
ECONOMY OF CHINA 

29 M a r c h  1955 2 0 4 9  

CONTENTS 

INTRODUCTION--Colone l  L .  R.  Wirak ,  USA, M e m b e r  
of the Facu l t y ,  ICAF . . . . . . . . . . . . . . . . . .  

yage 

S P E A K E R - - D r .  A lexander  Ecks t e in ,  R e s e a r c h  A s s o c i a t e ,  
R u s s i a n  R e s e a r c h  Cen t e r ,  H a r v a r d  U n i v e r s i t y . .  

GENERAL DISCUSSION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

1 

11 

NOTICF~: T h i s  i s  a copy of m a t e r i a l  p r e s e n t e d  to the r e s i d e n t  
s tuden t s  at  the I n d u s t r i a l  Col lege of the A r m e d  F o r c e s .  It is f u r -  
n i s h e d  for  of f ic ia l  use only in connec t ion  with s tud ie s  now be ing  
p e r f o r m e d  by the u s e r .  It is  not fo r  g e n e r a l  publ ica t ion .  It m a y  
not be r e l e a s e d  to o ther  p e r s o n s ,  quoted or  e x t r a c t e d  fo r  pub l ica t ion  
or  o t h e r w i s e  copied or  d i s t r i bu t ed  without  spec i f i c  p e r m i s s i o n  f r o m  
the au thor  and the Commandant ,  ICAF, in each c a s e .  

Pub l i ca t i on  No. L55-126 

~NDUSTRIAL COLT.EGE OF THE ARMED FORCES 

Washington,  D. C. 



 0o0 

D r .  A l e x a n d e r  E c k s t e i n ,  R e s e a r c h  A s s o c i a t e ,  R u s s i a n  R e s e a r c h  
C e n t e r ,  H a r v a r d  U n i v e r s i t y ,  was  b o r n  9 D e c e m b e r  1915 in Y u g o s l a v i a .  
He c a m e  to the Uni ted  Sta tes  in 1936, a t t ended  the U n i v e r s i t y  of C a l i -  
fornia ' ,  and r e c e i v e d  h i s  B . S . ,  in 1939, and h i s  M . S .  and P h . D .  in  
a g r i c u l t u r a l  e c o n o m i c s  in 1941 and 1952, r e s p e c t i v e l y .  He a l so  did  
g r a d u a t e  w o r k  in I n t e r n a t i o n a l  E c o n o m i c  R e l a t i o n s  at the G r a d u a t e  
In s t i t u t e  of I n t e r n a t i o n a l  S tudies ,  Geneva ,  Swi t ze r l and ,  f r o m  1949 to 
1950. D r .  E c k s t e i n  was  in the M i l i t a r y  I n t e l l i g e n c e  S e r v i c e  of the 
A r m y ,  1943-46.  He b e g a n  h i s  c i v i l i a n  c a r e e r  as an e c o n o m i s t  wi th  the 
F o o d  a n d A g r i c u l t u r e  O r g a n i z a t i o n  of the Uni ted  N a t i o n s .  Subsequen t ly ,  
d u r i n g  1949 and 1950 in Geneva ,  S w i t z e r l a n d ,  he  w o r k e d  as a Soc ia l  
Sc i ence  R e s e a r c h  Counc i l  F e l l o w  on h i s  d o c t o r a l  d i s s e r t a t i o n  on The  
E c o n o m i c  D e v e l o p m e n t  of Hungary ,  1920-1950 , and fo r  fou r  m o n t h s  as 
a c o n s u l t a n t  to the Uni ted  Na t ions  E c o n o m i c  C o m m i s s i o n  fo r  E u r o p e ,  
c o a u t h o r i n g  the c h a p t e r  of the E c o n o m i c  Su rvey  of E u r o p e  in 1949. 
As  I n t e r n a t i o n a l  T r a d e  and D e v e l o P m e n t  e c o n o m i s t  in the D e p a r t m e n t  
of State,  D i v i s i o n  of R e s e a r c h  fo r  the F a r  E a s t ,  June  1951~-September 
1953, he  s u p e r v i s e d  w o r k  on f i s c a l ,  t r ade ,  i n d u s t r i a l ,  and land  r e f o r m  
p o l i c i e s  in the China  a r e a  and h e a d e d  a s m a l l  r e s e a r c h  t e a m  in  Hong 
Kong, F o r m o s a ,  and J a p a n  fo r  t h r e e  and one ha l f  m o n t h s .  Since  a s s u m -  
ing h i s  p r e s e n t  p o s t  at H a r v a r d ,  Dr .  E c k s t e i n  has  b e e n  do ing  r e s e a r c h  
on ~ e  cond i t i ons  and p r o s p e c t s  fo r  e c o n o m i c  g rowth  in C o m m u n i s t  
China  and is  c u r r e n t l y  w o r k i n g  on a book on the n a t i o n a l  p r o d u c t  of 
C o m m u n i s t  China .  D r .  E c k s t e i n  is one of the a u t h o r s  of The  p r o s p e c t s  
f o r  C o m m u n i s t  Ch ina  p u b l i s h e d  in  New York,  1954, by  W i l e y  and Sons;  
au tho r  of " N a t i o n a l  I n c o m e  and Cap i t a l  F o r m a t i o n  in  Hunga ry ,  1900-1950" 
of the  f o r t h c o m i n g  I n c o m e  and Wea l th ,  S e r i e s  V; and a c o n t r i b u t o r  of 
a r t i c l e s  of the  J o u r n a l  of F a r m  E c o n o m i c s ,  and J o u r n a l  f o r  E c o n o m i c  
D e v e l o p m e n t  and C u l t u r a l  . . . .  Change ,  and W o r l d  P o l i t i c s .  Th i s  is  h is  
f i r s t  l e c t u r e  a t  the  I n d u s t r i a l  C o l l e g e .  
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COLONEL WIRAK: Genera l  Niblo,  lad ies  and gen t lemen:  
The l ec tu re  th is  morn ing  is on the " E c o n o m y  of C h i n a . "  This  is  
a t ime ly  topic .  Only l a s t  month Mr .  Mao c l a r i f i ed  what would 
happen  to the i m p e r i a l i s t i c  a g g r e s s o r  who stands in the way of 
F o r m o s a ' s  l i be r a t i on .  He th rea tened  that  the P e o p l e ' s  Republ ic  
of China would "sweep them c lean  f r o m  the su r face  of the e a r t h . "  

With this th rea t  in mind,  the subjec t  today is m o r e  than 
academic  i n t e r e s t .  To help you gain an ins ight  on Commun i s t  
Ch ina ' s  r e a l  s t r eng th  and someth ing  of i ts  po ten t ia l  for  war ,  we 
looked for  and found an exper t  on China,  He is a s s o c i a t e d  with 
the R u s s i a n  R e s e a r c h  Cente r  at  H a r v a r d  Unive r s i ty  and is we l l -  
known' to Washington  people who spec ia l i ze  on China.  

I t  is a p l e a s u r e  to welcome to this p l a t fo rm and to p r e s e n t  
to you Dr .  Alexander  Ecks t e in .  

DR. ECKSTEIN: Thank you, Colonel  Wi rak .  The coun t ry  
we a r e  deal ing  with he r e  today is one which is much  m o r e  back -  
ward  and underdeve loped  than those you have been  d i s cus s ing  in 
your  e a r l i e r  l e c t u r e s .  It is a lso  an a r e a  about which we have much  
l e s s  s t a t i s t i c a l  and o the r  types of economic  i n fo rma t ion .  

It is  a coun t ry  of roughly  the same  s ize  as the United S ta tes .  
However ,  i ts  pe r  cap i ta  product ,  the output per  p e r s o n  in the whole 
economy,  is only  about 50 do l l a r s  as c o m p a r e d  to c lose  to 2 ,300 
do l l a r s  in the United States .  So you can uee t he r e  is  a t r e m e n d o u s  
gap in the s t anda rd  of l iving and in the pe r  cap i ta  product  of Cl~tna 
as c o m p a r e d  to the United Sta tes .  Th is  c o m p a r i s o n  tends to exag-  
ge ra te  the d i f fe rence ,  but i t  does give you some idea  of the magn i -  

tudes involved.  

About 85 p e r c e n t  of the Chinese  popula t ion is r u r a l  as c o m p a r e d  
to about 15 pe r cen t  in the United Sta tes .  This  v e r y  b a c k w a r d n e s s  
c r e a t e s  some s p e c i a l  p r o b l e m s  for  the r e s e a r c h e r  looking at China.  
One could say  that  doing economic  r e a e a r c h  on China is  a job of 
economic  a r c h a e o l o g y - - y o u  pick,  you dig, you t r y  to f i t  s m a l l  p i eces  
t oge the r .  I t  is someth ing  l ike c r o s s w o r d  puzzle  r e s e a r c h .  



The p r o b l e m  one f a c e s  i s  to s o m e  ex t en t  p a r a d o x i c a l .  B e f o r e  
the  w a r ,  s t a t i s t i c s  in  Ch ina  had  b e e n  n o t o r i o u s l y  bad .  H o w e v e r ,  
we had  a c c e s s  to the da t a .  T h e r e  was  no b a m b o o  and no i r o n  c u r t a i n .  
We c o u l d  get  a l l  the  da ta  tha t  t h e r e  w e r e .  Now s t a t i s t i c s  a r e  m u c h  
b e t t e r  than be f o r e ,  a l though  they  a r e  s t i l l  v e r y  p o o r .  H o w e v e r ,  we 
have  no a c c e s s  to t h e m .  SO we a r e  w o r s e  off t han  we w e r e  b e f o r e .  

