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PROBLEMS AND PROSPECTS
IN COMMUNIST CHINA

THE PROBLEM

To establish where Communist China now stands in its do-
mestic situation and foreign policies, to identify the major prob-
lems it faces, and to estimate probable developments over the
next two years or so and, where possible, further ahead,

this improvement reflects relatively moderate, pragmatic policies
which have replaced the excesses of the “leap forward” and com-
mune programs. With good luck and good management, the
economy could within the next couple of years resume a rapid
rate of growth approaching that of the First Five-Year Plan,
though it is likely to fall short of this. A eritical question over
the next five years will be whether the Chinese Communist
leadership will sustain a pragmatic course in the face of its
strong ideological compulsions. Unsound doctrinaire policles,
bad weather, and other unfavarable factors could combine to
cause complete economie stagnation. (Paras. 1-6, 11-17)

B. Though discontent will persist and could increass if the
economic situation deteriorates, we do not believe that dissidence
mﬂjnfmmmtummmmenmmm

C. Communist China's economic difficulties and the drastic
reduction of Soviet cooperation have lessened the relative effec-
tiveness of Communist China's military establishment. Never-
theless, Peiping still has by far the strongest Asian army, and
this is sufficient to support the kind of relatively cautious foreign
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policies Peiping has ac been conducting or is likely to con-
duct during the next two years. It will almost certainly not
have a militarily significant nuclear weapons system until well

beyond this period! (Paras, 18-23)

D. Peiping's dispute with Moscow springs from basic issues of
incompatible national and party interests, and the Chinese Com-
munists show no signs of relenting. Public polemics may be
damped down on occasion, but we do not believe a fundemental
reconciliation will take place, The Chinese will almost certainly
continue to attemnpt to expand their Influence st Soviet ex-
pense in the underdeveloped countries and to turn Communists
throughout the world against Khrushchev and his policies. A
formal schism could cecur at any time, although the chances are
reduced by each party's great anxdety to aveld the onus of having

split the world Communist movement. (Paras. 24-30)

E. Communist China's foreign policy will probably continue
generally along current lines. Peiping will remain passionately
mntl-American and will sirive to weaken the TS position, espe-
clally in east Asia, but Is unlikely knowingly to assume great
risks. China's military force will probably not be used overtly

DISCUSSION
l. THE ROAD TO 1963

1. The sltustion in Communist Chine s a Htile better than it
been during the past two ysars. However, the effects of {ll-advised

! Thin guestion will be discussed In detall In NIE 13-3-83, “The Chiness Comsmu-
nist Advanced Weapons Program,"-LTOP SECRET) io be published scon.
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on manpower, thalr only readily available surplus resource, they suddenly
and summarily organized the peasants in mid-1058 Into huge super-

callectives —commuones—that were to repulate every phase of

bHve activity in the roral arems. Afb the same time they embarked

an all-out, frenstle drive for indusirial and agricoliural
under the bannper of "the great leap forward™

8. This sharp divergence from the Soviet model was part and
of & developing Binc-Boviet dispute over a broad spectrum of military,

economie, diplomatle, and fdeclogical questions, By mid-1058,
nese leaders had apparently become convinced that the USSR

Intend to satisfy Chiness desires respecting advanced weapons, indos-
{rial development, and great power status. Thoy Inltiated sharp new
departures not only in economic development but in military programs,
What was particularly galling to the USSR was Peiping's growing
logical assertiveness. Communist Chinese leaders became increasingly
eritical of Moscow's International policies. By the end of 1860 the USSR
had responded by withdrawlng most of lis techulelans, Boviet dellveries
were declining sharply, and the rift between China and the Boviet

Union hid become wide and deep.

4. Communist China has paid a staggering price for thess assertions

port,
disiflusioned peopla to move the counkry forward.

