial equip-
msent, and steel from Japan and capltal goods
fromn Weatern Eurgpe, Communist Ching will

fmcrease the use af s prowing mes-

§e

tané egport merket, as well a3 reduce doilar
ramiilansss

85, The Chinese Communisis apparenily are
golng abead with thelr Becond Five Tear Flan
with no provislon for mew long term credits
froen the USSR, Communist China will have
te fAnance through exporis the Imports re-
guired for indusirialization, s well as to re-
pay Hoviet credils advanced during the First
Flve Yeqr Plun and to finence thelr cen ald
program — both of which lolal an estimated
3.0 bilion yuan, With Eheir present capabili-
ties, the Chiness Communists can probably
enrry out their planned industrial dsvelop-
menl without further Sovied credits. How-
gver, in the event of serious ecomomibs diffi-
cialtles, the Chinese might seck and obiain
some assistance on credit from the USSR

B. The Party

88, The party will probably continue to face
diffieulties In malntaining vigor, Rexibility,
and interpal discipline, The stratns ereated
by recent massive shifts of cadres to lower
levels and the difficulty of absorbing the kigh
Poat-1843 membership will cankinue, DiMeul-
tlez that will inevitably arise in formulating

tha regime’s program will almost certainiy
create pollcy differepces al various parly
levels, Although bhess problams may fores
the party cceaslonally to resort ko repressive
measures, in the main the regime will prob-
ghly be able, through periodle rechification
programs, to resohve intri-party confllets by
dissussion, persuasion, and sdminlsireiive
disciplinery procedures.  Moreover, we believe
that ihe party will retain a slgnificant degres
of fexibility in its policics.

67, These problems would be mggravated by
the deaih of Incapacitation of Mas, Should a
Fuccstrion guestion arise In the next Sve years,
party authority soold probably initlally pass
to a group, with Liu Bhac-chi, Chou En-lal,
Teng Helno-ping, and Ch'sn Yun as lts most
likely members, and with Chu Teh as tltular
head of siate. Polliey disagresments and
power rivalries weuld prebably sharpen in the
absence of Mao. The temptation 1o cecupy
hiy pesition would be great, and could lead
ta & struggls far dominanss within the pariy.
We belleve that such & struggle would eam-
plisate the of certakn of the regime's
objectives and reduce its policy flexibliity, but
would not threaten the regime’s abllity to
conkral Lhe country,

C. Popular Afitudes

B8, We see litlle prospect thit popular discon-
tent can or will be translated into organized
and pctlve resletanes (o the nsar futurs Un-
rest will probably conbinee &b about fls pres-
ent level, and cages of laolated, small-
Beale metve resistance will probably aecur,
particularly n rural and ethnle minority
areng Heastions bo the Indredsing pressines
af musterily and mdosicialization may, at
Limes, cause the regime to clamp down, but
the Chines Communist leadership, while cap-
ltalizing on the pecple's rccognitiom of the
regime's willlngmess to uliiize severaly ropres-
sive measares If necessary, will probably avodd
widespread or systematle use of terroristic
methods. There will conbinue to be much
disssbtistaetion, but we belleve the net effect
on the regime's programs will be mo mors
than & complicaking or retarding ome. Al
though the reglme will continue Lo sesk

s25nar
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greater posdiive support, it will have Hmitsd
puresas beeanss of ite determination to carry

ouf its scomomic and accial 5. The

D. The Military Establishmant

T, Communist China’s military capability
will almest conkinos ta
the next fve years  Although the army =il
probably be redocsd in size, iE will be equipped
with pewer and better weapons, and will e
maore moblle and better tralned at pres-
ent. The alr foree &nd navy =il
glze and effectiveness, Although
forces will be somewhat better balaresd
concopk of & large ground army sl
vedl, ‘The Chinge Communists
maintaln & large standing
additon to ita afensive and
sioma, will provide the basie

5&&

esE
fgpif2
;EEE§E

&
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trofling muinland China and will sontinos ta
have an intimidating effect in Asla,

T2 By 1963 the combined alr forces will prob-
sbly have about 3600 alreralt, an lnorease af
more than TO0, The Chinses Comhunlsks
probably will have completed converting thele
Aghters and light bombers Lo jets, and may by
that Hme have pome |el medium bombers
The navy will probably continus ita rapid
devadopménit, with principal emphasis on lm.
proved defenss capabliity within haome waters.
There will probably be o incrense
In subsmaring strengih, and the probable re-
placement of overage ships will morease the
navy's operating effectveness

TH. The armaments |lndustry will Increase in
glze and efMeclency, but doring the period of
this pstimate, Communist Ching will eondinoe
to be heavlly dependent upon the Soviet Unbon
for many kinds of beavy &nd complex military
equipment and for technologieal aasistance.
During 1958-1062 1t will probakly be able to
meat armed force needs for amall arms and
for nearly all artilery, Loapnapork, and ammu-
nition, but will sl be unable lo meek the
nmpeds for armored Sghting vehieles and more
complex fire cantol systems. The shipbulld-
ing Industsy will alse conlinue its mpid ex-
panslon. Domeslls alreraft prodocton =il
probably increase conalderably, but Commie-
nlst Chinn will continue to be depemdent on
the T88R for many components

4. Although Communist China will almost
certalnly oot kive developed & misslls or nu-
clear weapons produstion capabdiity of its own
by 1962 becauwse of the eontinuing shartaps of
technledans and the demands of pther mikl-
tary and econcmle programs upon Its limited
respurees, we bellewe that the Chinese Come
mitinists wlll press the USSR for such advanced
weapons. It b8 probable that doring the next
five years the USSR will provide the Chiness
Commundsts with some warietbes af misciloey
and other weapona adaptable to noclear use,
but with conventional warhesds, The Chl-
nese Cominunist epd Soviet views on the in-
troduction of nuslear warhesds® Inte Com-
munist China are k=8 cerlain  Unlégy barred
by an effective international agreement, Lhe

"Irslmding bambe
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USSR may iniroduce nuclear weapons Into
Cormmunist China by 1862, although they win
almoat cartainly remaln ondes Soviet contegl,
In eny cvent, even thongh nuclear warkeads
were not deployed in Communist China, they
would be readlly avallable if Bino-Sowlet in-
terests required them,