B e f o r e  I p r o c e e d ,  I would l ike  to r a i s e  a q u e s t i o n  tha t  c o m e s  
up a l l  t he  t ime :  Can  you  b e l i e v e  C h i n e s e  C o m m u n i s t  s t a t i s t i c s  ? 
C a n  you b e l i e v e  C h i n e s e  C o m m u n i s t  e c o n o m i c  d a t a ?  T h i s  p r o b l e m  
~tlso a r i s e s  wi th  the Sovie t  Union,  but  i t  a r i s e s  e v e n  m o r e  p e r t i n e n t l y  
in  c o n n e c t i o n  wi th  C h i n a .  

I can only express my own personal opinion, based on my own 
research, but I must say that I am thoroughly convinced that the 
Communists do not keep two sets of books--one for external consump- 
tion and one for internal use. The problem is not one of outright 
falsification of data, but rather one of distortion, of omissions, and 
of presenting the data in the most favorable light possible from their 
point of view. 

So the job of the  i n v e s t i g a t o r  is  to t r y  to ge t  be low t h i s  m a z e  
and c a m o u f l a g e  to d i s c o v e r  the c o n c e p t s  and the f r a m e w o r k  in  wh ich  
e c o n o m i c  and s t a t i s t i c a l  d a t a  a r e  p r e s e n t e d .  If one  does  th i s  type  
of s tudy ,  I th ink  one u s u a l l y  f i nds  t h e r e  is  s o m e  k e r n e l ,  s o m e  g r a i n  
of t ru th ,  and  s o m e  s y s t e m  in  the p r e s e n t a t i o n  of the  da t a .  A r a t h e r  
c l e a r - c u t  i l l u s t r a t i o n  of th i s  m a y  be p r o v i d e d  by  the Sovie t  e x p e r i e n c e :  

As you m a y  have  p e r h a p s  h e a r d ,  the 1941 Sovie t  P l a n  w a s  c a p t u r e d  
when  our  A r m y  c a m e  to G e r m a n y .  In c a p t u r i n g  s o m e  of the G e r m a n  
un i t s ,  we found the  1941 Sovie t  P l a n  in c o m p l e t e  de ta i l ,  wh ich  the 
G e r m a n s  had c a p t u r e d  f r o m  the R u s s i a n s .  The R u s s i a n s ,  p r e v i o u s  to 
tha t ,  d u r i n g  the wa r ,  gave  out  v a r i o u s  types  of i n f o r m a t i o n - - v e r y  
s p a r s e ,  v e r y  i n c o m p l e t e - - c o n c e r n i n g  p lan  and p e r f o r m a n c e  in  1941 
and the few p r e c e d i n g  y e a r s .  

Upon close study it turned out that there was nothing in this 
plan which was in any way inconsistent with the published data and 
there was nothing that the Soviets had publis~ed which was incon- 
sistent with what was in the plan. 

Thi s  is  not  r e a l l y  p r o o f  so f a r  as the  C h i n e s e  e x p e r i e n c e  i s  
c o n c e r n e d ;  but,  s i n c e  the C h i n e s e  do fo l low the Sovie t  m o d e l ,  
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p a r t i c u l a r l y  in  e c o n o m i c  s t a t i s t i c s  and p l ann ing ,  th i s  t ends  to 
s u p p o r t  the b e l i e f  t h a t  the R u s s i a n s '  da t a  have  s o m e  b a s i s  in f a c t ,  
and tha t  the p r o b l e m  r e a l l y  i s  one  of t r y i n g  to d i s c o v e r  the f r a m e -  

w o r k  wi th in  which  t h e y  a r e  p r e s e n t e d .  

Wha t  does  the  n a t i o n a l  budge t  m e a n  in  C o m m u n i s t  C h i n a  ? 
W h a t  does  the t e r m  i n v e s t m e n t  m e a n ,  and  so on.  T h e s e  a r e  the  t y p e s  
of p r o b l e m s  tha t  an  i n v e s t i g a t o r  in  c o n f r o n t e d  wi th .  

W h a t  I would  l ike  to do a f t e r  t h e s e  few v e r y  b r i e f  i n t r o d u c t o r y  
r e m a r k s  i s  to d i s c u s s  s o m e  of the  m a j o r  f a c e t s  of the e c o n o m y  i n h e r -  
i t ed  b y  the C h i n e s e  C o m m u n i s t s ,  then,  to p r o c e e d  wi th  an  a n a l y s i s  
of the l i m i t i n g  and  c o n d i t i o n i n g  f a c t o r s  in  C o m m u n i s t  C h i n a ' s  e c o n o m i c  
d e v e l o p m e n t ,  which  i s  in  a s e n s e  the p r o b l e m  I shou ld  t h i n k  you would  
be m o s t  i n t e r e s t e d  in  f r o m  the  s t a n d p o i n t  of e c o n o m i c  p o t e n t i a l .  

The  f u n d a m e n t a l  f a c t  about  C h i n a  t oday  i s  tha t  i t  i s  un i f i ed .  F o r  
b e t t e r  o r  f o r  w o r s e ,  w h e t h e r  we l ike  i t  o r  n o t ;  f o r  the f i r s t  t i m e  s i n c e  
1911 c e r t a i n l y ,  i t  i s  u n d e r  one  g o v e r n m e n t ,  unde r  one  a d m i n i s t r a t i v e  
c e n t e r .  T h i s  h a s  f a r - r e a c h i n g  e c o n o m i c  i m p l i c a t i o n s :  i t  m e a n s  tha t  
the  t r a n s p o r t  s y s t e m - - w h a t  t h e r e  i s - - i s  o p e r a t i n g  u n d e r  one c e n t r a l  
d i r e c t i o n .  I t  m e a n s  t ha t  t r a d e  w i th in  the c o u n t r y  can  f low f r o m  d i f f e r e n t  
r e g i o n s .  T h e r e  a r e  no v e r y  m a r k e d  i n t e r n a l  b a r r i e r s  to the  f low of 
t r a d e  as  t h e r e  have  b e e n  in  the p a s t ,  due t o  the c i v i l  w a r ,  due to 
J a p a n e s e  o c c u p a t i o n  of M a n c h u r i a  and l a t e r  a l so  of N o r t h  and  E a s t  

C h i n a .  

A n o t h e r  f u n d a m e n t a l  f a c t  about  Ch ina ,  bo th  now and in  the  p a s t ,  
i s  the  v e r y  h e a v y  popu la t i on  p r e s s u r e .  You have  a c o u n t r y  wi th  a 
t r e m e n d o u s  d e n s i t y  of popu l a t i on  and wi th  a p o p u l a t i o n  wh ich  i s  
undoub ted ly  increasing r a p i d l y .  

O n e  i l l u s t r a t i o n  of the d e g r e e  of popu l a t i on  p r e s s u r e  is  the  
s i z e  of f a r m s .  The  a v e r a g e  s i z e  f a r m  in  C h i n a  i s  e s t i m a t e d  to be  
s l i g h t l y  above t h r e e  a c r e s ,  and of c o u r s e  t h i s  i s  an  a v e r a g e  s i z e ,  

w h i c h  m e a n s  t h a t  you  have  m a n y ,  m a n y  f a r m s  m u c h  s m a l l e r  t h a n  
t h a t .  T h i s  is  c o m p a r e d  to an  a v e r a g e  s i z e d  f a r m  in the U n i t e d  S t a t e s  

of about  80 or  85 a c r e s ,  I b e l i e v e .  

T h i s  c o m p a r i s o n ,  j u s t  as  the n a t i o n a l  i n c o m e  c o m p a r i s o n  
e x a g g e r a t e s  t h e  d i f f e r e n c e  s o m e w h a t  s i n c e  the C h i n e s e  h a v e  a m u c h  
m o r e  i n t e n s i v e  type  of a g r i c u l t u r e , ,  and in  v a s t  a r e a s  they  p r o d u c e  
two c r o p s  a y e a r .  So an  a c r e  in  C h i n a  i s  not  e q u i v a l e n t  to an  a c r e  
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in  the United States .  But even if  you ha lved  the d i f f e r e n c e ,  even 
ff you sa id  the average  in the United States was 40 or 30 a c r e s ,  
there  s t i l l  would be a v e r y  vas t  d i f fe rence .  

Agr i cu l tu ra l l y ,  China i s  divided v e r y  roughly  into two r e g i o n s - -  
the wheat reg ion  in the nor th  and the r i c e  r eg ion  in the south.  The 
dens i ty  of populat ion is  much  g r e a t e r  in the r i c e  r eg ion  than i t  i s  
f a r t h e r  up north.  Other  c rops  a re  gruwn, too, but this is  a v e r y  d i s -  
{inctive c h a r a c t e r i s t i c  of the country .  

The crop y ie lds ,  that  is ,  a g r i c u l t u r a l  output pe r  unit of land, 
a r e  quite h igh.  They a re  p robab ly  as high as  appl ica t ion  of t r ad i -  
t ional  techniques  p e r m i t .  The Chinese  have through the c e n t u r i e s  
developed h ighly  re f ined  techniques  of cul t ivat ion,  of soft  c o n s e r -  
vatio n. of f e r t i l i z a t i o n  with the m e a n s  that were  at the i r  d i sposa l ,  
not us ing  m o d e r n  techniques .  An a p p r e c i a b l e  i n c r e a s e  in c u r r e n t  
product ion can only come with a m a j o r  technologica l  breakthrough,  
through the u t i l iza t ion  of new techniques p a r t i c u l a r l y  the appl ica t ion  
of f e r t i l i z e r  as  was done in Japan  in the la te  n ine teenth  cen tu ry .  

