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LETTERS OF TRANSMITTAL

JULy 8, 1975.
To the Members of the Joint Economic Committee:

Transmitted herewith for use by the Joint Economic Committee,
the Congress, and the interested public is a factual and analytical
study of the economy of the People's Republic of China entitled
"China: An Economic Reassessment." This is a compilation of invited
papers designed to meet the interests of the committee and the Con-
gress in an up-to-date body of factual data and interpretative com-
ment on the state of the domestic economy of China, including the
record of its recent experience in economic development and its rela-
tions with the outside world.

Early in the Great Proletarian Cultural Revolution the Joint Eco-
nomic Committee released a pioneering, two volume assessment, en-
titled "An Economic Profile of Mainland China" (1967). As the
People's Republic of China began to relate more with the world com-
munity through its membership in the United Nations it seemed appro-
priate to supplement the earlier study by a presentation of information
and analysis that has become available to the various Departments of
the Federal Government. Therefore the "People's Republic of China:
An Economic Assessment" was released by the committee in 1972.

China, the largest nation in the world, remains both an enigma and
a potential factor in world stability. Certainly, the Chinese economy
is a subject of primary concern, and we have an obvious and com-
pelling need of knowledge on the subject. This extensive compilation
was organized by the staff in the hope that it will help to serve this
need. It covers all of the major aspects of the Chinese economy and
should provide a valuable source book for further committee studies
of the subject. It is our intention to follow this study with hearings at
governmental and nongovernmental experts may testify , thereby help-
ing the Congress to obtain a clear view of what is taking place in China.

In the wake of United States withdrawal from Vietnam and Cam-
bodia, it is especially timely that we review all aspects of our policy
with the People's Republic of China. Such a review may also be useful
in guiding the Congress toward a new, more informed role in foreign
policy formulation. Many of us have been fortunate enough to travel
to China recently to view the people and talk with the Chinese leaders
first hand. This comprehensive volume will add depth and insights to
those impressions.

Our earlier volumes provided a factual basis for better understand-
ing of the economy of China. We hope this volume will not only update
this earlier effort but provide a current reassessment. The sources of
information on China are still limited but better than during the
earlier studies.

It is hoped that this volume, drawing on research at universities,
research institutions and in the Federal Government, will serve as an
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aid and a stimulus to all scholars working on this subject. The com-
mittee is deeply indebted to the scholars from Government and aca-
demia who gave so generously of their time and expertise to the com-
mittee. They are listed in the executive director's memorandum to me,
and I would like to take this opportunity on behalf of the committee
of expressing our gratitude for their invaluable efforts without which
this study would not have been possible.

Finally, we wish to take this opportunity to express our gratitude
to the Congressional Research Service for making available the serv-
ices of John P. Hardt, who helped to plan the scope of the research
and coordinated the contributions for the present study.

It is understood that the views contained in this study are not nec-
essarily those of the Joint Economic Committee nor of individual
members.

HUBERT H. HuMPHREY,
Chairman, Joint Economic Committee.

JULY 3, 1975
Hon. HUBERT H. HUMPHREY,
Chairman, Joint Economic Committee,
U.S. Congres&, Washington, D.C.

DEAR MR. CHAIRMAN: Transmitted herewith is a volume of ma-
terials on the economy of the People's Republic of China entitled
"China: An Economic Reassessment." The study has been prepared in
the form of a symposium containing a series of selected papers con-
tributed by invited specialists who are recognized authorities on China.
The specialists in question have been drawn from the ranks of the uni-
versities here and abroad, private research institutions and the several
departments of the Federal Government and the Library of Congress.
The papers they have submitted, in response to our request, cover the
broad range of topics dealing with the recent performance of Chinese
economy. Included among these topics are economic policy, the defense
burden, agriculture, transportation, industry, population, the environ-
ment, technology transfer, international trade, financing, Sino-Japan-
ese economic relations, and foreign aid.

The Joint Economic Committee undertook an earlier study, the
two-volume "Economic Profile of Mainland China," to provide a
basic body of information on the economy of Communist China. In
1972 the committee released a compendium entitled "People's Repub-
lic of China: An Economic Assessment." The current study is in-
tended to supplement the earlier studies by a presentation of informa-
tion and analysis that has become available to the various Government
agencies during the last several years.

Tt is hoped, furthermore, that the facts and ideas presented in this
survev of available information will help to shed light on the alterna-
tives facing the United States in ordering our relations with the Peo-
ple's Republic of China within the foreseeable future. The shape of
these relations is certain to be significant both for the internal devel-
opment of China and critical to the issue of war and peace in the
world.

The contributors to the study have been most considerate of our
needs and generous in giving of their time and expertise to provide not
only basic information but indispensable analytical perspective on
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this important subject. The individual scholars who have participated
in the preparation of the present study are:
Arthur G. Ashbrook, Jr. Sydney H. Jammes
Martha Avery Young C. Kim
Nai-Ruenn Chen Nicholas Lardy
William Clarke' Ian H. MacFarlane
Jack Craig Leo Orleans
Frederick W. Crook Dwight Perkins
David L. Denny Thomas G. Rawski
Robert F. Dernberger Carl Riskin
James D. Egan Charles Robert Roll, Jr.
Alva Lewis Erisman Jon Sigurdson
Robert Michael Field Eugene A. Theroux
Carol H. Fogarty Alfred H. Usack, Jr.
Angus M. Fraser Bobby A. Williams
Hans Heymann, Jr. Kung-Chia Yeh

In addition, the committee received the wholehearted cooperation
from the following agencies of the Government, private research in-
stitutions and universities:

Brookings Institution
Bureau of East-West Trade, Department of Commerce
Columbia University
Economic Research Service, Department of Agriculture (Con-

sulate in Hong Kong)
George Washington University
Harvard University
Office of Economic Research, Central Intelligence Agency
University of Michigan
Library of Congress
The RAND Corporation
University of Lund (Lund, Sweden)
University of Toronto (Canada)
National Council for U.S.-China Trade
Queens College (New York City)
Scandinavian Institute of Asian Studies (Copenhagen, Den-

mark)
It should be clearly understood that the views expressed in these

papers are those of the individual contributors and do not necessarily
represent the positions of the respective executive departments, the
Joint Economic Committee, individual members thereof, or the com-
mittee staff.

The Library of Congress made available the services of John P.
Hardt, senior specialist in the Congressional Research Service, who
helped to nian the scope of the research and to coordinate the contribu-
tions for the present study.

Mr. George D. Holliday of Congressional Research Service assisted
Dr. Hardt in this task. We are also indebted to Professor Alexander
Eckstein, on leave from the University of Michigan who conducted
a monthlv luncheon meeting at the Brookings Institution during the
course of nreparation of many of the papers for this compendium.
That luncheon seminar and the useful advice from Professor Eck-
stein was most helpful in the preparation of the volume.

JOHN R. STARK,
Execmtive Director, Joint Economic Committee.
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SUMMARY

By JOHN P. HARDT

Economic policy and performance are as important in the People's
Republic of China as in other major countries in the world. The eco-
nomic preoccupations of the Chinese leadership were illustrated by the
published reports of the proceedings of the Fourth National People's
Party Congress and the new Constitution unveiled at that Congress in
January 1975. The current Fourth Five-Year Plan (1971-75) appears
to be reasonably successful in meeting targets and providing for pri-
ority needs. This recent success, in part, reflects a climnate more condu-
cive to economic growth and efficiency than the disruptive earlier envi-
ronmients of the Cultural Revolution (1966-69) and the Great Leap
Forward (1958-61).

In a measured way China has also opened its economy to commercial
and technological relations with the West. Political normalization and
increased requirements for imports from industrially advanced nations
have together permitted and encouraged this modification of the Chi-
nese policy of economic isolation and self-sufficiency.

This volume follows two earlier compendia on the Chinese economy:
"Economic Profile of Mainland China" (1967), and "People's Repub-
lic of China: An Economic Assessment" (1972). Hearings related to
those earlier volumes were also published. The current volume updates
and expands the coverage of the earlier publications. The 28 contribu-
tors are more than double the number in the 1972 volume. The partici-
pants represent academic institutions in the United States, Canada,
and Sweden, various departments of the U.S. Government and research
institutions.

The compendium is organized into five sections: Policy Assessments
and Performance, Urban and Industrial Development; Rural and
Agricultural Development; Defense Economics, and Commercial Re-
lations. Some of the major questions addressed in the studies, with
indications of some of the answers, are illustrated below:

1. Has the economy of the People's Republic of China settled down
to a stable, continuous process of economic growth?

The performance of the current Fourth Five-Year Plan (1971-75)
is second only to the initial Five-Year Plan period (1953-57). Al-
though the recent performance should not be projected mechanically,
future prospects under a regularized planning process should seem
encouraging to Chinese leaders:

Outside of political upheavals, the main challenges to the Chinese economy
over the next 25 years will be to incorporate a more complex mix of products into
the system, to maintain a spirit of hard work and sacrifice in a generation with
no memory of national or personal humiliation, and to keep the lid on consump-
tion in an era of universal education and advancing technology. (Ashbrook, p. 21.)

Moreover, in spite of the disruptive past efforts of the Great Leap
Forward and Cultural Revolution policies on Chinese economic
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performance, political upheavals may not seriously affect long-term
performance:

Finally, as any observer of the Chinese experience over the past 25 years must
know by now, the Chinese leaders do not passively accept the unexpected, or ex-
pected, but underestimated, economic consequences of their policy decisions.
Undesirable or unaccepted results of one policy soon generate new policies to
ameliorate those results; the Chinese leadership has shown itself to be remark-
ably willing and 'able to experiment within the basic context of their ideological
premises and innovate with considerable ingenuity :to counter and eliminate the
undesirable consequences of their policies. (Dernberger, p. 470.)

2. Do improved access to China through exchanges, increased dis-
closure of economic data, and improved reliability of information per-
mit a better assessment of Chinese economic performance?

In sum, Chinese statistics in terms of their availability, reliability, and usa-
bility are fraught with problems and difficulties. From the vantage point of 1975,
the First Five-Year Plan (1953-57), particularly the latter half of it, may be
viewed as a golden period for Chinese statistics, although in those years published
Chinese data were by no means plentiful and of high quality by the standards of
advanced countries. Being kept in a statistical darkness for a decade, economic
researchers on China in the 1960's were nearly desperate as they reached the point
of no returns. The gradual resumption of some statistical outflows from China
since 1970 has opened new research possibilities. To be sure, there are many defi-
ciencies and pitfalls in Chinese statistics, particularly those published in recent
years. With patience, care, and ingenuity one could construct certain meaningful
estimates on the basis of the statistics that China has so far made public. (Nal-
Ruenn Chen, p. 68.)

Western professional demographic estimates on Chinese population
vary widely. The most authoritative United Nations' figures for 1975
indicate that it may be less than 830 million, depending on assumptions,
while it is estimated to be over 930 million by the Foreign Demographic
Analysis Division of the U.S. Department of Commerce. Tihe fact that
the last and only Census during the life of the People's Republic of
China is a distant base for estimates is part of the problem.

* * * Peking does not really know the size of China's population or the precise
rate at which it is growing. 4 * *

Perhaps the often-quoted statement by Li Hsien-nien to a Cairo newsman in
1971 and repeated, essentially, in 1972 to the members of a delegation represent-
ing Japanese airlines, summarizes the population numbers game best of all. Li
reported that the officials at the supply and grain department use a population of
800 million, the officials outside the grain department use 7.50 million, the Ministry
of Commerce "affirms that the number is 830 million," while the planning depart-
ment "insists that the number is less than 750 million." He concluded that "un-
fortunately there are no accurate statistics in this connection." (Orleans, pp. 70-
71.)

3. By provincial decentralization in planning has China developed
along an uneven pattern of economic development or has it followed a
balanced, more egalitarian regional development approach?

4 * * the Chinese adoption of the relatively centralized Soviet model of economic
planning was also partially determined by important distributional and equity
goals held by the leadership. The first of these was the desire to begin to realign
the geographic distribution of industry. The inherited pattern of industrial devel-
opment, in which industrial output capacity was concentrated in the Northeast
and a few major coastal enclaves, was viewed as the result of over a half-century
of foreign domination of the domestic economy. Their determination to reverse
this pattern of industrial concentration was motivated not only by strategic mili-
tary considerations but also by the belief that, in the long run, growth that led
to increasing regional disparities in the level of development was not politically
acceptable. Secondly, the leadership was committed to insuring a more equitable
distribution of government services. In large areas of the country in 1949 there
was a virtual absence of health care facilities, education institutions, and other
important social services. (Lardy, p. 96.)
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The 1950's saw substantial change, but recent data indicate that from 1957 to
the 1970's there was little change in the relative shares of the regions in the gross
value of industrial output. (Roll and Yeh, p. 81.)

An analysis of central-provincial fiscal relations provides empirical evidence
which suggests that the central government continued to exercise broad planning
powers and that this has had a profound effect on the character of Chinese eco-
nomic growth. This evidence suggests that provincial planners have not had a
substantially increased role in determining the allocation of the country's eco-
nomic resources and that, as a result, economic growth since the decentralization
has not been characterized by a strong pattern of regional self-sufficiency. In fact,
the degree of geographic redistribution of resources carried out by the Chinese
central government is rather striking, particularly when compared with other
large, less developed countries such as India. (Lardy, p. 95.)

In summary, it is our opinion that several factors have led to equal aggregate
output growth despite an investment balance in favor of the interior. These are
input constraints in the textile industry, derived demands for coastal output gen-
erated by inland industries and agriculture, emphasis on self-sufficiency and new
product. * * * emphasis on the coastal areas for development purposes suggests a
pragmatic approach to the full utilization of resources to attain more than one
goal. Moreover, if China's leaders had not adopted the policy favoring inland
areas, China almost certainly would have developed as a dual economy. (Roll
and Yeh, p. 93.)

4. Is it too early in its development process for the PRC to concern
itself with its envirowment?

There is no such thing as a safe prediction for China, but it does seem that
because of this combination of wisdom and "luck" China will not experience
the type of environmental degradation that is now present in most of the
world's industrial nations.

China has been wise because very early on Mlao Tse-tung recognized that the
long-term success of economic development required that the people be pro-
tected from the hazards of environment and that the environment be protected
from uncontrolled abuse. This resolve was based on very practical rather than
strictly ecological considerations-long before the limited fad for ecology grew
into a major international concern. Mlao firmly believed that the basic physical
needs of the population-good health, good water, adequate food-were prereq-
uisites to any and all other national goals, hence, the early policies to improve
sanitation and health and to make the land more productive. Only after these
needs were largely achieved could environmental concern turn to some of the
important, but relatively less pressing, problems stemming from industrial
pollution.

"Luck" becomes a factor only at the implementation stage of some of the
progress. China is "luckyy" that more than four-fifths of her population is lo-
cated in rural areas, where lower densities and essentially agricultural pursuits
make environmental problems easier to manage. She is "lucky" that she does not
have an economy of abundance which is so damaging to the environment, but
rather an economy of frugality in which the "do not waste" ethic is relatively
easy to enforce since, of necessity, it is inherent in the society. (Orleans, pp. 143-
144.)

5. How has Chinese industry grown? Is it likely to slow down in
the near future? [las Chinese industrial growth taken on its ourn
pattern of modernization different from both the Soviet and Western
indqustrialization models?

Industrial production in China * * * grew at an average annual rate of 13 per-
cent during the years 1949-1974. The experience in the 1950's was quite different
from that of the 1960's and 1970's. The average annual rate of growth during
the period 1949-1950 wvas 22 percent, whereas the rate for the period 1960-1974
was only 6 percent. * * *

Despite accumulating structural problems and the poor performance in
1974, industrial production in the remainder of the decade should get back to
the recent growth trend of 8 to 10 percent. * * *

Chou singled out the Fifth Five-Year Plan period (1976-1980) as crucial for
the attainment of "front rank" status for China by the end of the century. The
basic economic problem for the People's Republic of China is to boost the growth
rate of grain production well above the rate of population growth. The degree
of success the Chinese have in promoting birth control and in raising agricul-
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tural production will be important determinants of the rate of industrial growth,
influencing, for example, the amount of investment resources that can be spared
for tle expansion and modernization of heavy industry. (Field, pp. 149, 159.)

6. How does the Chinese system of industrial management differ
from that of other industrial nations? With a continued deferment of
increases in consumer goods availability, how are workers' incentives
and increased labor productivity attained?

China's system of planned socialist industrialization aims at rapid transforma-
tion of the economy by mobilizing resources to raise output for investment and
defense as well as for consumption. Consumer preferences, including individual
desires for leisure both on and off the job, occupy a distinctly subordinate posi-
tion in the constellation of official goals.

In light of these objectives, our evaluation of performance in China's post-
1949 industrial system must be broadly favorable. The preceding survey has
shown that reliance on administrative rather than market control over resource
allocation has contributed to China's achievements in raising the level, changing
the structure and compressing the real cost of industrial output. This finding
draws support from favorable comparisons of industrial growth in China and
in other large industrial latecomers, and also from the revealed preference of
the industrial democracies for nonnmarket distribution of essential resources in
wartime, when resource mobilization and rapid structural change replace con-
sumer welfare as primary national goals.

It is entirely possible that with their relatively static product mix, modest
growth rates and markets which show signs of becoming less homogeneous as
personal incomes rise, China's consumer industries could benefit from a substan-
tial shift toward market-linked methods of allocation. But in the dominant
producer sector, the continuing prominence of ambitious targets, technical un-
certainty and unpredictable demand suggests that as in the past 25 years,
fundamental institutional change holds little prospect for improving the per-
formance of China's industrial system. (Rawski, pp. 196-197.)

* * * urban-rural differences still provide a reason for Chinese to become
industrial workers; that horizontal allocation of labor within industry is done
without much reference to material incentives; and that wage differentials tied
to occupation and skill stimulate work performance and skill acquisition only
in a limited manner.

* * * having been led to anticipate an important role for internal incentives
in industry by the relative weakness of external ones, we are finally drawn to
the conclusion that their function can hardly be distinguished from that of other
institutional features of the "continuing revolution" in China. It seems that
the clue to the motivation of the Chinese worker, as to that of any other, is
ultimately to be found in the threads that bind him to society. (Riskin, pp. 222,
224.)

7. Is China self-sufficient in oil and gas?9 Will the PRC become a
major petroleum and petroleum products producer and exporter?

The rapid emergence of the PRC as a major oil and gas supplier has
not only economic but geopolitical significance.

The emergence of the People's Republic of China as a major oil producer and
oil exporter is a recent phenomenon. Prior to 19,19, Chinese petroleum output wvas
insignificant. As part of its general program of building up industrial strength
and reducing dependence on foreign sources of supply, the new government
undertook an intensive exploration and development effort in the oil industry.
The payoff was the discovery in 1959 and the subsequent rapid development of
the huge Ta-ch'ing oilfield in Manchuria's Sung-Liao Basin. Additional large
discoveries-in the North China Basin in particular-have eliminated the PRC's
dependence on foreign oil, insured an abundant supply of oil for the moderniza-
tion of the Chinese economy, and enabled Peking to export sizable amounts of oil,
beginning in 1973.

The salient points * * * are as follows:
China produced 65 million tons of crude in 1974 and was the world's largest

producer, just behind Indonesia.
Proved reserves are conservatively estimated at 1.1 billion metric tons.

Proved plus probable reserves are estimated at 5.9 billion metric tons and
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could easily be 7.6 billion metric tons. Offshore reserves will add appreciably
to these estimates.

Current exploration is concentrated in existing fields and in the Pohai
Gulf. At least three jack-up rigs and perhaps a semi-submersible are work-
ing in the Pohai.

Exports of crude rose to more than 4 million tons in 1974 and should exceed
8 million tons in 1975, earning the Chinese more than $700 million.

In 1974, oil accounted for 17 percent of the primary energy produced in
China, up from 2 percent in 1957 and 11 percent in 1970. Industry and trans-
portation are the largest consumers of petroleum. Agriculture is consuming a
rapidly growing share, up from 9 percent in 1957 to 15-20 percent today.

China is the world's fifth largest producer of natural gas. Output in 1974
was approximately 60 billion cubic meters, 52 billion cubic meters of which
was produced in Szechwan Province.

Refining capacity at mid-year 1974 is estimated at up to 47 million metric
tons. The industry, whose technology is comparable to Western refining
industries in the late 1950's, satisfies China's product needs.

Since 1974, the People's Republic has added almost 2,000 kilometers of
new pipeline, largely to facilitate oil exports, and has invested heavily in
port and handling facilities and tankers.

By 1980, China should be producing more than 200 million tons of crude
oil annually of which approximately 50 million tons may be exported.

Peking is unlikely to allow foreigners to participate extensively in the de-
velopment of its oil resources. For the foreseeable future, dealings with out-
siders willl be limited to straightforward purchases of equipment, tech-
nology, and services. (Williams, pp. 225-226.)

Some Japanese sources expect oil exports to rise from the current
level of around 5 to as much as 25 million metric tons by 1978.

If PRC exports reach levels predicted by some Japanese sources they
could earn the following amounts (at $12.85 per barrel) in future
years: 1978-$4 billion (45 million metric tons); 1985-$9 billion (100
million metric tons) ; 1988-$12 billion (135 million metric tons).

By 1990 China may join Saudi Arabia, Iran, the United States and
the Soviet Union as one of the five major oil-producing nations if a
Japanese estimate of production of 450 million metric tons is exceeded.
(Kim, pp. 606-607.)

8. Are Chinese industrial branches, e.g., iron and steel, comparable
to similar branches in other indu~strial nations?

In its first 25 years, the People's Republic of China has made rapid progress
in developing the key iron and steel industry. With the help of the Soviet Union,
a number of large iron and steel bases were developed in the 1950's. Since then,
advances have been made on the basis of China's own efforts and selective help
from non-Communist countries. Some new technology has been introduced-
particularly the basic oxygen furnace which has increased production efficiency-
and the quality and variety of steel products have improved. Annual production
of crude steel is now in the neighborhood of 25 million metric tons, making China
the sixth largest producer in the world.

China has the potential for a much larger iron and steel industry. Three factors
have been holding back development:

China's domestic resources of iron ore and coal, although plentiful, are-of
a low quality and must be given special treatment. * * *

The Chinese had not yet trained a fully competent work force when the
Soviet technicians were withdrawri in 1960. * * *

Capital shortages in the general economy have led -to imbalance in the
iron and steel industry. For example, the mining sector has been allocated
a minimum of capital forcing it to operate in a labor-intensive fashion. * * *

The Chinese are moving to correct these deficiencies, mostly through imports
of modern capital equipment. Mining and ore beneficiating equipment and a large
steel finishing facility have been purchased in the last few years.

Installation of this equipment will take several years, and demand for steel
products will meanwhile continue to rise. Therefore, the present imbalances
probably will persist through the 1970's, with output rising at only a moderate
rate. Beyond 1980, progress in the industry will depend on how rapidly the
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PRC improves its own capacity to produce the needed machinery and equip-
ment and how willing it is to devote large amounts of foreign exchange to pay
for steelmaking equipment and technology. (Usack and Egan, pp. 264-265.)

China relies heavily on Japan for basic metal.
Since 1968 Japan has exported over one million tons of iron and steel annually

and China is Japan's becond largest customer (the United States is the larg-
est). Japan exported 1.4 million tons in 1972-7-8 percent of its total steel ex-
ports. Iron and steel account for over 40 percent of Japan's total exports to
China, being the single largest export item. 'thus, China is an important and
stable market for the Japanese iron and steel industry.

The large volume of Sino-Japanese trade in iron and steel can be ascribed
to several factors: the coincidence of China's increased demands and Japan's
production capacity; geographical proximity; the quality of Japanese product;
Japan's reputation for making deliveries on time; and a relatively low price.

Apart from the question of China's continued demands, there is some ques.
tion regarding Japan's export capacity. Japan's steel production will face nu-
merous difficulties environmental problems, energy problems, labor problems-
and may be unable to maintain its high rate of growth. (Kim, p. 608.)

9. Has China developed a modern domestic and international tele-
comrnmnications systemf? Is its development based on the expansion
of Chinese production capability, imports, or both?

For nearly a quarter of a century, the People's Republic of China has en-
gaged in a series of programs aimed at establishing a telecommunications sys-
tem that would meet the basic needs for the economy, the government, and the
armed forces. When the Communists achieved power in 1949, they inherited a
primitive and badly damaged telecommunications system. For the next three
years, the main task was to restore the system to its former state to satisfy the
most pressing communications needs of the new government.

By 1953, the Communists were prepared to expand the existing system and
to link the major provincial cities to Peking by open wire trunklines. Substan-
tial progress was made during the First Five-Year Plan (1953-57), although the
Chinese were heavily dependent on Soviet and East European equipment and
technology. In 1958, as part of the euphoric Great Leap Forward, Peking an-
nounced a new four-year plan to establish a modern telecommunications system,
complete with high-capacity microwave radio relay and coaxial cable trunk
routes. Shortages of material and equipment, the withdrawal of Soviet assist-
ance in mid-1960, and the general collapse of the Leap Forward forced the Chi-
nese to postpone their highly ambitions program.

After a pause in the early 1960's, expansion of the telecommunications sys-
tem was again given high priority.

Greater attention was given to the development of the electronics industry.
Complete plants for the production of electronic components and test instru-
mentation were imported from the West. The Cultural Revolution (1966-69)
caused a sharp but short-lived cut in industrial production. The adverse effect of
the production of telecommunications equipment was temporary, and the tech-
nological improvement and the expansion of the capacity of the electronics in-
dustry continued.

The most significant achievement during China's current Five-Year Plan
(1971-75) has been the construction of an arterial network of long-distance
telecommunications facilities to provide the transmission base for future in-
creases in the flow of conventional and specialized telephone, telegraph, and
video traffic. Other achievements during this period have been the spread of
radio, wire diffusion, and television broadcasting facilities and the establish-
ment of a nationwide television network. This has been accompanied by substan-
tial increases in the production of radio and television receivers and wired loud-
speakers. Progress also has been made in augmenting both facsimile facilities
and automating conventional telegraph operations as well as in enlarging and
automating telephone exchanges. These achievements have fulfilled China's basic
needs for long-range development of a domstic telecommunications system.