V. COMMUMIST CHIMA'S EXTERMAL
RELATIONS

A, With the Bloc

8, Comimuniat Chinn's elese relablons with
the USSE are based on mulusl objectives, re-
Hanee ofi Boviet milltary power and econamic
suppart, & common deology, end & convietlon
that Bloc unity is essenilal in the face of a
common memy. In the Chiness Communist
view, unity ks crucial to the expulsion of Wesi-
ern, parteularly U8, inflyence from Asla and
Africa, and to the witimate schisvernent of
cconomic and miitary superiority over the
Weat. The Chicess Communists appear to
secept the Soviel Unlani ag the head of the

5
-]
-
g
;

West mist be ma' tsined and that
tlal Commuonlst sharsrter of sach Eloe stals
be preserved. To the extent that it will con-
bribute to, or 1o compatible with, these over-
riding considerations, the Chiness Commo-
nists favor fexibility in intra-Bloc relations,
desiring particularly that the Chinese party
have & wide area of doctrinal and poliey In-
Hailve, Although ihers have been differences
In the emphasils whish Lthe Chinese Commu-
nists have placed on varioos aspects of intra-
Bloe relations over the past bwo years, thelr
basglc concept of Intra-Bloc relations has re-
malngd: the USSE i= the head of Ehe socfalist
camp and the member siates should ab =il

g
;

times piace the interests of unity among the
Sochallst connbries above everything else; but
the USSR thould, In turn, refrain from ex-
eessive Intervention in the internal afairs of
each Communist state. These views af unity
and diversity were substantially reflected in
the Mescow 40th Anniversary osmmuniguee,
probubly of jolnt Sine-Boviet autharship.

T7. Closs Blne-Soviet alignment does not ap-
pear to have betn affected by the ceasation af
Bovlet credifs, although the Chiness Commu-
niets may have hoped far new credits or for
et lenlent repayment berms on past credits.
Whitever the nature of the Pelping-Moseow
discusslons on this subject, the Chiness Coan-
munists appear Lo have scoommodated them-

Gino-Goviet trade, Including the bulk of the
ersential Import needs of Communlat China's
indusirinl development prograns, Moreaver,
tie Chinese Communista prebably belleve thok
the USSR remains & source of ald In the
event of a serfous crisia,

TH Sino-Boviel relations as they coocemn
guldance to the Astan Communist partiss ap-
pear to have been governed by & mubually
aceeptable divislan of responsibilities and &

Aslan Communist parties, we have Hille ayvi-
dence of eny Sino-Soviet disagresment on the
character of Communist astivitles in Asla.
Communist [=aders of North Earea and Morth
Vieinam, &3 well as those In non-Communist

. Astan eounteles, visik both Moscow and Pel-

plop for eonsultatlon. The policy lne, as
given in newspapers and radio broadeasts of
boll countries, varies Httle M any.

T8, With respect to the border arens, the
USSR and Communist Chine apparently have
overcome, of &b ledst suppressed, their his-
tarieal eonflict of inlerests, and In Sinkiang
and Outer Mengolis are cooperating bn de-

velopment programa. The Boviel Unbon is

iiat
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in Enzakhistan

B0, During the flve year period of the esll-
mite, 1t does not appear likely that thers will

China's status and role thereln Though
there will almost certalnly be frletions, Com-

lema aridng out of Ching's status |6 the Bloc,
Its economic relations with the USSR, and the
divislon of Commuonist respanafbllities in Asia,
Heveribalass, beepies af Communist China's
growing stature and stoength, 1t I3 possibis
that problemns may arise which would be difm-
cult bo resolve,

El. & aource of disagresment may be Commi-
nist China's possible desire bo exert greater
infwence oo genaral Bloo palicy, both internal
and external. Becaute of the immenss value
of the Sino-Soviel allinnce to both partners,
Soviet and Chinese Communist lesders al-
moet certainly will sonsider that they must
meet certaln of sach other's reguests, be care-
ful mot te offend each other's sensibilithes, and
deler, al times, (o the other partner. Al
though the Soviet leaders will almost certainly
be apprehenalve leat a strengihened Chine
seriously challenge the USSR for Communlst
priracy at same distant date, there is no evi-
dence thal this is affecking pressnt policy.
External policy disagresments, If any, would
ba more Ukely to ocour with respest Lo areas
where the Interests of one party might be con-
siderably greater, such ar the Talwan stralts,
or where they differed &5 to the risks kovolved
In undertalkting a specifiz action.

B2. With to high leve! Soviet negotia-
Lions with the West, the Chinese Communisis
probabiy feel that it would be inadvisahie at
present fo press far the Introduction of topics
which are of primary In‘erest to Communist

China and which would require its presence,
., entrance jnto the UN and the

of Tolemn. It 23 possible, however, Lhak dif-
ferencos befween Pelping and Moscow may
nrise In the future with respect to the sub-
stance or the mechanics of negotlations with
the West,

&3, Bino-Sovietl coheslon would probably not
be algnificantly effpebed by o Boviel-Wealern
detente, or by Communist China's entry ints
e UN of cecognltlon by the T8,  Commumilst
Ching wiild probably welcome & Boviet-Wests
ern detente becauss its leaders would bolieve
that this would Enerease Communlst oppac-
tanites In Asin. They would probsbly also
welcome & limitation of armaments spres-
ment which ceovinced them that they could
safely reduce their expenditures for &rma, nl-
though they would probably taks the pasition
that they would not be bound to any agree-
ment in which they did not formally partics-
pate a3 the representabive of Chine The
UVETR would almost certainky welcome Com-
munlst China’s refreseniation o the UN and
its recognillen by the US, slthough the So-
viet leaders milght hawe some misgivings that
these developments might redocc somewhat
Felping's political dependence on the UBSH.