Now some v e r y  b r i e f  notes  on the indus t ry  of China, which is  
I am sure ,  someth ing  of v e r y  cons ide rab l e  i n t e r e s t  to you. The 
l a rge  i n d u s t r i a l  cen te r  of China is  :Manchuria.  You r e a l l y  have 
two m a j o r  i n d u s t r i a l  cen te r s  and then some s u b s i d i a r y  ones .  The 
m a j o r  c en t e r s  a re  Manchu r i a  on the one hand and the Shanghai  a r e a  on 
the o ther  hand.  Manchur ia ,  b road ly  speaking,  is  the cen t e r  of 
heavy  indus t ry ,  developed b y  the J apanese .  Shanghai i s  the cen t e r  
of l ight indus t ry ,  p a r t i c u l a r l y  tex t i les .  

When you speak  of the cen te r  of heavy indus t ry ,  we have to b e a r  
in mind  that the sca le  h e r e  is  v e r y  d i f fe ren t  f r o m  that in the United 
States .  The indus t r i e s  that I am r e f e r r i n g  to in Manchu r i a  a re  i ron  
and s tee l ,  power,  cement ,  some  coal;  the re  is  a s i zab le  coa l  i ndus t ry  
in China p roper ,  too. To i l l u s t r a t e  this ,  in t e r m s  of pas t  peak p e r -  
fo rmance ,  the praduct ton of pig i ron  was about 2 m i l l i on  tons; of 
steel, close  to 1 m i l l i on  tons; of coal,  80 m i l l i o n  tons; and of e l e c t r i c  
power,  about 7 b i l l ion  kilowatt  hour s .  

At the s a m e  t ime,  the t ranspor t  s y s t e m  is  e x t r e m e l y  m o d e s t  and 
is  l a r g e l y  confined to Manchur i a  and Eas t  China.  It is  v e r y  s p a r s e  in 
the South. The total  m i l e a g e - - a g a i n  before  the Communi s t s  c a m e  i n - -  
was roughly about 15, 000 as compared  to about 250, 000 in the United 
States .  
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This  was ,  in v e r y  b r o a d  b r u s h e s ,  the e c o n o m y  that  the 

C h i n e s e  C o m m u n i s t s  took  o v e r  when  they  c a m e  into p o w e r ,  wi th  
a n u m b e r  of e x c e p t i o n s .  

F i r s t  of al l ,  M a n c h u r i a n  i n d u s t r y  was  d i s m a n t l e d  by the 
Sovle t s  in  1945. This  was  r e f l e c t e d  in a m a r k e d  r e d u c t i o n  of 
i n d u s t r i a l  c a p a c i t y .  The d e g r e e  of c u r t a i l m e n t  v a r i e d  f r o m  
i n d u s t r y  to i n d u s t r y .  Th i s  s t r i p p i n g  of i n d u s t r i a l  f a c i l i t i e s  was  
s e l e c t i v e ;  i t  d id  not  n e c e s s a r i l y  invo lve  c o m p l e t e  r e m o v a l ,  but  
r a t h e r  r e m o v a l  of the  m o s t  m o d e r n  e q u i p m e n t  as a r e s u l t ,  a c c o r d -  
tng to e s t i m a t e s  m a d e  by our  P a u l e y  R e p a r a t i o n s  M i s s i o n ,  p r o -  
duc t ive  c a p a c i t y  in  o v e r a l l  a v e r a g e  t e r m s  was at l e a s t  h a l v e d .  

A n o t h e r  m a j o  r p r o b l e m  f a c i n g  the C h i n e s e  C o m m u n i s t s  at 
the  t i m e  of t a k e o v e r  was  the h igh ly  d i s r u p t e d  s t a t e  of the e c o n o m y .  
I t  was  an e c o n o m y  which  was ju s t  at  the end of a long  p e r i o d  of 
c i v i l  w a r ,  a p e r i o d  of e x t e n d e d  and v e r y  acute  inf la t ion ,  wi th  i t s  
p r o d u c t i o n  m a c h i n e r y  at a v e r y  low ebb, and wi th  a c o m p l e t e l y  
d i s r u p t e d  t r a n s p o r t  and d i s t r i b u t i o n  s y s t e m .  

So one  of the  m a j o r  p r o b l e m s  they  f a c e d  was one  of un i f i c a t i on  
and  con t ro l ,  t r y i n g  to ga in  c o n t r o l  o v e r  this  e c o n o m y  and of c o m b a t -  
r ing the  i n f l a t i o n a r y  p r e s s u r e s .  

In th is  s i tua t ion ,  Mao T s e - t u n g  in 1950 p r o c l a i m e d  c e r t a i n  
g e n e r a l  goa l s  fo r  the  t h r e e - y e a r  p e r i o d  1949-52.  T h e r e  was  to be 
r e c o v e r y  in  p r o d u c t i o n  to pas t  p e a k s ,  and these  peaks  in  C o m m u n i s t  
t e r m i n o l o g y  u s u a l l y  r e f e r  to 1943-44 output  in M a n c h u r i a ,  the h i g h e s t  
on  r e c o r d ,  and  to 1936-37 output  in China  p r o p e r .  

The  s e c o n d  o b j e c t i v e  was  what  you m i g h t  c a l l  the  c a p t u r e  of 
the  " c o m m a n d i n g  h e i g h t s "  in the e c o n o m y ,  gaLning c o n t r o l  o v e r  the 
e c o n o m y ,  b r i n g i n g  v a r i o u s  s e c t o r s  of the e c o n o m y  u n d e r  C h i n e s e  
C o m m u n i s t  c o n t r o l .  

The  t h i r d  o b j e c t i v e  was  to a t t a in  f i s c a l  and f i n a n c i a l  s t a b i l i t y ,  
to  c o m b a t  inf la t ion ,  to a r r e s t  the con t i nuous  p r i c e  r i s e  and the 
d e t e r i o r a t i o n  of the  c u r r e n c y  and  to b r i n g  about  a f a i r l y  s t ab l e  p r i c e  
l e v e l .  

The  fou r th  o b j e c t i v e ,  wh ich  in  a s e n s e  was  not  an o b j e c t i v e  of 
i t s e l f ,  but  was  a c o n s e q u e n c e  of the  f i r s t  t h r e e ,  was the p r e p a r a t i o n  
of the f i v e - y e a r  p lan  and of the  e c o n o m y  fo r  l o n g - r a n g e  d e v e l o p m e n t  
p l ann ing  tha t  was  to s t a r t  p r o b a b l y  in1953.  Th i s  is  not  s p e l l e d  Out, 



but  the i m p l i c a t i o n  was  tha t  i t  would  s t a r t  at  the end  of this p e r i o d .  
O n  the  whole ,  a l l  of t he se  o b j e c t i v e s  w e r e  a t t a i n e d  by 1952, in s p i t e  
of the K o r e a n  W a r .  

The  K o r e a n  W a r  in a s e n s e  w o r k e d  in two c o n t r a d i c t o r y  w a y s  
s o  f a r  as  the  C h i n e s e  e c o n o m y  was  c o n c e r n e d .  It  w a s  a d r a i n  on the  
C o m m u n i s t  C h i n e s e  e c o n o m i c  r e s o u r c e s  d e s p i t e  the Sovie t  m i l i t a r y  
a id  tha t  was  e x t e n d e d .  It was  a t r e m e n d o u s  d r a i n  on  the t r a n s p o r t  
s y s t e m .  Also ,  d e s p i t e  Sovie t  s h i p m e n t s  of m a t e r i e l ,  a l a r g e  p o r t i o n  
o f  the s u p p l i e s  had  to be p r o v i d e d  f r o m  M a n c h u r i a  and C o m m u n i s t  
Ch ina .  So t h e r e  is  no q u e s t i o n  but  that  i t  was  a v e r y  s e r i o u s  e c o n o m i c  
d r a i n .  

O n  the o t h e r  hand ,  i t  d id  s e r v e  to a r o u s e ,  at  l e a s t  at  the b e g i n -  
n ing,  at  l e a s t  d u r i n g  the  p e r i o d  when  the C h i n e s e  C o m m u n i s t s  w e r e  
do ing  r e l a t i v e l y  we l l ,  the l a t en t  o r  not  so l a t e n t  n a t i o n a l i s m  of the 
C h i n e s e  peop le ,  the s u p p r e s s e d  f e e l i n g  of r e v e n g e  a g a i n s t  p a s t  
w e s t e r n  i n j u s t i c e s .  Th i s  h e l p e d  the C h i n e s e  C o m m u n i s t s  to m o b i l i z e  
n a t i o n a l  s e n t i m e n t  and to i n c r e a s e  the d e g r e e  of e x e r t i o n  t hey  cou ld  
c o m m a n d  f r o m  the  p e o p l e .  I t  a r o u s e d  a c e r t a i n  f e r v o r ,  e n t h u s i a s m ,  
and so on, wh ich  w e r e  i m p o r t a n t  f a c t o r s  in h e l p i n g  the C h i n e s e  C o m -  
m u n i s t s  to ex tend  t h e i r  c o n t r o l s  and to c a p t u r e  the c o m m a n d i n g  
h e i g h t s .  

