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The Ch inese  Communists have embarked upon an a m b i t i o u s  
program of  economic development ,  c o n c e n t r a t i n g  upon r a p i d  induf f -  
t r i a l i z a t i o n .  To p a y  f o r  i t  t h e y  have a l r e a d y ,  d u r i n g  t h e  p a s t  
f o u r  y e a r s ,  squeezed  t h e  c o u n t r y  d r y  of  s a v i n g s ;  t h e y  a r e  now 
f o r c e d  t o  m a i n t a i n  t h e  s t a n d a r d  of  l i v i n g  a t  a  minimum l e v e l ,  i n  
o r d e r  t o  c o l l e c t  a s  much a s  p o s s i b l e  of  C h i n a ' s  s m a l l  economic 
s u r p l u s  t o  i n v e s t  i n  development  p r o j e c t s .  The c o u r s e  which t h e  
Ch inese  Communists a r e  f o l l o w i n g  i s  a  h a r d  and a u s t e r e  one, 
p r o m i s i n g  improvement i n  t h e  f u t u r e ,  b u t  demanding s a c r i f i c e  
today .  The t8smal l  b e t t e r m e n t  of t o d a y  must be s u b o r d i n a t e d  t o  
t h e  b i g  b e t t e r m e n t  of tomorrow," t h e y  p r o c l a i n ,  and t h e y  a r e  
s y s t e m a t i c a l l y  m o b i l i z i n g  t h e  r e s o u r c e s  o f  t h e  c o u n t r y  -- pr ima-  
r i l y  by compulsory  r a t h e r  t h a n  by v o l u n t a r y  methods -- t o  make 
c e r t a i n  t h a t  t h e  p r e s e n t  g e n e r a t i o n  of Ch inese  p e o p l e  s a c r i f i c e  
i n  t h e  i n t e r e s t  of i n d u s t r i a l i z a t i o n  and t h e  f u t u r e .  

The t a s k  of a c q u i r i n g  i n v e s t m e n t  c a p i t a l  i s  one of t h e  
most fundamenta l  problems of economic development .  It  i s  p a r t i c -  
u l a r l y  d i f f i c u l t  i n  a p o o r  c o u n t r y  which has  l i t t l e  economic 
s u r p l u s .  It becomes doubly  a c u t e  when a  regime i s  de te rmined ,  a s  
t h e  Chinese  Communist regime i s ,  t o  f o r c e  t h e  pace  of development  
and t o  p r e s s  f o r  maximum speed .  It i s  f u r t h e r  c o m p l i c a t e d  when a 
c o u n t r y  i s  c u t  o f f  -- o r  c u t s  i t s e l f  o f f  -- t o  a  l a r g e  d e g r e e  from 
t h e  major  s o u r c e s  o i  f o r e i g n  i n v e s t m e n t s  and l o a n s ,  a s  Communist 
China h a s  done, and i s  a t t e m p t i n g  t o  r e l y  p r i m a r i l y  on i t s  own 
l i m i t e d  r e s o u r c e s .  

I n  e s s e n c e ,  t h e  f i n a n c i a l  problem of d e v e l o p i n g  modern 
i n d u s t r y  i n  an  underdeveloped c o u n t r y  i s  one of f o r e g o i n g  c u r r e n t  
consumption, accumula t ing  s a v i n g s ,  and i n v e s t i n g  t h e  s a v i n g s  i n  
development  p r o j e c t s .  Both v o l u n t a r y  and compulsory methods can  
be used,  i n  t h e o r y  a t  l e a s t .  P e o p l e  can  be p e r s u a d e d  o r  encouraged 
t o  s a v e  and i n v e s t ,  o r  t h e  s t a t e  can  t a k e  o v e r  t h e  t a s k  of s a v i n g s  
and i n v e s t m e n t s  f o r  t h e  s o c i e t y  a s  a  whole. I t  i s  t h e  l a t t e r  
c o u r s e  which t h e  Chinese  Cummunists a r e  f o l l o w i n g .  P r i v a t e  i n i t i -  
a t i v e  i n  s a v i n g s  and i n v e s t m e n t  h a s  been, f o ~  t h e  most  p a r t ,  
e l i m i n a t e d ,  and i t  i s   he s t a t e  whicn i s  squeez ing  from t h e  popu- 
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l a t i o n  t h e  l a r g e r  p a r t  of  a l l  t h e  c o u n t r y ' s  economic s u r p l u s  
above s u b s i s t e n c e  n e e d s  -- b o t h  by d i r e c t  t a x a t i o n  and by  v a r i o u s  
means which a r e  i n  r e a l i t y  fo rms  of  i n d i r e c t  t a x a t i o n  -- and 
d e c i d i n g  how and where i t  w i l l  be i n v e s t e d .  