Progress also has been made in developing China's international telecommuni-
cations. Since 1972. three standard Intelsat ground stations have been purchased
from the United States. A coaxial cable link has been established between Canton
and Hong Kong, and agreement has been reached with a Japanese consortium to
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lay a coaxial submarine cable from Shanghai to Japan. Efforts also are being
made to improve the quality of radio telephone circuits and to expand inter-
national telecommunications by using the transit reiay services offered by major
world telecommunication centers. * * * (Craig, p. 290.)

10. How has the organization and performance of the construction
sector contributed to the formation of capital in the PRO?

In a developing country, construction typically grows faster than GNP. This
trend holds true for the People's Republic of China. Reverses, attributable to the
Great Leap Forward (1956-60) and the Cultural Revolution (1966-68), de-
pressed all indexes. Construction and industrial output were more volatile than
GNP: both fell further than GNP in bad times and grew faster in good times.

Current construction activity in China reflects the revised investment priorities
of iate 1972 and 1973, under wilich Peking is attempting to bolster deficiencies
in agricultural and industrial performance. Construction activity now features
industrial projects supporting agriculture, the buildup of electric power capaci-
ty, port and harbor improvements, and capital improvements in the raw mate-
rials industry (mining). China in 1973 contracted with Japan, the United States,
and Western Europe for $1.2 billion worth of industrial plants-mainly chemical
fertilizer and artificial fiber plants. In 1974, plant purchases were about $900
million, dominated by the steel rolling mill (more than $500 million) to be built
at Wu-han.

For the next two to five years, construction activity will feature industries
producing chemical products, raw materials, and electric power. This activity
will include the construction of the numerous foreign plants now under contract.
Construction in the mining industry will give priority to opencut mining, a technol-
ogy in which China has much to learn from the West. Construction of major new
facilities at international ports will parallel the expansion of foreign trade.
The steel industry will continue to have high priority in construction, with the
major emphasis on capacity to produce finished steel. The petroleum industry
has been speeding up its already fast pace. Development during the next few
years will give top billing to oil pipelines and to the opening up of offshore de-
posits in the shallow Pohai Gulf. (MacFarlane, pp. 314, 322.)

11. What are the limits or constraints on the growth of agricultural
output? Even with burgeoning population will the Chinese be able
to adequately feed and clothe their population?

In spite of serious attention and significant progress agricultural
performance remains a major economic variable. How well the PRO
will be able to cope with the problem of improved performance is a
subject on which specialists differ.

Peking has assured itself of grain for the medium term and has made the
sizable adjustments in investment priorities necessary for longer term solution
to the agricultural problem.

Major changes include:
Concluding multi-year agreements with Canada, Australia and Argen-

tina to provide a maximum of 4.8 million tons of grain annually through
1976.

Downgrading the concept of the small plant churning out low quality in-
puts.

Importing 13 large chemical fertilizer plants to provide firstelass inputs
and synthetic fiber plants to supplement supplies of natural fibers.

Intensifying work on capital construction projects to improve and extend
farmland.

Limiting sideline activities that might interfere with peasant obligations
to the collective.

Increasing the acreage of grain crops by expanding multiple cropping
and limiting the acreage of industrial crops.

The fertilizer plants are the key to China's agricultural development. When
the last of these plants come into operation in 1978 or 1979, China's supply of
nitrogen fertilizer will reach 8.0 million tons, double the current availability.
The giant increment in nitrogen fertilizer clearly will be a major shot in the arm
for agriculture although marginal returns will probably he low, at least initially,
because fertilizer will outstrip the availability of complementary inputs-effec-
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tive water control; very high yielding varieties of seed; sufficient trace elements,
phosphoric and potassium fertilizers of agricultural chemicals, etc.-necessary
for top yields. Even so, grain output could increase to about 300 million tons by
1980. Peking's use of its limited scientific capabilities to achieve practical short
term objectives (such as simple seed selection and crossing) rather than to do
basic, in-depth research (such as sophisticated varietal development) may prove
to be the most serious impediment to China's progress in modernizing agriculture.

Through the rest of this decade China will continue to rely on imports to
maintain consumption, especially in years of below-normal harvests. Moreover,
China's population and hence requirements for food and fiber for domestic con-
sumption will also increase. Even with the accelerated programs to modernize
agriculture, the PRC may not be able to attain self-sufficiency in both grain and
essential non-grain crops by the end of this decade. (Erisman, pp. 325-326.)

The problems that Chinese agriculture will have to face over the coming
decade differ markedly from those in other less developed countries. There are
no obvious and gross inefficiencies in Chinese farming that could be quickly
overcome if only the rural population would understand the needs to do so or
if an effective extension service could be created that could teach them new
methods. The Chinese extension service based in the commune system appears
to have been functioning well for a decade or more. Where in the early 1960's
there was a considerable 'backlog of new technology waiting on government
actions to supply the required inputs, there is no comparable backlog today. And
therein lies the problem.

At no time since 1949 have increases in Chinese farm output been achieved
with ease, but there is reason to believe that future increases vill require even
greater effort and an effort of a somewhat different kind from that in the past.
Future expansion is not simply a matter of digging more tube wells or pouring
on more chemical fertilizer although both will help. New breakthroughs are
required in the basic agricultural sciences in China and in the harnessing of the
irrigation potential of China's northern rivers. * * *

* * * it is clear that China's shift in priorities toward agriculture in the 1960's
was both real and large in scale. * * *

For all this outpouring of effort and resources, however, there was no enor-
mous leap in farm output. Agricultural production did rise. but at a rate only a
little above population growth if the 1957-1974 period is taken as a whole. Rural
incomes per capita did rise by more than this, but mainly as a result of the
improvement in the agriculture-industry terms of trade.

The main reason why agricultural growth has not been faster appears to be
simply that China is attempting to achieve large farm output increases under
basically unfavorable conditions. When land under cultivation cannot be
extended except at enormous expense and when inputs of fertilizer, water. and
labor are already being intensively utilized, the return on further additions of
these same inputs will not be high.

For the future, there is every reason to believe that Chinese agricultural
output will continue to grow although no major breakthroughs appear to be in
sight. To achieve this continued growth, however, some shift in emphasis in
China's agricultural policies is probably necessary. The silt problem of China's
northern rivers will have to be solved. There will also have to be a considerable
improvement in the quality of China's research in the basic sciences. These
changes appear to be wvell within China's capacities and they are likely to be
carried out if for no other reason than that China appears to have few other
options. China is simply too big to follow the lead of Japan or Eurone and rely
increasingly on imports to meet its food needs. (Perkins, pp. 350, 365.)

12. How is aqricudture in the PRC organized to provide incentives
and a neasture of efficency ?

China's commune system consists of four parts: commune; brigaude: team:
and household. This system, born in the optimistic fervor of the Great Leap
Forward in 1958, was reduced to a skeleton during the lean years from 1959-62.
but has developed greatly in the past 12 years.

Currently, China has 50,000 communes. about 25.000 less than the number in
existence in 1963. Essentially the commune level functions as the basic unit of
local government. This level is charged with the responsibility of procuring
grain, collecting taxes, providing public security. and reporting statistics and
information to higher levels. In addition, it formulates specific production plans
for its subordinate units after adapting policies received from higher levels to
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local conditions. The commune also provides leadership for the management of
water resources, construction, afforestation, and transportation projects which
require the direction and control of a large organizational unit. Moreover, it
manages local industries which produce consumer and producer goods for local
consumption. * * *

The persistence of the team as the basic unit and similarities in organization
and ownership patterns of contemporary communes with those in 1962 tend to
mask important changes which have taken place in the past 12 years at commune
and brigade levels. These levels provide more services, control more inputs, have
better trained cadres and stronger Party organizations than they did in 1962.
Indeed, there has been ideological pressure in the Party to abolish the team and
amalgamate households directly into brigades bringing agriculture one step closer
to ultimate socialization. This pressure, understandably, has been supported by
poorer teams desiring to increase their share of collective income. However,
pressure to change the status of teams has been arrested by the newly passed 1975
Constitution which specifically sustains the continued functioning of these units.
Moreover, the requirements of China's labor intensive agriculture necessitates a
unit similar to the team in size and organization, which can effectively manage
and motivate the farmers of China to produce the foodstuffs needed for this
country's huge and growing population. (Crook, pp. 366-367.)

13. Is regional, rural dispersion of economic activity in China a
result of economic or political choice or a product of necessity?

The encouragement of small-scale industries in rural areas in China is an
essential element of regional development programs which today focus on agricul-
tural development and diversification, local raw material utilization, resource
mobilization and long term employment impact.

However, rural industry in China is not a homogenous concept as it is the
outflo0v of two different strategy approaches. First, it is the logical outcome of a
sector strategy involving technology choices in a number of industrial sectors-
most of which were initiated during the Great Leap Forward or earlier. This has
required the scaling down of modern large-scale technology through a product
and/or quality choice combined with design changes in the manufacturing
process. Second, rural industry is part of an integrated rural development
strategy-also initiated during the Great Leap Forward-where a number of
activities are integrated within or closely related to the commune system. They
are often rooted in the traditional sector of the economy. and have often been
preceded by a long tradition of village crafts. Such industries are often based on
the scaling up of village crafts. The scaling up of cottage industries in China is
not based on improvement of technology alone, but the cottage industries have
been converted into modem small-scale industries through cooperativization, elec-
trification and access to low cost simple machinery. * * *

The justification of rural industrialization is economic as well as political.
Economic growth may, however, in the short run have been sacrificed because
of the need to transfer technical, financial and planning resources to rural areas
in order to start rural industrialization is likely to contribute to a more rapid
economic growth than would otherwise have been possible. Firstly, a decentral-
ized pattern of urban development is likely to lead to a less capital-intensive ex-
pansion of industrial growth, which is better adapted to prevailing factor
availabilities and relative factor prices. Secondly, if a majority of the rural
population-through integrated rural development-might be persuaded to re-
main in villages and expanding county capitals, this is likely to require less in-
vestment for expanding large urban centers. Thirdly, rural industrialization
provides the opportunity of simultaneously promoting agricultural and non-
agricultural elements in the same local areas and non-agricultural elements
are just as dependent on a thriving increase in farm output and income as the
latter are dependent on them. Fourthly, a rural industrialization which has
a strong core of local engineering enterprises is likely to play an important role
in any decentralized industrialization policy. (Sigurdson, pp. 411, 433.)

14. What does an assessment of Chinese military force development
and use of force reveal about the strategic policy of the PRC?

* * * The professional judgments on Chinese strategic policy have been based
on a review of the kinds of forces the PRC had developed and maintained and
the use to which these forces have been put. From this assessment. some central
conclusions have been reached:

51-174 0 -75 - 2
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(1) A primary PRC objective has been adequate physical security. Current and
future requirements are primarily to be prepared to meet substantial ground
incursions from the Soviet Union and to avoid Vietnam-type destruction of their
industrial and transportation systems.

(2) A secondary strategic policy objective is that of reasserting territorial
integrity over areas presumed to be integral parts of China such as the Paracel
Islands, Taiwan, and other border areas. Controlled communication by military
action on territorial issues characterized Chinese behavior in both Korea in
1950-53 and on the Indian border in 1962.

(3) A tertiary policy is that of extending Chinese power and influence. Cur-
rently the PRC views its neighbors not perceived as threats more as cushions or
buffers than targets. In the long run the PRC would probably like to sit at the
bargaining table as equals with the United States and the Soviet Union, but they
appear to be patient and realistic about attaining this Asian and global power
status (Fraser, pp. 438-439.)

15. What is the current buildup of Chinese military forces? Is their
defense burden onerous? What are the economic impacts of defense
expenditures?

Even though the Soviet Union continues to refer to the Chinese
economy as militarized since the break with the Soviet Union, Western
analysts see a different picture with "guns" tending to lose out in re-
cent years to "butter" or factories and farms.

China's military policy has called for large conventional forces and small but
growing nuclear deterrent forces. The three-million-man ground forces-the
world's largest-have been equipped and trained mainly for the military environ-
ment of the 1940's and 1950's, although an increasing proportion is being armed
with more modern weapons. The air force consists largely of obsolescent short-
range fighters, while naval forces have been configured primarily for coastal de-
fense. In short, China has deployed the type of conventional forces one would
expect from a developing country with a large population and a largely agricul-
tural economy. The conventional forces stress manpower and easily manufac-
tured weaponry in lieu of more sophisticated armaments.

China has also developed nuclear weapons for delivery by bombers and by
medium- and intermediate-range ballistic missiles capable of reaching most parts
of Asia. Longer range land-based missiles as well as a submarine-launched bal-
listic missile are probably under development, while work continues on what
is apparently China's first nuclear-powvered attack submarine (probably armed
with conventional torpedos). The development and manufacture of these weap-
ons, while limited in number, testifies to the mastery by the People's Republic of
much of the technology of a modern industrial nation. * * *

Over the past ten years, Chinese procurement of weapons has been character-
ized by a generally upward trend, with two periods of rapid growth-each fol-
low-ed by a decline. * * *

The first growth period occurred through the mid-1960's, as China recovered
from the effects of the Great Leap Forward (1958-60) and the withdraval of
the Soviet military assistance (mid-1960). Arms production had practically
stopped in the early 1960s, but by the middle of the decade the output of all
types of weapons had reached new peaks.

In 1966, just when armament production seemed to have recovered completely
from the Leap Forward, Mao launched his Great Proletarian Cultural Revolu-
tion (1966-69). The new' upheaval affected military programs in a variety of
ways, even though it w-as not the basically economic in nature as the Leap had
been.

The central authorities sought to insulate the defense industry from the dis-
ruptions of the Cultural Revolution. Nevertheless, political activity and fac-
tional conflict in the factories caused frequent disorders, occasionally of a pro-
longed and serious nature. Disruptions of the transportation and communica-
tion system led to delays in the delivery of raw materials, parts, and subassem-
blies.

A large number of leading Party and government officials were removed from
office, with a resultant decline in policy initiatives. The curtailment in military
productioli during the Cultural Revolution was not so severe or lengthy as during
the Leap Forward. By the second half of 1968 the worst effects of the Cultural
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Revolution on the weapons industries were over, and another period of growth
in defense production had commenced. Procurement appears to have risen
rapidly in the following years, with output in 1971 being more than double out-
put in 1967.

Since 1971, military procurement has fallen substantially. This drop has ex-
tended through 1974 and apparently is continuing in the first quarter of 1975.
Production and procurement of military hardware in 1972-74 has been about
25 percent lower than during the peak period of 1970-71. Much of the decline
retiects a sharp curtailment of acquisitions of aircraft, -but other weapons pro-
duction programs have also slowed down. The broad scope and long duration of
the decline suggests that it is not simply the consequence of a coincidental cut-
back in several weapons programs; rather, it is the result of some general cause
or causes.

While the picture is not yet clear, several interrelated factors apparently are
behind the decline in the production of weapons.

Because trends in weapons procurement correspond to the rise and fall of Lin
Piao, political events surrounding Lin's abortive "coup" in the fall of 1971 possi-
bly were a major factor in the decisions made in Peking. Official accounts of
the coup state that military units were to have spearheaded the takeover, and
it would not ;be surprising that the military establishment should suffer in the
wake of Lin's aborted conspiracy.

China's political leadership has exhibited distrust of the military forces ever
since the Lin incident. Shakeups in the military command structure have diluted
the provincial civil authority of senior military leaders and may have reduced
their influence on budget allocations as well. The background of this civilian-
military tension lay in the Cultural Revolution when the military leaders
moved-or were drawn-into the vacuum left by the fall from power of so many

Party and government officials. Speeches and appointments at the Fourth Na-
tional People's Congress of January 1975 may indicate that the process of restor-
ing the more normal subordination of the military to the Party is nearly
completed.

Disputes over economic priorities and budgetary allocations may in themselves
have played a part in bringing the Lin crisis to a head, although direct evidence
for this is thin. China's leaders may have decided that military programs were
preempting an ex-orbitant amount of resources without significantly improving
the country's military posture. Many of the weapons that China has been pro-
ducing-such as the AIIG-19 fighter-are fast becoming obsolete; additional
numbers would not appreciably improve China's overall defense capability. More-
over, the Chiixese policymaker must realize that the United States and the U.S.S.R.
'have an overwhelming superiority in both strategic and tactical arms and that
even an all-out production effort by 'the Chinese would not redress the military
balance of power for many years to come.

At the same time, Peking probably feels that it now has sufficient nuclear and
conventional forces both to deter the Soviet Union from attacking with nuclear
weapons and 'to discourage the Soviet Union or any nation from attacking with

conventional forces. Furthermore, in the minds of the Chinese leaders, ithe threat
posed by the United States has decreased as well. Thus, Peking may reason that
production of some kinds of military hardware should be cut 'back and the re-
sources put to other uses-certainly until later models are ready for large-scale
produetion. Such a reallocation would not mean a reduction in Chinese forces, but
rather a slower rate of military modernization.

The leadership thus may believe that in the long run a strong economy would
do more to strengthen China than would a bigger military buildup at this
time. * * * (Jammies, pp. 459, 462-464.)

Given the constraints presented by China's resource endowments, and present
level of development, however, China's military potential and capabilities still
derive from China's manpower resources. Thus, in terms of manpower alone,
China's armed forces are on a par with those of the two major superpowers (the
United States and the Soviet Union) and are slightly larger in size than the
total armed forces in NATO. In terms of modern armaments and supporting serv-
ices, such as air and naval power, however, China ranks far behind the major
superpowers with annual defense expenditures less 'than one-fifth those in the

Uniited States and the Soviet Union and less than one-half those in the NATO
countries combined. In terms of annual defense expenditures per man in tlie armed
forces. therefore. the comparison shows an even greater gap between China and
the other superpowers.

This atypical mix of manpower as against modern, sophisticated, weaponry
and air and naval power explains why China has been able to provide the third



12

largest military force in the world, even though China is an underdeveloped
country. In absolute and aggregate terms, China's economy is the seventh largest
in the world, but its per capita income is still less than 200 U.S. dollars. The
emphasis on a manpower intensive military in a labor abundant country such as
China, therefore, has only served to keep with manageable limits the economic
burden of China's recognized military capabilities. Given China's desire to equip
its armed forces with some modern weapons and to provide a creditable military
threat by means of carefully selected modern weapon systems, however, means
that the economic burden of China's defense expenditures still claims a significant
share of China's production-about one-tenth of China's total GINP. To put it in
the popular terminology, China's emphases on manpower in its military strategy
has allowed the Chinese to obtain the biggest bang for their buck, but to obtain
that bang they will have found it necessary to spend a significant share of the
bucks they have available.

* * * On the margin, additional defense expenditures-especially those on mili-
tary hardware-require the use of high priority inputs from other sectors where
scarcities and imbalances already exist. For example, an increase in -the level of
defense expenditures or change in their composition in favor of more military
hardware reduces -the potential supply of producer's goods for civilian use, the
demand for which is increasing rapidly; reduces the supply of exports and in-
creases the demand for imports, although the Chinese balance of trade has re-
quired China to use its scarce holding of foreign exchange in recent years; and
would reduce the potential standard of living of the civilian labor force which
is already relatively low and the source of potential public discontent and
opposition.

Thus, as China's leaders consider the various defense expenditure choice avail-
ab'e, they obviously will be heavily influenced by the economic consequences of
these choices. e * i (Dernberger, pp. 468-469.)

16. What system of Sino-American com,,mercial relations has been
set Up since the signing of the Shanghai commnunique? What problems
and obstacles impede further development?

In quantiative terms the People's Republic of China (PRC), despite its large
size, is not a major trading nation. Chinese exports never exceed 2 percent of
world exports. The ratio of total trade to China's gross national product is about
5 to 6 percent. In terms of trade per head of population, the value for China is
some $14, one of the lowest in the world for any major nation. In spite of the
smallness of its value, foreign trade is an important policy instrument used by
the PRC for the pursuit of her overall political and economic goals. Being a
state monopoly within the Chinese command economy, foreign trade has become
a significant ingredient in China's development program to transform itself into
a modern industrial state. Specifically, foreign trade in China has played the
following roles.

Foreign trade has constituted for China an important means of facilitating
and accelerating modernization. China does not have all the facilities to produce
the wide variety of machinery and equipment needed for modernization. Some
industrial materials were either not available in China, or available only in
insufficient quantities. Foreign trade helps provide the necessary capital goods.
Imports of these goods, moreover, have given China an important channel of
access to modern technological know-how. The importation of specialized ma-
chineries and complete plans, some of them installed by foreivn technicians,
accelerate the process of technological diffusion. (Chen, pp. 617-618.)

Trade, which had been nonexistent in 1970. rose to $805.1 and $933.8 million
by 1973 and 1974. respectively, with wheat sales. jet transport exports, and a
number of other major contracts highlighting this unexpectedly rapid develop-
ment. On the strength of Chinese purchases of American agricultural com-
modities. the U.S. has risen to the position of China's number two trading partner
in the last two years. A degree of normalization has been returned to the Sino-
American commercial relationship.

While trade has risen quickly to significant levels, while more and more
American businessmen are traveling to Peking and to the Canton Trade Fair,
and while Liaison Offices with commercial staffs have been opened in the respec-
tive capitals, certain unresolved issues clearly stand in the path of substantial
further improvement in trading relations. * * *

Settlement of the issues of Chinese blocked assets and U.S. private claims
would clear the way for further normalizaiton of commercial relations. Un-
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resolved, these issues prevent direct shipping and direct airline connections
owing to the risk of attachment of flag carriers in satisfaction of claims. Direct
banking is precluded and the exchange of trade exhibitions forestalled. Another
major commercial issue concerns the extension by the U.S. of most-favored nation
(MFIFN) nondiscriminatory tariff treatment to the PRC. PRC officials have raised
the AIFN issue with U.S. business men and others. Presumably, Peking not only
wants AIFN, but feels entitled to it as part of the Shanghai commitment to
conduct trade on the basis of "equality and mutual benefit." The Trade Act of
1974 provides a mechanism by which the U.S. could confer MFN status on China,
but it is an Act burdened with difficult requirements where the nonmarket econ-
omies of the socialist states are concerned. * * *

The outlook for Chinese exports of the U.S. over the next several years is one
of continued growth. The rate of this growth will depend on the state of the U.S.
economy, on Chinese perception of this market and willingness to adapt to its
demands, and on the availability in China of commodities in the requiste quantity
and quality sought by Americans. Fish and shellfish showed good growth in 1974
as did tea, spices, vegetables and other food preparations. These should continue
at sustained levels. Tin, tungsten, and antimony among the metals will continue
to register imports of significance. Gum rosin and essential oils grew rapidly in
1974 and should continue. Textiles, clothing, bristles, feathers, and down will
maintain a strong showing. Americans continue to enjoy Chinese artworks and
antiques, but fireworks, a perennial leader, have declined, in part owing to prob-
lems meeting new U.S. safety standards. Petroleum exports to the U.S. do not
appear to be a factor although U.S. owned oil companies may buy Chinese oil
for distribution in East Asia. American importers will continue to attend the
Fairs in Canton in substantial numbers.

The Chinese trade deficit with the U.S. will be sharply reduced in 1975, run-
ning perhaps $50 million. The deficit is likely to continue, its future magnitude
being governed primarily by the size of Chinese agricultural purchases in the
United States. (Clarke and Avery, pp. 501, 502, 530, 531.)

The prospects of a trade agreement between the United States and the People's
Republic of China has. since the Shanghai Communique, offered the possibility
of marked forward motion in the relations between the two countries. It as-
sumes substantial importance for both sides in light of the passage of the Trade
Act of 1974 in the closing days of the 93rd Congress. Under the Act. Public Law
93-618, signed by the President on January 3, 1975, the authority to lower tariffs
on imports from China has shifted from Congress to the Executive. There are
limitations on the authority of the President to grant most-favored-nation tariff
treatment to China, to be sure, but the negotiating authority now is there, and
there is no good reason not to proceed with all deliberate speed to trade negotia-
tions with Peking.

The threshold question, of course, is whether or not the United States should
contemplate a trade agreement with a country to which it has not accorded
diplomatic recognition Precedent for such an agreement under international law,
if such were needed, lies in a trade agreement entered into between Great
Britain and the Soviet Union in 1921, a step which preceded formal diplomatic
relations. The same question may be raised in Peking, although the Chinese have
previously concluded trade agreements in the absence of diplomatic ties. While
the two sides will have to examine whether on pragmatic grounds, a trade agree-
ment should precede or follow the establishment of full diplomatic relations,
trade negotiations toward such an agreement can certainly begin prior to fully
normalized political relations. * * *

* * * To sustain and build toward the modern industralized state, to which
the Chinese pledged themselves at the Fourth National People's Congress, does
require acquisition of foreign goods and technologies. Purchases of needed
imports in turni requires more than a little contact with the West. Not all such
contact is likely to be nalatable to a political leadership which is bound to fear
that revolutionary values may wane in the process. The post-Mao, post-Ohou
period cannot be far away, and succeeding leadership is certain to be preoccupied
with political consolidation, preserving revolutionary fervor and maintaining the
monumental aceomnilishments of the old leadership. This process can obviously
sharply influence China's trade and development policies. But Peking's 1975
pledge to achieve "comprehensive modernization * * * before the end of the cen-
tury" should be signal enough that China's foreign trade ought to hold interest
for American firms. (Theroux, pp. 582, 583, 595, 596.)
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17. How flexible has the PRC been in external transactions in adapt-
ing to international practices?