B. Relations with the Mon-Communist
Warld"

B, Communist Chine's leaders appear o
wview Lhe present world position af the Sino-
Soviet Bloc with condiderable confidence.
They seem convinced kbal the workd balance
of power his shifted to the Blee and that the
"East Wind" is provalling over the West. Chi-
nete Communist optimism is based on o view
af history that assumes that Communsm will
ultimately trdumph and on specific develop-
ments such aa recent Bovlel wespons md-
vances, Communist galns in the NHaar Basd
and Africa, gnd the rapld ssomemis growth of
the Eloc. While the Chiness Comnienbsls
probebly do not conslder that the West has
wmaffered any declslve defeat in the Far Eask
since the Franch were fofeed out of Indoching,
they pppear confident thal the brend in Asla

“Hee WIE 13-2-51, “Communist Chine's Bole in
noR-Communist Asle,” deted 3 Desember 1357,
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is running against the West, Pelping almost
cartalnly eonslders the growth of Communlak
political strength and Influence in Indonesla
and of neutralism and antl-American feeling
In some Aslan epuntries as indleations of this
Lrend.

B5. In m period of less than 4 decade, Peiping's
lzaders hive seenn thelr country become the
strongest Aslan power and achieve substantial
progress in making s fmpeot felt in Asla
and the world They are cognisant of grow-
ing pressire in the Fres World for expanded
eoomomic and polltical relations with Pel-
ping. Communist China is oot handicappsd
by Aslan Faclal ankagonisms against the white
man and It can elaim cammeon experience with
thn former colonia] areas. The Chiness Com-
munists alcnt certainly belleve thelr sco-
nomic progress ean be used in thelr efforis
to convinee the underdeveloped Asian coun-
tries that Commuomnlam i the best way for-
ward.

B8 The Chinese Communbils have given no
imdlcatlons of undue impatience In bhe porsult
of thelr ohjectives in Asie. They appear sware
of the many problems of intsrnal develop-
ment feckng Communist China, the santlnu-
ing netd b adjust and recomclls Intra-Bios
relations, and the susplelons of Communbst
China which ewist In much of Asla. Most
Impariantly, they almost ceriainly consider
the pregence of U3 infuence and milllary
forces In Asla to be the major obstacle in their
path, They almont ceriainly sstimate that
any sitempt to speed up he proceas of com-
munizing Asla by milltary sggression would
Invalve serious risk of war with the U8, but
ot the game bime probably belleve that over
the long run the TS will not be ahle effec-
thvely to counter the forcea which they em-
sider ta be working o the sdvantage of Com-
munist China,

&7, Given thess views, Communist Ching ap-
pears to be direcling ta toward he
Intermediabe ohjective of weakenlng the posi-
tian and Influence of the US in Asia. To this
end | I3 seeking to induce Asian couniries
to ndopt & palley of friendship toward the
Bloe, to strengthen, and if poasible bring to
power, Indigenous Communist movements

without the use of external force, and to un-
detmine tha will of the Haotionalists on Tl
wan o resist Since Indochine, the prin-
clpal thruak of Commundst China's poliay has
bestin reasonableness and peacslul copxistence,
thoagh Ik hes been sdamant on certatn bask

lzsues, parijcularly Talwan,

BE. We believe that Conomunist China will
continue ezsentially the outiines of its preseni
Depcdble codrse in Asle, though diaplaying
more sasertiveness and a heightened readiness
to take advantage of oppostune situations.
Ik will probably intensify its efforts o con-
vinos other nations of ils peacefulness and
reasonableness, and even of itz willingmess
far o rapprochement with the TS, believing
thal an apparent readiness o make conces-
slons will sdd significanily to Free ‘World
pressuTes bo ascapt Communist China as a
member of the eommunity of netions and to
bring about a change in US polley.

8. Communist China will continwe o seck
admbsalon to the UN and Lhe sxpansion of
ecomomibs and pollilcal relalions with moat
states. It will probably make additional of-
fers of economic Aaglatames Lo okher Asisn
counfries. AR the same time, it will continae
[ts subverabve efforts throughout the Far Esst,
In its propagande overfores, & will attempt
o create an ted of iks eco-
noomle growth, and, while siressing il peace-
ful inkentlons, will do nothing to dim lis grow-
ln"r:ﬁ-ltﬁhmﬁl Asin as g military power.
In relatlona with Asier glates i@ millary
pawer will be an cperabing but sient factor,
1t will probably not resori fo owerl
aggression which il belleves would Involve L
in milftary actiom with the U5,

80, Pelping is probably soncerped thet, as an
unwanted by-product of peaceful coexlatence,
there i3 & growing acceptance of a “fwo-
Chinas" soncept.  The Chinese Communists
will eontinge their effcriz to dbaboss the
world, and other Axian leaders, of
any des that Commumrish Ching %11l reponce
fta intention bo gain control of Talwan. They
will plmost certainly not resort to military
acthon to seize Talwan, so long a5 this weuld
involve risk of war with the US. They will
alminst cortaimly contines thelr present siforts

SECRTT
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Lo undermine Matlonallst will and to discredit
the Republic of Chine abroad. The

Ity eannot be echadedd that the Chiness Cam-
munists will adopt & more aggressive polley
toward the Offshore Islands, in parl because
af intense britation wnd n sensee of affront,
in part to emphasize ikelr determination to
destroy the Nakisnallst government, and Il
park to test TS Intentlons in the Talwan aoek,
If they should beeome eonvineed that the U8
would not Intervens miltarily, they would
pedk bo caplure thése islands by military ac-
Hiom.

§l. The Chinme Communists will probably
complete the snnounsed withdrawal of Lhelr
forces from Haores I arder to bring pressure
on thia U8 bo do the same, to enhanee Comamu-
nist China's chapces for UN enlry, &nd fo
suppoth Moscow's efforis to create Free Warld
pressures for summit nepotinbions and dis-
enpagement schemes. Hewever, Pelping will
almast certalnly maintain tts military forces
in & poaition bo reintervens rapldly in cose of
& resumption of hostitltles. The Chiness Coam-
munlete, 1n saneert with the Boviet Unlon,
will probably encourage the North Korean re-
gime bo bulld cowert; sirengih In Bouth Harsa
and Lo pres for ibe resstabbishment of cul-
tural and economis contacts meross the acmd-

atica linee The Chinese Communlksis will
probably pubilicly support Herth Korean pres-
sure for nationwids elections under “neatral”

supervizion, bot will continue to oppose direst
UM supervision. The Chiness Communista
will plmeat certalnly not agree o unificsibon
on terms which they estimats would lesd to
oo antCommuniat Rores,