The n a t i o n a l  budge t  i s ,  t h e r e f o r e ,  t h e  b e s t  key  t o  t h e  
p r o c e s s  of c a p i t a l  accumula t ion  and i n v e s t m e n t  i n  Communist China. 
U n f o r t u n a t e l y ,  however, b u d g e t  i n f o r m a t i o n  -- l i k e  a l m o s t  a l l  
economic d a t a  on contemporary  China -- i s  i n c o m p l e t e ,  d i s t o r t e d ,  
and f a r  f rom w h o l l y  r e l i a b l e .  The o b s t a c l e s  t o  f o r m i n g  a c l e a r  
p i c t u r e  of  government f i n a n c e  i n  China a r e  d i s c o u r a g i n g l y  numerous. 
I n  t h e  f i r s t  p l a c e ,  i n  1 9 5 1  a n d  1952 no s p e c i f i c  budge t  f i g u r e s  
were r e l e a s e d  by  t h e  Chinese  Communists; d a t a  f o r  t h e s e  y e a r s  must  
b e  a r r i v e d  a t  by  a p p l y i n g  t h e  few p e r c e n t a g e  f i g u r e s  made p u b l i c  
t o  s p e c i f i c  d a t a  r e l e a s e d  i n  1950 and 1953-54. Fur the rmore ,  
f i g u r e s  on p a s t  b u d g e t s  have been r a d i c a l l y  a l t e r e d  i n  s u b s e q u e n t  
y e a r s .  The Chinese  Communists' budge t  s t a t e m e n t s  a r e  c l e a r l y  
p r o p a g a n d a . d o ~ u m e n t s ,  and e v e r y  e f f o r t  i s  made i n  them t o  d i s g u i s e  
t h e  r e a l  economic burden  p l a c e d  upon t h e  p o p u l a t i o n  ( e s p e c i a l l y  t h e  
p e a s a n t s  and  w o r k e r s ) ,  t o  i n f l a t e  t h e  f i g u r e s  on i n v e s t m e n t s  i n  
economic development ,  and t o  c o n c e a l  t h e  burden  of m i l i t a r y  
e x p e n d i t u r e s .  Added t o  t h e s e  and s i m i l a r  problems i s  t h e  d i f f i c u l t y  
of c o n v e r t i n g  Chinese  f i g u r e s  i n t o  a more mean ingfu l  m o n e t a r y ' u n i t ;  
t h e  o f f i c i a l  exchange r a t e  between t h e  Ch inese  Communists1 P e o p l e l s  
Currency  and t h e  U.S. D o l l a r  i s  t h e  most  l o g i c a l  c o n v e r s i o n  r a t e  
t o  u s e ,  b u t  i t  undoub ted ly  i n f l a t e s  t h e  r e a l  v a l u e  of t h e  Ch inese  
f i g u r e s .  D e s p i t e  a l l  t h e s e  problems and d i f f i c u l t i e s ,  however, i t  
i s  p o s s i b l e  t o  o b t a i n  a g e n e r a l  i d e a  f rom a v a i l a b l e  budge t  f i g u r e s  
of t h e  ways i n  which t h e  Ch inese  Communists a r e  m o b i l i z i n g  and 
u s i n g  t h e  r e s o u r c e s  of  China i n  t h e i r  program of  development .  
(See  t h e  a t t a c h e d  c h a r t s  on t h e  Chinese  Communists1 budge t s . )  

Huge Budgets.  The most obv ious  and s t a r t l i n g  f a c t  which 
t h e  Chinese  Communists1 budge t  f i g u r e s  r e v e a l  i s  t h e  r a p i d  i n c r e a s e  
i n  s t a t e  c o n t r o l  o v e r  t h e  n a t i o n a l  income of  China. Budgets  have 
s t e a d i l y  grown, and  t h e  s t a t e  h a s  ex tended  i t s  economic o p e r a t i o n s  
and c o n t r o l s  t o  t h e  p o i n t  where now a  v e r y  l a r g e  p e r c e n t a g e  of th6 
p r o d u c t  o f  t h e  n a t i o n a l  economy i s  c o l l e c t e d  and d i s t r i b u t e d  b y  
it. Befo re  t h e  S ino- Japanese  War, t h e  n a t i o n a l  b u d g e t s  of China 
t o t a l e d  a p p r o x i m a t e l y  U.S.$SOO m i l l i o n ,  which i n  t e r m s  of c u r r e n t  
d o l l a r  v a l u e s  might  be  somewhere n e a r  U.S.$l b i l l i o n .  S i n c e  1949, 
Chinese  b u d g e t s  have s k y r o c k e t e d  from r o u g h l y  U.S.$3 b i l l i o n  i n  
1950 t o  a p p r o x i m a t e l y  ~ . S . $ 1 0  b i l l i o n  t h i s  y e a r .   h he o f f i c i a l  
budge t  f o r e c a s t s  f o r  1954 c a l l  f o r  e x p e n d i t u r e s  of U.S.$lO.S b i l l i o n  
and r evenues  of U.S.$9.8 b i l l i o n . )  These f i g u r e s  a r e  an  i n d e x  of 
t h e  r ap id ly- growing  c o n t r o l  of  t h e  Communist regime o v e r  C h i n a ' s  
whole economy. The s t a t e  now c o l l e c t s  and d i s t r i b u t e s  an i n c r e a s i n g  
p e r c e n t a g e  of t h e  p roduce  of C h i n a ' s  p e a s a n t s ,  i t  owns and manages 
a growing segment  of t h e  c o u n t r y ' s  i n d u s t r y ,  i t  c o n t r o l s  an e v e r  
l a r g e r  s h a r e  of domes t i c  t r a d e ,  and i t  h a s  more and more p e o p l e  on 
t h e  p a y r o l l  o f  government a g e n c i e s  and government-owned e n t e r p r i s e s .  