China's practices in financing trade with non-Communist countries are in sub-

stantial contrast to those of the other Centrally Planned Economies (CPEs).
Despite the fact that the PRC has a greater share of its trade with the west

than other CPEs, the PRC has been more reluctant to adopt as many western

banking practices as the other CPEs. Many of the practices that have been
adopted have been modified with the general result that the PRC maintains
somewhat more control over its international finance with the west than other

CPEs do. Examples of this range from requiring negotiation of letters of credit
in China both for exports and imports to using the Renminbi to denominate
trade contracts.

Most importantly, the PRC has, as yet, been unwilling to follow other CPEs

in adopting western banking techniques such as setting up European branches

to engage in archetypical banking activities such as general trade financing
and active participation on the Euro-currency market.

On the other hand, PRC international financial practices have changed sig-
nificantly in the last few years-generally in the direction of adopting more
traditional practices. The Chinese foreign trade corporations (FTCs) have been
more flexible on various letter of credit provisions and they have become more
willing to denominate trade contracts in western currencies. Most important of

all, of course, the PRC has begun to accept credit, albeit in moderation and
often indirectly. (Denny, p. 676.)

18. Is Japan likely to continues to develop a special commercial rela-
tionship with PRO?

Japan has become the People's Republic of China's leading trade partner, ac-

counting for about 20 percent of the PRC's foreign trade turnover in recent
years. A unique set of economic and political factors has facilitated a rapid
expansion of Sino-Japanese trade in the 1960's and 1970's. First, there is a sub-

stantial degree of complementarity between the two economies. Japan is heavily
dependent on imports of raw materials to fuel its modern industrial economy,
and Japanese industrial leaders consider the PRC a logical supplier of some
of their needs. At the same time, foreign trade planners in the PRC have placed
a high priority on imports of the kinds of machinery and equipment and industrial
manufactures which Japan has the capacity to export. The short, relatively
cheap water transport between Japan and China makes the trading relationship
especially attractive for exchange of goods in which'transport costs represent
a large share of the final price. Long water and rail transport to alternative
markets in Western Europe and North America involve substantially higher
transport costs. Their economic complementarity and their geographic proximity
create an opportunity for a substantial trade turnover benefiting both countries.
The foreign trade potential of certain key industrial sectors which are examined
in this paper will be a key determinant of the volume of future Sino-Japanese
trade.

Another key determinant of the level of Sino-Japanese trade i9 the political
relationship between the two governments. To a much greater degree than other
countries, the PRC's foreign trade has been shaped by its general foreign policy
objectives. Consequently, Sino-Japanese commercial relations have been linked
to the diplomatic interactions of the four great powers in Asia-the PRC, Japan,
the Soviet Union, and the United States. (Kim, p. 600.)

19. How, have the Chinese perceived their need for foreign tech-
nology? How effect 'cly (lo the Chinese diffuse technology transferred
from the West?

The People's Republic of China has exhibited wide swings in its receptivity to
foreign technology in the course of its 25-year history. oscillating between en-
thusiastic acceptance and determined rejection. In the 1950's-the era of Close
Sino-Soviet Cooperation-China eagerly accepted what wvas undoubtedly the
most comprehensive technology transfer in modern history. During that decade
the Chinese obtained from the Soviet Union the foundation of a modern in-
dustrial system. In the process, howvever, the Chinese became heavily dependent
on Soviet tutelage and were induced to adopt a Soviet model of forced industrial-
ization inappropriate to China's resource endowment. In the late 1950's, the
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Chinese leaders began to reject this model and the overwhelming Soviet influence.
The Great Leap Forward marked the reaffirmation of a more traditional Chinese
nativism and self-assertion. Foreign technology and expertise were rebuffed and
a policy of self-reliance instituted. Inept policies, successive crop failures, and
the sudden withdrawal of Soviet technicians in 1960 combined to throw the
Chinese economy into disarray.

A shift in the early sixties toward priority for agriculture and a return to a
more permissive technology-import policy helped to revive the economy. While
continuing to stress self-reliance, the leadership undertook selective purchases
of European and Japanese plants and equipment, primarily as prototypes for
learning and copying. By 1965, the economy had largely recovered from its
earlier setbacks, only to be disrupted once more by the turmoil of -the Cultural
Revolution. The intense antiforeign campaign of that period again sharply cur-
tailed acquisition of foreign technology, and by 1969 machinery imports had
dropped to less than one-fourth of the peak levels attained ten years earlier.

Since 1970, the Chinese leaders have turned outward once again for the
acquisition of capital equipment and know-how on a substantial scale. No longer
confining themselves to prototypes, the Chinese have purchased large numbers
of complete plants *and industrial complexes to enhance output in a half-dozen
basic industries, primarily metallurgy, petrochemicals, and energy. Machinery
imports, therefore, have risen more rapidly in recent years than during any
previous period.

Self-reliance continues to be stressed, nevertheless, with at least three objects
in view: (1) to minimize China's strategic and financial dependence on foreign
countries; (2) to create a self-confident "new Maoist man" and guard against
his contamination by alien influences; and (3) to mobilize local savings so as to
economize scarce foreign exchange and state investment outlays. The pursuit ofself-reliance in these terms has enabled the Chinese to achieve a high degree of
technical and economic independence of the outside world. China's own produc-
tion of machinery and equipment is now so large that imported technology repre-
sents only a small fraction (perhaps 6 to 8 percent) of its overall technology
accretion. In qualitative terms, however, technology imports are still a key
factor in the developmen't of the more sophisticated sectors of China's industrial
production system. (Heymann, pp. 678-679.)

90. What is the scope, effectiveness and burden to the PRC of its
economic relations with the Third World?

After the disruptions of the Cultural Revolution, the People's Republic of
China reappeared on the international scene in 1970, with renewed determination
to assert itself as a major world power. It sought to gain wider international
acceptance by becoming a responsible spokesman for the Third World. In assum-
ing its new leadership role, China deemphasized its former activist policy of
promoting radical change and upsetting established governments. Economic and
military assistance and trade have thus risen in importance as instruments of
policy toward the less developed countries (LDCs). At the same time that its own
position in the LDCs was being strengthened, Peking sought to reduce Soviet andWestern influence in the Third World.

In the past five years, 1970-74, China has boosted its economic aid commit-
ments to the LDCs by $2.4 billion, more than double the $1.1 billion extended in
the previous 14 years, 1956-69. Nearly two-thirds of the aid in the 1970s went
to Africa. The single most important Chinese aid project is the almost completed
Tan-Zam Railroad, into which Peking has poured an average of almost $100million annually beginning in 1970.

The revitalization of China's relations with the LDCs has also found expression
in stepped-up military aid. In the last five years, the People's Republic has fur-
nished the developing countries a total of $300 million in military assistance
compared wvith only $250 million Previously. About three-fourths of Peking's
military aid to LDCs has gone to Pakistan.

As for trade, the LDCs have become large markets for Chinese rice, iron and
steel, and textiles, as well as important sources of supply for rubber, cotton, and
nonferrous metals. In addition, the LDCs of East Asia are a major source of hard
currency for the People's Republic. Chinese exports to the LDCs were about
$1.4 billion in 1974, imports $900 million. (Fogarty, p. 730.)
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PROSPECTS AND PROBLEMS

This volume on the economy of the People's Republic of China may
be significantly more useful to American policymakers, scholars and
the general public for several reasons:

1. The rapprochement between the United States and the People's
Republic of China has been followed by increasing political, commer-
cial, social and other relations. Commercial relations have expanded
due to increased needs for Western technology-including modern
fertilizer plants to increase agricultural output. Expanding oil reve-
nues and a more flexible attitude toward credit and other aspects of
the Western market suggest wider future commercial ties.

2. The leaders of the PRC have given priority to improved economic
performance. A recent reduction in weapons procurement may indi-
cate a preference for current economic performance over arms produc-
tion, especially of obsolete hardware. In spite of possible progress on
birth control, the Malthusian specter still looms in China's future.
Imports of grain and transfer of agricultural technology from the
West, though marginally significant in the short run, do not shift the
heavy long-term subsistence burden on Chinese agriculture.

3. Modest, but significant, improvements in published economic data,
empirical evidence from exchanges, and more attention to accurate
reporting have aided the Western analyst in appraising China's eco-
nomic policy and performance.

It is difficult to separate elements of long-term trends from cyclical
or variable factors in performance. However, it seems clear after quar-
ter of a century of power that Chinese leaders aim to develop a modern,
powerful, industrial state capable of joining the superpowers on equal
terms and providing adequately for its citizens' needs. There is not,
however, in the current Chinese development the Stalinist urgency
to overtake and surpass in a short, definite time period-a goal they
expressed during the Great Leap.

Against this long-term aim o t achieving an economic basis for super-
power status, there appear to be political, ideological, and social pol-
icies which from time to time override the short-term progress of
nation-building. Some of them may take on importance in the years
immediately ahead and influence economic performance:

Political 8ucce8sion.-Inevitably Chairman Mao and Chou En-lai
must physically pass from the scene with the old revolutionary leader-
ship. Possibly the recent Party Congress prepared the nation for the
post-Mao-Chou period. Successions elsewhere; for example, after
Lenin and Stalin, suggest that unforeseen, unsettling struggle is more
likely than an orderly transfer of power.

Ideological revitalization.-There have been times; for example; in
the Great Leap Forward and Cultural Revolution periods when the
requirement for ideological revitalization conflicted with policies for
economic performance. Likewise, there may be a case for arguing a
past cyclical pattern of policy preference for each. If this be the case,
stable long-term-growth prospects may be in jeopardy.

Foreign threats or opportunity requiring nore 'weapons and mili-
tary forces.-Concern with the Soviet Union may at any time lead to
a shift in Chinese weapons or force buildup. Opportunities for sup-
porting Asian Communist power; for example, North Korea or in
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South East Asia, cannot be ruled out in the future even though present
indications suggest Chinese restraint.

Indeed, some would argue that these represent central, fundamental
forces in Chinese society and that economic considerations are the
external or variable factors. Whatever the primary and secondary
forces are in Chinese development, it has become clearer in each suc-
cessive economic assessment that the PRC economy has attained a
firmer base for claims of meeting not only domestic but the major
international goals of the leadership. In spite of many current and
likely future problems, we should not assume that the People's Repub-
lic of China will not be able to meet its priority economic needs.
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I. KEY FINDINGS

1. As of early 1975, the economy of the People's Republic of China
has proved an effective mechanism for supplying the minimum needs
of the population, modernizing the industrial sector, and supporting
a formidable defense establishment.

2. Premier Chou En-lai, in his speech to the Fourth National
People's Congress in January 1975, has signaled the continuation of
the drive for higher output and technological self-sufficiency in a
comparatively moderate political atmosphere.

3. The ordering of 13 large chemical fertilizer plants from the
West has given China the possibility of moving to a higher plateau
in agriculture, starting about 1980.

4. At the same time, a substantial new burst of investment in coal,
steel, and other basic branches has become necessary to maintain
industrial growth rates.

(20)



21

5. The annual rate of production and procurement of military
hardware in 1972-74 has been about 25 percent below the peak rate
of 1970-71, probably the combined result of the priority of agriculture-
support programs, the changeover to later model weapons, and the
reassertion of Party control over the military.

6. Rising domestic output of crude oil and soaring international
oil prices have enabled petroleum to take up the slack in earnings
from traditional exports.

7. The third, and most serious, of the population control programs
probably has not yet had a substantial impact on demographic rates.

8. If the government wishes to give the highest priority to a sharp
curbing of population growth, it has at hand the bureaucratic and
the scientific/technical resources to do the job.

9. With its floor under consumption, its purposeful investment pro-
gram, its control over migration to urban areas, and its hard-driving
leadership, China has easily outdistanced other large LDCs.

10. While the PRC has not narrowed the technological gap between
itself and the leading industrial nations, it has been spared their tribu-
lations with recession, inflation, and energy shortages.

11. Only a cataclysmic political upheaval-following the fading
aw'ay of Chairman Mao and Premier Chou-could reverse the techno-
cratic tendencies now deeply rooted in Chinese economic society.

12. At the same time, the examples of great political flareups in the
past should caution the observer against arny straight-line projection
of steady economic growth.

13. Outside of political upheavals, the main challenges to the
Chinese economy over the next 25 years will be to incorporate a more
complex mix of products into the system, to maintain a spirit of hard
work and sacrifice in a generation with no memory of national or per-
sonal humilitation, and to keep the lid on consumption in an era of
universal education and advancing technology.

II. INTRODUCTION: ORGANIZATION OF THE PAPER

This paper appraises the economy of the People's Republic of China
from the vantage point of early 1975. The discussion focuses on de-
velopments since the Cultural Revolution of 1966-69, dealing mainly
with the transitional year 1970 and the first 4 years of the Fourth
Five-Year Plan (1971-75).' Two tables provides a quick summary
of the entire quarter of a century since the formation of the People's
Republic. Table 1 sets forth in capsule fashion the economic results
for major economic sectors in each of six distinctive economic periods.
Table 2 presents 10 basic economic time series, 1949-74.

1 For a systematic description of major developments In the years before 1970, see theauthor's paper in the previous JEC volume on the Chinese economy: Arthur G. Ashbrook,Jr.. "China: Economic Policy and Economic Results, 1949-71." People's Republio ofChina: An Economic Assessment, Joint Economic Committee of the U.S. Congress. Wash-ington, 1972. pp. 3-51. The volume Is cited hereafter In this present paper as "JEC-72"and the paper as "Ashbrook. JEC-72." Tables 1 and 2 In this paper are updated versionsof Tables 2 and 3 In the earlier paper.



TABLE 1.-CHINA: ECONOMIC RESULTS, 1949-74

Period Overall results Industrial results Agricultural results Foreign trade results Consumer welfare results

1949-52, Rehabilitation - Return to pre-Communist level Reactivation of capacity as flow Return of fields to operation and Imposition of strict government End of civil war, inflation, gross
of economic activity. of raw materials resumes. distribution of land to peas- control and switch to Com- starvation; hope rekindled.

ants. munist partners.
1953-57, tst 5-year Plan - Successful build-up of indus- Increased capnait3 and output Gains in output from own re- Growing volume, with basic Stabilization of living standards

trial base under Soviet aus- of steel and other basic prod- sources; collectivization in products being exchanged for at spartan but improved levels.
pices. ucts. stages. Soviet machinery.

195840, Great Leap Forward - Disastrous overstraining of the Ruinous increase in tempo and Precipitous fall in output due to Sharp spurt, then downturn Near starvation and collapse of
economy's resources. deterioration of quality. bad weather and ill-fated caused by domestic problems. morale when leap fails.

commuones.
1961-65, Readjustment and Recov- Quick and successful recovery Rationalization of output, with Quick return to growth pattern Dramatic shift to Japan and Restoration of living standards at

ery. of economic balance. investment in priority with aid of new inputs. Western Europe, with rising spartan levels.
branches. volume.

1966-69, Cultural Revolution - Short-lived break in economic Sharp dip in industrial output Continued growth on basis of Temporary dip because of do- Maintenance of living standards
momentum. with investment continuing. good weather and larger in- mestic dislocations. in spite of political turmoil.

puts.
1970-74, Resumption of Regular Resumption of economic growth Gains in capacity and output Continued growth on basis of Resumption of growth in line Gradual improvement in living

Planning. across the board. with oil a star performer; coaf good weather and larger in- with domestic economic standards.
shortages. puts. gains; use of credit.



TABLE 2.-CHINA: MAJOR ECONOMIC INDICATORS, 1949-741

Foreign trade

Exports f.o.b. Imports c.i.f. PercentGNP Population GNP Industrial Agricultural Steel output Grain output (billions of (billions of trade with(billions of midyear per capita production prodoction (millions of (millions of current current CommunistPeriod and year 1973 dollars) (millions) (1973 dollars) (1957=100) (1957=100) metric tons) metric tons) dollars) dollars) countries

1949-52, Rehabilitation:
1949 -40 538 74 20 54 0.16 108 0.43 0.401950 49 547 89 27 64 .61 125 .62 .59 91951 -56 558 101 38 71 .90 135 .78 1. 12 511952 ----------------- --------------- 67 570 117 48 83 1.35 154 .88 1.02 701953-57. lst 5-year Plan:
1953 --------------------------------- 71 583 122 61 83 1.77 157 1.04 1.26 681954 ----------------- 75 596 125 70 84 2.22 160 1.06 1.29 741955 --------------------------------- 82 611 134 73 94 2.85 175 1.38 1.66 741956 - 88 626 141 88 97 4.46 182 1.64 1.48 661957 -- 94 641 147 100 100 5.35 185 1.62 1.44 641958-O, Great Leap Forward:
1958 113 657 172 145 108 11.08 200 1.94 1.82 631959 -107 672 160 177 83 13.35 165 2.23 2.06 691960 --------------------------------- 106 685 155 184 78 18.67 160 1.96 2.03 661961-65, Readjustment and Recovery:
1961 -82 695 118 108 77 8 160 1.53 1.50 561962 -------------------- ------------ 93 704 133 114 92 8 180 1.52 1.15 53i963 ----------------- 103 716 144 137 96 9 185 1.57 1.20 451964 -117 731 160 163 106 10.8 195 1.75 1.47 341965 -134 747 179 199 114 12.5 210 2.04 1.84 301966-69 Cultural Revolution:
196 -145 763 190 231 116 15 215 2.21 2.04 261967 ------ -------------------------- 141 780 180 202 123 12 230 1:94 1.95 211968 ----------------- 142 798 178 222 116 14 215 1.94 1.82 221969 --------------------------------- 157 817 192 265 118 16 220 2.03 1.83 201970-74, Resumption of Regular Planning:
1970 -179 837 214 313 129 17.8 240 2.05 2.24 201971 -190 857 222 341 134 21 246 2.42 2.30 231972 -197 878 225 371 130 23 240 3.08 2.84 221973 -217 899 241 416 138 25.5 250 4.90 4.98 171974preliminary -223 920 243 432 141 23.8 255 5.90 6.70 15

* Note that GNP in this table is presented in 1973 U.S. dollars whereas foreign trade is presented in 2 Negligible.current U.S. dollars. For details on the calculation of GNP, see app. A. For a discussion of generalsources on which this table is based, see app. B.



The paper begins with a series of key findings. The text continues
with a brief review of long-term economic forces at work in early
1975, an assessment of current policy and planning issues, and a dis-
cussion of major developments in agriculture, industry, foreign trade,
and transportation. Then comes an analysis of trends in consumption,
the possibility of effective population control, the reforms of educa-
tion, and the prospects for future economic advances.

Three appendixes describe the computation of the GNP figures
used in the text, the sources of information available on the Chinese
economy, and the nature of the Chinese economic system as a variant
of the Soviet economic model.

III. BACKGROUND: LoNG-TERMN ECONOTMIc FORCES

At the beginning of 1975, the final year of the Fourth Five-Year
Plan, the Chinese economy reflects the experience of a quarter of a
century of development under Communist rule. Estimated long-term
annual economic growth rates have been as follows, calculated on the
base years 1952 and 1957:

[in percent]

Item 1953-74 1958-74

GNP- 5.6 5.2
Agricultural production -2.4 2. 0
Industrial production 10.5 9. 0
Population -2. 2 2.1
GN P per capita -3.4 3. 0

The short-term rate of growth of GNP has been erratic, mainly
because of the two major political upheavals-the Great Leap For-
ward (1958-60) and the Cultural Revolution (1966-69). As depicted
in the first section of figure 1, GNP plunged in the aftermath of the
ill-fated Leap Forward and dipped, less severely, when the Cultural
Revolution interrupted industrial production.
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CHINA: -Basic Economic Trends Figure 1
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The composition of GNP growth mirrors the economic priorities
of the Communist leadership. Once a reasonable amount of food has
been provided to maintain the morale and productive vigor of the
population, the energies of the economy are to go to the expansion
of industrial capacity and output. Thus agricultural production has
been advancing over the long run at 2 percent in line with population
growth, while industrial production has been growing at 9 percent,
on the 1957 base. As shown in the second section of figure 1, popu-
lation has moved steadily upward whereas grain production has
fluctuated widely. In particular, in what Peking labels "the 3 disaster
vears" of 1959-61, grain output dropped by one-fifth through a com-
bination of manmade and natural disasters. Beginning in 1961, the
PRC has imported several million tons of grain annually to supple-
ment domestic production.

In addition to consumption and investment, a third major charge
against national output is defense. Manpower requirements for de-
fense represent a negligible net drain on resources since (a) only 1 out
of 10 males in each age class is selected for service, and (b) the
People's Liberation Army grows much of its food, furnishes a great
deal of manpower to the civilian economy at harvest time, and sup-
ports major construction projects. Military requirements levied on
heavy industrial and technological resources, while considerable, have
been moderate enough to permit substantial growth in general indus-
trial capacity. 2 In the current 5-year plan period, China has moved
into the production of aircraft, submarines, missiles, and other weap-
ons of its own design. Yet its military establishment remains strongest
in its tough, frugally maintained ground forces, which give it a for-
midable capacity for in-depth defense of its territory.

Foreign trade is small compared with domestic production, exports
being equal to less than 3 percent of GNP. China is a huge continental
nation with the domestic potential for practically all kinds of agri-
cultural and industrial output and with often stated aspirations for
economic self-sufficiency. Trade is viewed as a temporary vehicle for
obtaining foreign machinery, technology, and grain. The leadership
of the PRC-which remembers its exnerienee of the 1950's when it
relied so heavily on a single source, the U.S.S.R.-now spreads its
orders for modern equipment among several Western suppliers and
Japan; and China is rapidly widening its own competence in ma-
chine building. The third section of figure 1 shows the switch in
trading partners made after the collapse of the Teap Forward and
the withdrawal of the Soviet technicians. 11i-hereas the PRC con-
ducted two-thirds of its trade with other Communist countries in the
late 1950's, it now conducts four-fifths of its trade with non-Communist
countries. As part of its commitment to economic. self-sufficiency. the
People's Republic has kept internal and external debt to a minimum,
In 1973-74, Peking chose to relax this poliev and began to arrange
for deferred payments on a portion of its imports of machinery.

To summarize these background elements: as of early 1975, the
Chinese economv has been shaped by the working out of four inter-
dependent long-term factors:

For a dlsculsson of milltary-economic issues In the People's Republic of China, see the
paper by Sydney H. Jammes In this volume.
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GNP growth that has provided a substantial margin over sub-
sistence for use in building up the capacity of the economy and
maintaining a formidable military defense;

Agr icultural grvowtlh tliat, supplemented by comparatively
small imports, hsas sufLicecd to feed the expanding population;

Industrial growtlh that, starting from a small base, has pro-
vided rapid increases in capacity and output of industrial mate-
rials, machinery, and military equipment; and

Foreign trade growth that for more than a decade has been
geared *to acquir ing advanced industrial equipment, industrial
materials, fertilizer, and grain from non-Communist trading
partners.

IV. PLANNING: MODERATION IN VOGUE

The economic planning system. which had been partly paralyzed
during the Cultural Revolution (1966-69), recovered much of its force-
fulness in 1970-72, only to be subject to new political buffeting in
1973-74.

During the Cultural Revolution, a large slice of the ranking Party
and government leaders had lost their jobs. Heads of economic min-
istries and planning agencies dropped from siglht; in many cases their
posts were not officially filled until January 1975. Farther down the
hierarchy, the disruptions of the Cultural Revolution were mild ex-
cept in a few riot-toni cities like Wu-clmou near the Kwangsi/Kwang-
tung border. In most areas for most of the period, the day-to-day ac-
tivities of the economy-the collection and distribution of grain, the
operation of factories and communes, and the carrying out of finan-
cial transactions-continued undisturbed on the basis of institutional
roots established ovler the first. 17 vears of Communist rule.

After the Cultural Revolution had subsided, economic policy initia-
tives became possible at the top:

In the fall of 1970. Premier Cbou En-lai announced that a
Fourth Five-Year Plan for 1971-75 had been drafted.

Formerly discredited bureaucrats began to reappear, most
notably the deposed Party Secretary Teng Hsiao-ping;

In 1972-73, agreement was reached within the top leadership
on important changes in long-term strategy in agriculture and
industrv. as dliscilssed below.

In mid-1973, new political ferment began to revive questions about
the balance in the continuing radical-versus-moderate confrontation.
During the course of the "anti-Confucius, anti-Lin Piao" campaign,
attacks wver launched against reliance on material incentives, for-
eign technology, and the leadership of rehabilitated bureaucrats. In
the first half of 1974, the political turbulence began to interfere
with the rhythm of production, leading to quarrels over incentive
systems, scattered slowdowns and stoppages in the factories, and inter-
ruptions to rail traffic. Additional questions about the political future
came to the fore in early May 1974 when Premier Chou En-lai re-
duced his grueling workpace because of advancing years and grow-
ing physical ailments. In the second half of 1974, however, the official
press began to beat the drums for production, and the interruptions
to production died down. Chou continued to orchestrate the nation's
business from his hospital room. The restoration of a moderate pol-
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icy was dramatically underscored when Chou was reconfirmed as
premier by the Fourth National People's Congress in January 1975.
His "state of the union" address at the Congress, while paying due
respect to the necessity for continued revolution, stressed increased
output and improved technology. Simultaneously, articles in the press
noted the importance of labor discipline and the necessity of harder
work without additional remuneration.

In the second half of 1974, Chairlman Mao, the unique fount of in-
spiration and authority, had added to the uncertainty about national
policy by disappearing from Peking, apparently staying in his native
province of Hunan. His failure to attend the January National Peo-
ple's Congress suggests to some observers that differences exist between
him and some of the other Chinese leaders on important issues.

While more than pinpricks, the difficulties of the first half of 1974
did not change the general course of the economy and its overall pros-
pects for growth.