§2. Pelping's chjeetives in Vietnam will ml
larly be to strengthen the Communist regims
in the narth while attempling w undermine
* the government In the scuth. Pelping will
contnue 2 Communist agitation for
nation-wide elections under candilfons Uhat
would favor the Comemunists The Chiness
Comevunists may bellevs that should South
Vietnam be of President Diermn's
leadership, the Communlsis might galo nuffl-
clent strangth bo selze control from within

9% Japan will continue to be one of
mist Important targets, especially because

BE

there 15 & prowing ares of competitbon between
Communist Ching mnd Japan, Chiness
Communist pollcies will be directed toward
reducing belwesn
Japan and the U8, in the miil-
tary feid, townrd urdermining the Japaneas
government's anti-Commimist position, to-
ward destroying ihe friendly relations betweon
Japan wod the ORC, and toward incress
ing the nfluence tn Jepan of lefl-wing ele
menis, &L, elt-wing Boclalists, and the Japa-
nese Communist Parly, Pelping will eontinue
lo explodt Japan's desive for peace, lts fonrs
af beeorning ineolved In & noclesr war, any
arems of frictlon with the U3, and Japan's
eagerness ko expand trade with mainland
China. Peiping will probably be able to gain
% lenst quasi-diplomatss status for & Chiness
Communist trade mision. In pursull of thess
objectives, Communial China will continue to
emplay both concllistory and tough tactles

. Although the majorlly of the Overscas
Chinese will probably continue Lo seéck to
avald entanglemant n the pobivdeal sotivilles
af both Communist and Malionallsi Chins,
Peiping will neveriheless sontinue 1ts efioris
o use he Overseas Chinese as Instmimenis
for both owert and cowert sclivities. AL the
same time, these eommunliks wiill continus to
be & sauree af friction bebwesn Pelping and the
bost governments. The natone and efectve-
nest of Chinese Communist pelley towards
Cverseas Chinese will continue to wary from
country to counbry, bub there are Indications
that Peiping will incresss iy afforts to allay
Boothenat Aslan susplclons by emphasking
in s propaganda the of the
Orersens Chimese to the hoat country.,

§5. Amuming no sgnificant change In the
basle palbel=s of the Bloz or of the West, in
partleutar (e US, we bellove that |nlesoourse
between Communlst China and the Free
World will incrense considernbly during the
nixt Awp yeats, This will come about for &
number of reasond, induding & growing bellef
that narmal relations with Communist China
shoubd be eatabliahed, n hope that such reia-
tioma would peducs Woslons In Asla, and a
desire Lo explolt whal many s&a 85 & MAjOT
irading podantlal  For these reasons, sddi-

T
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munist China, posibly imeluding Canads,
Hew Zealand, Balglum, France, and Japan.

B¢, It is probabile that the US will axperience
mare diffieulty in seeking to exelnde Comemu-
nist China from the UM, BMoreon .., the effest
af the UN's censure In genomting oppoaition
o Communist China will probably decreass
with ths passape of Ume and with the with-
drawnl of Chinese Commmunist broops from
Eorea. Bhoold Communist China pain & seat
in the UM, it would be iaken, in Asin eape-
cially, &8 & mark of international acopptance
of Communist Chine, snd many of the eoun-
triea not already recognizing Pesiping would
probably do so, Partleularly In Asis, eom-
mercial and olher forms of intercourse with
Communist China would almost certalnly fn-
erense substantiaily. Communbst China's ap-
portunibies In Aslan countries for subweralon,
for Influencing the Overseas Chinese, and far
Eiving covert suppord to Indigsnons Commi-
ndst parties would incresse.

BT, If Communist China continues [ts pressnt
International policy, we belleve that its pres-
kge in Asin will continue to grow during the
next five years, This will eecur whether or
not additional countries Commu-
Blst Chins, or Ik 15 admitied to the UN, But
it does not necessarfly follow that as a resull

of incressed prestige the Chiness Communists
will be able o induce non-Communist Asian
ecantries to edopt internal or externnl policles
desired by Communisi China. Communist
Chinn's future rols i Asis will be determined
%2 an imporiant extent by developmenta in
five flelds, In varying degress beyond the con-
irol of the Chinese Commenists:

a, The coarss af events i the TS-USSR re-
Imkionship and In the broad aspects of the cold
War,
b. Developments within the Bloc such ag
spictacular sclentifie achievements or major
polldea) upheavals '

e The extant bo which local Commuonist
parties, eg., those in Indomesla, Laos, and
India, guin or lose polibiesl strength,

I’qmmtﬂlﬁhﬂlhg:mthd Com-
rmunst China’s power glves rise o incressed
apprehensions amoag Asian governments as
Lo Commiunist China's future Intentlens end
Ehus causes them Lo take incressingly effec.
bive mepyures &b lesst Lo counter thelr own
Internal Communista,

g, The extent Lo which the U8 has the confl-
dence &nd trust of non-Communist Asian gov-
armments, and In tom h'“l“ thiss gevern-
ments not only to resist Bhe Communtsts, but
also to meet thelr pational aspirations,
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ANNEX A'

THE FIRST FIVE YEAR PLAM

Al, The Chinese Communists made substan-
tlal econdmle progress doring their First Flve
Year Flan 10631867, Gross Mational Product
increased &t an aversges annusal rate of about
T-8 pereent,! which compared favorably with
recent ratee of a Uitle over three percent in
Indis, elght percent in Japan, and seven per-
cent In the Bovlet Unlon. 'While the average
Tats of growih was faitly rapld, inereases from
year to year wers uneven, in large part becanse
egricultural sutput, which provides about 53
percent of totel natlonal Income and the raw
materials that determine the output of Ught
Industry, depends upon dncertaln weather
condltions.  {See Figure 4 lor Gross Kational
i Produck, by sector of origin.)