B. The past several months have shown slgns of mprovement,
food sltuation eased somewhat in the summer of 1982, a3 & result
better weather, agricultural decentralisation, and an increass in private
plotas and “fres markets™ There has been & rise In the production of
agricultural support goods (eg., tools, pumps, and ferbllizer). Thess
developments, and others such as the one-slded victory over Indlan
forces on the Himalayan border, appear to have improved popalar morals

somewhat and have probably recoced the dissidenca potential.

o
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Mao's prestige and pre-eminence over his colleagues,

8, The Chiness Communist regime will almost certainly continue
to adhere to Its own brend of communism end to remain very much
antl-U8, The charscter amd direction of i domestie policles over the
next two years are, however, lass gertain. Baginning in 1080, Chinese
leaders have relaxed pressures and controls and removed many of the
coercive fealures of the commune and “great leap forword” programs.
In the past lew months they have begun to intensify policical pressures
and controls aimed at incremsing central direction of the economy and
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opportunities.

pushed political and sconomic controls too harshly or too far or if food
supplies decreased sharply. We doubt, however, that conditions will
deteriorate so far in the near future as to precipitats widescale resist-
ance. ‘Taipal is unlikely to recsive decisive popular support for any
military efforts short of & major invasion which had established mamen-

creased. mmmmﬂmmm
of to . m-piu?.mnfh ey b
years (o come, & population growth rate that ngain
rise to a3 much as 2.5 percent & year. )

12. During the past five years, however, Communist China's economy
has been grievously mismanaged. The leadarship has been handleapped
by inadequate economic training and experience, limited by a narrow
doctrine, and misled by fanaticlsm. The Second Five-Year Plan was
abandoned In its infancy in favor of the uncoordinated frenzy of the
"leap B * In sddition, several consecutive years of very bad
weather and the abrupt withdrawal of Soviet ecomomic and technical
cooperation further upset the economy.

13. Following the chacs of the past five years, Pelping has apparently
decided to go ahead on schedule with & Third Five-Year Plan to cover

272
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ment is necessary to enable China to feed its
prerequisite to & vigorous and rapldly growing heavy industry.

14, In any avent, the outcome of the race betwean growth In mgricul-
tural produstion and growth in population will be constantly in doubt.
In 1842, population stood at 60 million above the 1857 level, while grain
produection had no more than regained the 1057 level To soccesd in
agriculture over s period of years, Peiping must not only minimize the
depressing effecta of collectivization and Jowered Incentives but stimuo-
late production with increasing amounts of fertilizer, improved seed,
better diseass end Insect control, better water conservancy, and more
modern tools and techniques. It takes time and money to develop
these resources and ufillze them efectively. In the meanwhile, the
critical factor may well prove to be Pelping’s management of the peas-
aniry. The outlock i3 mot bright in this respect. Communist agri-
culturnl management has demonstrated ftsel! In China, as elsswhere,
to be a damper on productivity.

15, In Industry there has been 2 modest improvement In performance
in recent months, aecording to the scanty evidence avallable, The cur-
rent stress on quality controls, coordination among Industries, and the
gearing of output to actual needs will, if continued, probably place In-
dustry on & sounder, mofe rational basis. 'I'.I:.-nudmrgm:utnlru-
vida incenitlves for labor and ltems for export has Induced
ﬂmﬁﬂlﬂﬂﬁrmmﬂmmﬂmﬂmammm
do not directly support agriculture or national defensa, 'What i needed
for g large inérease in Hght Indusirisl production is not so muoch new
investment as resctivation of presently idle capacity; this, In turn, de-
pends on increased supplies of raw materlals from apriculture,

18, The margin between success and failure will remalin so sfim, and
the variables g0 great, that any estimate of Communist China’s overall
economie future must be general and tentative, If the regime continues
to pursue relatively moderats and rational policies and if it has reason-
ably good luck with the weather, the Communist Chiness should enjoy
continued, though modest, recovery during the next year or so. This
will result larpely from returning §dle capacity to production, and it
will probably be accompanled by improvement of product quality, more
effective coordination of the allocation of resources, and better malinte-
nance and repair of equipment. Owver the longer run, the Imponderables
Inorease, and & wide rangs of developments s well within the Hmits