The planning and statistical systems in early 1975 have recovered
from the battering sustained during the Cultural Revolution. The cycle
of planning, including the succession of plan drafts and the bargaining
back and forth between government levels, goes on in regular fash-
ion. Statistics on planned and actual production, consumption, and
stocks and on financial flows move up and down the line. The 15-year
statistical blackout continues, however, with Peking publishing only a
few national and provincial statistics and confining most of those to
percentages rather than absolute values.3

The political turbulence at the center in 1973-74 increased the im-
portance of provincial and subprovincial organizations in the direction
of the economy. This is an advantage to the economy as long as the
momentum of established policy carries the economy in the right direc-
tion. It is further an advantage, certainly for the short run, when the
policy initiatives at the center turn out to be impractical innovations
from the radical end of the political spectrum. Part of Chou's purpose
in his report at the National People's Congress was to reassert central
control over economic planning as well as a tightening of central man-
agement of economic affairs.

In the meantime, the lower-level cadres and the rank-and-file peas-
ant, worker, and professional want to settle down. They must be weary
of political indoctrination meetings and petty interruptions of the hard
daily task of making a living. They look forwvard to gains in consump-
tion and to opportunities for advancement on the job. The implicit
affirmation in early 1975 of moderation -in economic policy will be wel-
come down the line.

V. AGRICULTURE: GROUNDWORK FOR BREAKTHROUGH

The agricultural sector is entering the third stage of its development
since the Communists came to power. In the 1950's, when the Soviets
were the economic mentors of the People's Republic, the agricultural
sector was left largely dependent on its own material resources. Tight
control over production and distribution of agricultural output. collec-
tivization of the countryside, and use of rural labor to improve the
soil and build water control facilities were counted upon to provide

3 For a review of the current statistical situation, see Appendix B.
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(a) needed food, (b) raw materials for industry, and (c) export prod-
ucts to be exchanged for machinery and industrial materials. This
initial strategy became bankrupt in the Leap Forward when the lead-
ership established the unuwicidly supercollectives (the communes),
abolished the private plots, and wasted vast resources on ill-conceived
programs.

After having taken emergency measures to bring China back from
the verge of mass starvation and political disintegration, the leader-
ship in 1962 adopted a new agricultural policy-the provision of sub-
stantial and growing support from the modern industrial sector. For
more than a decade now, a mounting volume of chemical fertilizer,
pesticides, irrigation equipment, tractors, and improved seeds has been
flowing to the agricultural sector. This support has been supplemented
by the output of a host of small industrial plants established in out-
lying areas.

In 1972, in a third great policy decision, the leadership embarked
on a long-term agricultural improvement program to free China
of the necessity of importing grain and chemical fertilizers. Between
November 1972 and May 1974, Peking contracted for 13 large urea
plants from Japanese, West European, and United States sources at
a total cost of $500 million. Output from these plants, if expeditiously
supplemented by improved water control facilities and increased
supplies of other types of fertilizer, Aill boost agricultural output to
a new higher plateau by 1980. Production of grain in 1980 could be as
much as 30 percent above the 1974 level; the need for imports of grain
and nitrogen fertilizers could be eliminated, even in poor crop years.

In the meantime, Peking must continue to import sizable quantities
of grain. In 1972, grain imports were 4.8 million tons and in 1973, a
record 7.7 million tons. Purchases in 1974, originally scheduled at more
than 9 million tons, fell off to 7 million tons, distributed as follows:

[in millions of metric tonsl

Source Wheat Corn Total

Total -5.65 1.36 7. 01

United States- 2. 01 .77 2. 78
Canada -190 0 1.90
Australia -1. 39 0 1. 39
Argentina -. 14 .59 73
France -. 21 0 .21

The grain crop in 1974 was above the 250 million tons of 1973 and
may have been as much as 260 million tons. A figure of 255 million tons
is carried in the statistical tables in this paper. W1Teather was average
to somewhat below average in both 1973 and 1974. The continued in-
crease in the effectiveness of the -water control system and the general
increase in inputs into agriculture constitute the key elements in the
long-term upward trend in farm output. Results for 1974, as for i973,
can be viewed as falling approximately on the long-run agricultural
growth curve with its 2 percent rate of climb.

Improvements in flood control and irrigation facilities continue to
yield substantial returns in output in some areas, because many water
control projects are only partly finished and major rivers and large
tributaries remain to be harnessed. In addition to the improvement of
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yields on existing acreage, new acreage is being reclaimed from the
hillsides, the desert, and even the sea. At the same time, farmland is
being taken for factories, urban housing, and military installations.
We have no data to determine the extent to which the forces affecting
total cultivated acreage are offsetting. In any case, the net change from
year to year is small. As for seeds, China is gradually taking advan-
tage of the opportunities for combining improved seeds with advances
in fertilization and water control.

The availability of seasoned manpower is another plus factor in
agriculture. Numbers are no problem, of course; indeed, average out-
put would rise markedly if China had a more favorable labor/land
ratio. The issues have been the level of skill, the distribution among
various rural tasks, and motivation:

Agriculture is benefiting from the broadening of education
and training in rural areas, the increased experience of the work
force with fertilizers and machinery, and the assignment to the
countryside since 1968 of nearly 10 million middle-school grad-
uates from urban areas.

The leadership is taking a moderate approach toward the dis-
tribution of rural labor, giving production brigades and teams lee-
way to adjust to local conditions. According to guidelines sent
down from the top, the program for small industrial plants and
mines must not be pushed too far; they should not absorb more
than 5 percent of the labor force of any county.

Motivation presumably is being helped by improvements in
rural living standards, including better housing, health care, and
educational facilities. Also important has been the pragmatic
attitude taken by the Government toward the private plots and
petty private trade. Serious disaffection apparently is confined
to youth, especially the city youth transferred to the countryside
for rural labor.

VI. INDUSTRY: FURTHER SUPPORT OF AGRICULTURE

The course of industrial development over the past 5 years has been
dominated by three themes-the narrowing of the gap between output
and available capacity, the even greater emphasis on agriculture-sup-
port activity, and a sharp rise, followed by a substantial decline, in out-
put of the defense sector. In 1969, when the Cultural Revolution was
winding down, China's industrial capacity was considerably larger
than actual industrial output. The gap between capacity and output
was the result of (a) the downturn in output caused during the Cul-
tural Revolution by dislocations in industrial planning and manage-
ment, interruptions in raw material supply, and factionalism within
factories, and (b) the considerable additions irade to productive ca-
pacity during these turbulent years. Even though the Cultural Revolu-
tion slowed down output of construction materials and sometimes de-
layed work at construction sites, the fact remains that these represented
only partial setbacks in a huge investment effort.

The process of putting the extra capacity to work got underway in
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1969, when production rebounded from the 1967-68 trough. The next
year, 1970, also saw a sizable rise in output, with growth over the next
4 years dropping back toward the less spectacular-but still quite re-
spectable-growth rate of about 8 to 9 percent. Estimated year-by-
year increases in industrial output are:

Percent Percent1969 ---------------------------- 19 1972 ----------------------------- 9
1970 ____________________________ 18 1973 ----------------------------- 121971 ----- 9--- --- ------------ 1974 ---------------------------- 4

The shift in economic strategy of the past 2 years-in which the
groundwork for a long-term breakthrough in agriculture is being
laid-has important implications for the course of industrial devel-
opment. Much of the tremendous increase in the contracts for West-
ern industrial plants ($1.2 billion in contracts in 1973 and another
$850 million in 1974, compared with only $60 million in 1972) is not
designed to increase the machine-building or mining capacity of the
PRC but rather to expand severalfold the capacity to produce chemi-
cal fertilizer and artificial fibers. The pressures in 1974 on supplies of
coal and electric power are the result of the failure to open large new
coal mines in recent years. The attempt to raise population from
existing mines by more intensive application of labor has increasingly
run into diminishing returns. The skimping on investment in new ca-
pacity is tied implicity to the priority of investment in industrial
branches that directly support agriculture.

Production and procurement of military hardware in 1974 continued
at the same general level as in 1972-73, or at approximately 25 percent
below the peak level of 1970-71. Although the explanation for cur-
tailed military production is not clear, it probably stems from a com-
bination of: The priority accorded the "agriculture first" policy, the
cutting back of production of certain types of naval vessels and
obsolescent aircraft while new models are being readied, and the de-
cline of the political strength of the military since Lin Piao's abortive
coup in the fall of 1971.

A striking feature of the industrial scene at the start of 1975 is
the small plants program, which has received new emphasis in the
last several years. In Chinese discussions of the program, the term
"small plants" refers to enterprises distinguished by (a) simply tech-
nology, (b) location in rural areas, (c) production in direct or in-
direct support of agriculture, (d) dependence on local labor and raw
materials, and (e) local (usually subprovincial) administration. The
program-as table 3 indicates-is broadening the base of important
industrial branches. The cost in resources is small compared with the
benefits. The program makes maximum use of local labor, materials,
and transport, whose contribution in other uses generally would be
much less valuable.

Difficulties with the small plants program in the past have come
mainly from overzealous implementation during periods of political
unheaval. The anti-Confiucins campaign has not resulted in any hur-
ried expansion of the program.
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TABLE 3.-China: Contribution of small plants to industrial output

Agricultural machinery-------

Chemical fertilizers_--------

Cement---------------------i

Hydroelectric power_---------

C oal_-----------------------

Iron and steel…_____________-'

Almost all the simple farm tools and a substan-
tial portion of basic farm machinery.

Alore than 50 percent of nitrogen fertilizer out-
put (by weight) and 75 percent of phosphate
fertilizer output (by weiglst) ; of major im-
portance to the maintenance of growth of
agricultural output, even if not top quality-.

50 percent of national output; sufficient in quan-
tity and quality for practically all local needs.

About 5 percent of national electric power ca-
pacity and a large part of rural needs, es-
pecially for irrigation.

30 percent of national output; used mostly for
local industry, cooking, and heating.

20 percent and 15 percent, respectively, of na-
tional output; used in rural industry and con-
struction.

Because the industrial sector has been pressing against supplies of
fuels and raw materials, expansion of the small plants program is
now proceeding at a conservative pace. Furthermore, the subsiding of
pressure from radical political elements in the last half of 1974 has
increased the chances for continued moderation in the program.

Another striking feature of the industrial scene is the great per-
centage increase in oil output from its small beginnings in the 1950's
and early 1960's. Production of crude oil has advanced as follows:

Million Thousand Million Thousand
metric barrels metric barrels

tons per day tons per day

1957 -1.46 29 1971 -36.7 734
1960 -5. 5 110 1972 -43.0 860
1965 -10. 8 216 1973 -54.5 1,090
1970 -28.5 570 1974 -65.3 1,310

In the steel industry, production of finished products has lagged
behind the growth of domestic requirements. Furthermore, produc-
tion of crude steel in 1974 is estimated to have fallen back to 24 million
tons from 26 million in 1973 because of shortages of raw materials
and, perhaps, labor unrest. Imports of finished steel rose to 4 million
tons in 1974; and imports of iron ore, pig iron, and steel scrap con-
tinued to rise. After several years of tough negotiations, China signed
contracts with Japanese and West German consortiums, for a $430
million sheet steel rolling and finishing mill to be built at Wu-han.
The new facility, when commissioned in 1977, will boost annual
production of finished steel by more than 3 million tons, still short
of Chinese needs.

VII. FOREIGN TRADE: OFF THE CHART

Until 1971, the value of China's foreign trade never rose above
the 1959 peak. Then, because of a renewed Chinese interest in foreign
goods, but also because of revaluations of world currencies and world-
wide inflation, the dollar figures began to zoom upward-reaching
$12.6 billion in 1974. In 1973, somewhat more than half of the 67
percent rise was attributable to monetary factors, somewhat less
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than half to the rise in physical volume. In 1974, almost all of the 28-
percent rise was attributable to the monetary factors. The sharp
upward trend is shown by the tabulation:

In billions of U.S. dollars]

Total trade Exports f.o.b. Imports c.i.f.

1970 -4. 29 2. 05 2. 24
1971 4. 72 2. 42 2. 30
1972 5.92 3. 08 2. 84
1973---------------------------------------------9. 88 4. 90 4. 98
1974 --- --------------- 1 12. 60 5. 90 6. 70

X Preliminary.

Specific features in China's foreign trade in 1974 are:
Imports of grain, sugar, cotton, vegetable oils, and other agri-

cultural products increased roughly one-fourth, from a record $1.3
billion in 1973 to $1.6 billion in 1974, 40 percent coining from the
United States.

Orders for whole industrial plants from non-Communist sup-
pliers continued strong in 1974, at an $850 million level. Orders
for other machinery and equipment fell off substantially from the
record 1973 level, to about $300 million.

The relaxation of Peking's conservative attitude toward debt
was reflected in trade figures for 1974, with the trade deficit with
non-Communist nations reaching $1.3 billion compared with $370
million in 1973.

Japan remained the leading trading partner, with two-way
trade in excess of $3 billion ($2 billion in 1973). Whereas exports
to Japan had covered all but $165 million of imports from Japan
in 1973, a deficit of almost $700 million w.as incurred in 1974.

Trade with the United States totaled about $1.1 billion ($875
million in 1973) ; 4 China's trade deficit with the United States was
more than $850 million; this deficit will be sharply reduced in 1975,
to perhaps one-third of the 1974 figure.

Net hard currency earnings from economic dealings with Hong
Kong of $1.6 billion provided the major offset to China's deficit
with the developed West in 1974.

Oil exports, boosted by increased physical volume and the quad-
rupling of international oil prices since mid-1973, have taken up
the slack in China's traditional exports, which have been hurt by
worldwide recession; earnings from oil wrere $35 million in 1973,
jumped to $140 million in 1974, and are expected to reach $800
million in 1975.

Trade with the other Communist countries consisted largely of
(a) the exchange of Chinese foodstuffs, textiles, and other con-
sumer goods for Soviet and East European industrial equipment
and (b) Chinese aid deliveries to North Vietnam, Albania, and
North Korea.

Foreign economic and military aid take less than 1 percent of China's
GNP. The major economic aid venture, outside of food shipments to
North Vietnam, continues to be the Tan-zam Railroad project on which

4 These figures show Chinese imports ei.f. and thus will be higher than U.S. Department
of Commerce figures.
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about 13,000 Chinese are working. Military aid is dominated by ship-
ments of small arms to North Vietnam and shipment of tanks, air-
craft, and other arms to Pakistan.

VIII. TRANSPORTATION: SQUEEZING IN MORE TRAFFIC

At the start of 1975, the key transportation system for the modern
part of the economy remains the rail network, supplemented by water-
ways for the movement of bulk commodities. The rise in oil production
is turning the spotlight on the construction of pipelines and port
facilities as well as branch rail lines and roads in the new oil-producing
areas. In January 1975, Peking announced the completion of a 1,152-
kilometer-long pipeline extending f rom China's largest oilfield at
Ta-ching to the port of Ch'in-huang-tao on the Pohai Gulf. Rural
areas continue to make do with age-old water and road transport some
areas, however, are being transformed by the extension of rail routes
into hitherto isolated regions.

In the past 4 years, the Chinese rail network has grown by 10 percent
to more than 44,000 kilometers, twice the size of the pre-Communist
network. Recent progress has included (a) the double-tracking of
important segments of line in the populous East; (b) the completion
of several trunklines; (c) the gradual extension of new lines into the
hinterland; (d) additional electrification of trackage, mainly in the
mountainous area of Szechwan and Shensi: and (e) construction of
industrial spurs, the expansion of rail yards and transfer facilities,
and the building of new repair depots.

In 1973-74, growth in freight traffic has exceeded the growth in rail
transport capacity. Railroad authorities are now contending with wide-
spread-but not crippling-shortages of freight cars, especially tank
cars.

Road construction in 1974 included (a) the construction of nine
trunk highways, mainly in the sparsely populated outer areas which
depend on roads for movement of long-haul freight; (b) the building
of 10,000 km of short-distance roads linking rural counties and com-
munes; and (c) the paving of more than 13,000 km of road with
asphalt and residual oil.

In 1974 and so far in 1975, Chinese ports have been generally able to
handle increasing shipments from Free World countries. Occasionally,
numerous ships have had to wait for berths at Chinese harbors, some
for long periods of time. Meanwhile, the Chinese have continued to
improve their ports and harbors by dredging, construction of new
facilities, purchases of additional materials-handling equipment, and
adoption of improved procedures for loading and unloading cargo.

IX. CONSUMIER: MAKING IT GRADUALLY

The rank-and-file consumer has been benefiting in the last 5 years
from a series of small improvements in his austere living standards.

The quality, variety, and availability of foods continue their
slow longrun rise. Grain is still rationed, normally in adequate
amount, according to age and type of work. Pork, poultry, and
fish appear more frequently on the table, as do fresh fruits and
vegetables.
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Although rationing of cotton cloth persists, clothing standards
are generally perking up. Synthetic fabrics are becoming more
widely available, for example, and adult garb is gradually de-
parting from monotonic blue or gray.

Housing also shows improvement, especially in rural areas.
Members of successful communes are moving up in large numbers
to brick and stone houses through the use of local materials and
their own labor. In urban areas, apartment blocks are being raised
near the new factory buildings, 'and the stock of old housing
seems to be maintained satisfactorily through a combination of
private and collective effort.

The pace of improvement is probably most noticeable in the
ownership of consumer durables-bicycles especially, and watches,
transistor radios, cameras, and sewing machines. China manu-
factures five million bicycles a year, and the total number now
in operation may be about 40 million.

Rudimentary health services are being extended to back areas
through "barefoot doctors," the young medical corpsmen with
3 to 6 months' training. The goal of universal primary education
is gradually being realized as 5-year primary schools are being
set up in even the most remote villages.

The number of small freedoms of choice is gradually expanding.
Nonetheless, the basic pattern of consumption continues to be closely
regulated by a host of Government and quasi-Government bodies.
Finally, the picture of consumption painted by recent visitors to
China usually applies only to favored industrial workers and to mem-
bers of well-to-do communes; it does not accurately reflect the condi-
tions of life of many workers and their families in handicrafts, local
industry and transport, and in backward communes.

X. POPULATION: No SURCEASE-As YET

Data on China's population and on the current population control
pro gram remain so fragmentary that precise numerical estimates are
impossible. The figure of 920 million people, used in this paper
for mid-1974, implies an annual average growth of 2.2 percent since
1957.5 To illustrate the wide range of uncertainty in population figures,
Vice Premier Li Hsien-nien's statement made in mid-1971 to a Cairo
journalist is worth repeating: 6

** * We have been racing against time to cope with the enormous increase in
population. Some people estimate the population at 800 million and some at 750
million. Unfortunately, there are no accurate statistics in this connection. Never-
theless, the officials at the supply and grain department are saying confidently,
"The number is 800 million people." Officials outside the grain department say
the population is "750 million only" while the Ministry of Commerce affirms that
the "number is 830 million." However, the planning department insists that the
number is "less than 750 million." The Ministry of Commerce insists on the bigger
number in order to be able to provide goods in large quantities. The planning
men reduce the figure in order 'to strike a balance in the plans of the various
state departments.

5The population series 'sed in this p per is one developed several years ago for general
U.S. Government use by the Foreign Demographic Analysts Division of the Department of
Commerce. Other estimates imply average growth rates for recent years as low as 1.7
percent.

6Cairo Al-Jiumhurivah in Arabic. p. 9. as reported in FBIS-CHI-71-238. 10 December
1971. AS. (Throughout this paper the abbreviation "FBIS-CHI" refers to the index title
of the Daily Report: People's Republic of China, Foreign Broadcast Information Service.)
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In his January 1975 report, Chou illustrated the looseness of the
PRC's own population figures by alluding to both (a) a population of
"nearly 800 million," and (b) an increase in population of 60 percent
"since liberation," or 878 million, using the regime's figure of 549 mil-
lion for 1949.T

Strong factors favoring high fertility are at work in present-day
China: Improved nutrition; continued gains in public health, now
aided and abetted by the legions of barefoot doctors; 8 the presence of
large and growing numbers of women in the childbearing age groups,
a result of the baby boom of the 1950's and 1960's; the settled societal
conditions of the Fourth Five-Year Plan period; and ingrained atti-
tudes favoring large families, which the immensely improved lot of
children in contemporary China has strengthened in some respects.

The present population control program, which is much more deter-
mined than the campaigns of 1956-58 and 1962-66, has been in effect
only since the Cultural Revolution and has only begun to penetrate
rural areas. The author doubts that it has had appreciable effects on
demographic rates, or rather, he doubts that it has done any more than
offset the strong pronatalist currents noted above. In any case, the data
are not available to judge between those who feel that population has
continued to grow at perhaps 21/4 percent and those, like Orleanis, 9 who
feel that population in recent years has grown at 13/4 percent.

The Chinese Government now appears committed to a determined
effort to bring the rate of population increase down to 1 percent or
below within the next few years. China is beginning to master steroid
chemistry and other fields related to birth control technology. Little of
this technology was available at the time of the first two birth con-
trol campaigns. The account by Djerassi 10 of the amazing progress
made by the People's Republic in developing and distributing oral
contraceptives is "must reading" in this regard.

The main feature distinguishing China's population control effort,
however, is not the grim determination of the policymaker, nor the
change in social attitudes as helped along by Government propaganda.
nor the availability of new birth control technology-it is the tight-
knit organization of Chinese life under the Party. The current birth
control campaign has begun the use of "baby quotas" 11 for low-level
social units. Under this system, a target is set for the number of
births by women in a village or urban block. The quota is discussed,
presumably under the usual rules of the game, i.e., "democratic cen-
tralism." Women with two or three children normally are not author-
ized to have additional children; those with one are eligible; and those
with none are offered, we are told, medical assistance if they wish off-

7 A yearend figure of 548.77 million Is given in Ten Great Years, Peking, Foreign Lan-
guage Press, 1960. p. S.

8Contrary to Chinese pronouncements in the past. which suggested that basic public
health 'problems had been solved throughout the whole country. many backward areas still
exist. In these areas. the efforts of the barefoot doctors will at first raise population
growth rates. for example. through encouragement of better sanitation practices.

D For a summary of Orleans' views and for references to other materials on the subject.
see China's Experience in Population Control: The Elusive AfodeM , prepared for the Com-
mittee on Foreign Affairs. U.S. House of Representatives by the Conuressionll Research
Service. Library of Congress. Washilgton. September 1974; in the foreword, Leo A. Orleans
is identified as the author of the publication.

10 Carl Dierassi. "Some Observations on Current Fertility Control in China." China
Quarterly, No. 57. Janilary-March 1974. pp. 40-62.

11 For an account of baby quotas, see Han Suyin Population Growth and Birth Control
in Chiaa. a paper prepared for the International Industrial Conference jointly sponsored
by The Conference Board and Stanford Research Institute Sept. 17-21, 1973, in San
Francisco, Calif.
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spring. Each layer in the bureaucracy, where the system is being in-
stalled, has begun setting up birth control committees, establishing tar-
gets, holding conferences and expanding the distribution of birth con-
trol materials.

The introduction of the "baby quota" system illustrates the organi-
zational power of the Party, the practicality of the leadership, and
the difference between China and other societies, say, the U.S.S.R. and
India. If Peking were to give highest priority to the sharp curbing
of the birth rate over the next decade, it has the organization in place,
the technology at hand, and changing social attitudes on its side. Since
its reinvigoration after the Cultural Revolution, however, the birth
control program has not been pushed in a harsh manner. Furthermore,
administrators at all levels have a host of other programs competing
for their attention.

XI. EDUCATION: CHANGES TOWARD THE PRACTICAL

The commitment to universal education has been one of the brightest
aspects of the quarter of a century of revolutionary rule in China. But
education for what? By whom? To what level? As part of the whole-
sale adoption of the Soviet model in the 1950's, the new Chinese regime
installed a wide ranging education system designed to bring literacy
to the mass of the Chinese and to train the hundreds of thousands of
scientists, engineers, and technicians needed for forced-draft indus-
trialization and the ultimate building of advanced weapons. The result
was an enormous increase in the number of students, teachers, and
administrators at all levels and, soon, an outpouring of technical grad-
uates of all kinds.

During the Great Leap Forward, the educational system was thrown
into disarray by shortcut methods of instant education. It recovered
with the rest of the economy when the Leap was abandoned. Chairman
Mao rightly regarded the restored educational system as patently
subversive of his revolutionary goals. The education system, particu-
larly in its higher reaches, (a) relied on the written authority of
deceased foreign scholars, (b) accustomed students to the use of the
latest laboratory and hospital equipment (far beyond China's means),
(c) put tecimical expertise to the fore at the expense of ideological
fervor, and (d) accustomed a privileged class of young people to a
life divorced from productive effort, keeping them in student status
often through their late twenties. It was no accident that Mao launched
the Cultural Revolution with a broad attack on the educational and
cultural bureaucracy and that the institutions of higher learning were
shut down for 4 academic years, 1966-70.

The Cultural Revolution was in part Mao's last great attempt to
(a) reimpose his authority on an increasingly technocratic and in-
dependent bureaucracy, and (b) reinvigorate the revolutionary move-
ment with its ornginal spirit of unquestioning loyalty, self-sacrifice,
plain living, and egalitarianism. Insofar as this was the case, Mao won
his share of battles-but not the war-because he could not, or would
not, dismantle the society sufficiently to destroy its deepening techno-
cratic roots.

In education, however, Mao gained many of his objectives. As
shown in table 4, the educational system of the past 5 years differs
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markedly from the older system, especially in the higher ranks. The
system reflects Mao's prescriptions of shorter courses, a student body
with work experience, a revolutionly faculty, a practical curriculum,
and continuous political indoctrination.

TABLE 4.-China: Chtange in educational system

Pre-Cultural Revolution
System

1. 6 years of primary school, 6 years
of middle school, 4-5 years of
college, graduate training in
variety of fields.

2. Preponderance of college students
from urban bourgeois back-
ground.

3. Core of college faculty with back-
ground of Western humanist
tradition.

4. Maintenance of much of the elitist,
lily-white hand tradition of pre-
revolutionary Chinese scholar-
ship.

5. Emphasis on "expertness," i.e., on
ability to perform as a scholar,
scientist, or official.

Post-aultural Revolution
System

1. 5 years of primary school, 5 years of
middle school, 2-3 years interval
of labor or military service, 3-4
years of college, severely restricted
graduate training.