Now le t  us b r i e f l y  e x a m i n e  e a c h  one  of t h e s e  f a c t o r s  tha t  I h a v e  
m e n t i o n e d .  In  g e n e r a l  t e r m s  the C h i n e s e  C o m m u n i s t  p o l i c y  d u r i n g  
th i s  p e r i o d ,  and e v e n  now; m a y  be c h a r a c t e r i z e d  as a p o l i c y  of "h igh  
p r e s s u r e  g r a d u a l i s m ,  " to ga in ing  m o r e  and m o r e  c o n t r o l ,  t r y i n g  to 
u se  a l l  m e a n s  at t h e i r  d i s p o s a l ,  s h o r t  of o u t r i g h t  m a s s  c o e r c i o n  o r  
m a s s  m u r d e r ;  a l t hough  t h e r e  have  b e e n  a n u m b e r  of e x c e p t i o n s  to 
th i s ,  such  as in  1951 when  a v a s t  n u m b e r  of peop le ,  e s t i m a t e d  at  2 
o r  3 m i l l i o n ,  w e r e  k i l l e d .  

Th i s  s t r a t e g y c a n  be  c l e a r l y  d e t e c t e d  in a g r i c u l t u r a l  po l i cy ,  
in  the f i e l d  of l and  r e f o r m ,  and in the n a t i o n a l i z a t i o n  of the u r b a n  
s e c t o r s  of the ~ c o n o m y .  

When  the C h i n e s e  C o m m u n i s t s  c a m e  in, t h e y  i n s t i t u t e d  a v e r y  
f a r - r e a c h i n g  l and  r e f o r m .  T h e y  t r a n s f e r r e d  t i t l e s  f r o m  l a n d l o r d s  to 
t e n a n t s ,  and a l s o  a v a s t  a m o u n t  of l and  was  r e d i s t r i b u t e d .  H o w e v e r ,  
f r o m  the  C o m m u n i s t  po in t  of v iew,  th i s  r e p r e s e n t e d  on ly  a w a y - s t a t i o n .  
The  p r i m a r y  p u r p o s e  of l and  r e f o r m  w a s  to he lp  the C h i n e s e  C o m m u n i s t s  
to ga in  a c c e s s  to p o w e r  and  ga in  the  p e a s a n t s '  good w i l l .  H a v i n g  
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ga ined  power ,  they  e l i m i n a t e d  the l a n d l o r d s  in  o r d e r  to ga in  c o n t r o l  
of the v i l l a g e s ,  and to a c q u i r e  the c a p i t a l  a c c u m u l a t i n g  f u n c t i o n s  
f o r m e r l y  e x e r c i s e d  by  t h e m .  In ef fec t ,  t h r o u g h  th is  ac t  r e n t s  once  
pa id  to the l a n d l o r d s  w e r e  now a p p r o p r i a t e d  by  the s t a t e  in  the  f o r m  
of t a x e s .  

T h i s  l a n d  r e f o r m ,  howeve r ,  was  j u s t  the f i r s t  s t age  of a t h r e e -  
s t a g e  a g r a r i a n  p o l i c y  whose  u l t i m a t e  goal  was  c o l l e c t i v i z a t i o n .  
The  t h r e e  s t a g e s , ,  s p e l l e d  out  by  the C o m m u n i s t s  t h e m s e l v e s ,  w e r e  
l and  r e f o r m ,  the c o o p e r a t i v e  s t age ,  and the c o l l e c t i v e  s t a g e .  At 
the p r e s e n t  t i m e  they  a r e  in  the s e c o n d  s t age ,  the  c o o p e r a t i v e  s t a g e .  
L a n d  r e f o r m  was  c o m p l e t e d  r o u g h l y  in  1952. H o w e v e r ,  e v e n  b e f o r e  
i t  was  c o m p l e t e d ,  the  s e c o n d  s t a g e  was  l a u n c h e d .  

A s i m i l a r  p r o g r a m  i s  p u r s u e d  fo r  the n a t i o n a l i z a t i o n  and c o n t r o l  
of the u r b a n  s e c t o r .  The C o m m u n i s t s  i n h e r i t e d  m a n y  publ i  c e n t e r -  
p r i s e s  f r o m  the  n a t i o n a l  g o v e r n m e n t .  P r a c t i c a l l y  a l l  the  M a n c h u r i a n  
i n d u s t r y  was  s t a t e  o p e r a t e d  and c o n t r o l l e d  b e f o r e  the C h i n e s e  C o m -  
m u n i s t s  c a m e  in .  S ince  i t  had  b e e n  unde r  J a p a n e s e  o w n e r s h i p  and 
m a n a g e m e n t  a t  the end of the w a r ,  i t  n a t u r a l l y  b e c a m e  w a r  boo ty  and 
thus a u t o m a t i c a l l y  c a m e  in to  the p o s s e s s i o n  of the n a t i o n a l  g o v e r n m e n t  
of C h i n a .  M o r e o v e r ,  the n a t i o n a l  g o v e r n m e n t  had o p e r a t e d  publ ic  
e n t e r p r i s e s  in  C h i n a  p r o p e r  as  we l l .  Thus  the C o m m u n i s t s  had  a 
l a r g e  s t a t e - o p e r a t e d  i n d u s t r i a l  s e c t o r  to s t a r t  wi th .  

S i m i l a r l y ,  the l a r g e s t  b a n k s  in Ch ina  had  b e e n  e i t h e r  u n d e r  
pub l i c  o r  s e m i p u b l i c  c o n t r o l .  T h e r e f o r e ,  i t  was  not  v e r y  d i f f i cu l t  
to p e n e t r a t e  the bank ing  s y s t e m ,  to c o n t r o l  it,  and to ga in  a c c e s s  to i t .  

The  C o m m u n i s t s ,  u s ing  these  s t r a t e g i c  p o s i t i o n s ,  g r a d u a l l y  
e x t e n d e d  them,  not by  o u t r i g h t  n a t i o n a l i z a t i o n  but  r a t h e r  by  b u y i n g  
up p r i v a t e  e n t e r p r i s e s ,  b y  f o r c i n g  banks  to a m a l g a m a t e ,  by  f o r m i n g  
c o r p o r a t i o n s  in  which  the g o v e r n m e n t  p u r c h a s e s  a p o r t i o n  of s h a r e s ;  
then one or  two r e p r e s e n t a t i v e s  of the g o v e r n m e n t  would s i t  on the 
B o a r d  o f  D i r e c t o r s ,  which  would be  enough  b e c a u s e  the w o r d  of the 
r e p r e s e n t a t i v e ,  the v iews  of the r e p r e s e n t a t i v e ,  the p o l i c y  he 
a d v o c a t e d  would  be the one tha t  had to be  fo l lowed .  

T h e s e  w e r e  the. m e a n s  tha t  have  b e e n  u s e d  and a r e  s t i l l  
b e ing  used .  B y  now about  80 p e r c e n t  of h e a v y  i n d u s t r y  in C h i n a  
i s  unde r  publ ic  o r  g o v e r n m e n t  con t ro l ,  so i s  the bu lk  of w h o l e -  
s a l e  t r ade ,  and an  i n c r e a s i n g  s h a r e  of l i gh t  i n d u s t r y  and r e t a i l  
t r a d e .  The s e c t o r s  which  a r e  s t i l l  p r i v a t e l y  o p e r a t e d  b e g i n  to be 
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s u b j e c t e d  to i n c r e a s i n g  p r e s s u r e s  in the pas t  hal f  y e a r  th rough  
the d e v i c e  of s o - c a l l e d  jo in t  p u b l i c - p r i v a t e  e n t e r p r i s e s .  In 
C h i n e s e  C o m m u n i s t  t e r m i n o l o g y ,  t he se  e n t e r p r i s e s  c o n s t i t u t e  the  
s t a t e - c a p i t a l i s t  s e c t o r .  T h e s e  a r e  e n t e r p r i s e s  in which  the s t a t e  
h a s  bought  a p r o p o r t i o n  of the  s h a r e s - - m a y b e  half ,  m a y b e  s o m e -  
what  l e s s ,  m a y b e  s o m e w h a t  m o r e - - a n d  which  a r e  s u p p o s e d  to be  
j o in t l y  m a n a g e d  by  p r i v a t e  e n t r e p r e n e u r s  and  the  s t a t e ,  in t e r m s  
of d i r e c t i o n ,  c o n t r o l  and p lanning ,  but f o r  a l l  p r a c t i c a l  p u r p o s e s  
a r e  r e a l l y  publ ic  e n t e r p r i s e s .  

O u r  t i m e  is  so s h o r t ,  I wi l l  have  to sk ip  o v e r  things v e r y  
l igh t ly .  Now I am going to a t t e m p t  to d i s c u s s  b r i e f l y  the f a c t o r s  
c o n d i t i o n i n g  e c o n o m i c  g rowth  in  C o m m u n i s t  China .  B e f o r e  I do 
that ,  h o w e v e r ,  I would l ike  to say  a few w o r d s  about the f i v e - y e a r  
p lan .  In e a r l y  1952 and 1953, the r e g i m e  sa id  it was  l a u n c h i n g  a 
f i v e - y e a r  p lan .  T h e y  did not pub l i sh  a p lan ,  on ly  c e r t a i n  t a r g e t s  
f o r  1953; a lso ,  Soviet  n e w s p a p e r s  p u b l i s h e d  c e r t a i n  l o n g - r a n g e  
t a r g e t s  fo r  the f i v e -  o r  s e v e n - y e a r  pe r i od ,  1952-59, fo r  a few 
m a j o r  i t e m s ,  such  as pig  i ron ,  s t e e l ,  coa l ,  e l e c t r i c  power ,  and a 
few o t h e r  c o m m o d i t i e s ,  the output  t a r g e t s  of which  we~e to be 
a t t a i n e d  th rough  Sovie t  a id .  