: et
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of possibllity. We belleve that the upper limit of what Pelping can
achieve over the next five years, with the variables generally favorable,

the graln of Peiping's doctrine. mu-ummgmlmmﬂngm.
“modernity” and the dectrinalre Communist compulsion toward rapld
Industrialization militate against lasting primacy for agriculture. As

19. Pelping almost certainly intends to achieve domestle production
of all necessary weapons and materiel for Its armed forees, It has &

"Annex B sets forth Order of Battls figures for Chinest Communist alr, naval,

end ground forces.
‘ ?
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20, Our knowledge of the morale of the Chiness Communist
b minimal. From Chinese documents we know that morale was low
during the depth of the food shortages (late 1960, early 1061) when the
troops were underfed and overworked and were distressed by the even
greater suffering of thelr families, Mersures taken to eass the situation
of the troops and to provide special rations o their families appeared to
improve morale beginning in the latter half of 1961. ‘The Chinese troopa
In the recent Binc-Indian border fighting displayed no indleation of

22. Pelping's milltary pollcy has always been characterized by cautlon
In undertaking initintives in the fues of superior power, Henee the
decline in the relative affectivensess of its military equipment and weapons

is Ukely further to temper Peiping's polley, especially in eircumstances
where It might confront US armed power or US-equipped Asian air forces,

However, the Chinese Commundst Army will continue to be the strongest
in Asla and to provide a powerful backing for Chiness Communist forelgn
policy. ‘The Bino-Soviet dispute will probably place additional demands
on Chiness military dispositions and eapabilities, since on@ of the con-
sequences of China's new “Independence™ from the UBSE will be the
need to keon o closer weich than previously on the long China-Russia
border—which the Chinese still consider a “diffcult" and “unsettled
gquestion.

2. Advanced Weapons' Peiping appears determined to achleve a
nuclear and balllstic missile capability, and in time it will almost cer-
tainly do so, though it is not Wkely to acquire & militarlly significant sys-
tem until well beyond the period of this estimata. Tn the ghorter term,

* This gubject will be treatsd fully in the forthcoming NIE 13-3-83, *Onmmunial
Chins's Advanced Weapons Progrm,” (TOP SECRETL.

8 J’W
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mmmwmm:mmmmamunm-
clear devies as a toward developing this capability and In the ex-
pectation that this would boost morale at home, rtrm;ﬂimtheugim
claim to world power status, end Ingpire fear in Its Asian
mmumhmm:mmﬂmmmmmmnm
will severely tax the regime’s economic and technieal resources.

D. Sino-Soviel Relations

24. We belleve that Pelping's continued willlngness to challenge Mos-
cow's leadarship in spite of the costs and risks involved is based prin-
cipally om ths following elements:

a. A conviction that Moscow's policles are inimical to Communist
China's pational interests, and in partlcular that Moscow wishes to
retard or prevent Communist China's development as a leading world
power. The Chiness Communist leaders see Moscow's unwillingness
to confront the U8 as involving the postponement of such national goals
a3 the selzure of Talwan. These differences are compounded by the
xenophoble emotions inherent in the Chinese raclal, nationalistie, and
cultural pride and practices,

b. A determination that Pelping must be accepted as &n equal partner
In the formulation of Bloe policies.

Increasingly
abandoning elassle revelublonary and destroying the
mﬂihn:;rutﬂnmrldﬂmuﬂnmmi“uthnmmpu~
ticularly cutraged at what they interpret as attempts to temporiza with
the U8 arch-enemy.

d. A conviction that in the pressnt historleal stage the victory of
communism will be won chiefly in the underdeveloped areas of the
world, and that the militant "path of Mao Tee-fung™ provides the best
blueprint for the struggle in these areas,

e A conviction that Moscow's “revislonist” polleles are unaccaptable
to significant elements in other Communist partles (particularly those
partles out of power) and even in the Soviet Party itself, This factar,
together with restiveness in many partles to Soviet domination, prob-
ably nurtures the conviction of the Chinese Communist leaders that
they will inevitably prevatl,

25. The present Sino-Boviet relatlonship can be characterized as one
of de facto break. The fwo regimes have long been at odds on a wide
range of lesues. Party and state contacts between them are minimal.
They are engaged in competitive proselytizing within the world Com-
munist movement. During the past year, polemics have become in-
ereasingly bitter and explicit. There are even some indleations of grow-
ing tensions along the Chinese-Russian borders.