2. Preponderance of college students
from ranks of young workers, peas-
ants, or soldiers.

3. Thin remnant of college faculty wvith
background of Western humanist
tradition.

4. Emphasis on the combining of class-
room work with manual labor and
practical experience, all in a spirit
of 'integrating with the masses."

5. Emphasis on 'redness," i.e., on po-
litical attitude and villinguess to
to serve the revolutionary system.

These Maoist educational standards could not be introduced full-
bloom when the universities and technical institutes began to resume
operation in the fall of 1970. At first, only a fraction of faculty and
student slots were filled, and the curriculum wvas in turmoil. In the
opening rounds of the anti-Confucius campaign, attacks were made
on the examination system as a means of determining the suitability
of students. Rusticated youths who had spent their time feeding hogs
and attending political meetings were praised at the expense of those
who had spent their time studying for examinations. This element of
the anti-Confucius campaign has been muted in the last few months.

In the current academic year, the situation is still unsettled. A
system of recruiting students from factories, communes, and military
units is in operation. At the same time, a small number of exceptionally
gifted youth are being plucked out of the normal track and given
special training in mathematics and other scientific disciplines. The
appointment at the National People's Congress of a Minister of Educa-
tion who was closely connected with pre-Cultural Revolution educa-
tional practices suggests that a seeping back of technical and theoreti-
cal courses is now in progress. 0

At the primary level, the goal of universal 5-year education has
new impetus. Schools are being established fartlher-out in the country-
si'de, manned by rusticated middle-school gracnidites. Training of mil-
lions of teenagers and young adults in industrial skills, agrotechnology,
and paramedical skills has been stepped up in these last few years. The
People's Liberation Army takes in roughly 1 million 18-year-olds
anlually and cycles out a million men w'ith various skills. In general,
the educational system is being fattened at the bottom and miiddle and
nar owed at the top; and the distinction between education and train-
ing is being blurred.

Of course, not all these educational programs are accompanied My
the euphoria portrayed in the official press. Nonetheless, momentum
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does exist in education, and higher education moves along a distinctly
different track from the pre-Cultural Revolution period. Certain of
the changes are responsive to at least the short-term needs of the
economy:

The problem of illiteracy is being attacked on a broader front
than ever before; this is an economy where peasants have to
read instructions on fertilizer bags and workers have to read signs
on machinery.

The economy must benefit strongly from the "investment in
human capital" represented by practical courses in cultivating
cotton and raising pigs, in running a lathe and operating an oil
derrick, in commune bookkeeping, and in preventive rural
medicine.

The economy benefits when the brightest lad or lass in a rural
village is selected to fill the annual slot in a national or provincial
college; the older system was, as Mao said, a class system.

The emphasis on practical work experience as a college entry
requirement, the practical slant of the new curriculum and the new
textbooks, and the general dovetailing of educational and produc-
tive needs are all pluses for the economy.

Even the shortening of undergraduate and graduate courses
and the narrowing of education at the top will benefit the economy
if the forgone classroom hours were, as Mao charged, merely a
prolongation of isolation from useful work.

Over the long run, the reformed system does not seem capable of
supplying adequate replacements for the several hundred top-drawer
scientists, now elderly, who received their advanced training in the
United States, Germany, the United Kingdom, and other centers of
advanced science. The Government will find itself more and more
pressed to restore some of the elitist aspects of the old system if it is to
meet the more difficult technological challenges of the future. In the
meantime, China still retains much of "the advantage of being be-
hind," that is, the opportunity to benefit from high-technology methods
and products on which others have paid the cost of pioneering.

XII. PROSPECTS: TECHNOCRATIC FuTURn

One of the most striking paragraphs in Chou's speech to the Fourth
National People's Congress dealt with the future prospects for the
economy: 12

On Chairman Mao's instructions, it was suggested in the report on the work
of the Government to the 3d National People's Congress that we might en-
visage the development of our national economy in two stages beginning from
the third 5-year plan: The first stage is to build an independent and relatively
comprehensive industrial and economic system in 15 years, that is before 1980;
the second stage is to accomplish the comprehensive modernization of agricul-
ture, industry, national defense and science and technology before the end of the
century. so that our national economy will be advancing in the front ranks of
the world.

The economic progress of the People's Republic in the first quarter
of a century has been a mixture of palpable successes, partial failures,
andd unfinished tasks. The economv has showed undeniable strength
in its ability to feed a huge population, expand industrial capacity

'- FBIS-CHI-75-13, Jan. 20, 1975, D23.
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and output, and simultaneously maintain a powerful military defense.
At the same time, progress has been highly erratic because of political
turbulence.

Near-term economic prospects, i.e., for the period of the new Fifth
Five-Year Plan (1976-80), are comparatively easy to assess. We
know the agricultural and capital plant now in place, and we know
the general thrust of plans for the expansion of productive capacity.
Agricultural output will increase as greater inputs come from indus-
try, especially when the new foreign fertilizer plants are commis-
sioned toward the end of the plan period. Weather will lose some
of its force as the major factor determining annual output, since
massive effort continues to go into water control projects. As agri-
cultural technology improves, the blending of the productive factors
will increase in importance, for example, the provision of the proper
soil and moisture conditions for new seed varieties.

In industry, expansion of output in steel, petrochemical, and other
priority branches will be determined largely by new plants already
under construction. Industrial growth rates will be held down by
continuing strains on capacity in basic industries. The high catchup
rates of the years following the Cultural Revolution will not be
repeated in 1976-80.

As for foreign trade, the momentum gained in exploring for oil,
developing new oil fields, and expanding pipeline and port facilities
will maintain oil's top billing as the fastest growing major export.
At the same time, short-term prospects are poor for sales of China's
traditional exports because of the weakening of demand in the
recession-hit industrial economies. Trade and other financial dealings
with Hong Kong will continue to yield net annual earnings of more
than a billion dollars in hard currency, assuming no great change in
the political status of the Crown Colony. Peking almost certainly
will move cautiously in expanding its debt with foreign suppliers. As
for relations with the U.S.S.R.. China has no compelling economic
reason for welcoming a rapprochement with its former Communist
partner.

China, as argued above, has the administrative muscle, the orga-
nizational capacity, and the scientific know-how to rapidly curb popu-
lation growth. However, this program almost certainly will not get
the sustained priority over these 5 years necessary to obtain this result.
The reasoning here is that a host of other problems (many attendant
upon the fading from power of Mao and Chou) will take up the time
of the leadership.

In general, the roots of the PRC economic system-as was demon-
strated during the Cultural Revolution-are so deep that only a polit-
ical cataclysm could dislodge the institutions and practices of every-
day economic life.13

Among the critical problems of the transition period is the main-
tenance of productive incentive and morale. Although most people
have been benefiting from gradual improvements in living standards,
the absolute level remains austere. As is often the case, the most dis-
content seems to come from not the poorest groups but comparatively

13 For an authoritative survey of the whole transitional problem-political, economic.
military-see A. Doak Barnett, Uncertain Passage: China's Transition to the Post-Mao Era,
Washington, Brookings, 1974.
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well-off groups who want more rapid improvements. In 1974, for
example, spot shortages of consumer goods caused slowdowns and even
strikes among industrial workers. Of greater long-run importance is
the morale of the urban middle-school graduates, sent to the country-
side for a lifetime of service to Chairman Mao. Also of importance to
morale is the possibility that hard-liners may come to power and
crack down on the private plots and private trade in the countryside.

The possibilities fan out rapidly beyond 1980. In some respects
China is peculiarly well-situated for the long haul; the People's
Republic:

has the natural resources of a superpower with the consumption
standards of an LDC;

has instituted tremendous programs of forestation and water
control, which ought to ease the Malthusian pressure; and

has encouraged the rank and file to maintain the timehonored
Chinese practices of (a) living frugally, (b) recycling human and
animal wastes, (c) making good use of discarded equipment and,
in general, (d) squeezing the most possible out of limited resources.

In other respects, China may run into trouble; the People's Republic:
will find it much harder to run a Soviet-style economy when the

product mix becomes more complex and the priorities more diffi-
cult to sort out; the Chinese economy today does not require as
tight gearing as the Soviet economy and hence has not faced some
of the problems fundamental to the system; and

may be unable, without the unifying presence of Mao, to keep
the spirit of revolutionary sacrifice alive or, alternatively, may
lack the resources to make village life palatable to a new educated
generation.

Even if the People's Republic succeeds, and it almost surely will, in
further outdistancing most other large LDC's by the year 2000, it can
hardly make up the enormous gap between itself and the countries in
the front ranks. These countries, like Japan and the leading Western
nations, could until the last 18 months have been expected to march
rapidly ahead from their own advanced position. Now they are beset
with the triple problems of recession, inflation, and huge oil bills,
headaches which the Chinese leadership has been spared. Regardless of
the difficulties of these other nations, however, Peking will need much
more time to achieve industrial parity.

As a final word of caution, the economic progress of the People's
Republic has been interrupted in the first 25 years by two prolonged
periods of political turmoil. Wide differences in approach to economic
development persist within the leadership and may be the cause of
intensified conflict during the transitional period. The observer thus
should not expect economic progress over the next 25 years to proceed
in steady straight-line fashion.

51-174 0 -75 - 4
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APPENDIX A

UPDATING OF SIMPLIFIED GNP ACCOUNTS

The dollar estimates of the gross national product (GNP) of the People's
Republic of China, 1949-74, presented in this paper were calculated using the same
simplified methodology of the author's earlier paper."' Briefly, this methodology
involves (a) constructing an index of aggregate physical output by combining an
index of agricultural production with Field's index of industrial output,' and
(b) converting this index series to a series in U.S. dollars through use of an
estimated value of $48.19 billion for Chinese GNP in 1955. The original JEC-72
series was in 1970 U.S. dollars; the present series is in 1973 dollars; the ratio of
the GNP price deflator for 1973 to the deflator for 1955 is 1.6983."

TABLE 5.-CHINA: LINE ITEMS IN CALCULATION OF GNP, 1949-741

Line item 1949 1950 1951 1952 1953 1954 1955 1956 1957

1-2. Grain (million metric tons) - 108
3. Grain index (1957=100) - 58.38
4. Food production index (1957=

100) 58. 38
5. Cotton (million metric tons). .44
6. Nonfood production index

(1957=100) 27.50
7. Food index times 0.85 - 49.62
8. Nonfood index times 0.15 - 4.13
9. Agricultural production index

(1957-100) -- -- ------ 53.75
10. Agricultural index times 2 - 107.49

11-12. Industrial production index
(1957 =100) 19.95

13. Line 10 plus line 12 - 127.44
14. GNP index (1957=100) - 42.48
15. GNP (billion 1973 U.S. dollars) 39.89
16. Population, midyear (million

persons) 537.9
17. Per capita GNP (1973 U.S.

dollars) 74.17
18. Index of per capita GNP

(1957 = 100) 50.62

125 135 154 157 160
67.57 72.97 83.24 84.86 86.49

67. 57 72.97 83. 24 84.86 86.49
.69 1.0 1.3 1.2 1.1

43. 13 62. 50 81.25 75.00 68.75
57. 43 62. 03 70. 76 72.14 73.51
6.47 9.38 12.19 11.25 10.31

63.90 71.40 82.94 83.39 83.83
127.80 142.80 165.89 166.77 167.65

27.44 37. 53 48.00 60.57 70.39
155.24 180.33 213.89 227.34 238.04
51.75 60.11 71.30 75.78 79.35
48.60 56.45 66.95 71.16 74.51

547.4 558. 1 569.9 582.6 596.2

88.78 101.15 117.48 122.15 124.98

60.59 69.03 80. 18 83. 36 85.30

175
94. 59

94. 59
1.5

93. 75
80. 41
14. 06

94.47
188.94

72. 51
261.45
87.15
81. 84

610.6

134. 03

91. 47

182 185
98.38 100.00

98.38 100.00
1.4 1.6

87.50 100.00
83.62 85.00
13.13 15.00

96.75 100.00
193.49 200.00

88.44 100.00
281.93 300.00
93.98 100.00
88.25 93.91

625.5 640.9

141.09 146.53

96.29 100.00

1958 1959 1960 1961 1962 1963 1964 1965 1966

1-2. Grain (million metric tons) 200 165 160 160 180 185 195 210
3. Grain index (1957= 100) 108.11 89.19 86.49 86.49 97.30 100.00 105.41 113.51
4. Food production index (1957=

100) 108. 11 2 84.23 2 81.68 2 81.68 97.30 100.00 105.41 113. 51
5. Cotton (million metric tons) 1.7 1.2 .9 .8 1.0 1.2 1.7 1. 9
6. Nonfood production index

(1957=100) 106. 25 75.00 56.25 50.00 62.50 75.00 106.25 118.75
7. Food index 'imes 0.85. 91. 89 71.60 69.43 69.43 82.70 85.00 89.59 96.49
8. Nonfood index times 0.15.. 15.94 11.25 8.44 7.50 9.38 11.25 15.94 17. 81
9. Agricultural production index

(1957=100) . 107. 83 82.85 77. 87 76.93 92.08 96. 25 105. 53 114. 30
10. Agricultural index times 2. 215.66 165.70 155.73 153.86 184.16 192.50 211.06 228. 60

11-12. Industrial production index
(1957=100) 144.77 177.00 184.15 108.04 114.16 136.86 162.74 199.38

13. Line 10 plus line 12 360. 43 342. 70 339.88 261.90 298.32 329. 36 373.80 427. 98
14. GNP index (1957-100) 120. 14 114. 23 113.29 87.30 99.44 109.79 124.60 142.66
15. GNP (billion 1973 U.S. dollars) 112.83 107.28 106.39 81.98 93.38 103. 10 117.01 133.97
16. Population, midyear (million

persons). 656.6 671.8 684.6 694.6 704.3 716.3 730.8 746.6
17. Per capita GNP (1973 U.S. dol- ~ .6 6 18 6 46 6 46 0 . 1 . 3 . 4 .
18. odex of -p - --capita GNP do 171.83 159.68 155.41 118.03 132.59 143.93 160.12 179.44
18. Index of per capita GNP

(1957=100) -------- 117.27 108.98 106.06 80.55 90.49 98.23 109.27 122.46

215
116. 22

116. 22
1.8

112.50
98. 78
16.88

115.66
231. 32

230. 71
462. 03
154. 01
144. 63

763. 2

189. 50

129. 33

See footnotes at end of table, p. 43.

1" For a complete description of the methodology, See Ashbrook, JEC-72, pp. 41-47.
15 For the latest computation of this industrial Index, see Robert Michael Field's paper In

this volume.
10 Economic Report of the President, February 1975, Washington, Government Printing

Office, table C-3, p. 252. The value in table 5 of the present paper of $81.84 billion for GNP
in 1955 was found by multiplying $48.19 by 1.6983.
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TABLE 5.-CHINA: LINE ITEMS IN CALCULATION OF GNP, 1949-74 '-Continued

1974 pre-
Line item 1967 1968 1969 1970 1971 1972 1973 liminary

1-2. Grain (million metric tons) -- 230 215 220 240 246 240 250 255
3. Grain index (1957=100) 124.32 116.22 118.92 129.73 132.97 129.73 135.14 137.84
4. Food production index (1957=100).--- 124.32 116.22 118.92 129.73 132.97 129.73 135.14 137.84
5. Cotton (million metric tons) - - 1.9 1.8 1.8 2.0 2.2 2.1 2.5 2.5
6. Nonfood production index (1957=

100) -- 118.75 112.50 112.50 125.00 137.50 131.25 156.25 156.25
7. Food index times 0.85 - - 105.68 98.78 101.06 110.27 113.03 110.27 114.86 117.16
8. Nonfood index times 0.15- - 17.81 16.88 16.88 18.75 20.63 19.69 23.44 23.44
9. Agricultural production index (1957=

100)--- 123.49 115.66 117.96 129.02 133.65 129.96 138.30 140.60
10. Agricultural index times 2 246.98 231.32 235.91 258.04 267.30 259.92 276.60 281.2011-12. Industrial production index (1957=

100) - -201.90 222. 10 264.62 313.33 341.15 370.73 415.80 432. 27
13. Line 10 plus line 12- 448.88 453.42 500.53 571.37 608.45 630.65 692.40 713.47
14. GNP index (1957=100) 149.63 151.14 166.84 190.46 202.82 210.22 230.80 237.82
15. GNP (billion 1973 U.S. dollars) -- 140.51 141.93 156.68 178.86 190.47 197.41 216.75 223.34
16. Population, midyear (million persons) 780.5 798.4 817.2 836.7 856.9 877.5 898.6 920.1
17. Per capita GNP (1973 U.S. dollars) 180.03 177.77 191.73 213.77 222.27 224.97 241.20 242.73
18. Index of per capita GNP (1957=100) 122.86 121.32 130.85 145.89 151.69 153.53 164.61 165.66

'A brief explanation of the methodologyand assumptionsused in derivingthistableis presented in App. Aof the presentpaper; a complete explanation is presented in the author's previous paper (Ashbrook, JEC-72, pp. 41-47). The index
number series and the GNP series of this table are presented with 2 extra digits to facilitate intermediate calculations;
the extra digits are not themselves significant digits; similarly, the population figures are presented to 4 digits, even thoughprecise data on population are not available.

2 The food production index deviates from the grain index only in the three disaster years, 1959-61. It was assumed
that grain represented 85 percent of the value of food production in all years except for these three, when it represented90 percent.

Comparison of the Old and New Calculations

Table 5 presents line items that represent successive steps in the calculations
as set forth in detail in the earlier paper. In the original calculation, the grain
estimate for several years was presented as a range in line 1, and the midpoints
were presented in line 2; in the present version, the grain estimates are single-
valued estimates for all years ; hence lines 1 and 2 are identical. In similar fash-
ion, the industrial production index for several years was presented originally
as a range in line 11, and the midpoints were presented in line 12; in the present
version, the industrial index estimates are single-valued estimates for all years;
hence lines 11 and 12 are identical.

The results of the new computations, in addition to bringing 3 new years into
the mold, are (a) to raise the tilt of the GNP curve after 1957, because of higher
estimates for grain output starting in 1962 and for industrial production starting
in 1958, (b) to introduce a 14 percent inflation element in the monetary value
of GNP because of the change from 1970 dollars to 1973 dollars, but (c) to
leave the profile of the curve essentially undisturbed. The average rates of
growth of GNP and its two components in the new computations (JEO-75)
compared with the old computations (JEC-72) are as follows:

[in percent]

1950-57 1958-71

Item JEC-72 JEC-75 JEC-72 JEC-75

GNP -10.8 11.3 3.3 5.2
Agricultural output - -8. 1 8. 1 1.0 2.1
Industrial output --- 19.0 22.3 6.5 9. 2
Population- - - 2.2 2.2 2.1 2.1
Per capita GNP - - 8.3 8.9 1.2 3.0

The new rates for 1950-57 (1949 base) are little changed; the new rates for
1958-71 (1957 base) are appreciably higher. The higher rate for the agricultural
component is more satisfactory if, as is done in this paper, a high population
growth rate of 2.1 to 2.2 percent is used; the combination of a high population
growth rate with a low agricultural growth rate in the JEC-72 paper was un-
satisfactory. The rise in the industrial production estimate primarily stems
from the inclusion of several new series for fast-growing machinery items in the
Field index.
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The new calculations yield the following average annual rates of growth for
the 17-year period, 1958-74 (1957 base)

Percent

GNP --------------------------------------------------------------- 5. 2
Agricultural output----------------------------------------- 2. 0
Industrial output---------------------------------------------------- 9. 0
Population ---------------------------------------------------------- 2. 1
Per capita GNP----------------------------------------------------- 3. 0

Observations on the Calculktions

These last calculations are generally consistent with long-term trends implicit
in Peking's pattern of priorities and confirmed in qualitative fashion by China
watchers.' First, agricultural output has been growing approximately in line
with population. Long-term improvements in food consumption have been grad-
ual. They have taken the form, not of per capita increases in grain production,
but rather of improvements in quality, variety, and availability of many non-
grain foods. Many of these small betterments are based on the private plots and
private livestock; private activity is not taken account of in the agricultural
component of the present index. The agricultural numbers are consistent with
Peking's concern to raise agriculture to a new plateau in the 1980's in order to
handle bad crop years without recourse to large-scale imports.

Second, the long-term rate of growth of industrial production is closer to the
9 percent of the past 17 years than the higher percentage gains calculated from
the small bases of the first decade. A rate of 9 percent is remarkable enough,
resulting in a doubling of output every 8 years. This rate will edge downward
to judge from problems encountered in 1974, when the leadership began to face
up to the need for a large new round of investment in basic industrial branches.

Third, the growth in per capita GNP of 3.0 percent reflects the existence of
considerable growth potential in the economy, given the effective restraints on
the growth of consumption per capita. The absolute per capita GNP figure for
1974 of $240 in this paper is 60 percent above the $150 figure for 1971 in the
earlier paper. This results from the shrinkage of the dollar measuring rod, the
upward revision of the estimates of agricultural and industrial output used in
computing GNP, and the passing of 3 years of moderate economic policy and
solid economic growth. The current $240 should be compared to the figure of
about $100 in the early 1950's (see table 5). China remains a big poor country-
but it is a country that is justifiably proud of its achievements in capital con-
struction and its mastery of modern weapons. China is 8ui generis, by no means
an ordinary LDC, yet not a modern industrial nation either.

Criticisms of the GNP Methodology

Three major reservations on the procedures and results of the methodology
are: "

(1) The sparse coverage of individual commodities; in the agricultural com-
ponent, only grains and cotton are used, and no distinction is made among indi-
vidual grains, which may vary widely in economic significance per ton; soybeans,
pork, poultry, sugar, and ramie and hemp crops are among the important omis-
sions; in the industrial component, the coverage of the Field index has been
raised from 11 major items (JEC-72) to 27 major items, with the coverage of
machine building being most strongly affected; with this extension of coverage
in industry, the sparse coverage in agriculture remains as the more important
issue; the focus on basic agricultural and industrial items at the expense of
faster growing nonbasic items may result in an understating of GNP growth.

(2) The subsuming of all sectoral economic activity under the two grand cate-
goris of agriculture-related and industry-related activity; as the Chinese econ-
omy takes on a larger product mix with a growing proportion of technologically
advanced products, the relation of transportation, communication, finance, trade,
health, educational, and Government services to the material sectors will change;

17 For another estimate of China's national output. see Shlgeru Ishikawa. "Prospects of
the Chinese Economy: Trends and Cycles," Pacific Community, vol. 4, No. 2, January 1973,
pp. 2!iO-264.

is This discussion depends heavily on a very helpful critique of the methodology bv Dr.
K. C. Yeh of the Economics Derartment of the Rand Corp. The author was unable to follow
up on some of Dr. Yeh's valuable suggestions. In many cases. Improvements must wait upon
the receipt and analysis of more detailed information from the PRC.
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because of certain unique qualities of the Chinese economy-such as the absenceof a huge rural-to-urban migration-the study of trends in relationships amongthe various sectors in the PRC may turn up a few surprises; even conceding thatthe PRC is not moving toward an affluent society, this lumping of sectors mayresult in an understating of GNP growth.
(3) The use of final output rather than value-added in the agricultural compo-nent; because of the sharp upward trend in increases in inputs from the indus-trial sector into agriculture, the failure to use value-added may result in an over-stating of GNP growth; in constructing the industrial index, Field uses wage-bill

weights as an approximation for value-added.

A Summing Up
The GNP estimates obtained by use of this simplified methodology have beenupdated from the JEC-72 paper without any change in the methodology itself.The estimates have been improved by the incorporation of more consistent grainestimates and by the broadening of the industrial component (Field's index).The results, while still rough, seem reasonable. Specifically, the profile of GNPover time, the interrelationships of growth rates (e.g., population versus agri-cultural production), and the absolute level of per capita GNP appear consistentwith the bits and pieces of economic information available from various sources.This simplified methodology will no longer be appropriate when and if theChinese Government chooses to release the economic data now available within

its revivified statistical system.

APPENDIX B

SOURCES OF INFORMATION ON THE CHINESE EcONOMY
In his 1972 article, the author suggested that the flow of economic informationfrom the People's Republic of China would "increase substantially over the next

few years after the statistical drought of the 1960's." 19 Three years later, inearly 1975, the Chinese Government has only slightly relaxed its tight hold onnational production figures. A large statistical apparatus is in place, restored
to good bureaucratic health after the disruptions of the Cultural Revolution.
Premier Chou En-lai, however, has pushed aside inquiries about the release of
more economic data by saying the system needs more seasoning before detailed
figures can be made public.

The following notes bring up to date the information in the author's previous
account, arranged in the same five categories of information:

(1) Foreign trade data released in varying (detail by most of China's trading
partners: The level of information from this source remains the same as in
1972. The observer of the Chinese scene continues to draw valuable inferences
from analysis of fluctuations in Chinese imports of grain and fertilizer, purchases
of machinery and equipment, and exports of manufacturers and raw materials.
Tihe growing production and exports oif oil are an example of an important trend
that has been readily observable through this source.

(2) Economic releases by the Chinese Government: The indispensable refer-
ence source for the 1950's, the handbook compiled by the State Statistical Bu-
reau, "Ten Great Years," 20 has faded back in time 3 more years since the previous
article. Nothing has replaced it. In retrospect, the handful of national production
figures given at the end of 1970 by Chou to the late American author Edgar Snow
did not foreshadow the lifting of the statistical blackout. Only fragmentary infor-
mation has appeared in tie Chinese press in 3 years since JEC-72: (a) Sporadic
annual production figures for grain, steel, and oil; (b) scattered claims of per-
centage increases in the national production of coal, electric power, cement, trac-
tors, and other machinery items, often given on the distant bases of 1949, the
year of Communist takeover, or 1965, the year preceding the Cultural Revolu-
tion; and (c) claims of annual percentage increases in gross industrial produc-
tion over the preceding year for most of the 29 provincial-level units. These last
figures have been successfully reconciled with percentage figures on gross indus-
trial production for all of China by tying the percentages back to the absolute
figures published for the 1950's."