Also  we w e r e  told that it was the o b j e c t i v e  of the f i v e - y e a r  
p lan  to r e h a b i l i t a t e  and to bui ld  a vas t  n u m b e r  of new e n t e r p r i s e s  
and new p r o j e c t s  m o s t l y  in h e a v y  i n d u s t r y .  We w e r e  a l so  told tha t  
g r a i n  p r o d u c t i o n  was to be i n c r e a s e d  by 30 p e r c e n t .  La t e  in 1954 
Chou E n - l a i ,  in h is  i m p o r t a n t  s p e e c h  b e f o r e  the  P e o p l e ' s  C o n g r e s s  
s t a t e d  in so m a n y  w o r d s  that  t h e r e  r e a l l y  was  no f i v e - y e a r  p lan  in the 
r e a l  s e n s e  of the word  in China,  but that the C h i n e s e  a r e  s t i l l  o p e r a t -  
ing wi th in  a f r a m e w o r k  of g e n e r a l  f i v e - y e a r  o b j e c t i v e s .  He d idn ' t  
s p e l l  this  out, but  the i m p l i c a t i o n  was  that  t h e r e  w e r e  only  annua l  
p lans  r a t h e r  than a f i v e - y e a r  p lan of the Soviet  type .  

In c o n n e c t i o n  wi th  the f i v e - y e a r  plan,  the  C o m m u n i s t s  in 
m a n y  d i f f e r e n t  s t a t e m e n t s  as wel l  as a r t i c l e s  have  s p e l l e d  out the 
type of e c o n o m i c  p r o g r a m  which  they  e n v i s i o n  fo r  China .  It is  a 
p r o g r a m  which  is  c l o s e l y  p a t t e r n e d  on the Sovie t  m o d e l .  The  c e n t r a l  
o b j e c t i v e  is  i n d u s t r i a l i z a t i o n ,  m o s t  p a r t i c u l a r l y  the r ap id  g rowth  of 
h e a v y  i n d u s t r y .  Th i s  can  be i l l u s t r a t e d  by the f ac t  that  about 50 
p e r c e n t  of the i n v e s t m e n t  budge t  goes  into i n d u s t r y .  Of this  50 p e r c e n t ,  
about  80 p e r c e n t  goes  into h e a v y  i n d u s t r y  and 20 p e r c e n t  into l ight  
i n d u s t r y .  So the p r e p o n d e r a n t  e m p h a s i s  is  on h e a v y  i n d u s t r y .  It 
r e c e i v e s  the h i g h e s t  p r i o r i t i e s ,  wi th  l o w e r  p r i o r i t i e s  a c c o r d e d  to 
a g r i c u l t u r e  and to the c o n s u m e r  s e c t o r .  
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There  is the hope that,  in spi te  of the low i n v e s t m e n t  p r i o r i t y  
accorded  to a g r i c u l t u r e ,  f a r m  output can  be r a i s e d .  Re l i ance  for  
th i s  is p r i n c i p a l l y  p laced  on a s e r i e s  of l a b o r - i n t e n s i v e  p r o j e c t s  
involving p a r t i c u l a r l y  i r r i g a t i o n ,  d ra inage ,  and r e c l a m a t i o n  a long 
the big r i v e r  b a s i n s  of China; an ou ts tanding  example  is  the Hwai  
R i v e r  f lood con t ro l  and i r r i g a t i o n  p r o j e c t .  

While these  p r o j e c t s  m a y  turn  out to be f a i r l y  i m p o r t a n t  in 
the long run,  in and of t h e m s e l v e s  they a re  not su f f i c ien t  to make  
a v e r y  m a r k e d  impac t  on the a g r i c u l t u r a l  output of China.  The 
p r i n c i p a l  p rob lem,  as I indica ted  before,  is  f e r t i l i z e r .  This  r e q u i r e s  
a l a rge  expans ion  of f e r t i l i z e r  product ion  capac i ty  o r  l a r g e r  impor t s  
of f e r t i l i z e r .  Both m e a n  s a c r i f i c i n g  o ther  ob jec t ives .  E x p a n s i o n  of 
domes t i c  f e r t i l i z e r  output means  d iv i s ion  of capac i t y  f r o m  other  l ines  
of p roduc t ion .  On the o ther  hand, l a r g e r  impor t s  of f e r t i l i z e r  m e a n  
s m a l l e r  impor t s  of cap i ta l  goods.  Actual ly ,  there  has  been  some 
expans ion  of domes t i c  f e r t i l i z e r  capac i ty ,  but thus fa r ,  i t  has  been  

quite modes t .  

In e s s e n c e  the Chinese  c o m m u n i s t s  envisage  i n d u s t r i a l  develop-  
men t  at  the expense  of a g r i c u l t u r a l  deve lopment .  I n d u s t r i a l i z a t i o n  
is a c c e l e r a t e d  at  the outset ,  by v i r tue  of the v e r y  fac t  that  s ince  
a g r i c u l t u r e  is  kept on a s h o r t  i n v e s t m e n t  ra t ion ,  a l a r g e r  s h a r e  of 
i n v e s t m e n t  r e s o u r c e s  can be concen t r a t ed  in i n d u s t r y .  This  pol icy ,  
in  tu rn ,  se t s  up i ts  own v i c i o u s  c i r c l e s ;  j u s t  b e c a u s e  a g r i c u l t u r a l  
deve lopment  is s luggish ,  while the demand for  f a r m  products  g r o w s - -  
owing to an i n c r e a s i n g  population,  u rban iza t ion ,  and e x p o r t s - - t h e  
r e g i m e  is  fo rced  to ex t r ac t  a r i s i n g  p ropor t ion  of f a r m  output if this  
demand  is to be me t .  This  v e r y  p r o c e s s ,  h o w e v e r ,  f u r t h e r  i n t e r f e r e s  
with a g r i c u l t u r a l  deve lopment  so that  the s c r e w  m u s t  be appl ied even 
t igh te r ;  and under  such c i r c u m s t a n c e s  f a r m  output is  s a c r i f i c e d  for  
con t ro l  and s t r o n g  complus ions  a re  se t  in fo rce  that d r ive  the s y s t e m  

toward  co l l ec t iv i za t ion .  

Le t  us b r i e f l y  look at the f a c to r s  l i m i t i n g  the pace of economic  
and i n d u s t r i a l  growth.  In a s ense ,  they a r e  obvious:  the p r o b l e m  of 
m i n e r a l  r e s o u r c e s ;  the p rob lem of populat ion;  the p rob l em of o r g a n -  
i za t iona l ,  m a n a g e r i a l ,  and t echn ica l  sk i l l ;  the capac i ty  to save  or  
the capac i ty  to inves t ;  the capac i ty  to impor t ;  and the p r o b l e m  of 
t r a n s p o r t .  I would l ike f i r s t  to d i s c u s s  t r a n s p o r t  v e r y  b r i e f l y .  A 
r a i l r o a d  map of China wi l l  show the l ines  which were  bui l t  be fo re  
the C o m m u n i s t s  came in and which were  taken  over  by them.  
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T h e r e  is a r e l a t i v e l y  h e a v y  c o n c e n t r a t i o n  in M a n c h u r i a  and in N o r t h  
China,  v e r y  s p a r s e  in South China;  and noth ing  in W e s t  China .  

The C h i n e s e  C o m m u n i s t s '  e f fo r t s  a r e  c o n c e n t r a t e d  in W e s t  
China  w h e r e  t h e r e  have  b e e n  no r a i l r o a d  l i ne s  in the pa s t .  In m a n y  
ways ,  f r o m  a s t r i c t l y  e c o n o m i c  v iewpoin t ,  this  is i l l o g i c a l .  The  
popu la t ion  c e n t e r  of China,  as I i n d i c a t e d  b e f o r e ,  is 2n the South. 
Thus  it s e e m s  to m e  it  would m a k e  m u c h  m o r e  s e n s e  to deve lop  the 
r a i l r o a d  s y s t e m  in South China,  to bui ld  m a n y  m o r e  spu r  l i ne s ,  so as 
to tap moI 'e  e f f e c t i v e l y  the a g r i c u l t u r a l  s u r p l u s e s  in this  r e g i o n  and 
a lso  to p r o m o t e  a m u c h  b e t t e r  c o m m e r c i a l  i n t e r c h a n g e  in this  r e g i o n .  
H o w e v e r ,  the C h i n e s e  C o m m u n i s t s  a r e  c o n c e n t r a t i n g  t he i r  e f f o r t s  
in Wes t  China .  Why?  

One  can  advance  s e v e r a l  h y p o t h e s e s ,  i t  s e e m s  to m e  this is 
p r i m a r i l y  fo r  s t r a t e g i c  and d o m e s t i c  p o l i t i c a l  r e a s o n s .  It is an 
a t t e m p t  to i n t e g r a t e  Wes t  China  m o r e  c l o s e l y  wi th  the r e s t  of the 
c o u n t r y  and to e s t a b l i s h  c l o s e r  con tac t  with R u s s i a  by bu i ld ing  these  
two l i n e s  up to A l m a - A t a  and up th rough  h e r e  into O u t e r  Mongol ia ,  
up to Ulan B a t o r .  Th is  m a y  a lso  m a k e  s e n s e  f r o m  a l o n g - r a n g e  
d e v e l o p m e n t  poin t  of v iew b e c a u s e  this is w h e r e  the unse t t l ed ,  unex-  
p l o r e d  r e g i o n s  of China  l i e .  They  a r e  a g r i c u l t u r a l l y  v e r y  p o o r  r e g i o n s ,  
but  i t  is  p e r f e c t l y  c o n c e i v a b l e  that  new m i n e r a l  r e s o u r c e s  m a y  be 
d i s c o v e r e d  t h e r e  and that c e r t a i n  p a r t s  of this whole  vas t  a r e a  m a y  
v e r y  we l l  be conduc ive  o r  su i t ab le  fo r  i n d u s t r i a l  d e v e l o p m e n t ,  p a r t i c -  
u l a r l y  f o r  m i n e r a l  exp lo i t a t ion  in N o r t h w e s t  China .  So f r o m  a v e r y  
l o n g - r u n  d e v e l o p m e n t  poin t  of view, this m a k e s  s e n s e ;  f r o m  a s h o r t -  
r u n  d e v e l o p m e n t  point  of view, it is p r i m a r i l y  to be  r e g a r d e d  in 
p o l i t i c a l  and s t r a t e g i c  t e r m s .  