_sgaaet” 9
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border, to keep some limits on hostility, Both sides probably hope that

eventually, perhaps after the departure of the rival leadership, the
other will see reason and maks the critical concessions necessary to re-

store unity.
27. Bilateral Bino-Soviet discussions of differences may take place In

porize and avoid & dramatic and adverse denouement of the Sino-Soviet

conflict, but will feel obliged to resct forcefully if pushed hard enough.
Thos a formal break is pessible. It is also possible that at any time

'E
;
:
:
E
i
:
{
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20. Continuing estrangement will almosi certainly cause Khrushchey
Increasing embarrassment within the CP8U, and also lead to mere com-
petition for adherents and Influence thropghout the world Communist
mmummﬁmmmmmﬂu;ﬂw
CER truth, su , And example., Peiping already appears to
have displaced Soviet influence in North Korea. Morth
continue to aitempt to prodt from its “neutralizm.” but
drifting toward Peiping. In Cuba, it 15 likely that the Chinese
encourages Castro to reject Soviet advice which conflic g

E

not only of pro-SBoviet factions but of Soviet interests and influence in
those countries. We definitely do not expeet the balance in the world
Communist movement to shift to Peiping in the next two years—or,
perhaps, ever,

relations with Pelping. Indead, even If there were a formal Bino-Soviet
break, the USSR would aimost certainly intervene in any US-Chinese

E. Foreign Affairs

31. Peiping ls engaged In a struggle with Moscow for influence in the
Communist Partles of the underdeveloped nations of Asia, Afries, and

because of thelr own experience, thelr correct intarpretation of Marcism-
Leninism, and their status as & nonwhite, non-European people who
have been vicllms of imperfalism, According to Pelping’s reasoning,
when these nations are brought nto the “Boclalist camp,” the Western
capitalists, deprived of their captive markets, will be unable to retatn
their positions of power, and socialism will triumph.

32 Pﬂphgmnpimmmuulmng-umnbﬂnuwtm:tpm-
ent It lacks the capability to bring sbout. It can provide very little ma-
terial aid o Communist revolutions except in countrles on which It
borders, e, Laos. - Thus a lmited and somewhat opportunistic policy

}aﬁ m
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38. During the next two years, Peiping will remain sctive in south-
east Asia. In Laos, Pelping will continue to encourage and aid North
Vietnamese and Pathet Lao efforts to dominate the country. There is
already & Communist Chinese presencs in the eountry, and the nucleus
of & Chinese-bullt road network 13 designed to incresse tles to malnland
China. These roads could also facilitate the movement of Chinese
treops If an eruption of fighting in Lacs were to bring US or SEATO
forces Into the srea. Pelping will encourage and support subversive

e
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tensions In the Federation of Malaysia, In some parts of
southeast Asla, tise overseas Chiness provide an instrument for Peiping,
but they are un in the host coontries and in many areas appear
to be less than formerly to Peiping. Peiping's long-range

38. Communist China will continue to exert considerable influence in
Asla, almost regardless of developments in iis domestic and foreign
policles, The depressed conditions of Ufe in China heve somewhat tar-
nished the image of China held widely in Asta, However, this effect will

89. Fear will also ba Increased by detonation of Communist China's
first nuclear device, though the psychological impact will not be as great
a5 would have been the ease had the Chinese detonation come suddenly
a few years ago. Initially at least, most Aslan governments will maks
new and most earnest Inquiry into U3 intentions for thy defense of east
Aszia and the western Pacific.