1D See Ashbrook. JEC-72. pp. 49-51.
2D Peking. Foreign Lnngtuare Press. 1960.
2 Robert Michael Field. Nicholas R. Lardy. John Philip Emerson "A Reconstruction ofGross Value of Industrial Output by Province in the People's Republic of China" (draft of

forthcoming article).
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At the Fourth National People's Congress in mid-January 1975, Chou included
in his "state of the union" address one paragraph on the economic results in 1974.
With the exception of some earlier sketchy reports on agriculture output, this
paragraph contains practically all the national statistical data released on the
year 1974: 22

"We have overfulfilled the third 5-year plan and will successfully fulfill the
fourth 5-year plan in 1975. Our country has won good harvests for 13 years run-
ning. The total value of agricultural output for 1974 is estimated to be 51 percent
higher than that for 1964. This fully demonstrates the superiority of the people's
commune. While China's population has increased 60 percent since the liberation
of the country, grain output has increased 140 percent and cotton 470 percent. In
a country like ours with a population of nearly 800 million, we have succeeded in
ensuring the people their basic needs in food and clothing. Gross industrial out-
put for 1974 is estimated to be 190 percent more than 1964, and the output of
major products has greatly increased. Steel has increased 120 percent, coal 91
percent, petroleum 650 percent, electric power 200 percent, chemical ferti izer 330
percent, tractors 520 percent, cotton yarn 85 percent and chemical fibres 330 per-
cent. Through our own efforts in these 10 years we have completed 1,100 big and
medium-sized projects, successfully carried out hydrogen bomb tests and launched
manmade earth satellites. In contrast to the economic turmoil and inflation in
the capitalist world, we have maintained a balance between our national revenue
and expenditure and contracted no external or internal debts. Prices have re-
mained stable, the people's livelihood has steadily improved and socialist con-
struction has flourished. Reactionaries at home and abroad asserted that the
Great Proletarian Cultural Revolution would certainly disrupt the development
of our national economy, but facts have now given them a strong rebuttal."

(3) Eyewitness reports of refugees and emigrants and of journalists, business-
men, technical people, and other visitors to China: This category has produced
the main increase in information on China in the past 3 years. As a result
of the opening of relations between the United States and the People's Republic,
more than 2,000 Americans have visited China. Among these visitors have been
several well-known economists, including Alexander Eckstein (Michigan), John
Kenneth Galbraith (Harvard), Wassily Leontief (Harvard), and James Tobin
(Yale). These Professors of the Dismal Science have received a wide audience
for their reports. Their collective observations have helped to solidify foreign
appraisals of the Chinese economy and to fill in details of interest to the eco-
nomic fraternity. Their findings did not, at least so far as the author can
judge, modify any of the generally held views about the physical achievements
or the overall condition of the economy. This was not surprising. Several years
ago, an academic visitor put it something like this, "If you are greatly taken
by surprise by what you see in China, you have not done your homework."
Presumably, he was referring to the availability of enough first-rate books,
films, and journalistic reports by earlier visitors to form a reasonable impres-
sion of what things are like in China. In weighing the reports of visitors, it
must be kept in mind that (a) visitors usually are selected by the Chinese
Government from people at least mildly sympathetic with the government
and (b) they normally see only the showplace cities, factories, and communes
and have close contact only with carefully screened people.

(4) Soviet analogies: The economy of the People's Republic has the skeletal
structure of the Soviet economy because of the adoption of the Soviet system
by the new PRC Government in the 1950's. The structural similarity of the
two systems has aided the outside observer in piecing together the Chinese
economic picture. The use of Soviet analogies, however, had gone about as
far as it was going to go by 1972. In the subsequent years, the Chinese-or
is it the Soviets?-have been willing to move away from the Soviet model in
a number of pragmatic details. At any rate, this now ranks as a wornout source
of information on the Chinese economy.

(5) Scholarly appraisals: The last 3 years have witnessed an increased flow
of scholarly books and journal articles on China, stimulated by the greater
openness of China to the outside world and the accumulating economic and
political strength of the PRC. This interest is heightened by fascination with
the fate of the revolution in the period that will follow after Mao and Chou
leave the scene.

22 FBIS-CHI-75-13, Jan. 20, 1975, D21.
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Summary: For the student of the Chinese economy, particularly the U.S.
student, one of the most important gains in information in the past 3 years 4 ,,
has been the on-the-spot observations of Western visitors, including leading
American economists. Although the hoped-for lifting of the statistical blackout
is yet to come, the generally moderate tone of the Fourth National People's
Congress in January 1975 is cause for renewed optimism. Meanwhile, the piec-
ing together of information on the Chinese economy gives varying feelings of
confidence about the state of our knowledge of particular economic sectors. We
have a good picture of foreign trade flows, a reasonably precise picture of
Chinese economic priorities and the general industrial and agricultural situa-
tion, and only a hazy picture of the military sector and of details of the annual
and 5-year plans. Our appraisal of economic motivation is especially conjectural.

APPENDIX C

THE CHINESE VARIANT OF THE SOVIET ECONOMIC MODEL

The Chinese economy is a variant of the Soviet-style "command economy"
that incorporates important features of both traditional Chinese society and the
Communist revolution.

Soviet-Style Command Economy

In the 1950's, Sino-Soviet cooperation was at its height and the Chinese were
rapidly learning from Soviet engineers and scientists. China adopted the Soviet
economic system wholesale, including the following major features:

(a) State ownership of industrial, transportation, and financial facilities
of any importance;

(b) Collectivization of agriculture;
(c) Tight centralized control over the division of resources among invest-

ment, defense, and consumption and over the allocation of key commodities;
(d) Adoption of a development strategy of forced-draft industrialization,

under which priority is given to investment and, within investment, to the
development of heavy industry;

(e) Setting of growth targets in annual and 5-year economic plans;
(t) Establishment of a massive bureaucracy to spell out the details of the

plans and to administer the day-by-day operation of the economy;
(g) Organization of Party units at every level to monitor the performance

of the economic bureaucracy and individual enterprises;
(h) Formation of mass organizations-trade unions, peasant associations,

youth leagues, women's associations, professional bodies-to provide further
layers of Party control over the economy; and

(i) The use of foreign trade to procure machinery and technology not
available at home, with the ultimate objective of economic self-sufficiency.

The Soviet imprint on the Chinese economy was deepened by the dispatch
of 12,000 Soviet engineers and technicians to China in the 1950's, the training of
several thousand advanced Chinese technical students in the U.S.S.R., the wide-
spread adoption of Soviet technical manuals and administrative handbooks, and
the wholesale introduction of Russian language training into the schools.

Furthermore, China became wedded to Soviet technical standards and Soviet-
mainufactured equipment. The core of the snecessful basic industrial advance
of the 1950's was approximately 150 modern Soviet-equipped projects-steel
mills, machinery plants, electric powerplants, et cetera. 23

Economic contact with the U.S.S.R. is now largely confined to a small flow
of spare parts from the U.S.S.R. and border trade in locally produced goods.
Enelish has regained its place as the major foreign language in the educational
system. Even so, the skeletal structure of the Chinese economy continues to
bear an unmistakable family resemblance to the structure of the Soviet econ-
omy. In basic industry and in the defense sector, much of the heavy equip-

ment still bears Cyrillic legends. Figure 2 is a schematic diagram of the economic
decisionmaking structure of the PRC.

23 The Chinese and Soviets had agreed on a program of 300 plants to be constructed over
a period of 15 years(1953-67). When the Soviet technicians went home in 1960, about halfthis number had been completed. .
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Figure 2

CHINA: Economic Decision-Making Structure
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Traditional Chinese Features

Several features of traditional Chinese society continue to strongly influence
the working of the economy today. Of great importance is the cellular organiza-
tion of the countryside-starting with the small farm village, most of whose
inhabitants are likely to be related; a group of small villages is linked economi-
cally to a larger market village; and, in turn, several market villages pay eco-
nomic and political homage to a still larger administrative town. Peking has
iong since abandoned the unwieldly commune of the Leap Forward era, which
jumbled an average of 25,000 rural people into one big all-purpose supercollec-
tive. The government now effectively- uses for its own purposes the traditional
structure of the countryside:

The village, typically of 100 to 200 people, is the basic agricultural produc-
tion unit, designated the production team.

The larger market village serves as headquarters for the production
brigade, consisting of about 10 production teams.

The old administrative town is the headquarters for the commune, a
greatly scaled-down version of its Leap Forward namesake, made up of
perhaps a half dozen production bridgades and embracing on the average
8,000 to 9,000 persons.

The cities, are similarly organized in hierarchical fashion. The 5.7 million
people of the urbanized areas of Shanghai, for example, are divided into 10
districts averaging a half million people each; and the 10 districts are split
into a total of 110 street organizations averaging 50,000 people each. The break-
down proceeds to small lane groups. As in the case of rural organizations, this
hierarchical pattern of organization-with people in each unit collectively re-
sponsible for meeting the obligations of the group and with a leavening of Party
members in each unit-has many parallels with traditional patterns of social
control.

As for the family, Communist fulminations against the old-style family are
directed more against the inward-looking objectives and the structure of values
of the traditional family rather than against its organization. Among the exces-
sives of the Leap Forward was the ill-fated attempt to eliminate the family and
to press people into communal barracks, segregated by sex. This scheme never
got off the ground because of its unrealistic objectives and the lack of resources
to build new housing facilities. It was quickly abandoned in the early stages
of the Leap.

One can argue that the family has been greatly strengthened in a number of
important ways in the quarter century of Communist rule. For example, once
the initial purge of its enemies of the regime was completed, the restoration
of economic law and order meant a sharp decline in disruptions of families from
flood, famine, disease, war, and crime. Furthermore, the imposition of effective
control over the internal movement of all citizens, as well as the recognition
of the family as a handy administrative unit, reinforced the pattern of stability.
In addition to traditional organizational features, a number of old-style per
sonal characteristics and social behavior patterns continue to be important, in
Chinese society today. Among the time-honored personal characteristics of value
to the new Communist masters of China: frugality, industriousness, and dura-
bility. Among the. social behavior patterns of value: adaptability to group en-
dea9vor. submission to authority, and feeling of Han racial superiority.

The operators of any Soviet-style command economy quickly come to realize
that administrative effort is a scarce resource. No matter how eager and dedi-
cated the new holders of the mandate of heaven, they cannot effectively innovate
and follow up in every aspect of Chinese economic life. Thus even the adoption
of the totalitarian Soviet model has meant the acceptance of a great deal of
old China that should or could not be changed at once. Many everyday customs
and procedures must be transferred over to the new statist framework with
little alteration. Consequently, the old China hand can point to a host of Chinese
ways that have little changed-dietary preferences, a great deal of the housing
stock and house furnishings, the appearance of much of the countryside, the
tough physical working conditions, the look of a myriad small shops and stalls,
and the customs. But equally, the young student of the Communist revolution
can draw up his list of Maoist features that have made a vast difference in the
conduct of economic affairs.
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New Communist Features

The salient Communist features that mark the Chinese version of the Soviet
model are mainly nonphysical, that is, they involve aspirations, attitudes, pri-
orities, and sources of motivation.

The Communists, while disavowing racism, have shrewdly exploited the
Chinese sense of racial superiority. Enemies of the Maoist regime and Chinese
overseas share in the pride of the Chairman's assertion "China has stood up."
This pride was in large measure the driving force of the revolution itself; the
Chinese people, it was pointed out, have been humiliated by foreigners for 100
years and were not masters on their own soil. This pride helps explain why the
Chinese in the late 1950's were willing to goad the Soviet leadership into with-
drawing its technicians and their blueprints. It helps explain why Western
technicians are now being allowed into China only under severe limitations and
why the Chinese like to twit the Soviets about their soliciting Japanese aid for
the development of Siberian resources.

The emphasis on self-sufficiency and self-reliance extends to domestic eco-
nomic activity as well. Chinese spokesmen tirelessly praise the pace-setting
Ta-chai agricultural production brigade in Shansi Province for having trans-
formed barren land into productive fields and for not having drawn on the state
treasury after flood ruined the crops. In the industrial sector, the crews at the
Ta-ching oilfield are cited for their exemplary performance in working under
rugged conditions, devising new methods of drilling and pumping oil, making
drill bits last longer, and raising output through revolutionary zeal.

Whereas traditional Chinese attitudes prescribe the maintenance of outward
face regardless of the real inner attitude, the Communists insist on conformity
within-red hearts as well as red exteriors. The Communist pressure to bare
one's political soul in public, especially during "struggle-criticism-transforma-
tion" campaigns, is perhaps the most disturbing aspect of the new regime for
many educated people. By now, most individuals almost certainly have developed
fairly successful defenses strategies-based on traditional Chinese skill in mask-
ing the inner self. This recalcitrance is periodically denounced in the Communist
press.

The new masters are trying to change the old ways of putting self and family
first. In many respects, they have succeeded in mustering enthusiasm for na-
tional and collective goals, particularly when pride in Chinese superiority is in-
volved. The greatly increased literacy of the population, the spread of news-
papers and radio broadcasting, the creation of a national army, and the organiza-
tional abilities of the Party have wrought enormous changes in the outlook of the
rank-and-file Chinese. In any event, two-thirds of the population has no remem-
brance of the pre-Communist era. Heretical influences remain, in part because of
the impossibility of rooting out all proscribed influences at once and in part be-
cause of the wavering within the leadership on the relative importance of political
conformity and technical excellence.

A momentous new feature of the economy under Communism is egalitarianism.
At the bottom of the economic ladder, the new regime has succeeded in establish-
ing a subsistence floor below which few if any people fall. At the top, the tradi-
tion of plain living inherited from the early days of the Party retains consider-
able vigor. Few nations, certainly not in the Third World, have managed to
achieve a like degree of economic leveling.

At the same time, psychological inequality remains. Despite Mao's removal
of ranks, titles, and epaulets, the Chinese retain an acute awareness of pecking
order. The formation of the 7 May schools, which give chairborne bureaucrats
a taste of rough farmwork, are a major example of Mao's continuing struggle
against this enduring behavior pattern.

Another revolutionary feature of the economy is the eradication of the great
bulk of theft, bribery, racketeering, and prostitution. Present-day China, it has
been well said, is a veritable sink of morality. The straight-and-narrow conduct
of the great majority of people is no doubt due to a combination of (a) constant
surveillance, which makes it difficult not only to engage in wrongdoing but also
to enjoy its fruits, (b) wholesale indoctrination, (c) the absence of starvation
as a prod, (d) the stabilization of the family unit (as argued above), and
(e) pride.
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The most common departure from moral probity is the use of influence in
getting scarce goods, higher pay, and cushy assignments-what good is it to
have friends and relatives if they can't help you out? The placing of relatives
in high posts occurs from the very top to the bottom of the system. At the
top, the administrative heads of mass women's groups are likely to be the
wives of prominent officials. In the middle, the director of a cement factory
in a hinterland city receives a special allotment of scarce goods through the
back door of a state store or gets his son into the provincial technical institute
through a phone call to the head of the Institute's Party committee. At the
bottom, the workpoint recorder of a production team enters a few extra points
on his cousin's account. Counterforces are set up in the system, for example,
the constant pressure on high-ranking cadres to volunteer their children for
a lifetime of service in the countryside.

Capsule Assessment of System

While enforcing conformity and thus narrowing choices, the leadership of
the People's Republic of China has supplied vigor and pace to the economy in
the first quarter of a century of Communist rule. In two major instances, the
economy has been shaken by political turmoil, as major economic programs
have come under fire. For the period as a whole, a sense of movement and concrete
achievement has replaced what was often a sense of futility, frustration, and
fatalism. The regime has successfully adopted a variant of the Soviet economic
model. It has shrewdly fleshed out the skeleton of the Soviet-style command
economy with traditional Chinese elements and Maoist revolutionary principles.



AN ASSESSMENT OF CHINESE ECONOMIC DATA: AVAIL-
ABILITY, RELIABILITY, AND USABILITY

By NAI-RUENN CHEN

CONTENTS

Xage

I. Sources of Chinese Economic Data - -52
II. Qualitative Data on the Chinese Economy - -53

III. Types of Available Chinese Statistics -- 54
IV. Reliability of Chinese Statistics- 57
V. Usability of Chinese Statistics - -61

VI. Summary and Conclusions - -67

I. SOURCES OF CHINESE ECONOMIC DATA

The sources of information pertinent to the economy of the People's
Republic of China (PRC) may be classified into two categories. One
category contains the sources stemming from Chinese publications,
news releases and broadcasts.' The bulk of these materials is trans-
lated into English by the U.S. Consulate General in Hong Kong, the
Joint Publications Research Service, and the Foreign Broadcast Infor-
mation Service.2 A concise summary of economic information con-
tained in Chinese broadcasts is published weekly by the British
Broadcasting Corporation.3

The other category consists of mainly secondary sources originat-
ing outside the Chinese mainland.4 Included are refugees' and visitors'
reports, publications in Hong Kong, Taiwan, Japan, and Europe and
scholarly studies and Government reports published in the United
States. In addition, large quantities of foreign statistics can be found

l In the 1950's there was a relatively large number of Chinese publications containing
economic information. The number has diminished greatly since 1960, and at present only
a few periodicals and newspapers are available to the West. These periodicals include
Peking Review, China Reconstructs China's Foreign Trade, Hung-ch'i (Red Flag), and
Hsueh-hsi vu pi-p'an (Study and Criticism). Chinese newspapers available outside the
mainland are Jen-min jih-pao (People's Daily) and Kuang-ming jih-pao (Kuang-ming
Dally) dnd occasionally a few local dailies mainly from Kwangtung Province. Certain
Chinese publications in Hong Kong, such as Ta-Kung Pao (Ta-Kung Daily), Wen-hui Pao
(Wen-Hui Daily) and Ching-chi tao-pao (Economic Reporter) also include reports on the
PRC economy. In addition, books and monographs published in China sometimes contain
economic data.

2 These translations appear in Survey of China Mainland Press, Selections from China
Mainland Magazines, and Current Bckgrolund. (all by American Consulate General in Hong
Kong), Translations on the People's Republic of China (by U.S. Joint Publications Research
Service), and Daily Report-People's Republic of China (by U.S. Foreign Broadcast Infor-
mation Service, hereafter abbreviated as FBIS).

a Summary of World Broadcasts (SWB), Part 3, The Far East, Weekly Economic Report,
published by the Monitoring Service of the British Broadcasting Corporation.

4 Some unpublished official documents also have become available outside the mainland.
For an example, a number of classified materials have turned up in the publications issued
by research organizations in Taiwan. A recent document of the Kunming Military Region
contains some economic information, and is included as an appendix to a monograph
entitled Chinese Communist Internal Politics and Foreign Policy (Taipei, Taiwan: Insti-
tute of International Relations, 1974).

(52)
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in the publications of China's trading partners. These statistics are
readily available in several sources.5

II. QUALITATIVE DATA ON THE CHINESE ECONOMY

The main purpose of this paper is to assess the availability, relia-
bility, and usability of the quantitative economic data published by
the Chinese. However, the qualitative information published in China
is also indispensable to research on the Chinese economy, which in
the last 25 years has undergone frequent and drastic changes in both
basic structure and the system of planning and management. In this
section, therefore, a few comments on qualitative data are in order.

The amount of available information on Chinese economic policy and
institutions was already scarce in the 1950's by international standards,
and diminished further after 1960. Western scholars were able to per-
form fairly penetrating analyses for the 1950's of certain aspects of the
Chinese system such as land reform, agricultural collectivization, the
statistical system, wage patterns, the incentive structure, the price sys-
tem, the budgetary system, monetary policy, and industrial manage-
ment. Any in-depth study of one of these or other institutional aspects
of the Chinese economy during the last 15 years would be nearly im-
possible due to lack of information. The possible exception is the
commune system, on which there are relative large quantities of
available data relating to its organization, management, production,
distribution, labor allocation, and the like.

Chinese economic data are most scarce at the macro level. Since the
early 1960's no detailed documents on economic policy and planning
have been published. The PRC is now in the final year of the Fourth
Five-Year Plan (1971-75), yet the contents of the plan have not been
made known. None of the recent visitors to China was able to obtain
any significant information on the planning apparatus, the statistical
system and the price mechanism. In the last few years, an increasing
number of speeches and articles have appeared to discuss the tax struc-
ture, financial achievements, international economic policy, environ-
mental measures, and population problems. But no significant amount
of new information was disclosed.

In the absence of systematic qualitative data, economic researchers
on China are faced with tremendous difficulties in their attempts to
achieve detailed analyses of the PRC economy. However, some prob-
lems of a broad nature may be analyzed on the basis of fragmentary
data. One possibility is to study a macroeconomic problem through a
painstaking process of piecing together micro data from a variety of
sources.

Another way is to examine changes in the Chinese economic policy or
system within a broad framework formulated on the basis of scattered,
and sometimes seemingly unrelated, official statements. For example, a
reasonably clear understanding of the evolution of Chinese economic
policy and shifts in planning priorities may be gained by bringing
together a number of Mao's quotations on economic matters and then
examining the background and origin of these quotations and their

5 These sources include World Trade Annals prepared by the Statistical Office of the
United Nations, Statistics of Foreign Trade Series published by the Organization for Eco-
nomic Cooperation and Development, and various publications of the U.S. Department of
Commerce. Additional trade data may be found in a number of specialized publications such
as China Trade and Economic Newsletter (London).
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significance in the context of current development. 6 Another example
is to appraise China's current foreign trade policy by comparing recent
official statements 7 with a number of authoritative articles published
in the 1960's and the 1950's s to determine if the official position toward
foreign trade has been changed. A third examnple is to assess China's
economic thinking and current policy toward imported equipment and
teclnolooy through an analysis of the recent debate over the importa-
tion of advanced industrial techniques from developed countries.9

More methods can be cited. Research on most areas would necessarily
lead to broad generalizations. Except for a few cases where both quali-

tative and quantitative data are relatively abundant, any profound

analysis based on the former alone would be most difficult.

III. TYPES OF AVAILABLE CI-IINESE STATISTICS

While the available amount of qualitative data on the PRC economy

is limited, the amount of published Chinese statistics is even more

scarce. For the 1950's, in addition to a number of figures scattered in

a variety of books, journals, and newspapers, there was only one

slender statistical handbook, Ten Great Years. published in 1959.10

An almost total statistical blackout of macroeconomic data was

imposed by the Chinese authorities for the entire decade of the 1960's.

Then Premier Chou En-lai gave some aggregative data for 1970 to

the late Edgar Snow during the winter of 1970-71.11 Since then, a

flow of statistical information has resumed, but on a scale smaller than

that of the 1950's.
Figures published since 1970 may be classified into three groups

according to the level of aggregation. One group consisted of statistics

pertaining to the economy as a whole. Most of these statistics are per-

centage rates of growth over the preceding year and/or 1965, the year

before the Cultural Revolution. The output indexes for 1974, reported

by Premier Chou in his speech to the National People's Congress in

January 1975, were based on 1964.12 Frequently these percentages were

given without bases. Included in the second group were statistics re-

lating to individual provinces, autonomous regions, and municipali-

ties. Absolute figures appeared more frequently in this group, but

9 Some of Mao's quotations were analyzed in my paper. "China's Foreign Trade Policy: A
Current Appraisal." (Research Note No. 9, Trade Analysis Division, Bureau of East-West
Trade. U.S. Department of Commerce. Aug. 15. 1974).

T These statements are contained in the following articles: "Chairman of Chinese Dele-
gation Teng Hsiao-Ding's Speech at Special Session of U.N. General Assembly." Peking
Review. No. 16. Apr. 19, 1974. pp. 6-11: Li Chiang (Minister of Foreign Trade). "New
Developments in China's Foreign Trade." China's Foreign Trade, No. 1. 1974, pp. 1-5;
Wang Yao-ting (Chairman of the China Council for the Promotion of International Trade),
"China's Foreign Trade." Peking Review. No. 41. Oct. 11. 1974. pp. 18-20. 26: and Shu
Hsun. "Develop Foreign Trade by 'Maintaining Inndependence and Keeping the Initiative in
Our Own Hands and Relying on Our Owvn Efforts." People's Daily, Oct. 15. 1974, p. 6.

5
Theese articles include The Writing Group of the Peking utunicipal Revolutionsry Com-

mittee. "China's Road of Socialist Industrialization." Ilung-chi. No. 10. 1969, pp. 22-31
and The Common Program of the Chinese People's Political Consultative Conference
adopted Sept. 29. 1949 (Article 57).

9 The policy toward imported technology and equipment has been debated often in China.
In early 1974 the debate was resumled with increased intensity. The revival of the discus-
sion came with the publication of two articles in the January and February 1974 issues
of the Party journal. Hang-chi. Two articles in the People's Daily related the discussion
on AMar. 22. 1974, and another appeared on May 3 of the same year.

l0 Most of the statistical data for the 1950's may he found in Nai-Ruenn Chen, Chinese
Economic Statistics. Chicago: Aldine Publishing Co. 1967.

"1 Edgar Snow. "Talks with Chou En-lai: The Open Door," The New Republic, vol. 164,
No. i3 (Mar. 27, 1971)..

12 Chou En-lat. "Government Work Report Delivered to the Fourth National People's Con-
gress, Jan. 13, 1975," People's Daily, Jan. 21, 1975, p. 1.
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most of the production data were still given in percentage terms, The
third group contained the numerical information at more disaggre-
gated levels such as statistics for cities, counties, factories, communes,
and production teams. In this group absolute figures appeared most
frequently, and a wide range of data was published on various aspects
of Chinese economic life.

Recently published Chinese statistics also may be grouped accord-
ing to economic sector. The following gives a brief summary of the
types of statistics available for each sector.