So f a r  as popu la t ion  is c o n c e r n e d ,  I would jus t  l ike  to m a k e  a 
few o b s e r v a t i o n s .  P o p u l a t i o n  c o n s t i t u t e s  a v e r y  o b s c u r e  c h a p t e r  in 
C h i n e s e  h i s t o r y  and in our  knowledge  of China .  We know l e s s  about  
C h i n e s e  popula t ion ,  p a r a d o x i c a l l y  enough,  than about m a n y  o t h e r  
a s p e c t s  of C h i n e s e  s o c i e t y  and e c o n o m i c  l i fe .  We don ' t  know what  
p a s t  r a t e s  of popu la t ion  g rowth  have  b e e n .  T h e r e  have  b e e n  s o m e  
l o c a l  s t u d i e s .  We have  s o m e  g u e s s e s  as to what  the b i r t h  and dea th  
r a t e s  have  been ,  but we have  no r e l i a b l e  da ta  w h a t s o e v e r .  

The  f i r s t  m o d e r n  popu la t ion  c e n s u s  in C h i n e s e  h i s t o r y  was 
t aken  in 1953 by the C h i n e s e  C o m m u n i s t s .  They  have  r e l e a s e d  s o m e  
data,  but  we s t i l l  don ' t  have  a v e r y  c l e a r  p i c t u r e  of what  the r a t e  of 
popu la t ion  g rowth  i s .  We do know, h o w e v e r ,  one thing, the dea th  
r a t e s  a r e  r a p i d l y  d e c l i n i n g .  This  is  i nev i t ab l e ,  g iven  the f ac t  that  
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the c o u n t r y  is  un i f i ed ,  that  f o r  the f i r s t  t i m e  in d e c a d e s  t h e r e  is 
no c i v i l  w a r .  

U n d e r  a v e r y  r u t h l e s s  a d m i n i s t r a t i o n ,  e p i d e m i c s  and f a m i n e s  
have  b e e n  r e d u c e d .  The  scope  of the i n t e r n a l  d i s t r i b u t i o n  s y s t e m  
is  g r e a t l y  i m p r o v e d  so the e f f ec t s  of f a m i n e  c a n  be m i n i m i z e d .  I 
a m  not s u g g e s t i n g  that  t h e r e  a r e  no l o c a l  f a m i n e s  in Ch ina  today ,  
but  on ly  that  the g o v e r n m e n t  has  the c a p a c i t y  to m i n i m i z e  the e f f e c t s  
o f  f a m i n e  m u c h  m o r e  than was  the c a s e  in the p a s t .  Also  the C h i n e s e  
C o m m u n i s t  g o v e r n m e n t  is  e n g a g e d  in a v e r y  v i g o r o u s  p r o g r a m  of 
pub l i c  h e a l t h .  

I t  a l so  s e e m s  to b e l i e v e  in p r o m o t i n g  popu l a t i on  g r o w t h .  
H o w e v e r ,  r e g a r d l e s s  of this China  m a y ,  wi th in  the next  d e c a d e  o r  two, 
be  s u b j e c t  to wha t  d e m o g r a p h e r s  have  c h a r a c t e r i z e d  as a " p o p u l a t i o n  
e x p l o s i o n " ;  tha t  is ,  a s i t u a t i o n  b r o u g h t  about  by a r a p i d  d e c l i n e  in the 
d e a t h  r a t e  wi th  b i r t h r a t e s  r e m a i n i n g  s t a b l e  o r  d e c l i n i n g  m u c h  m o r e  
s l o w l y .  Whi l e  dea th  r a t e s  can  be r e d u c e d  qui te  qu i ck ly  wi th  ou r  m o d e r n  
t e c h n i q u e s ,  wi th  the g r e a t  a d v a n c e s  in m e d i c i n e  and publ ic  h e a l t h ,  b i r t h -  
r a t e s  a r e  s u b j e c t  to s t r o n g  c u l t u r a l  and s o c i a l  r e s i s t a n c e s ,  If any th ing ,  
th i s  p h e n o m e n o n  of popu la t ion  e x p l o s i o n  is  p r o b a b l y  m u c h  m o r e  acu te  
and p r o n o u n c e d  in the t w e n t i e t h  c e n t u r y  than in the n i n e t e e n t h  c e n t u r y  
b e c a u s e  the m e a n s  of r e d u c i n g  d e a t h s  is so m u c h  m o r e  a d v a n c e d .  

Th i s  p h e n o m e n a  is  not un ique  to C h i n a .  It t akes  p l a c e  in a l l  
the  u n d e r d e v e l o p e d  a r e a s .  Ind ia  is f a c i n g  the p r o b l e m  ju s t  as  is 
C h i n a .  

I no t i c e  m y  t ime  is up.  T h e r e  a r e  m a n y  th ings  I have  not  
c o v e r e d ,  but  I hope  I w i l l  be able  to c a t c h  up on t h e m  in  the q u e s t i o n  
p e r i o d .  

C O L O N E L  WIRAK: D r .  E c k s t e i n  is  r e a d y  f o r  y o u r  q u e s t i o n s .  

DR.  E C K S T E I N :  O n e  of the th ings  I d id  not  c o v e r  is the  f a c t  
that  a c c o r d i n g  to the 1953 C h i n e s e  C o m m u n i s t  c e n s u s ,  the c o u n t r y ' s  
popu l a t i on  is  582 m i l l i o n .  

QUESTION:  D o c t o r ,  would  you  give us  a l i t t l e  c o m m e n t  on  w h a t  
the  l a n g u a g e  p r o b l e m s  a r e  that  the  R e d  C h i n e s e  f a c e - - t h o s e  tha t  h a v e  
b e e n  with  Ch ina  f o r  so  l o n g ?  
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DR.  E C K S T E I N :  T h e r e  a r e  two m a j o r  d i a l e c t s .  T h e r e  a r e  
m a n y  d i a l e c t s ,  but  t h e r e  a r e  two p r e d o m i n a n t  o n e s - - M a n d a r i n  and 
C a n t o n e s e - - a l m o s t  two l a n g u a g e s  r a t h e r  than d i a l e c t s .  H o w e v e r ,  the 
d o m i n a n t  l a n g u a g e ,  the n a t i o n a l  l a n g u a g e ,  is  M a n d a r i n  and is  b e c o m -  
ing so m o r e  and m o r e ,  c e r t a i n l y  a m o n g  the e d u c a t e d  g r o u p .  M o s t  of 
the e d u c a t e d  peop le  s p e a k  M a n d a r i n  o r  u n d e r s t a n d  i t .  

I doubt  that  this  would  be a v e r y  m a j o r  p r o b l e m .  C e r t a i n l y  
i t  is s o m e t h i n g  of a p r o b l e m .  One  cou ld  b r o a d e n  this  q u e s t i o n  s o m e -  
wha t  and g e n e r a l l y  r a i s e  the q u e s t i o n  o f  the n o r t h  v e r s u s  the s o u t h .  
T h e r e  is  a c o n s i d e r a b l e  c u l t u r a l  gap b e t w e e n  the n o r t h e r n  C h i n e s e  
and the s o u t h e r n  C h i n e s e ,  and a l so  a c e r t a i n  d e g r e e  of h i s t o r i c a l  
a n i m o s i t y .  

G e n e r a l l y ,  the n o r t h  is m u c h  m o r e  f i r m l y  u n d e r  C o m m u n i s t  
c o n t r o l  than  the sou th .  The  sou th  is  the r e g i o n  which  was  i n v a d e d  
and c a p t u r e d  l a s t .  It  is a r e g i o n  wh ich  is m o r e  o r  l e s s  n e g l e c t e d  
by the C o m m u n i s t s ,  p r o b a b l y  d e l i b e r a t e l y .  T h e r e  is r e l a t i v e l y  
l i t t l e  i n d u s t r i a l  d e v e l o p m e n t  in the sou th .  

I don'  t know that  the l a n g u a g e  p r o b l e m  i t s e l f  wou ld  be v e r y  
s e r i o u s .  It is  s o m e t h i n g  of a p r o b l e m ,  but  I don ' t  th ink  i t  wou ld  
be  v e r y  a c u t e .  

QUESTION:  I was  th ink ing  m o r e  of the f a c t  that  the l e v e l  of 
e d u c a t i o n  is v e r y  low.  The  w r i t t e n  w o r d  is  p r e t t y  m u c h  out  of the 
q u e s t i o n ,  n o r t h  and south ,  and it  would  s e e m  to m e  that  ge t t i ng  the 
p r i n t e d  m a t t e r  o v e r  to u n e d u c a t e d  peop le  would  s low it down a lo t .  

DR.  E C K S T E I N :  I th ink that  m a y  v e r y  we l l  be .  