40. Pelping’s intense anti-Americanism is deeply rooted both In Com-

280
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cessors. Pelping remained antagonistic toward the West even In the
winter of 1081-1862, when the regime's fortunes were In many ways at
their lowest ebb and 1t had fears for its own security. The regime might
make minor concesslons for expediency, but In the foresesable foture ik
will almost certainly not abandon itz basic anti-American attitude,

14 S}D{
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j T
ANMEX A

ECOMNOMIC
l. ECONOMIC PERFORMAMNCE IN 1942

1. In 1862, the moderate economic polisles adopted In the winter
1860-1861 were continusd. Private sctivity in agricalture and in

trade was still permitted. Major industrial goals included the
of production to support agriculture and the expansion of

creases In output per worker, and on better care of equipment.

2. The communique issued after the 10th Plenum of the Sth Party
Congress, which met secroily in Peiping on 24-27 September 1962, sug-
wummmtmmmm:mm

ening up of discipline In economic affairs is considered necessary to

direct and mob{lize resources as o condition for & more

opment effort. To thess ends, the party appears to have decided (a) to

retaln recent emphases on more conscrvative

policies
Indusiry, policles which are similar to those that prevafled in 1957; (b)
to retain the “leap forward” and “communes,” at least as concepts; and
(e} to permit no further retreat in collectivization of agriculture, and as
& corollary, to restrict private “capitalist” tendencies in the countryside.

3. Economle information, either officlally released or Indepanden
acquired, continues to be extremely fragmentary, MM$
advances in some areas of production in 19632; refuges, diplomatic, and
mwwmﬁ:mmmﬂmrmm
mﬂmmmmmmthumhrutmmﬁmhmm
pleces, together with Pelping’s more optimistic outlock sinee September,
suggest moderate Improvement n an extremely dificult situation. Even
mwmmm:mmmmmmmmm
sector of an ecopomy that probably ls no more productive than it was

in 1957,
A. Agriculture

4. A slight Ineresse In production of grain appears to have cccurred
In 1862,* but from 1960 and 1961 levels which were abnormally low. Pro-
duction of grain in 1962 is catimated to have been on the general arder

"Our estimates of output are based primarily on weather although
muﬂmmmu:mmﬁmmmm

wipplies of chemibeal fertillper also have been taken Inbo consideration,

ym’

282

J

output

Hght Industry, bandlerafiz, and the mining and timber industries. Em
phasis was placed on Improvement of quality, on coet reduction, on
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of the 185 milllon metrlc tons harvested in 1957, when the populstion
was about 10 percent amaller, The average diet in the 10062-1863 con-

sumption year has probably improved above that of the previous con-
sumption year, largely as the result of Increased production on private
plots. The food situation remains stringent, but no longer desperate.

5. The expected level of grain Imports by China In the 19621963 con-

the “leap forward,” which produced neglect and abuse of
shoddy constrretion, and wasteful imbalances in the capacity of inter-

SRR
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depindent enterprises and industries. Greatly compounding all thess
problems wes the withdrawal of Boviet technlelans, the drop in Sino-
Bovlet trade, and the drying up of opportunities for study in the USSE
gnd Eastern Europe. The cumulative effect of thess handicaps has
been serions,

10, Many Industrial plants are producing far below capacity. The
renuson for this situation in lght Industry is clear: the inability to obiain
the necessary raw materials from sgricultore. The explanation for
idle capacity in heavy industry is more complex.  Some hesvy industrial
plants—for example, aircraft, shipbullding, truck, and chemical fertilizer
plants—are producing below capacity becanse of the lack of spare parts,
koy components, raw materials, or technieal expertize. These deficiencles
exist in the plants themselves or in industries supplying components and
raw materials. In addition, the drastic cutback in the investment pro-
gram and the sharp decline in industrial output has lessened the need
for basle heavy Industrial items such as steel, eleciric power, comstruc-
tion materials, and some types of machinery. In the industries support-
Ing agriculture, however, especially the chemical industry, additional
plant and managerial-technical persomnel are sorely nesded.

11, We balieve that factories producing military equipment have been
able barely to keep up with peacetime attrition on some important items
af military squipment, Production rates at some existing facilities may
have recovered somewhat from the low levels of 1060-1961, bub except
in the elecironie field we believe that lttls or no headway was made in
the program to modernize the equipment of the armed forces. Almost
certainly, no significant additions were made to the capaciies of indus-
tries producing conventlonal armaments.