142, To achieve this rate of growth, total In-
; vesbment averaged 17 percent of the GNP for
| thia five year pariod, & proportion roughly com-
{parsble to that In the US, Investment in
eapital construetion &scounted for about 58
| parcent of gross investment during the five
| Year period; of total investment in capital con-
|stroction 58 percent went Into Indusiry, 19
1percant inlo transportation and communiea-

- direstly fram agricultursl output,
Ad. Communist China's budget revenues rose
sharply up to 1654 g5 the reglme consalidated

its comtrols over the economy, but have slnse
risen more gradually and, s & proportion of
the GNP, actually declined slightly from 29 to
27 percent betweon 1854 and 1957, The e
glme's flscal pelicles have been to maximbss
movenoss and o tallor its expenditures to |ts
expected recelpts. The reglme's fAexible son-
trol over expendilares has malr-
tatned balanca and esonomle sla-
bility, except in 1866 when tha government
resorted 1o curreney lssue to cover & budget
deficik. However, & surplus in state revenues
was reestablished in 1867, largely as a result
af a cutback in investment. (Ses Figure 6
for stals revenues and éxpendiiores )

Industrial Produchion

Ad. During the First Five Year Flan, Com-
munist China, with substantial SBoviet assist-
ance, made considersble progresz in laying
the foundations for Industriadization. Stari-
ing from a small base, the gross valoe of in-
dustrial outpat incressed about 183 percent,
with heavy Industry Incressng more than
200 percent and light industry some 85 per-
cent.  Although the average annual rete of
growth of Industrial output during the perfod
was high (18.5 percent), It was uneven, being
reduced to 7 percent in 1957, which was a year
of consolidation and rebullding of nventoriss
after the overambitious construstion activity
of 1958,

"Hewever, o internations! comparisoms, aecoEnd
whould b @ken of Comnmunist Thina's prics
slruchare, which In tarms of world prleas ever-
mlusy Indusirinl manofeclumes — the fastest
prowing spobor —and thas oversiates Lhe rata
of growth. If Commenbt China's Indusirial
manofaciures wers re-valoed af world market
prices, the rate of growth would deop to 0-7
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SECRET COMMUNIST CHINA Figure &

GROSS NATIONAL PRODUCT, BY SECTOR OF ORIGIN

1952, 1957, and 1962
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A5, Maching and Equipment Bufiding. One
of the fmosi tmportant developments of the
five yenr period was the rapid development
of machine and eguipment bullding indus-
tries. 'Wheteas Communist Chins was for-
merly heavily dependent upon forelgn pro-
ducers for mechinery, as well as for much of
the industry’s raw materdals, ifs mezhins
bullding Industry probably was able to satlsfy
about 80 persent of the machinsry reguipe-
menls of the First Five Year Plan, Commu-
nist Chinn pow i able to produce & portion
of lia requirements for more complicated ma-
chine tools, mining and metallurgical proc-
ezzing equipment, power statlon eguipment
for medium sise plents, motor trucks, airerafr,
and locomotives, The naval and eivll ship-
bullding industries, the elsctronies industry,
ard related ferrous and non-fercous metal-
lurgy industries have ales schieved consider-
able development. Although much of the re-
cent advance has Involved imitation of Fus-
stan equlprasnt from Russian plans with sub-
stantial Russian eomporents, Comemuandst
China now Is independently able to design
many {tema. The rapld development of ma-
chine industries in relntion to other ndustrlss
&nd services created imbalances in product
demand and raw materisl wvaflabllity which
led to production eutbacks and under-utiliza-
Hon of eapacity ina nember of machine build-
Ing industries In 1857 (eg., trocks, locomo-
Uves, frelght cars, meching tools, and agricul-
biral and textila machinory).

A8. Iromn and Sfeel. During the past five
years, plg lron ouiput Incrensed from 1.9 mil
lion tons to 89 milion tons and erode sleel
rose from L35 milllon foms to 534 million
fonm, Increased production wee obleined
malnly through the development of exlsting
fncilides, but In the next five yean the plan
Is to establlsh new fron and steel bases and to
Improve facilities to provids an Inereassd
variety of steels. Construction is under-way
on bwo large Integrated plants, one &t Pao-
Fou and one ot Wohen, and an some 25 small
and medium size non-integrated plants hased
oo searby coal and ore doposita.

AT, Non-Ferrous Mefols. Chine has become

self-suMeient in most pon-ferrous metals,
with experls of Uthese commaditles incressing.

11 (Continued...)
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A slgnlfizant mspect of non-ferrous mineral
production bas been the mpld development of
the aluminum industry which will support
mircralt productlon and provide & partinl sub-
sMtute for copper, Further development of
non-ferrous metal production is planned, with
particular emphasis an the expansion of cop-
per cutput, presently Imadequate In the Bloc.

Al Chemicals, FProduction in the chemdeal
industry tripled during the Flwm Year Plan,
Important commodities now produced In
Chins jnclude baslc Indusirial chemicals,
chemical fertilizers, insscticides, antibiotics,
plastics, and organle synthesized dyesiufis
Howeyar, the industty still is far from meet-
ing the needs of agriculture and other indus-
tries in elther volume of variety of products,
Development of the chemical Industry duting
the Second Five Year Plan appears to have a
high priorily, Asap integral part of the delve
to solve China's pressing agricultural produc-
tian problem, the chemical fertillear industry
i o be developed as fast as possthle and, to
ahd the tght sifustlon In the supply of aw
ocotion, the synthetle fiber Inductey 18 also to
be emphasized.

AR, Pelroléewm. Production af erude all, al-
theugh underfulfilling the Plan goal by some
25 percent, sHll achieved the hgh growth rate
of 230 percent during the Plan pericd. Deval-
opment of existing end new producing felds,
nnd constructlon of new proceasing and trans-
part facilitles during the Plan, have lald the
groundwork for future larps Ineressss in pro-
ductlon, However, the Chinese Commonlsts
are planning large-scale lnvestment in high
cogt production of ofl from shals and coal,
suggesting that they are passimisiic over the
potential erude ol output. Whataver the In-
wrezss n produetbon that k= achieved, it will
almost certainly be InsuMelent to mest the
Increased requirerments for petroloum prod-
bels, and Commmurdst China will remaln heav-
Uy dependent upon bmporis.