Industry

Output figures are available in absolute amounts only for crude oil.
steel. chemical fertilizers. and cotton cloth. Percentages can be found
for, in addition to these products, electric power, coal, natural gas,
timber, iron ore, pig iron, rolled steel, mining equipment, metallurgical
equipment, medical equipment, powered irrigation equipment, tractors,
internal combustion engines, rice transplanters, insecticides, chemical
fibers, polyester fabric, cotton yarn, and a number of consumer goods
such as radios, television sets, sewing machines, bicycles, watches,
woolen textiles, sugar, salt, canned food, and certain athletic goods. A
large number of figures for the output of these and other products are
also available at provincial and lower levels.

Percentage data on the gross value of industrial output have been
published for certain years at both national and local levels. These data
are relatively plentiful for provinces and their equivalents. Indexes of
the gross value output of light industry may be found for some prov-
inces and smaller administrative units. Figures for a given year are
generally shown as a percentage of the 1949 or 1965 level.

In addition to physical and value output estimates, available indus-
trial data include the number of technical innovations accomplished,
the number of new products, the number of product varieties and
specifications and the rate of cost reduction. One useful type of avail-
able information shows the growth of small industry in China. Data
have been published for several industries on the number of small
plants, the rates of increase in the output of these plants, and the share
of the output of small plants in total output. These data may be found
in relatively large quantities at all levels for certain industries sup-
porting agricultural production such as hydroelectric power, agricul-
tural machinery, chemical fertilizer, and cement. Scattered informa-
tion also may be found for small iron and steel plants, electronics
factories, and coal mines.

Some published statistics are labeled as "the support of industry
given to agriculture." These data were usually shown in terms of
percentage increases in the supply to agriculture of tractors, chemical
fertilizers, insecticides, irrigation and drainage equipment, internal
combustion engines, and electricity.

Transportation and Commrunicationm

Some percentage data have been published for the country as a whole
on railways, highways, inland navigation, freight volume, and postal
service. Absolute data in terms of kilometers can be found for 1971.
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Similar types of statistics, in both absolute and relative terms, are
available for provinces and lower administrative levels. Some data
on telecommunications in rural areas also exist.

Agriculture

At the national level, with the exception of total grain output for
which official estimates have been published in terms of tons or catties,
only relative figures are available for the output of a few individual
grain and cash crops. For some other crops only general indications are
given as to whether their output rose or declined without any numerical
information. For most crops even such indications are not shown.

Data on crop acreage, irrigated area, and afforested area, to the ex-
tent that they have been released, are given in the form of relative
changes over time or annual increments. Available livestock data in-
clude relative numbers for draught animals, pigs, sheep and goats.
Some percentages can be found for the output of aquatic products, the
gross value of agricultural subsidiary output, and the gross value of
total agricultural output.

At the provincial and lower levels, agricultural data are much more
plentiful. They are more frequently shown in absolute terms, and
in greater variety than agricultural statistics at the national level.
Included in local data are also such items as crop yield per unit of
land, the number of water conservancy projects, increases in farm
land, the size of rural labor force participating in farm construction
work, and the number of communes.

Fina~nce and Trade

A variety of percentages are available for certain financial and com-
mercial indicators including state investment in provinces, agricul-
tural taxes, state appropriations in support of agriculture, increases
in rural income, wages, agricultural loan, bank savings, state pur-
chases and retail sales of selected products. commodity prices, social
purchasing power, and foreign trade. Absolute figures may be found
for certain years for the prices of certain products such as flour, rice,
pork, and vegetables, and for the export of rice and the import of
other cereals.

As for other sectors, statistics for finance and trade become more
abnudant and varied at more disaggregated levels. It may be interest-
ing to note that in contrast to the 19.50's some statistics on the foreign
trade of certain regions. particularly those on the export trade of a
few provinces and lower administrative areas. have become available
in recent years.

In addition to the above sectoral statistics, there exist some data at
local levels on population, medical services. school enrollment, and
other health, educational and cultural services.

W'hile the PRC appears to have partially lifted restrictions of its
publication policy with respect to statistical information since 1970,
many types of data which were published in the 1950's still remain
unavailable. Certain types of data. such as most of the industrial and
agricultural output figures, which previously were available in abso-
lute terms, either have been made known only in relative terms or
have been totally withheld. Other types of data, which the Chinese were
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free to release during the 1950's, have been excluded from publication;
among them the following are the most important: (1) national in-
come and its components; (2) fixed assets and working capital; (3)
state and provincial budgets; (4) technological coefficients for indus-
trial products; (5) price and cost-of-living indexes; (6) labor force,
labor productivity, and money and real wages; and (7) distribution of
population by age, by sex, and by rural and urban areas.

IV. RELIABILITY OF CHINESE STATISTICS

Questions have frequently been raised about the credibility of
Chinese statistics that have been released thus far by the People's
Republic. How reliable are published Chinese statistics? Do the
Chinese attempt to fabricate statistics for propaganda purposes?
Answers to these questions are of fundamental importance, for if
Chinese statistics are not sufficiently credible, research on the PRC
economv would become almost impossible.

The quality of Chinese statistics has been discussed by a number
of writers.13 The general consensus is that while Chinese statistics
suffer from many deficiencies, deliberate falsification is not practiced
by the central authorities. Such belief is in part based on a high degree
of internal consistency of published Chinese statistics.

Several attempts have been made to check the consistency between
aggregate and disaggregated data published in the 1950's. Ronald
Hsia finds no wide discrepancies between total purchases of agri-
cultural products by the state and state purchases of individual agri-
cultural products. 1 4 A study of Kang Chao indicates a close relation
between output of various industrial products and their technological
coefficients and factor inputs.15 K. C. Yeh in his study of Chinese
petroleum industry concludes that "by and large, the output figures
are consistent with the available information on capacity. 16 A sys-
tematic and detailed check of certain types of published Chinese data
by Dwight Perkins shows "a considerable degree of consistency be-
tween raw price data and various price indexes, between data of grain
purchases and sales in both calendar and grain years, and, finally, be-
tween price data, tax rates, tax revenue, and industrial production
statistics." 17

The findings of three recent studies on the PRC economy are most
illuminating. Field, Lardy, and Emerson, in their attempt at recon-
structing the gross value of industrial output by province, find an

13 For a discussion of the quality of Chinese statistics published in the 1950's see Kang
Chao, The Rate and Pattern of Industrial Growth in Communist China, Ann Arbor: Univer-
sity of Michigan Press, 1965 Alexander Eckstein. The National Income of Communist
China, New York: Free Press. 1961. and Communist China's Economic Growth and For-
eian Trade, New York: McGraw-Hill Book Co.. 1966; Choh-ming Li. The Statistical System
of Communist China, Berkely: University of California Press. 1962; Ta-Chung Liu and
Kung-chia Yeh. The Economy of the Chinese Mainland: National Income and Economic
Development, 1933-1959, Princeton N.J. : Princeton University Press, 1965; and Dwight
H. Perkins. Market Control and Planzning in Communist China, Cambridge, Mass. : Harvard
University Press, 1966. Some comments on the quality of Chinese statistics published in
more recent years niay be found in Leo A. Orleans. "Chinese Statistics: The Impossible
Dream." The American Statistician, vol. 28, No. 2, May 1974. pp. 47-52; and Thomas A.
Rawski, "Measuring China's Industrial Performance, 1949-73." a paper presented at the
Conference on Reconciling Quantitative Measures of China's Economic Output, Washing-
ton. D.C., Jan. 17-18, 1975.

'4 Ronald Hsia, Agricultural Output in Mainland China, cited in Dwight Perkins, op. cit.,
P. 220.

I' Kang Chao, op. cit., PP. 50-75.
'6 K. C. Yeh. Communist China's Petroleum Situation, Santa Monica, Calif.: The Rand

Corporation, RM-3160-PR. May 1962. p. 1.
17 Perkins, op. cit., quotation on p. 220.

51-174 0 -75 - 5
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extremely close correspondence between the sum of provincial totals of
the gross value of industrial output, pieced together from a large
number of sources, and the reported national totals for 1952 and
1957.18 'Thomas Rawski's study of the measures of China's industrial
performance indicates that for the years 1952-57 close agreement exists
between the official statistics of aggregate gross value and independent
series constructed from commodity and price data.19 Examining
Chinese agricultural statistics at both national and provincial levels
Thomas Wiens demonstrates that "Chinese statistics for the 1949-57
period are on the whole internally consistent to the extent that we
can disaggregate and that they are also reconcilable with statistics
from the Republican Period." 20

A-gregative data published in recent years also have been found
generally consistent with their components. In a recent study of
China's petroleum industry Chu-yuan Cheng compares official esti-
mates of the total output of crude oil with the output estimates for
various oil fields, and concludes that "from cross checks, backward
and forward derivations, it appears that most official data (on crude
oil output) are consistent." 21 Field, Lardy, and Emerson find the
official claim mthat the gross value of industrial output for the nation in
1971 was 21 times that in 1949 consistent with the provincial figures
derived from scattered reports. 2 2 This finding was supported by that
of Rawski. His estimate of the gross value of industrial output for
1971, constructed from sectoral data including a wide range of indus-
trial commodity estimates, agrees closely with the estimate derived
from the official claim regarding overall industrial performance in
that year.2 3 AMy own checks also show no major divergence between
the percentage increase in the gross value of industrial output for the
country as a whole during 1965-73 and the industrial growth rates of
various provinces, autonomous regions, and municipalities during
the same period, and between the total number of small fertilizer and
cement plants in 1973 and the numbers of these plants in individual
provinces and their equivalents in the same year.

A comparison of some of the statistics published in the 1970's with
those in the 1950's again does not seem to reveal any major incon-
sistency. For example, the official production figures of grain, crude
steel, chemical fertilizers, crude oil, and cotton cloth published for
these two periods seem to correlate closely on the basis of what has
become known about the development of these sectors in the last 25
years. Field, Lardy. and Emerson connected the provincial indexes
of the gross value of industrial output for the 1960's and 1970's with
the absolute data for the 1950's to estimate the absolute totals for the
country as a whole for the years 1965-73. and the resulting estimates
seem to reflect in general China's industrial growth in the last decade.2 4

is Robert Michael Field. Nicholas Richard Lardy, and John Philli Emerson. A Reconstruic-
tion of the Gross Value of Industrial Oiutpuit b/ Province in the People's Republic of China:
1949-l'M3, Foreign Demographic Analysis Division. Bureau of Economic Analysis, U.S.
Department of Commerce. forthcoming.

19 Thomas Rawski. op. cit.
20 Thomas B. Weins, "Agricultural Statistics In the People's Republic of China: Another

Look." n onper presented at the Conference on Quantitntive Measures of China's Economic
Outpult. Washington. D.C.. .Jan. 17-18. 1975.9

2 Chii-yunan Cheng. U.S. Export Potential of Petroleum Equipment to the People's Repub-
lic of China. prepared for the Office of East-West Trade Analysis. Bureau of Flast-West
Trade. U.S. Department of Commerce. under contract No. 4-36289, September 1974.

Field. Lards,. and Emerson. op. cit.
2 Rawski. op. cit.
2' Field, Lardy, and Emerson, op. cit.
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There also appears to be a broad consistency between quantitative
and qualitative data. Perkins cited a few examples to support this
contention for statistics published prior to the Great Leap Forward.25

In an attempt to ascertain the changing pattern of spatial distribution
of Chinese industry, I gathered data to derive estimates for the per-
centage increase in the gross value of industrial output between 1965
and 1973 for various provinces, autonomous regions, and municipali-
ties.25 A rank test for the significance of the difference in these indus-
trial growth rates between coastal and inland provinces suggests that
industrial production in the interior grew more rapidly than in the
coastal areas. A second test was made to measure the degree of rela-
tionship between two sets of ranks-the ranks of various provinces
and their equivalents according to the gross value of industrial output
in 1954 and their ranks according to the rates of industrial growth
during 1965-73. The rank correlation coefficient is significant at the
5-percent level. These two tests together suggest that industrially back-
ward provinces, which are mostly in the interior, tended to develop
more rapidly than more advanced provinces, most of which are located
in the coastal areas. These findings seem to accord with the available
information showing that the Chinese policy is to spread industry to
the interior, and that in recent years state investment has gone up
sharply in some of the industrially backw ard provinces. 27

Proof of internal consistency of published Chinese statistics does
not constitute proof of lack of outright fabrication. Could not the
Chinese practice statistical falsification in the sense of what Prof.
Abram Bergson in his discussion of Soviet statistics has called "free
invention under double bookeeping?" 25 As in the Soviet case, the
answer seems to be in the negative. There is no evidence to indicate
that the Chinese maintain two sets of national statistics, one for plan-
ning and another for propaganda. In fact, several considerations point
to the contrary.

To maintain two sets of statistics would require a huge administra-
tive apparatus and a high degree of statistical sophistication. The
PRC inherited a weak statistical foundation in 1949, and encountered
many difficulties in the establishment of a state statistical system dur-
ingr the 1950's.29 These difficulties were aggravated by the poor quality
of the working force in statistics.3 0 The quality deteriorated further
in the Great Leap Forward. and probably again was affected adversely
during the Cultural Revolution. Since there are literally millions
of basic accounting units in China, the supply of statistical personnel
has never been able to meet the demand. 3

1 It is difficult, therefore, to
envisage how a vast country like China with a statistical working

I- Dwivcht Perkins, op. cit., pp. 220-221.2
l Nai-Ruenn Chen. "Industrial Development in China." Trade Analysis Division. Bureau

of East-West Trade. U.S. Department of Commerce. Research Note 11. October 1974.
27 For example. state industrial investment in Ninusia Hui Autonomous Region in the

7-year period 1966 to 1973 was 85 percent above total state investments in the region in
the 17-year period 1949 to 1965. (People's Daily. Aug. 26. 1973. p. 3.)

2S Abranm Bergson. "Reliabilitv and Usabilitv of Soviet Statistics: A Summary Ap-
prais-al," The American Statistician. vol. VIII. No. 3 (June-July 1953). Pp. 19-23.

27 For an excellent discussion of China's statistical system in the 1950's. see Choh-ming
Li. op. Cit.

30 As pointed out by the State Statistical Bureau in May 1954, "an overwhelming
maioritv of the national statistical working force never had any special training in sta-
tistics. lacking any knowledge in statistical work or economic construction (Cited
In Li. op. cit., pp. 51-52.)

at Leo Orleans estimated that "the number of persons with high degree in statistics was
verv small: probably not more than a few hundred a year obtained degrees between 1961
and 1966." (Orleans, op. cit. p. 50.)
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force deficient in both quality and quantity could operate a double
bookkeeping system on a national scale without detection.

If the Chinese Government were to compile a separate set of
statistics for propaganda, those propagandized would have included
the Chinese people on the mainland.3 2 The statistics contained in Chi-
nese broadcasts to the areas outside the mainland such as Taiwan,
Japan, Southeast Asia, and the Soviet Union, and in foreign-language
publications such as Peking Review. China Reconstructs, and China's
Foreign Trade have usually appeared also in domestic broadcasts and
in publications for domestic circulations such as Jen-min jih-pao and
Huvng-chi. The Chinese Government relies heavily on the news media
Jen-mnin jih-pao in particular, to disseminate information and direc-
tives throughout the country. False economic data would tend to mis-
lead cadres at various levels in making economic decisions, and there-
fore would have disruptive effects on the economy.

The PRS appears to have adopted a policy of withholding unfavor-
able information and publishing mainly statistics showing success. As
noted earlier, there was and still is a concealment of most of national
production statistics for the 1960's when the economy suffered difficul-
ties and disruptions. The industrial statistics published so far for the
1970's -have covered mostly those industries with high growth rates,
and relatively few figures have been released for those industries
having mediocre performance. As Professor Li points out:

If it is true that only statistics of achievements are published while those
reflecting difficulties and problems are either withheld or not collected at all,
then there are not likely to be two sets of national statistics * * *.33

This contention is also borne out by a check of official claims against
data gathered outside China. For example, Chinese sources indicate
that foreign trade turnover (exports and imports combined) in 1972
was 48.4 percent larger than that in 1965, and that 1973 trade turnover
was 466 percent larger than that in 1952 and 159 percent larger than
that in 1965.34 These claims are basically consistent with independent
estimates constructed on the basis of the trade statistics of China's
trading partnels. 3 5 Another example is Ohou En-lai's statement that
1970 cloth output wvas 8.5 billion meters. This figure compared with
cloth output figures published for the 1950's seems to be in general
agreement with the outside information about the PRC economy
such as raw cotton output and imports, cotton cloth exports, per capita
consumption of cottoni cloth, and the state of the synthetic fiber indus-
try during- the corresponding period .3

Based on the above considerations it may be concluded that Chinese
statistics are not deliberately falsified by the central authorities. This
conclusion. however, does not imply that deliberate falsification is not
practice(l by lower administrative echelons. On the contrary, falsifica-

32 This point was raised In Perkins. op. cit., p. 216.
'LI Choh-ming rLi. op. cit. p. 149.

Li Chiang. op. cit.; Peking Review, Nov. ?.0. 197.3: and Shni Hsuan. "Develop Foreign
Trade by Maintnining Independence Keeping the Initiative In Our Own Hinds and Relying
on Olur Own Efforts." People's Dailvi, Oct. 15.1974. p. G.

s See Nat-Rienn Chen. "China's Foreign Trade. 1950-74." In this volume: and Alexander
Eckstein, "China's Economic Growth and Foreign Trade," U.S.-China Business Review,
vol. 1. No. 4 (July-August 1974), pp. 15-20.

as Rawski. op. cit.
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tion at lower levels was quite extensive in the 1950's.' The problem be-
came so serious in the Great Leap years of 1958 and 1959 that agricul-
tural output figures initially published for these years had later to be
scaled down considerably.

The central authorities were fully aware of the imperfect reliability
of the data submitted to them, and of the necessity to compile accurate
statistics for economic planning. The State Statistical Bureau was
seriously concerned over the problem, and soon after its establishment
in 1952 steps were taken to improve the quality of statistical work. This
effort was disrupted by the Great Leap campaign and then probably
again by the Cultural Revolution. In view of the restoration of the
economic planning mechanism in the last few years, a system of statis-
tical quality control semblance to that of the mid-1950's may now be
in operation. However, given the intense pressures on industrial and
rural cadres to fulfill and overfulfill production targets, one may sup-
pose that varying degrees of falsification probably still exist in the
statistical reporting to the center by the cadres of state enterprises and
communes.

Since little is known about Chinese statistical system since 1960, one
is not certain how much, if any, improvement has been made in statis-
tical quality in the last 15 years. If the statistics published in the mid-
1950's can be used as a guide, some generalizations may be made of the
comparative reliability of different types of available statistics on the
PRC economy. Various economic sectors may be ranked according to a
decreasing degree of data reliability: Industry, transportation and
communications, trade, finance, construction, and agriculture. Data for
state enter1pises are more reliable than those for local enterprises and
rural communes. Physical output data tend to be better than aggrega-
tive value data.

V. USABILITY OF CHIN-ESE STATISTICS

To the extent that the central authorities fully realize the degree of
possible falsification by lower echelons in collecting and reporting
statistics and take corrective measures to improve them, and that the
published statistics are in fact used by Chinese economic planners,
these statistics may serve as first approximations in studying the PRC
economy. However. the general usability of Chinese statistics is subject
further to a number of other limitations, the most important of which
are discussed in this section.

One of the most frustrating problems facing users of Chinese statis-
ties is to find out what a given statistic means. One cannot use Chinese
statistics meaningfully without knowing their definition, coverage, and
classification. And yet the meaning of Chinese data is often left unex-
plained, especially for those published in recent years. Two examples
may be cited.

2n Commenting on the reporting of agricultural statistics in the 1950's, Professor Li
writes. Reports were Invariably readjusted by party and political leaders at every level
of local government where the conflict of Interests had to be reconciled between the pro-duction bureau which tended to inflate the figures and the bureau of tax collection and
Internal trade which tended to do the opposite. Collectivization in 1956 and 1957 did not
contribute any Improvement to the mechanism of statistical reporting, but rather produced
a predominantly upward bias on the part of local leadership in editing the figures." (Choh-
ming Li, op. Cft. p. 58.)
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The Chinese claimed that the gross value of light industrial output
in 1973 was up 8 percent over 1972.38 A number of claims were also
made for the growth of light industry in various provinces and local-

ities in the last few years. But no explanation is given as to the defini-
tion and coverage of light industry. In the 1950's the PRC published
statistics on the gross value of output for consumer goods industry
rather than light industry.39 It is not clear to what extent in Chinese
statistics light industry is defined differently from consumer goods
industry, or whether the two terms are simply used interchangeably.

A similar vagueness may be found in a recent statement by Foreign
Trade Minister Li Chiang. It is stated that "in export, the percentage
of industrial and mining products has risen steadily, accounting for
65 percent in 1973." 40 Yet no explanation is available as to how "indus-
trial and mining products" are defined in Chinese foreign trade

statiStieS.41

Confusion and misunderstanding also result from changes in

definition or coverage usually without appropriate adjustments to pub-
lished figures or adequate explanations. For example, according to
official statistics the yearend number of workers and employees in

Chinese industry rose from 7,907,000 in 1957 to 25,600,000 in 1958.42
The more than tripling of the size of China's industrial labor force in
1958 was not solely due to rapid industrial expansion in this year of
the Great Leap, but also to a significant degree attributable to a reor-
ganization of handicraft workers into state factories. To take another
example, the gross value of industrial output at 1957 prices was re-
ported to have increased from 70.4 billion yuan in 1957 to 117 billion
yuan in 1958.43 A large part of such increase, however, was statistical,
and some of the statistical increase was due to a change in the treat-
ment of the output of subsidiary agricultural activities. During the
First Five-Year Plan period, the processing by peasants of agricul-
tural products, such as grinding grains and slaughtering animals, and
handicrafts produced by peasants for their own use, such as tailoring
and making shoes and socks, were classified as a part of agricultural
production under the heading of subsidiary agricultural output.
Beginning in 1958 these subsidiary activities of peasants were shifted
from agriculture to industry, and became part of the gross value of
industrial output.44

A third example is the shift in 1960 from biological yield to barn

vield as the basis for measuring crop productioll.4- Thle established
practice in China, at least up through 1958, was to measure crop pro-
duction by biological yield. The discrepancy between biological out-

s' Peking Review. Jan. 4, 1974.
'3Statistics on the gross valvue output of consumer goods Industry were published for

1949 through 1959. See Nai-Ruenn Chen, Chinese Economic Statistics, table 4.37.
40 Li Chiang, op. cit., p. 1.
41 According to the Ten Great Years (p. 176). exports are classified Into three categories:

Industrial and mining products; processed products of agriculture and side occupations;
and products of agriculture and side occupations. No explanation is given for the definition
and coverage of these export categories. In 1958. industrial and mining products accounted
for 27.5 percent of total exports. It is not known whether the rapid rise in the ratio to

65 percent in 1973 was purely the result of economic development or might be in part due
to changes in definition and coverage.

*2 Nai-Ruenn Chen, Chinese Economic Statistics, table 11.2.
43 Ibid., table 4.37.
"Department of Statistics and Planning. Hupeh Universitv. Industrial Statistics,

Wuhan: Hupeh jen-min chu-pan-she, 1960, pp. 9-10; and Field, Lardy, and Emerson,

op cit.
4' Huang Chien-to. "Major Tasks In the Agricultural Statistical Work Program for 1960."

Chi-hua yu tung-chi (Planning and Statistics), No. 2, February 1960, pp. 18-21.
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put and barn yield was not important prior to 1958, but became sig-
nificant during the initial years of the commune movement when
losses in the process of reaping, threshing, gathering, and storing were
reportedly large."6 It is not known whether or not the practice has re-
verted to biological yield, and if not, whether the post-1960 crop out-
put series has been adjusted to become comparable to those published
for the 1950's.

Another aspect of the definitional problem has to do with the Chinese
practice of grouping heterogeneous products into one and the same
output series. The most infamous example is the inclusion in steel
output statistics for 1958 and 1959 of a large amount of steel produced
with indigenous methods and generally of unusable quality.47 Presum-
ably such distortion, perhaps to a much lesser degree than the steel
example, also exists in the production statistics published in recent
years for chemical fertilizers, cement and other industries where the
small-plant program has expanded rapidly. In physical terms, for ex-
ample, small plants accounted for 54 percent of total nitrogenous fer-
tilizer output 48 and 50 percent of total cement output in 1973.49 Yet
the products of small plants are as a rule inferior in quality. Aggregat-
ing the products of both modern and small plants into the same physi-
cal output series as if they were homogeneous tends to inflate the out-
put data and yield upward bias over time due to a gradual increase
in the relative importance of small plants.50

Another limitation of published Chinese data arises from the way
in which some of the statistics are presented. The Chinese usually show
economic achievements in terms of indexes. The index number prob-
lem was well investigated by students of the Soviet economy. The
major deficiencies inherent in the Chinese formula for estimating in-
dustrial production, which was adopted from Russian usage, has been
discussed by Kang Chao 5 S and by Field, Lardy, and Emerson.52
Among them are the following:

(1) In China, the index of industrial production for a particular
period was derived as the ratio of the gross value of industrial output
at 1952 (and later, 1957) constant prices of the given period to that
of the base period. The use of gross value of output as the standard
of measurement was likely to result in increased double counting as
the complexity of manufacturing processes grew. The use of 1952 or
1957 constant prices would impart an upward bias to the production
index since these prices tended to overstate the real prices in later
periods when output expanded.

(2) The Chinese practice of pricing new products at starting up
prices and keeping their prices at the same level tended to inflate year-
to-year increases in industrial production. The problem was particu-
larly serious for those industries in which many new products were
produced.