12 It is estimated that the total evailability of petroleum products in
Communist China in 1962 was slightly less than in 1850, the last year
for which there is reliable data, but supplies apparently were adequate
to meet the essentlal needs of both civilian and milltery conswmers,
though on an susters basls. OF the total supply, about 70 percent was
produced domestically, as compared with 50 percent in 1989, Commu-
nist China, as far as is known, has not produced aircraft fuels exeespt
on & trial basls, and continues to rely on imports from ths USBSR. The
Chinese, however, have the capability of producing jet fuel, although
such production would necesserily reduce output of other petroleum
products, and difficultles with quality probably would be encountered.
China prolably does not have the eapability to produce high-test aviation
gasoline and certain high-quatity lubricants.

C. Foreign Trode

13, The reduction in agriculiural products avallable for export, the
deterloration in Sino-Soviet relations, the cutback in Investment, and
the decline of industrial output have combined to lower China's total

SECRE¥- 17
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of gpare parts for trensportation equipment probably improved ligtle

if at mll
E. Educolion ond Science

15. In the fall of 1003, the regime drastically curtailed student anroll-
ment ab all levels and closed many substandard schools, As a result,
some five million high school and college-level students were thrown
on the already safurated labor market, This has caused great disap-
polntment among students and thelr parents. The drastic decision to
retrench wis undonbtedly a difficuli one for the regime to make; if was
probably taken to aveld & further diminotion In the quality of edoeation,
but it may sventualily lead to even greater disillustonment and resent-

ment.
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18. A comprehensive 12-year plan for sclence, which was to have run

17. The Chinese Communist leaders seem to have dmwn confidence
from having weathered the extreme crisls of the past three years and
have entered 1863 In & mood of cautious optimism. However, they fore-
cast no major increases In production In 1063, and are hoping for an
“upsurge” in 1964 if all goes well, hinging on their success in securing
further increases in grain cutput while restoring production of indus-
trial crops. Their foreign trade negotiations also seem polnted
1964; their trade missions in western Europe have frankly stated that
they are exploring equipment avallabilities on which firm import
cisions will not be taken before the fall of 1963,

de-
18. While only modest economic growth at best is expected in 1063,
the outlock for 1664 and 1085 is obscure. The generally depressed agri-

§

forelgn trade relations, and heavy foreign debt service obligations, |
seems unlikely that China can organize the domestic and foreign re-
sources for & rapid increase In investment. But even withoot increased
investment, greater utilization of presently idle eapacity could Increase
Industrial output by 5-10 percent a vear In 1964-1065.

B. Fulvre Economic Policy

18. Communist China’s economle prospects depend heavily on whether
the leadership In Peiping will postpone its goal of transforming China
into & modemn Industrial and military power long enough to insure a
safe margin in agricultural production. A Communist stale has never
before given first priority to agricultural development. The leaders

f‘ﬁ 19
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have certainly been burned by the catastrophic failure of the 1958-1960
“leap forward” and will presumably be extremely chary of risking a
repetition. The composition of the leadership's top echelon remulns es-
sentially unchanged, however, and its record is such that e return fo
radical, politically charged programs cannot be ruled out. The likell-
hood of & return to such programs will increase in the longer term if
progress toward cherished goals appears to lag.

90. In November 1862, several high-ranking officlals, Including four
Politburo members, were appolnted to the Btate Planning Commission,

confronting the regime would ssem to preciude detalled long-term plan-
ning. mlmumﬂiﬂ.rlnhu:mnﬂmd.quﬂlhﬂunthnthm

would probably view it as an important instro-
ment for attempting to inspire confidence, unify the country, and gal-

nor can they be expected to bear frult on any seale within less than
& decade. Furthermore, it remains to be seen just how much effect
the recent steps toward centralization will have on the cruclal question
of peasant incentives.