QUESTION:  I i n f e r  f r o m  y o u r  ta lk  that  the m a j o r  s o u r c e  of 
c a p i t a l  f o r  i n d u s t r i a l  e x p a n s i o n  in China  is a g r i c u l t u r e .  Is that  t r ue ,  
and,  if not ,  w h e r e  wi l l  the C h i n e s e  get  c a p i t a l  and wha t  is the p o s s i -  
b i l i t y  of t h e i r  ge t t i ng  i t  ? 

DR.  E C K S T E I N :  Tha t  is one of the q u e s t i o n s  that  was  l o s t  in 
the t ime  s h o r t a g e .  I a m  v e r y  happy  you r a i s e  i t .  The  r a t e  of i n v e s t -  
m e n t  o r  r a t e  of s a v i n g s  in Ch ina  by  u n d e r d e v e l o p e d  s t a n d a r d s ,  to 
the  ex ten t  that  we c a n  e s t a b l i s h  it  wi th  l i m i t e d  da ta ,  is  qu i te  h igh .  
It is  r o u g h l y  12 p e r c e n t  o r  m o r e  of the n a t i o n a l  i n c o m e  as c o m p a r e d ,  
l e t  us s ay ,  wi th  Ind ia ,  w h e r e  it  is 7 to 8 p e r c e n t ,  and in o t h e r  c o u n t r i e s  
w h e r e  it  is  l o w e r .  What  it  was  in the pas t ,  we don ' t  know, e x c e p t  tha t  
i t  was  p r o b a b l y  m u c h  l o w e r .  
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Most  of this cap i ta l  is mob i l i zed  through the g o v e r n m e n t  

budget  in two p r i n c i p a l  ways :  through a g r i c u l t u r a l  taxa t ion  and 
through the p r i ce  s y s t e m .  Since m o s t  of the t rade,  both wholesa le  
and r e t a i l ,  is under  s ta te  cont ro l ,  the s ta te  is in a h igh ly  monopo l i s t i c  
pos i t ion ,  as  both a buyer  and a s e l l e r .  T h e r e f o r e ,  the s ta te  is  in a 
pos i t ion  to pu r sue  a pol icy  where  it can  buy "cheap"  and s e l l  " d e a r . "  

So, through this p r o c e s s  of s e t t i n g  r e l a t i v e l y  high t r ad ing  
m a r g i n s ,  they in effect  get  another  quas i  tax, on both a g r i c u l t u r a l  
and n o n a g r i c u l t u r a l  p roduc t s .  The burden  of this quasi  tax is borne  
by the populat ion at l a rge ,  s ince  it  a f fec ts  the p r i c e s  in the whole 
economy.  But a g r i c u l t u r e  r e p r e s e n t s  such a l a rge  por t ion  of the 
to ta l  that i t  n a t u r a l l y  b e a r s  a l a rge  s h a r e  of the burden .  

I would s ay  that the two p r i n c i p a l  ways of sav ing  in the Ch inese  
economy a re  through a g r i c u l t u r a l  taxat ion and through the p r i ce  s y s t e m ,  
through e s t a b l i s h i n g  the kind of p r i ce  r e l a t i o n s  which I have ind ica ted .  

T h e s e  sav ings  a r e  t r a n s l a t e d  into i n v e s t m e n t  again  in two p r i n c i p a l  
ways :  One is through p r o j e c t s  which can be c a r r i e d  out with d o m e s t i c a l l y  
produced  i n v e s t m e n t  goods or through labor  which is d o m e s t i c a l l y  ava i l -  
able .  Another  aspec t ,  a v e r y  i m p o r t a n t  one ,  is i m p o r t s .  About 20 p e r -  
cent  of total  i n v e s t m e n t s  cons i s t  of impor t ed  capi ta l  goods; That  is  the 
i m p o r t  component  of i n v e s t m e n t  is  roughly  20 pe r cen t .  T h i s  20 p e r c e n t  
is  v e r y  s t r a t e g i c  and impor tan t ,  because  without  i t  the bulk of total  
i n v e s t m e n t  ac t iv i ty  would be s e r i o u s l y  i m p a i r e d .  These  impor t s  a r e  
made  up of the kind of cap i ta l  goods which cannot  be produced in China  
and without  which i n d u s t r i a l i z a t i o n  in China would not be p o s s i b l e .  

The bulk of the capital goods is imported from the Soviet Union. 
This raises the next question as to under what terms and conditions 
is this trade carried on. This is an area in which our knowledge is 
highly imperfect. Undoubtedly, there is some Soviet aid that is 
apart from imports that are financed by exports. This aid is in the 
form of long-term lending and possibly also some outright grants. 

What the extent of this is, we don't know. We thought we 
knew until about a year or two ago. A series of Soviet-Chinese 
agreements were concluded in 1950 which provided for a loan of 
300 million dollars from Russia to China over a five-year period 
with annual installments of 60 million dollars. But since then, there 
have been new agreements which may have superseded or supple- 
mented the earlier one. Therefore we don't know what the present 
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l e v e l  of Sovie t  a id  i s .  My own p e r s o n a l  op in ion  wou ld  be tha t  it  is  
a p p r e c i a b l y  h i g h e r  than the 60 m i l l i o n  d o l l a r s  p r e v i o u s l y  c o m m i t t e d .  
I wou ld  s u p p o r t  this  op in ion ,  p a r t l y  h y p o t h e t i c a l l y ,  by  the t hough t  
tha t  the n a t u r e  of the S i n o - S o v i e t  r e l a t i o n s h i p  s i n c e  1950 h a s  b e e n  
g r a d u a l l y  chang ing ,  wi th  the r i s e  in C h i n e s e  p o w e r .  In 1950 t h e y  
w e r e  v e r y  j u n i o r .  T h e y  a r e  m u c h  m o r e  s e n i o r  now.  

I th ink  it is  l o g i c a l  to a s s u m e  tha t  in  a p o w e r  r e l a t i o n s h i p  
s u c h  as  this  w h e r e  the p a r t n e r s  a r e  b e c o m i n g  m o r e  and m o r e  equa l ,  
the C h i n e s e  a r e  in a b e t t e r  p o s i t i o n  to b a r g a i n  and to d e m a n d  a h i g h e r  
l e v e l  of a id .  T h e r e  a r e  s o m e  d e f i n i t e  b i t s  of e v i d e n c e  w h i c h  would  
t end  to s u p p o r t  this  c o n c l u s i o n .  If I had  to m a k e  a g u e s s ,  I w o u l d  
s a y  that  the p r e s e n t  l e v e l  of Sovie t  a id  is  s o m e w h e r e  b e t w e e n  100 
and  150 m i l l i o n  d o l l a r s  a y e a r .  

QUESTION:  I a m  i n t e r e s t e d  in y o u r  c o m m e n t s  r e l a t i v e  to the 
r a t e  of e x p a n s i o n ,  not  of the r a i l  l i n e s ,  but  o t h e r  types  of t r a n s p o r t  
at  the s a m e  t ime  you a r e  t r y i n g  to m a i n t a i n  a w a r  p o t e n t i a l  in t h e s e  
r e s p e c t s  ? 

D R .  E C K S T E I N :  You m e a n  in add i t i on  to r a i l r o a d s  wha t  o t h e r  
m e a n s  o f  t r a n s p o r t  a r e  b e i n g  e x p a n d e d ?  

QUESTION:  What  I m e a n  is the  t r e m e n d o u s  e f f o r t  of h e a v y  
i n d u s t r y  that  m u s t  be put  into the r a i l  s y s t e m  o u t l i n e d  at  the s a m e  
t i m e  that  they  have  to m a i n t a i n  h i g h w a y s ;  a l so  s o m e  type  of o c e a n  
s h i p p i n g .  At the s a m e  t i m e  they  m u s t  a l so  m a i n t a i n  s o m e  s o r t  of 
w a r  p o t e n t i a l ,  d r a w i n g  on t h e s e  fo r  s u p p o r t  of a w a r  e f f o r t .  Can  
you  c o m m e n t  on that  ? 

I shou ld  h a v e  r e f e r r e d  p e r h a p s  a l so  to the i r o n  and s t e e l  
p r o d u c t i o n  w h i c h  goes  in to  the m a t e r i a l s  f o r  sh ip s  and t r u c k s .  

DR.  E C K S T E I N :  Your  q u e s t i o n  was  w h e t h e r  r e a l l y t h e r e  a r e  
the b a s i c  p r o d u c t s  wh ich  m a k e  it p o s s i b l e  to m a i n t a i n  and c a r r y  on 
th is  type of p r o g r a m ?  Wel l ,  on ly  p a r t i a l l y  s o .  T h e r e  the d e p e n d e n c e  
upon i m p o r t s  is  q u i t e  c o n s i d e r a b l e .  G r e a t  e m p h a s i s  is  b e i n g  p l a c e d  
upon e x p a n d i n g  s t e e l  c a p a c i t y .  Tha t  is  one  of the p r i m e  o b j e c t i v e s .  
S t ee l  c a p a c i t y ,  as I i n d i c a t e d ,  was  g r e a t l y  d i s m a n t l e d  when  the C h i n e s e  
C o m m u n i s t s  took o v e r .  At i t s  peak ,  M a n c h u r i a ' s  s t e e l  p r o d u c i n g  
c a p a c i t y  w a s  1 m i l l i o n  tons;  the C h i n e s e  C o m m u n i s t s  c l a i m  that  now 
it  is  a r o u n d  2 m i l l i o n  t o n s .  The  o b j e c t i v e  s e t  f o r  the end  of the f i v e -  
y e a r  p l a n - - I  f o r g o t  now the  f i g u r e - - I  th ink it  is  to be s o m e w h e r e  
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a r o u n d  4 m i l l i o n  t o n s .  So you s e e  t h e r e  was a v e r y  r a p i d  r a t e  of 
e x p a n s i o n  in s t e e l .  H o w e v e r ,  the d e p e n d e n c e  on  the Sovie t  Union  
is  s t i l l  qui te  c o n s i d e r a b l e .  