46 Choh-ming Li, op cit., pp. 94-96.
47 The Ten Great Years shows that crude steel output Increased from 5,936,000 tons In

19.7 to 13.690,000 tons in 1958. But 1958 output included 4,160,000 tons produced bynative methods during the hectic backyard furnace campaign.
*8 Peking Review, Jan. 18, 1974. p. 22.
4 Peking Review, Jan. 11. 1974, p. 23.

w The contribution of small Industry to the total output of nitrogeneous fertilizers in-
creased from 12 percent in 1965 to 33 percent in 1968, 43 percent in 1971, and 54 percent
in 1973. The share of small plants in cement output rose from 24 percent In 1965 to 27
percent in 1968. 40 percent in 1971. and 50 percent in 1973. (Peking Review, Dec. 8, 1972;Dec. 15, 1972; Jan. 19. 1973; Jan. 11, 1974; and Jan. 18, 1974).

51 Kang Chao, op cit. chap. 2.
12 Pield, Lardy and Emerson, op cit.
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(3) Another source of bias was the tendency for local industries to
set their prices at relatively high levels compared with centrally con-
trolled industries.

(4) There were frequent changes in definition and coverage of in-
dustries without adequate correction in the index.

A problem related to the index number is the choice of the base
period. There is a tendency for Chinese statistics to be presented in
a misleading way to create the most favorable impression possible.
This has been frequently done by publishing percentage increases with
relatively low bases, especially 1949. The Chinese economy in 1949
was operating far below its productive capacity as a result of the
damages caused by war and inflation. It would be more meaningful
to use 1952 as a base, since in that year the nation's economic capacity
had been brought back to the prewar level. But for propaganda pur-
poses, the use of 1949 would provide a more favorable picture. As
noted above, for example, China's gross value of industrial output
in 1971 was shown as 21 times that in 1949. This implies an average
annual rate of growth of 15 percent. Using 1952 as the base period,
however, the industrial output index for 1971 would become 858 with
the average annual rate of growth reduced to 12 percent.53 Recently
published statistics on the gross value of industrial output at provin-
cial and lower levels also were frequently shown as the number of
times the 1949 level.

Another example is provided in a statement seen repeatedly in
recent Chinese articles: Grain production in China has risen by an
average of nearly 4 percent annually, keeping ahead of the population
increase which averages about 2 percent a year.54 This claim is ap-
parently based on official grain production statistics using 1949 as
the base period. As table 1 shows, the average annual rate of increase
in grain production was only 2.2 to 2.6 percent if the relatively normal
year of 1952 is chosen as the base year for calculation.

TABLE 1.-GRAIN PRODUCTION IN THE PRC, 1949-74

Total Average annual rate of growth
production

Year (million tons) 1949 1952

1949 ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- -- - 1 08. 2 -- - - -- -- -- -- -- -- ---- - -
1952 -154.4-
1970 -240.0 3. 9 2.5
1971 -250.0 3.9 2.6
1971-------------------------------- 240.0 3.5 2. 2
1972 -250-25 3.7 2. 3-2.5

1974 -260. 0 3.6 2. 4

Sources: 1949 and 1952: Nai-Ruenn Chen, "Chinese Economic Statistics," Table 5.64. 1970: Edgar Snow, "Talks with
Chou En-lai: The Open Door," "The New Republic," March 1971. 1971 and 1972: "Peking Review," Nov. 9, 1973, p. 8.
1973: FBIS, vol. 1, no. 193, Oct. 4,1973, p. B8; and "Ta-kung Pao," Hong Kong, Sept. 6, 1974, p. 1. 1974: FBIS, vol. 1.
No. 238, Dec. 10, 1974, p. E-1.

3 The gross value of Industrial output at 1952 prices was 14,020 million yuan In 1949

and 34.330 million yuan In 1952. The derived figure for 1971 was 294,420 million yuan.

(Field. Lardy, and Emerson, op. cit.)
04 Peking Review, Nov. 9, 1973, p. 8.



TABLE 2.-PUBLISHED INDICES OF CHINESE INDUSTRIAL PRODUCTION, BY PRODUCT, 1970-73 (1965=100)

fLegend: CCTP-Ching-chi tao-pao; CR-China Reconstructs; FBIS-Foreign Broadcast Information Service, Daily Report. People's Republic of China; HC-Hung-ch'i; PR-Peking Review; SCMP-Survey
of China Mainland Press (American Consulate General, Hong Kong); TKP-Ta-kung Dailyl

Product 1970 1971 1972 1973 Source

Gross value of industrial output -168 192 209 230 Field, Lardy and Emerson, op. cit.
Electric power -171 204 240 PR, Dec. 15. 1974; HC, Apr. 1974.
Crude oil -268 345 400 -- PR, Nov. 24, 1972; and Jan. 17, 1973; SCMP, Sept. 11, 1973.
Coal - 141 -- 1162-- FBIS, Oct. 31, 1973.
Iron and steel - - - - 1200 PR, Jan. 11, 1974.

Iron ore --- 370 380 SCMP, Sept. 18, 1973; PR, Jan. 11, 1974.
Pig iron - - -320 -- SCMP, Sept. 18, 1973.

Machine building - - -200 -- PR, Nov. 2,1973.
Mining equipment -- 400 490 500 PR, Dec. 1, 1973; FBIS, Sept. 21, 1973; TKP, Sept. 14, 1974.
Metallurgical equipment - - - -550 TKP, Sept. 14, 1974.
Locomotives, passenger coaches and freight cars - - - -400 PR, Feb. 15, 1974.
Tractors -- 455 500 600 CCTP, Feb. 14, 1973; FBIS, Sept. 21, 1973; CR, Jan. 1975.
Hand-guided tractors--- 12,000 3,200 FBIS, Sept. 21, 1973; CR, Jan. 1975.
Internal combustion engines - ------ --------------------------- 1-- 320 1 400 -- CCTP. Feb. 14, 1973; FBIS, Sept. 21, 1973.
Bicycles - - -240 -- SCMP, Oct. 18 1973
Sewing machines - - -210-- Do
Watches- ----- ---------------------------------------------------------- 580 - - Do.

Electronic products - -- -- ----------------- ---------------------------------------------- 300 CR, February 1974.
Products of local electronics industry - - -560-- FBIS, July 13, 1973.

Chemical fertilizers - ------------ -------------------------------------------- 1170 1 200 252 FBIS, Aug. 17, 1973; PR, Jan. 19, 1973 and Feb. 8,1974.
Insecticide - -------------------------------------------------------------- - 200 1 226 PR, Nov. 2, 1973; FBIS, Jan. 11, 1974.
Canned food - --------------------------------------------------------------------------- 200 -- CCTP, Mar. 7,1973.
Basketballs, footballs, and volleyballs - - -260 -- PR, Mar. 2, 1973

' Indicates more than the figure shown. 2 Indicates close to the figure shown.
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One result of the Chinese publication policy of creating the most-
favorable impression possible is, as has been alluded to earlier, the
tendency to withhold statistics reflecting difficulties or poor perform-
ance. The statistical drought during the 1960's is a dramatic case in
point. Most of the statistics published in recent years mainly reported
achievements. This can be seen from table 2 which presents the
recently published data on the production indexes for various indus-
trial products with 1965 as the base year. With a few exceptions, these
indexes wevere higher than the average growth rates as represented by
the indexes for the gross value of industrial output. Therefore, a
number of industries not included in table 2 must have experienced
lower than the average rates of growth. The fact that no quantitative
information has been made availble for the output of these industries
is indicative of the policy of withholding information on mediocre per-
formance or failures. Such statistical concealment added to the paucity
of qualitative data would make the study of certain sectors of the
PRC economy utterly impossible.

The usability of Chinese statistics is limited further in several other
ways. As has been mentioned many times throughout this paper, re-
cently published statistics were frequently given in percentages with-
out absolute figures for the base. In some cases, even the base year
was not precisely specified. For example, it was merely referred to
as "the previous record year," "th.e early liberation period," or "the
last several years." Sometimes figures were shown in imprecise terms
such as "approximately," "nearly," "less than," "more than," et cetera.
Not infrequently, the growth rates of output were published in terms
of ranges.

Occasionally discrepancies existed in the published figures. Some
illustrations may be helpful. In the January 5, 1973, issue of Peking
Review, it was reported that retail sales of TV sets and transistor
radios in 1972 rose 50 percent and 80 percent respectively over 1971.
Ten months later the same journal gave the respective figures as 56
percent and more than 100 percent.5 5 The Kiangsu Provincial Serv-
ice broadcast from Nankin!Z on July 4, 1973, reported that the gross
value of industrial output of Kianigsu Province rose by 150 percent
between 1965 and 1972,56 hut the same broadcast on September 29,
1973, indicated an increase of only 140 percent.5 7 It is conceivable that
as was frequently the case in Chi nese statistics published in the 1950's
the latter figures could represent an adjustment of the preliminary
estimates released earlier. But there were also cases in which dis-
crepancies existed in the figures for the same indicator released at
about the same time but by different sources. One example is provided
in the reports on the increase in the unit yield of early rice in Yunnan
Provinee from 1972 to 1973. It was 23 percent according to the New
China News Agiency dispatch in English from Pekings on Augurst 11.
1973,58 but only 12 percent according to the Ynmain Provincial Serv-
ice broadcast in mandarin from oKunminig on the following day.5 9 The
g-ap must have been due to errors rather than adijustmients. A number

rG Pekinq Review. Oct. 12. 1973.
GF IBTR. No. 1 29. .TJly 5. 1972. p. Cl.
57 FRTS. No. 190. Oct. 1. 1975. p. C4.5G FBTS. No. 157. Aug. 14. 1972. p. B4.
W FBIS. No. 159, Aug. 16. 1973, p. E3.
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of other similar instances may be found.60 In general, however, such
reportinig errors appear to be less frequent in national statistics than
in local statistics.

All in all, Chinese statistics are fraught with methodological de-
ficiencies and other pitfalls. Figures published in China, therefore,
cannot be taken on face value, and should be used with great care.
After a decade of statistical secrecy, economic researchers on China
welcome recent increases in the flow of quantitative information. With
a lot of guesswork and some bold assumptions, the bulk of the recently
published data could be put to interesting and meaningful uses. Field's
article on niational product estimates in a recent issue of the China
Quarteily is a case in point.60 Rawski's study cited above is another.
'With national statistics still scarce, provincial data could provide
a useful source for research. Some macro-economic studies could be
carried out through aggregating provincial data, as demonstrated in
the Field-Lardy-EmIerson study and in the work being done in the
Economic Research Service of the U.S. Department of Agriculture.
Some studies of regional economies also could be done on the basis
of available provincial data, as exemplified by some papers in this
volume.

VI. SUMMIARY AND CONCLUSIONS

The sources of Chinese economic information stem from both inside
and outside China. The amount of such information available has
varied over time. During tOhe 1950's qualitative and quantitative eco-
nomic data were relatively abundant. Subsequently, however, they
dwindled in amount until the end of the 1960's. During this period the
Chinese government adopted a policy of statistical secrecy while only
isolated scraps of qualitative information were published. Since 1970
the publication policy seems to have been relaxed, but the amount of
statistics released is not as plentiful as that in the 1950's. Some of these
released statistics a-re relative numbers without an absolute figure for
the base, and certain types of data, which were available for the 1950's,
have been withhleld from publication.

The quality of Chinese data varies for different periods of time and
for different economic sectors. In general, Chinese statistics are be-
lieved to be internally consistent in view of the close correlation, as

demonstrated in a number of studies, between aggregate and disag-
gregated data, between figures published for different periods of time,
and between quantitative and qualitative data.

Internal consistency of published Chinese statistics does not appear
to be the result of outrighlt fabrication. There is no evidence to sug-
srest that the, central authorities practice deliberate falsification under
double bookkeeping. Several considerations indicate the contrary.
It is diflicult to envisage how a vast country like China with a statisti-
cal working force deficient in both quantity and quality could maintain

° One Instance Involved industrial output statistics for Shanghai. It was reported In the
Noev Chine News Agency Domestic Service broadcast in mandarin from Poking in July
1973 that in Shanghai between 1965 and 1972 the output of 85 horsepower tractors In-
creased by 10 times and the output of hand-guided tractors by 3 times. But these Increases
were given as 1I times and 3.5 times respectively In the NCNA dispatch In English from
Peking in August 1978. (FBIS, No. 135, July 13, 1973, p. C5; and No. 166, Aug. 27, 1973,
It. C7).

61 Robert Michael Field, "Some Overlooked National Product Data," The China Quar-
terly, No. 59, July/Seiptember 1974, pp. 583-86.
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two sets of national statistics, one for planning and the other for prop-
aganda, without outside detection. A double bookkeeping system would
certainly cause confusion among cadres at lower levels and mislead
them in makin' economic decisions. The Chinese Government seems

to have adopte a policy of selective publication, withholding infor-
mation on unfavorable developments and failures, and, therefore,
deliberate falsification under double bookkeeping would riot be neces-
sary. Also, some of the published Chinese statistics appear to be con-
sistent with the information derived from non-Chinese sources.

Statistical fabrication, however, was and probably still is, practiced
by lower administrative echelons. This has affected the quality of

Chinese statistics even with corrective measures taken by the central
authorities. The general usability of Chinese statistics is limited fur-
ther by a number of methodological deficiencies and certain peculiar
practices.

One of the major difficulties with Chinese statistics has to do with the
definition of concept, coverage, and classification. They are often left
unexplained. To the extent that they were explained, they were some-
times defined in a peculiar way. Frequently, definitional changes were
made without corresponding corrections to the data. In some of the
time series data, widely heterogeneous components were grouped to-
gether and treated as if they were homogeneous.

Chinese official indexes suffer from many defects. Major defects of
the industrial production index, for example, relate to, among other
things, the use of gross value output, the choice of price weights, and
the treatment of new products. These methodological defects are ag-
gravated further by the tendency to use a low base in order to provide
the most favorable impression possible. For the same purpose, statis-
tics reflecting poor performance are usually withheld. For example,
the growth rates of various industrial products, for which data were
published in the last few years, were as a rule higher than the growth
rates of total industrial output.

The usability of Chinese statistics is also hampered by the imprecise
way in which the figures were released. Terms such as "nearly," "less
than" and "more than" are frequently shown in connection with the

published figures. and the base year for indexes is sometimes not pre-
cisely specified. Occasionally, more than two different figures were
published for the same indicator, and usually no explanation is given
as to the discrepancies.

In sum, Chinese statistics in terms of their availability, reliability,
and usability are fraught with problems and difficulties. From the
vantage point of 1975. the First Five-Year Plan (1953-57), particu-
lariv the latter half of it. may be viewed as a golden period for Chinese
statistics, althotug-h in those years published Chinese data were by no
means plentiful or of high qualitv bv the standards of advanced coun-
tries. Being kept in statistical darkness for a decade, economic re-

searchers on China in the 1960's were nearly desperate as they reached
the point of no return. The gradual resumntion of some statistical out-
flows from China since 1970 has opened new research possibilities. To
be sure, there are manv deficiencies and pitfalls in Chinese statistics,
particularly those published in recent years. With patience, care. and
ingenuity one could construct certain meaningful estimates on the basis
of the statistics that China has so far made public.



CHINA'S POPULATION: CAN THE CONTRADICTIONS
BE RESOLVED?*

By LEO A. ORLEANS

At the opening session of the United Nations World Population
Conference in Bucharest in 1974, Huang Shu-tse, leader of the Chi-
nese delegation, stated that "in the 20-odd years since the founding
of the People's Republic, China's population has increased nearly 60
percent from about 500 million to nearly 800 million." This is not
the first time Peking spokesmen have referred to "nearly 800 mil-
lion," but because there is something magical about a figure presented
at such a prestigious international conference, it has, for all practical
purposes, been accepted by the world community as the official figure
for China's population. There are, after all, few alternatives and the
general assumption is, of course, that "they" must know and would
not make such a statement casually. To those of us who have been
more intimately concerned with studying China's population, how-
ever, the "nearly 800 million" is no more significant than were the
650, p700. or 750 million figure previously and sometimes interchange-
ably used by the Chinese. It adds little to our knowledge and is worth-
less in helping us either make or select alternative projections and
estimates. In the light (or obfuscation) of some of the recent Chinese
statements regarding population, this paper will attempt to address
some of the contradictions and respond to the query: "Where are
we now?"

SOME INDISCREET QUESTIONS

If we eliminate the modifiers-"about," "nearly," "close to"-that
precede Huang's figures, we do indeed get a growth rate for China's
population of exactly 60 percent. But where did Huang get the figure
of 500 million? In Ten Great Years (and elsewhere) Peking reported
the end of 1949 population of some 540 milion for China proper.'
Could "about 500 million" refer to 540 million? Not likely, since a
60-percent increase would then produce a total population of 864 mil-
lion, rather than "nearly 800 million." Is it not possible that the Chi-
nese revised their 1950 population downward and now consider 500
million more accurate than 540 million? This is again unlikely. It
would mean that they have discarded the 1953 census figure of 582.6
million and all other population data published since then. One is
therefore led to conclude that either the population is not "nearly
800 million" or that it did not increase by 60 percent since 1950.

*Mfy since gratiutude to John Alrd for his helpful comments; this in no sense Implies his
concurrence with the analysis in this paper.

I Ten Great Years, State Statistical Bureau (Peking: Foreign Language Press, 1960).
This source reports a population of 548,770.000 including Taiwan. The figure of 540 million
Is derived by subtracting the population of Taiwan (7,591,298 in 1953) and rounding.

(69)
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More than a year prior to the Bucharest meeting, Chi Lung, Deputy
Representative of the Chinese Delegation to the 29th Session of the
United Nations Economic Commission Asia and the Far East
(ECAFE) in Tokyo also made a statement that received considerable
publicity. At this meeting he said that "over the past 24 years, China's
population grew fr om more than 500 mlillion to over 700 million, an in-
crease of more than 60 percent." 2 These figures were likewise quoted
in a number of Chinese sources both before and after the ECAFE con-
ference. Is "more than 500 million" the same as "about 500 million"?
Is "more than 50 percent" the same as "nearly 60 percent"? Does "over
700 million" stretch all the way to "nearly 800 million"? These are not
trivial questions. If "more than 500 million" refers to the official figure
of 540 million for the end of 1949, then a 50 percent increase would cer-
tainly bring it to "over 700 million," just as Chi Lung, indicated; as a
matter of fact, it would raise it to 810 million. It would require only a
30 percent increase to raise it to "over 700 million." And why would a
50 percent increase be reported in 1973 and 60 pecent in 1974? A 10
percent difference in the growth rate represents 50 million people.
Surely a statement to ECAFE merits as much judicious consideration
as one to the UN Population Conference in Bucharest. As early as 1971
China reported that her population "increased by nearly 200 million
people" since the founding of the People's Repulblic.3 The same 200
million that was reported in 1973 and 1974? Presumbably during the
intervening 3 years the country's population increased by more than
the total population of Spain.

There have been numerous other statements made in Chinese publi-
cations and by Chinese leaders during the past half dozen years that
grive rise to still more questions. The list is long but consider just a few
of the statements attributed to Chou En-lai. In April 1972 lie told
British writer Felix Greene that:

There is no question that the population at present has exceeded 700 million.
But there are currently two population figures, one claims to he a little more than

700 million whereas the other claims to he close to SOO million. We tend to be-
live that it is more than 700 million. hut not yet close to soo million.4

Joseph Alsop quotes Chou as savingr that he and his Ministry of Health
experts think that the plresent population is "no more than 700 million
plus." 5 In AugZust 1972 Chou said to a group of overseas Chinese that
his personal feeling is that the poplllation is "around 700 million.s 6

The most curious "official" fimire to emerge in the last few years was
published in an atlas by' the China Cartog-raphic Institute in 1972. It
rave China's 1970 population as 685.2'20.000 7an ulerease of less than
18 percent since the 19.53 census and only 6 percent since the end of
1957, the date of the last. officiallv reported fi'rnie. If the Chinese of-
ficials had a sense of hulmor, one mildigt think it. eas a joke: since they
don't, it must, be just another example of the casualness wvithi which
statistics are handled. Is it any w'onder that Westerners in China re-
ferred to the Chinese as the "approximate people"?

2 Peking Revew, No. 17. Apr. 27. 1973.
3 Ibid.. No. 40. Sept. 30. 1971.

Siinflav Times (London). Apr. 30. 1972.
The Washington Post. Dec. 11. 1972.

'As quoted by Loren Fessler in The People's Republic of China and Population Policy,
American Universities Field Staff. East Asia Series. vol. XX. No. 3. Mlay 1973.

7 The New York Times, June 8, 1972. Derived by subtracting 12.040,000 for Taiwan from
697,260,000.
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Perhaps the often-quoted statement by Li Hsien-nien to a Cairo
newsman in 1971 1 and repeated, essentially, in 1972 to the members
of a delegation representing Japanese airlines,9 summarizes the pop-
ulation numbers game best of all. Li reported that the officials at the
supply and grain department use a population of 800 million, the
officials outside the grain department use 750 million, the Ministry of
Commerce "affirms that the number is 830 million," while the planning
department "insists that the number is less than 750 million." He con-
cluded that "unfortunately there are no accurate statistics in this con-
nection."

Way No POPULATION DATA

There are many people-those who follow China professionally as
well as those whose interest in the country is only casual-who insist
that the only plausible explanation for all the inconsistencies and
contradiction relating, to China's population is Peking's desire to hide
the facts and confuse the world. They find it inconceivable that a
regime able to control the minutest detail of an individual's life is not
able to give an accurate count of these individuals. Or a government
which, on occasion, can release sophisticated and difficult to obtain
economic indexes cannot deterinine something as "simple" as the size
of the country's population. Thie problem is that most of us who are
not professionally involved in organizing and administering popula-
tion counts and registrations, simply do not appreciate the full extent
of the difficulties associated wvith counting noses-especially Chinese
noses. There is no shortage of documentation relating not only to
problems encountered biy the developing, rural societies, but even to
those of modern Western nations. Errors in recording and in process-
ing are serious enough in and of themselves, but it has been proven

again and again that the basic requirement for an efficient and accurate
collection of population statistics is that such data be "gathered for
their own sake, rather than as an appendage to some other administra-
tive procedure." 10 This the Chinese have not done since the 1953
census/regristration. The population data that are collected have been
and continule to be the responsibility of poorly trained local security
and other personnel who lack statistical tradition and who have
little, if any. appreciation of the importance of these data, which
are usually buried in a mass of other economic and social statistics.
Aggre.gates for small administrative units probably adequately reflect.
local conditions and meet local requirements. Assembling such data
for 800 million people scattered over 3.7 million square miles requires
the kiind of organization and plannting that the Peking regime,
although capable, has not vet considered necessary to undertake.1 1

Personally. therefore, I find no problem in accepting at face value
Li l4sien-nieni's blunt confession that China has no accurate popula-
tion statistics. And it is easy for me to appreciate Chou En-lai's

Daily Report: People's Republic of China, Foreign Broadcast Information Service,
Dec. 10. 1971.

9 NYODO (Tokyo), Aug. 23. 1972.
I0 William Petersen, Population (London: Macmillan Co.. 1969), p. 47.
11 This may be as good a spot as any to satisfy an irresistible urge to include the following

item: The Government-owned Nigerian newspaper Daily Sketch reported on General Yakubu
Gowon's 1974 State visit to China. Along with other comments about the trip. the news-
paper said that General Gowon would have a lot of useful lessons to learn from China. oneof which was how to conduct a census. "With her estimated population of 700 million China
has never found it difficult to conduct a census." (Africa Research Bulletin, Sept. 1-30,
1974, p. 3380.)
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dilemma when he is repeatedly asked by visiting dignitaries the size
of China's population. He is not trying to hide or confuse. He simply
does not have such a figure, he is only casually concerned about not
having it, and he probably wishes people would stop asking him the
same "trivial" question.

Neither does Peking know the rate at which the population is grow-
ing, because there are no accurate vital statistics for the nation. Births
and deaths are registered at the local police station and these data
adequately serve such community needs as the distribution of ration
tickets and the obtaining of burial permits. As far as we know, how-
ever, there is no systematic accumulation of birth and death statistics
for large administrative areas, so that neither an accurate numerator
(number of births and deaths) nor a denominator (total population)
are available for calculating vital rates. Some sample rates are un-
doubtedly available to the authorities, but local conditions now vary
so widely that birth and death rates are likely to be quite different
from one locality to another and it is very difficult, even for the
Chinese, to generalize from any sample to obtain a realistic national
growth rate. Just as in the case of total population, Chinese leaders
and Chinese publications refer almost inevitably to the nice round
figure of 2 percent as the growth rate, at best prefacing it with the
word "approximately." Local birth and death rates brought back by
visitors are almost invariably so low as to raise serious questions about
their validity. So once again, I am willing to accept the comments of
a government official-this time a statement by Hsieh Hua, the "re-
sponsible person" in the Ministry of Health. In the summer of 1973.
in a direct response to my question, he stated that the State Statistical
Bureau, which is responsible for vital rates, is still in a state of flux
and that figures for national birth and death rates are still not avail.
able in China.

Even accepting the proposition that the Chinese themselves have
little more than a vague idea of the size and rate of growth of the
country's population, the users of non-Chinese estimates of the main-
land's population understandably wonder why there should be such a
xwide discrepancy between the figures from which they have to select.
Doesn't everyone start with the same base population of 582.6 mil-
lion-the figu re reported following the census/registration conducted
during the 1953-54 period? Can alternate assumptions, even for a
population the size of China's. make a 100 million difference in the
projections? The answer to both questions, of course, is yes. All esti-
mates do start with the 1953 firure. and interpretations of develop-
ments in China, compounded over a 20-25-year period, do produce
large differences in the total population.

Few indiviidtals are so audacious or so pressed by imposed require-
ments as to attempt to estimate Chlina's popuilation. That is why,
altholugh many people have opinions on the subject, for the most part
they do little more than react to the handful of figures that are avail-
able. They agree or disagree; think a particular estimate is too high
or too low; some will even indicate why they feel the way they do.
Essentially, they are reacting to just two series of population projec-
tions: one is by an anonymous group of analysts in the Population
Division of the United Nations, and the other is by John S. Aird of
the U.S. Department of Commerce. Let us briefly consider these
estimates.