AlD. Cogl, Ceal production nesrly doubled
during the First Five Year Plan and generally
kept pace with Indusirial and power require-
menks. However, urban and rural housshold
demand increased faster than anticipated and
the reglme was forced to tntroduce ratioming

W 23
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in 1856 and 1957, Incressed emphasis on
small and medium abe workings should help
to meet the Increasing demand for househodd
use,

All. Light Induréry. Light Indostry, al-
though becoming more diversified, progressed
much more gowly than heavy industry during
the Firgt Five Yoar Plan, although most pro-
ducticn goils were nitained. Moet inoressss
in Mght Indusiry production during the First
Flve Tear Flan came from 8 greater uillizs.
tion of existing facilitles. Although addi-
Honal eapacity has besn developed in the cot-
ton taxtile Indusbry, thére has been consid.
erible under-utilzation of capaeity during
the last thres years because of shortages of
raw materials,

Al Regional Dipersion of Indusiry. The
Chinese Communlats plan & more balansed
distribution of economle activity thronghout
the territory of China within s period of thoes
Five Year Flans (1653-1087). But they made
relatively liktls headway toward this poal dur-
ing the First Five Tear Flan, There was an
even gresier concentration of Industrial pro-
ducticn in the old Jndustrial arean a8 & result
of reconstruction of exdsting indusiria] plant
and of bullding of new Industry in ihese areas,
KFew construction was apparently guided
largely by the fmct that these areas have
known sources of raw materials and fusl, da-
valoped transportation facilities, and & supply
of akiled labor, More than 80 percent of total
investment in China's iron and stesl industry
was allocaled to northeast China during the
Flan and half of the 150 industrial projects
carried oul with Bovist aid are baing locatsd
in this opo reglon,

Ald, Tremsportation. Deaplte recurrent trad-
fic congestion, the transport system has been

other types of carrlers are intrensing their
proportlonate share of the losd. The follow-
ing tabulation of estimated total frelght ton-
kllormebers carried excluds inland and soastal
junks and carts and pack mnimals:

SECRET.
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TAHLE I
laa 1a57
(TR Elftion
Lo ton
fidio- Kiie-
mstera) %  molers) =
Itaibroads 03 s 148 Bs
Fpads i LB 879 13
Inlend
Waleranim L 5.3 189 0a
Coawtal
Bhipping (1] 73 111 T
TOTAL MEl 0 0 e T80

Chinese Communists probably in-

only to expand thelr coastal mar-
marine operation, but also o enter to
exteni into the carriage of thelr In-
Lernationel trade, especlally with other Asan
couniries. The regime Is alen
planning an expansion of Yenpgtzs River braf-
fic and Yellow Sea constal shippng to rofleva
siraln on the rallroads.

EF

major cities, but the goal of & natlon-wide air
network 5 ool expected to be reached untii
the third Five-Year Plan,

A18. During the first four years of the First
Five Year Plan emphasis was placed on build-
Ing new rall lnes, parthoularly io the West
and Northwest, (See map.) The rall line to
the Soviat Unlon I‘.'h.l'ﬂl.lgh H[ﬂl;l.lml prm
has progressed beyond Yo-men, the ares
which contains the lergest proved indigenous
source of erude oll.  The irans-Mongolian line
& itha Saviet Unlen has been completed, which
In additbon to providing & shorter rall connec-
ton belween Ching proper and the Edropean
U8SR, hes permitted an Increass in Chinsss
economlc relations with Outer Mongolia,
Another porten of the future north-seuth
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trunk line in the west has been

beiween Faochl, on the Lanchow Hne, and
Cheng-tu in Ssechwan Provinee. The regime
also completed the strategic rall lins from
Ying-tan (on the rall line bebssan

and Changsha) to the east coast port of Amoy,
However, the regime wea forsed fo curtall
work in 1657 on new [nes and to put smphass
an and Imcressing the capacity of
exisiing lines in the high density uae sectora
In the North and Northeast, In part, this was
done to alleviate the critical tie-ups whish had
developed in certain sechions of the system in
1656, und in part becauss of the necessity gen-
erally to reduce investment spending in 1857,

ALY, The supparting role of palbive transport
In Chine remains very tmportant, A recant
artizle by the Minister of River Fleet of the

Agricultural Production

AlS, During the First Five Year Flan, we estl-
mate the oulpul of food ross 10 percent® to
188 million tens grain equivalent, with grain
Crop area increasing about & percent (includ-
Ing double eropping) mnd per hectars yllds
rlalng sbout T percent, Colten prodoction in-

"The afcial Chisess Communist Bgurd b4 30 per-
:}ﬂh'lﬂlﬁ“hltnmm tha metusl Fate

e
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creassd by about 25 percent, with the area
planted in cofton expanding by about 3 per-
cenft and the ylelds per heetare increasing by
abont 22 percent

AlS. The maln factor to which this sgrieul-
tural expansion 16 sredited hes been the mio-
bHEabon aof ldie and underemployed ruzeal
labor fof Inereased cultlation work and land
mprovemints, which was accelerated after
eollectivization. Irrigaled land reportedly in-
cremsed by one-fifth to 37,000,000 hestares
and extensive fiood control and sall conserva-
Lon measures were undertaken. In mddition,
chemion] fertilieer wers ralsed fram
233,000 tons ko & penk of 2000000 tons in
1958, providing o spall bub importsnt addl-
blom to soll fertllity. Roral eoal suppliss wers
mars than tripled to a peak of over 25,000,000
tons In 1858, permitting grewter use of siraw
and other by-produsts as fesd and fertiiizer,
Improved sends wore developed and by 1657
wefe reportedly sosm cm 40 percent of the
grtln acreage, 80 parcent of the codbon acre-
kge, and 30 percent of the oll seod scTeage,
There bes also been an inereass in khe spply
of farm tools, ard same progress wiks made in
cofitralling erop peats,

A20. The growth of agricoltoral producthon
was adversely afected in certain respects by
the colieciivization of the pefsants. It upsst
the production and market organimton in
the farm aress and reduced the produckion
of cortain prodicts.  Moreover,
ithere Eas besn & sharp dechine fn draft anlmal
power per erop hectare, due to an inoresse In
ke acrespe under cullivation without & cor-
responding Inerease in draft animals, and to
the Luck of care given them by the colleclives,

AZL The Chiness Comminbels have had con-
slderable dificully in raising Hvestock prochue-
Bon. Catbls ame tha major source of draft
power ¢n China's farms and hogs are the
major sounce of meat in the diel of the popu-
Intlon. OfMelsl concern has been great, but
planned increases have pob been reallzed
Although the number of hogs increased from
& low of B4 milllon in 1858 to 114 milllsn in
mild-1857, It still fell short of the 1957 target
af 138 milllen.