D. Industry

23, Current emphasls on Industries producing goods for agriculture
and for consumers is Hkely to continue for at least the next year or so.
Some branches of heavy industry that cannot now produce enough to
meet the requirements of the priozity sectors of the economy are lkely to

N
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terlals for light Indusiry, and Industries that will help to broaden
Chinese technological capabflities. The latter group of industries will
be needed to develop a native capability for producing & wide variely

24. Prospecis for resuming industrial growth are contingent on re-
covery in sgriculture. If agriculture recovers, even to a level repre-
senting less than the per caplta output attained In 1957, industrial pre-
ductlon could be pushed rapidly for a year or two because idle capacity
exists In many indusiries Affer existing capacity s put to use, how-
aver, growth in Industrial production would slow down If present goals—
which stress variety and qualily rather than quantity—are retained.
Yet if present goals are reversed, agriculture and, possibly, popular re-
sponses, Wil suffer. In any eveni, the slogan of overtaking
Britain in 10 to 15 years In total production of basic
is now dead. Bimilarly, the regime has dropped iis o
producing 40 million toms of crude steel by 1867, and probably would

E
i

E. Foreign Trade

16. Prospecis for major Increases In forelgn
becauss of Pelping’s heightened desire for autarky.
suggests that Bino-Soviet trade in 1963 will continue &t no more than
the low level of 19682, Although Chins plans to to
munist world Lo replace some Bloc sources of machinery,
probably will be selective, Moregver, because of forelgn exchange sirin-
gency, the Chinese will probably seek to import technology mainly by
mwxm.mwﬂmmﬂﬁgmmum

meching bullding Industry backward to
take a rapid bulldup of industrial capacity.

26. Further disruptive effects on China's economy would follow a
complete Sino-Soviet break, but the Chiness eonld recover from this
if they were willing to pay the economic and political costs of
their trade with non-Bloc countries. Of the total Chinese
exports to the Soviet Bloc in 1861 ($700 million), approximately $350-
Hﬂmﬁnmﬂhﬂdhmﬂmmﬁumm;lw
million would represent Chinese debt repayments to the USSR, no
longer required. The Chinese could import from non-Bioe countries
mamwmmﬂmmmmmaﬂmammlm.
and nearly all of the machinery and equipment, the POL, and the

;06 2
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same time training and development programs of sufficient depth and
scope must be undertaken to overcome China's backwardness across a
wide range of disciplines. Communist China has isclated itself from
much current sclentific development throughout the rest of the world,
except indirectly through sclentific journals
30. Communist China's research and development effort still suffers
from & very critical shortage of sclentific and technical manpower in
the upper levels of competence and experience. Almost as critical is
of experienced sclentlsts capable of independent research
th abilities below those of the top rank; these are the men who
form the main body of researchers In a mature scientific community.
On the other hand, China is much better supplied wilh persons trained

22 ﬁﬁ
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.fs
88 techniclans and highly speclalized engineers, China had & great
need for such types and has used them in providing technical sarvices

to the economy, partleularly In engineering development work aimed
at adapting foreign designa and p- -esses to condltions in China.

31. The total number of college gradustes by itself ls Impressive—
over one milllon, with nearly 600,000 in sclentific and technical flelds,

inclung medicine and public health., These Agures in themsalves,
however, are nit true Indicators of China's research and development
capabilitles because the average quallty of the graduatas Iz not high,
Communist China is belleved to have some 2,000 to 3,000 highly quali-
fied sclentists in research and development. Among the sclentific lead-
ers and the maln body of experlenced sclentists and technologists, there
exists a useful degree of competence In practically all sclentific and
enginesring flelds. The reglme thus has the resources to assemble a
team of researchers competent to attack almost any objective, but not
enopgh to men many teams effectively at the same time.