QUESTION: Doc to r ,  do the  C o m m u n i s t  C h i n e s e  want  to t r a d e  
wi th  the n o n - C o m m u n i s t  c o u n t r i e s  in the F a r  E a s t  and wi th  the 
W e s t e r n  P o w e r s ,  and do you think it would  be p o s s i b l e  to w o r k  out 
t e r m s  a d v a n t a g e o u s  to the W e s t e r n  P o w e r s  and the  o t h e r  n o n - C o m -  
m u n i s t  p e o p l e s  ? 

DR.  ECKSTEIN:  I th ink the C h i n e s e  C o m m u n i s t s  would  
d e f i n i t e l y  be i n t e r e s t e d  in t r a d i n g  wi th  the West ,  p a r t i c u l a r l y  wi th  
Japan ,  but  a l so  with o t h e r  n o n - C o m m u n i s t  c o u n t r i e s .  I th ink  t h e y  
would  be w i l l i ng  to t r a d e  wi thout  any  s p e c i a l  a r r a n g e m e n t s ,  that  is  
at  w o r l d - t r a d e  p r i c e s ,  b e c a u s e  such  t r ade ,  a f t e r  al l ,  would  be to 
t h e i r  a d v a n t a g e .  It would  open  o t h e r  s o u r c e s  of cap i t a l  i m p o r t s ,  
o t h e r  than the Soviet  Union,  and thus m a k e  t h e m  s o m e w h a t  l e s s  
d e p e n d e n t  on  the Sovie t  Union.  T h e r e f o r e ,  i t  would,  in e f fec t ,  
i n c r e a s e  the b a r g a i n i n g  r e l a t i o n s h i p  wi th  the Sovie t  Union  and i t  
would  g ive  t h e m  a c c e s s  to a m u c h  w i d e r  cho ice  in the r a n g e  of 
p r o d u c t s  that  they  could  i m p o r t .  

So I th ink f r o m  e v e r y  poin t  of v i e w - - o f  c o u r s e  t h e r e  a r e  
p r o p a g a n d a  e l e m e n t s  in  i t - - t h e y  would  be i n t e r e s t e d ,  and I th ink 
they  r e a l l y  m e a n  it  w h e n  they c l a m o r  fo r  the l i f t ing  of s t r a t e g i c  
t r a d e  c o n t r o l s .  T r a d e  with the S o v i e t  Union  would con t inue  to be 
h igh  as  long  as China  is c o n t r o l l e d  by C o m m u n i s t s ,  but  the r e l a t i v e  
p r o p o r t i o n ,  I th ink would be r e d u c e d .  I n s t e a d  of p e r h a p s  50 o r  70 
p e r c e n t  of the to ta l  t r a d e  b e i n g  c a r r i e d  on wi th  the Sovie t  b loc ,  
v e n t u r i n g  a g u e s s ,  it  m i g h t  p o s s i b l y  be 25 p e r c e n t .  

I th ink  the p r o b l e m  is  m u c h  m o r e  o n  ou r  s i d e .  A r e  we w i l l i n g  
to l i f t  s t r a t e g i c  t r ade  c o n t r o l s  and what  is  ou r  j u d g m e n t  as  to the 
r e l a t i v e  ga ins ,  bo th  s t r a t e g i c  and e c o n o m i c ,  v e r s u s  the r e l a t i v e  
l o s s e s  if we do l i f t  t h e m .  I would  s ay  the p r o b l e m  is m o r e  on ou r  
s i d e  than on t h e i r  s i d e  in this  p a r t i c u l a r  r e s p e c t .  

QUESTION: Doc to r ,  you m e n t i o n e d  as one  of the C o m m u n i s t s '  
p o i n t s - - c o n t r o l  of i n f l a t ion  tha t  they i n h e r i t e d  f r o m  the n a t i o n a l i s t  
g o v e r n m e n t .  Have  t h e y  b e e n  s u c c e s s f u l  in do ing  that  ? 

DR. ECKSTEIN:  Yes ,  I th ink one can  in a l l  f a i r n e s s  say  v e r y  
m u c h  so .  V e r y  b r i e f l y ,  in 1950, which  was r e a l l y  the f i r s t  fu l l  
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y e a r  of C o m m u n i s t  con t ro l ,  i n f l a t ion  was  s t i l l  qui te  r a m p a n t ,  p a r t i c -  
u l a r l y  in  the e a r l y  p a r t  of the y e a r .  Then  in  M a r c h  1950 they  
i n s t i t u t e d  a s e r i e s  of s t a b i l i z a t i o n  m e a s u r e s ,  un i fy ing  f i s c a l  m a n a g e -  
m e n t ,  that  i s  un i fy ing  p r o v i n c i a l  and r e g i o n a l  budge t s  and un i fy ing  the  
tax  a d m i n i s t r a t i o n  in  the coun t ry ,  which  enab led  them to i n c r e a s e  
r e v e n u e s ;  they  a l so  i n t r o d u c e d  quite  d r a s t i c  e c o n o m i e s  in  g o v e r n m e n t  
e x p e n d i t u r e s ,  t h e r e b y  p r a c t i c a l l y  b a l a n c i n g  the budge t  in 1950. 

In add i t i on  to th i s ,  they  i n s t i t u t e d  a s e r i e s  of p r i c e  c o n t r o l s  
which  w e r e  m o r e  i n d i r e c t  than d i r e c t ,  that  i s ,  p r i c e  c o n t r o l s  t h rough  
s t a t e  t r a d i n g  r a t h e r  than O P S  type of m e a s u r e s .  T h e y  e n g a g e d  in  
a s e r i e s  of what  you m i g h t  c a l l  o p e n - m a r k e t  o p e r a t i o n s  by  which  the 
t r a d i n g  o r g a n i z a t i o n s  b r o u g h t  up l a r g e  q u a n t i t i e s  of a g r i c u l t u r a l  and 
o t h e r  c o n s u m e r  s u p p l i e s  and then r e l e a s e d  t hem,  o r  dumped  them if  
you  l ike ,  on the m a r k e t  as  a m e a n s  of c o u n t e r i n g  i n f l a t i on .  T h e s e  
goods would be r e l e a s e d  at  such  t i m e s  and in  such  p l a c e s  w h e r e  
i n f l a t i o n a r y  p r e s s u r e s  w e r e  p a r t i c u l a r l y  s t r o n g .  

T h i s  s t a b i l i z a t i o n  had  b e e n  e f fec ted ,  t h rough  p r i c e  m a n i p u l a t i o n ,  
i n c r e a s i n g  r e v e n u e  c o l l e c t i o n s  and a l so  t h r o u g h  i n s t i t u t i o n  of a bond 
i s s u e  which  was  a n o t h e r  m e a n s  of c a p t u r i n g  Liquid funds  in  the e c o n o m y .  
O n c e  th i s  s t a b i l i z a t i o n  had  b e e n  a t t a ined ,  t h e r e  was  s t i l l  s o m e  p r i c e  
f l u c t u a t i o n  in 1950, but by  1951 a f a i r  d e g r e e  of p r i c e  s t a b i l i t y  was  
a t t a i n e d  wi th  what  you m i g h t  c h a r a c t e r i z e  as  c h r o n i c  s u p p r e s s e d  
~ f l a t i o n .  By  that  I m e a n  that  t h e r e  is  a v e r y  g r a v e  i m b a l a n c e  b e t w e e n  
the s t r e a m  of m o n e y  i n c o m e  and the s t r e a m  of goods and s e r v i c e s  
b e i n g  b r o u g h t  to the m a r k e t  f o r  c o n s u m p t i o n .  T h e r e  i s  an i m b a l a n c e  
b e t w e e n  the va lue  of c o n s u m e r  goods and s e r v i c e s  p r o d u c e d  and the 
s t r e a m  of m o n e y  i n c o m e .  

T h i s  i s  due to the f ac t  that  s u c h  a l a r g e  p r o p o r t i o n  of the e f fo r t  
i s  c o n c e n t r a t e d  in h e a v y  i n d u s t r y ,  which  Ooesn ' t  p r o d u c e  c o n s u m e r  
goods but  g e n e r a t e s  m o n e y  i n c o m e .  So, as  a r e s u l t  of th i s ,  you have  
th is  t r e m e n d o u s  p r e s s u r e  of m o n e y  a g a i n s t  goods ,  which  is  one of 
the  p r i m e  s o u r c e s  of i n f l a t i on .  

H o w e v e r ,  the r e g i m e  is  s u f f i c i e n t l y  in  c o n t r o l  of the s i t u a t i o n  
to be ab le  to s i t  on th is  l id  p a r t l y  wi th  d i r e c t  c o n t r o l s  and r a t i o n i n g  
which  was  i n s t i t u t e d  l a s t  y e a r  and p a r t l y  t h rough  i t s  c o n t r o l  of s t a t e  
o r g a n i z a t i o n s  which  e x e r c i s e  v i r t u a l l y  m o n o p o l i s t i c  m a r k e t  p o w e r .  
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C O L O N E L  WIRAK: Doc to r ,  I know t h e r e  wi l l  be  a g r e a t  

m a n y  m o r e  q u e s t i o n s  in the  s e m i n a r  this  a f t e r n o o n .  On  b e h a l f  
of the C o m m a n d a n t  and the a u d i e n c e ,  I thank  you f o r  a w e l l -  
i n f o r m e d  t a lk .  

(12 May 1955--250) S/mmg 
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