25
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Foreign Trode ond Economic Relations

A2l Forelgn bride hes betno an lmportant
factor in Communist China's Fiset Five Year
Pian, and has sopplisd fmpartant quactities
of militsry equipment, capltal goods, and
easentlal raw materials To obiain the neces-
sary mporis, the focelgn trade policy was to
expand exparts as rapidly as poesible in ordar
Lo fnance n grester volume of imports, and
to limit imports to esseniial commodides
During the perfod 1953 to 1957, balance of
paymenty pressures inereased, reflecting the
cezsation of Boviet loans, & rise in forelgn debt
eervice, contlnulng high foreign-ald comemlt-
ments, and declining recelpts from forelgn
expenditures in China and fram Overseas Chi-
nese remiltances.  As & result, although ex-
ports approodmataly dousbled belwesn 15832
mnd 1657, imports rose by only a third. Trade
with ibe Bloe accounted for about 78 percent
af total trads.

AR, Imports during this peried totalled al-
most 26,2 billion yuan. Of this total, approxl-
rrutely 3.2 billion yuan was fnanced by So-
wiet credits — military credits accounted for
2.2 billlen yukn, or roughly § percent of total
imports, and economic eredits accounted for
maboul 1 hillion yoan, or 4 pereant of total
tmports. The composition of mports s esti-
maked taly aa follows: machinery
ind equipment (Including miitary equip-
mnak), 60 percant; aw materisls 30 percent;
and consumer goods, 10 peroent,

AZd. Experis are estimated at approximatety
233 billion yuan during 1053-1087. Agricul-
buril products and products processed from
agricultoral raw materials sccounted for
about TH percent of total exports, with ex-
porie of mining prodocts, machines, and (6.
dustriel products contributing the remaining
25 percent, The small decline in exports in
1956=1857, which apparently eaused the Chi-
nese Communisis to decreate imports in some
degree in 1837, was pariially due fo & drop In
exports of foodstuffs, exporis which largsly
would have gone to the USAR,

Population, Manpower, and Consumption

AL, According to the Chiness Communists,
the popalation of China at the end of 1987

ol
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was 840 million, compared to aboit 5T6 mil-
tom at the end of 1652 Tt was not untll
about 1956 that recognitiom of the danger-
oualy onrmow margin bebween the miss of
growth of agriculiural cutput and population
chused Communisl Ching's leaders Lo changs
their doctringl guklook from one of pride in
greater popalation to the need for population
cantral. They are now developing prograns
to reduoce the birth mate. 'We expect popula-
tioo growth rabs to fevel off at about 2.0 to 2.6
pereenl. AL Uhbs Fate the population in 1982
would be about TOE-T24 million and, by 1657,
Ta0-818 milicn. To mny event, the popula-
Upn Increasy during the Spcond Plan perisd
will coniinue o press heavily on the supply
of food and consumer goads

ARl This population growih nob only poses
o problem of food supply but also the probiem
cf malntaining full employment with squita-
bie income distribution, The employment
calepary of fectory warkers and offics
stafl — the only calegory open o major per-
centags Incrende — 13 sUll Hmited to 24 mil-
lian, and enly §.2 milion parsons were added
to these categories durdng the First Five Year
Plan sgaiost & totel population increnss af
85 milllon. The Communists have evidemnced
awnreness of thelr growing employment prob-
bem and have plans to use mors Investment
funds on projects which mazimize employ-
ment, Various steps have been taken {o abif-
fem the policy preventing peasant migration
into the clties and even to transfer large num-
bers of present urban residents back to the
cotniryelde. The latter polickes wibl serve to
lpwer average income of the rural population
but will not inerease agricultursl eubpit snce
rural laber is already excessive

Sciantific Development

AT, During the past year Communist China
has reemnphisized ibs polley of vigorous devel-
apment of sclentific research,  Although thers
wis metrenchment in mest other Gelds in 1957,
the Chinese Academy of Sclences budget was
ralssd] ome third, and 0 establshed over a
dozen mew research Inetitules and lsborae-
tories. Euch emphasis has also besn expressed
in organizational changes, expansion, and in
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revised policles in higher education and frain-
ing of researchers. However, the amount of
gignlilsant research work contioues o ba
emall. Bclentifle manpowes resgurces have
improved only slightly, and the regime has
that educational polieles have
niot produced sufficlent numbers of graduates
quallfied for advanced sclentific training.

A28, Educational policies in higher education
have been revised fo place more emphasis on
guallty, Curricala are expected to be rede
signed fo provide a broader and more funde-
mental education rather than the pressnt
highiy speclalizsd type. The Chiness Acad-
emy of Belences sent 129 stodents to the USSR
in 1858. In addition, the Minktry of Higher
Educatlon sent sboot 500 post-graduates last
year, of whom perhaps 200 may be trained as
potentlal ressarchera.

AX). Truisning programs In the Academy of
Belences, the universities, and the USSR will
probably sxpand gradually 5o as to produce
by the end of the estimate period some 3,000
4000 rew people with potentlal for being
productive in scleniific research and develop-
ment. This gradual expansion weald doubls

11 (Continued...)
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the number mow belleved Lo be af research
nnod devclopment callber, Highly competent
sclentists will, however, emerge much mmore
glowly, the present estimets l= that asnly a
few hundred will be sdded by 1982 to the less
than 1000 pow avallable.

AS0, Wi believe that a trensltion period has
now arrived in which the utilization of Com-
murist China's sclentific resouress in support
of economic and mitltary development will
pradually change, Wheresa ths sclantific
effort 15 new concerned with low-level indus-
frial testing, frouble shooling, and mssimiia-
tiem af imporied foreign bechnology, we expect
that Communist China‘s developmental capa-
blilky by 1982 will be compatible with the kevel
of i3 imporied foreign technological proc-
essea.  This work will be concentrated In the
applled figlds listed in the 1Z-year plan for
roesearch and development: nuclear energy,
slecironics, metallurgy, power, cte. By 1662
we may also expect some basic research re-
sults which will go sermpwhat berond the
backlog of research experience broughd back
by Chinest sclentists from Weatern labors-
torles
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COMMUNIST CHIMA'S MILITARY ESTABLISHMENT

A, Ground Forces
Bl. Dusing the pericd 1955-1967 Commurdst

BECRPT

B3. However, in February the Chinese Com-
munisis announced thelr Intention to with-
draw all thelr forces from Morth Eorea by the
end of 1058, Two armlesy have already been
withdrawn, and it appears probuble that the
remaining forces, which include three armiess
and beobal aboot 200,000 men will ba wiih-
drawn in 1958 as announced, A survey of
present troop dispositions indicates south

Camronnist defansive capabilities in Korea are
weakened by the withdrewal of Chinese Com-
munist woops, the apeed Wwith which forees in
Eores could be reinforesd from China leaves
the relative capabilifies of UN and Commuindst
forces in Koren essentially unchanged.