32. The regime’s new attitude toward research and training is prob-
ably producing an improved environment for research and development
angd ghould permit reasonably effective sclentiflc nnd technological sup-
port during the next few years,

G, Population

33. Regardless of what approach the Chiness Communists may take
to economic recovery in the next five years, the population pressure on
food resources will confinue to be 8 major underlying problem. The
rate of population growih averaged an estimated 2.4 percant from 1953
through 1958, slowed down to 1.5 to 2.0 percent in recent years, and
probebly will rise if average diets Improve. Marxist doctrine would
make It awkward for the regime to push an all-out birth eontrol cam-
paign. Even if this were not so, Peiping may feel it could do little to
control the birth rate effectively, especially in rural areas where social
bellafs are hard to change and medical services are poor. Since the
spring of 1062, a Jow-key campaign has besn conducted in urban areas
to encourage late marriages and family planning, but this policy will
have only & negligible affect on the natlonal birth rate within the next

[ P 24 omiHed - muhhuﬁu]
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ANNEX B

ORDER OF BATTLE TABLES
TABLE 1

AIR FORCESR
(Az of 1 Aprid 19630

HUMBER* TOTAL

ol oo
80 o
81s —_—
s 1,710
L] 40
100 _—
ITe LY
15 200
48047 | 80 -
CAB .... 58 P
COACH | x5 ——
COLT ... = —_—
oooT ... 2 —_—
CRATE . 1] 172
TOTAL ETTT
CONAF
FAGOT . «» Fighter 170 —
FRESCD . Fighter (Day) ™ —_—
FRESCO D ... Fightsr (Day) n o
BAT .... +» Light Bomber 5 e
BEAGLE | .. Light Boeber 150 154
CAB ...., «+ Transport 18 -_—
COLT .... ¥ «+ Transport B8 —_
CRATE ., - Transport & =]
MADGE ... .. Reconnakesnes 10 b}
TOTAL ATR FORCE PERBONNEL ..., ...... 2000

* Figures rounded to pearest five
"FRESCO D has o limited all-wenther capability,

“In nddition, o unit of 30 MIG-15 (FAGOT) bs specially trained In ground
tazi MlMHlﬂﬂﬂummmhmnﬁmmuw
range and lead-sarrving charmeterisiics,

ﬂ? 25
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TAELE 2
HAVAL FORCES
(Ax of 1 April 1)
gHITS
TYFE/CLASS TOTAL ORECGIN n"nu.m
Oid Destroper G RDTT" i Baviol ranslers Obsolescent; bullt o 1M1,
Destroyer Esnact/ RIOA" . L] Chinsas-bufli Extenaive Sowled technics] and ma-
terial sssistamcs mvolved,
Bubmarkne™ W ... ... an Chiness=bualli Extemalvs Soviet technies] and ms-
or terial sasisinmon invobred. Com-
-] pletion of 4 uokts following Govied
wiibdrawal i beleved to have
betn accomplished by the Ohi-
TEML
Bubmoring~B-1" . _...... 4 Boviet iransfers Chaclescent; bullt In 1L,
Bubmarine M-V _....... 3 Hervint transfery Comstal swhmarioe. Obsobescant,
FATROL
Patrol Bscort/Varleos ..... Tpken ower In 1848 Al of WW-II (or eacllac) design.
Classes
Babmarine Chasery .. 8 unkts Boviet Lrans- Boviet ald nesded for Chinese-bailt
"KROHNSHETADT™ fers; 19 units Chi- uniks.
nese-bullk
" ... 70+ Boviet transfers ‘uniky
"HRANOHAT™
Maler Ounbeat .. ...-.00. H Chinesg-muirk Boma Bovlel components ussd for
Chinsss-balll unfla
MINESWEEFERS
Fleol Minesweeper/ ....... " 13 Chinese-bullt Boviet pld Invalved In Chiness pro-
b 9 Boviet translers grEm.
Minerwoepers, Constal & Taken over in 149 08 Ww-II deslgn.
100d)
Mineswesper, Anxillary ... 1] Bome Chiness-bulli; Limited o In-shore mireyweaping.

sama tAKER over
1n 1048

201
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TABLE 3

GROTND FORCES
(As of 1 Aprll 1083)

:
g"
-—--=|.EIIH

& antitank regimenta
88 S-mm Lo 100-mum AT guns
Barder Delenss and Miltary Internal Securdty Divizlons .. 18 & 7000

I —

HOTE: The Ground Forces are organkred into M armles and & number of inde-
pendent divislone and other anits

28 ﬁm
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