B4 There has besn & congldershls turnover
of ground force personnel &3 clder and phys-
lenlly unfit men have been by con-
BcTipts. The milltary Bervice Law of 1058
provides for & three-year term of sarvice under
the milltary conscripten system and the
establishment of & reserve.  The groand force
enllsted personnel, with the exception of &
nucleus of non-eommisionsd officers, now
conalsts of selented conscripts, who are frained
in modetn wurfare with modern weapons,
The trainiug cyele beging with basic training
in the spring and appesrs to progress to regl-
mental and divizlonal sise mancuvors by the
following =inter. The service school system
for officers and non-commissionsd afficers ap-
pears Lo ba concentrating on retrainlng o the
refinements of modern warfare, Highes-level
siafl colleges am also in operation and both
junier and senicr officera may be detalled to
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TABLE IV
THE CHIMNESE COMMUMIET GROUTHD FORCES

Dnits _Estimated Strangth

2)575,000 Tolal
Armies kL 47500 eneh
Davliong
Infastry 1 14,800 ench
:mww
Humtwwﬂiﬂ
limnd.l'&mhn
Ju'hlﬂ-llﬂn
11
llﬂnudm
. nttaton
| 1¥Sl-mm AT guns
lﬁllnt : oo regiment
11 M aemuly guas
ApEsnred 3 L) sach
) medlam tanks
ln:J-.'r:rll.hh-
B ealf-prop guna
Farachuts 1¢mm;.-=n.mum
Cavalry E.000 ench
Fald | ench
108 Dlices up to 192-mm nan
Epeimal laumaher ] 3 wch
Tax1d3i-mm muilipie rockst lmenchers -
T = A
18 Bpht b mediom pena . A
Public Becurity b T2 sush
" To dals anly 3 of the 114 iofanisy divislons wre belleved 46 hawe Ehe tank-
l-—mlmml-
(I addiiisn, the %:unwup
mnd artl dl’ I-d-lh“ﬂ..ln.ﬂ lnduﬁu.t
mumﬁwmﬁﬁm mokor Lrazeport, 5 g Ay g ey e
eppropriale milltary schools In the Boviek B Alr Forces

Dnicn. The reserve neludes conseripts who
have completed thalr military service, grad-
uales of resérve tralning programs In the high
schools mnd onlversitles, and cffcers released
from actlve duty, After 1658, the ressrve will
confiain at all {lmes sbout fwo milflon men
who have had active military service within
the prevhous three years. The Chinese Com-
munists are probably capable of effectively
and rapldly mobilizing this ressrve for ackive
duty,

BS. Communist China's alr arm & heavily de-
pendent vpon the Sovlet Unjon for planes,
equipment, supplies and iraining. Copse-
guently, il tactieal doctrines and sommmand
and logistle relatim clossly ressmble thoss of
the Sovlek Union. Tihe alr forc: and ihe saval
plr force conatltufle s reasonably developed
and improving alr arm, Their personne] are
young énd vigorous. Marale Is high, The afr
forees @re organlzed Into bamber, fighter, at-
tack, and loansport anlts which could operate

SECRET 1
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nists may have o few jei medium bombers
Communist Chinese alr intercepiion eapa-
bllity will improve during the next five years
83 the programs are carried out to improve
communlcations, to acquire additional high
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Ing. Operationz| effectiveness of the bomber
fores ia reduced by such factors ma electronle
equipment of limited eapobility, which under
other than visupl or fdeal radar condlibons
affecls bombing eccuracy, and by the lask of
combal experionce.

TABLE ¥

THE THINESE COMMIMNIST ATR ARM

PRiwY Hon-Jeta

Eh“ﬂw

B8, The principal strength of the Chinese
Communist Navy consists of four destroyers
and 16 mubmarines. All of thess vessels, with
the exception of three submarines assembled
in Chine, were trunaferred from the Boviet
navy during 1854-1855. Large-acals eer-
ciscs, including anti-submarine and probably
amphibious operations, have been held in the
Yellow Sea. During 1687, units of the flest
were at sea mere often and for Jonger periods

of time than previously, indicating & probabla
Inerease In eperating effectivencss. Rocksb

135



NIE 13-58 Communist China, 13 May 1958

11 (Continued...)

-E_Ej.ﬂ'l" ANNEX B

installations on Janding craft have been con-  elass motor torpedo boats (PT). Nearly all
firmed, and thers i evidence that training in  of this new comstruction b5 eoncentrated in
atomie, biclogical and chemical warfare has  the Shanghal shipbullding complex. The only
been inltiated, known naval shipbufiding outside of the
Shanghnl aree la submarine chaser construc-

' ton mt Whampoa and possible PT boal con-
Eechrica) astistancs hom the Borist Doy, Siction at Wuchang on the Yangtze Rirer
AL fiost Fpwia o aked and Whampoa, In addition, the Chiness ship-
g Ju, S o prefabric yards are rapldly increasing the numbers and

Union were assembled in Chl- s of merchant ships under construction.

nese shipyards, however, increasing num-

bers of component paris are belng produced it

in China, including propulsion equipment,

Eteel plates, and dectronke gear, Five clomes THE CHINESE COMMITMIET NAVY *
M?ﬁpm have h-.lJ].l Ldnti'?:i.#i} wm “"’E (bncludes 3,006 naval air)
far the largest and moaf Importun of hese pormarines i

shipa are the W™ class submarines (S38) and  Palrol 214 Il'l.b:ﬂmﬂﬂilﬂ-h':.l-nl.
the "Riga" class escort vessels (DE), Other and & FC

Identified new construction ineludes “Kron- mm .

Madi". cinss submaring chasers (PC), T-43

class fleet mineswespets (MSF), and “P-=6 *For nawal alr strengih see Table ¥,
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CASTRICTS and
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