I t  i s  d i f f i c u l t  t o  c o n v e r t  t h e s e  budge t  f i g u r e s  i n t o  a 
p e r c e n t a g e  of n a t i o n a l  income, because  e s t i m a t e s  of  C h i n a ' s  



n a t i o n a l  income a r e  s o  u n r e l i a b l e ,  Some p rewar  e s t i m a t e s  of t h e  
c o u n t r y ' s  n a t i o n a l  income were  as low a s  U.S.$12 t o  U.S ,815 b i l l i o n .  
A t  p r e s e n t ,  C h i n a ' s  n a t i o n a l  income may be  between U.S.$20 and 
~ . S . $ 3 0  b i l l i o n ,   h he b e s t  e s t i m a t e s  a r e  guesses . )  Even i f ,  f o r  
p u r p o s e s  of rough guesswork, one t e n t a t i v e l y  a c c e p t s  t h e  h i g h e s t  
e s t i m a t e  of ~ . S . $ 3 0  b i l l i o n ,  t h i s  would mean t h a t  t h e  Chinese  
Communist r e g i m e ' s  budge t  now t o t a l s  a p p r o x i m a t e l y  o n e- t h i r d  of  
t h e  t o t a l  n a t i o n a l  income. I n  a c t u a l  f a c t ,  t h e  b u d g e t  may be  
c l o e e  t o  one- hal f  of t h e  n a t i o n a l  income. 

The h i g h  d e g r e e  of s t a t e  c o n t r o l  o v e r  t h e  n a t i o n a l  
economy -- which i s  c o n s t a n t l y  i n c r e a s i n g  -- now makes it p o s s i b l e  
f o r  t h e  Ch inese  Communists t o  d e c i d e  how a  l a r g e  p r o p o r t i o n  of  t h e  
o u t p u t  of  t h e  economy w i l l  be u s e d ,  I n  s h o r t ,  most  of  t h e  c a p i t a l  
accumula t ion  and i n v e s t m e n t  i n  Communist China  i s  b e i n g  c a r r i e d  o u t  
by t h e  s t a t e ,  and i s  i n c l u d e d  i n  t h e  n a t i o n a l  budget .  

WCapital A c c u m ~ l a t i o n . ~  The way i n  which t h e  Ch inese  
Communists themse lves  a n a l y z e  t h e i r  "problem of c a p i t a l  accumula-  
t i o n "  i s  of c o n s i d e r a b l e  i n t e r e s t .   he^ s t a r t  by emphas iz ing  
t h a t  t h e y  must  r e l y  p r i m a r i l y  on i n t e r n a l  c a p i t a l  r e s o u r c e s  r a t h e r  
t h a n  on f o r e i g n  a i d ,  Then t h e y  s t a t e  t h a t  t h e  ma jo r  s o u r c e s  of  
i n t e r n a l  c a p i t a l  accumula t ion  i n  o r d e r  of impor tance  w i l l  be t h e  
f o l l o w i n g ;  ( 1 )  accumula t ion  f rom s ta te- owned i n d u s t r y ;  ( 2 )  accumu- 
l a t i o n  f rom o t h e r  s e c t o r s  of t h e  s o c i a l i s t  economy, i n c l u d i n g  
t r a d e  and t r a n s p o r t ;  ( 3 )  t a x e s  of  a l l  s o r t s ;  and ( 4 )  bonds. It 
migh t  a p p e a r  on t h e  s u r f a c e  t h a t  t a x e s  a r e  t o  be r e l a t i v e l y  
un impor tan t ,  b u t  t h i s  i s  h i g h l y  d e c e i v i n g ,  a s  i t  i s  meant t o  be. 
A p a r t  f rom t h e  bonds, which  a r e  a form of f o r c e d  s a v i n g s  and a r e  
a v e r y  s m a l l  e l emen t  i n  t h e  t o t a l  p i c t u r e ,  a l l  o f  t h e  o t h e r  c a t e -  
g o r i e s  a r e  i n  r e a l i t y  forms of t a x a t i o n ,  e i t h e r  d i r e c t  o r  i n d i r e c t .  

P r o f i t s  f rom S t a t e  E n t e r p r i s e s .  N P r o f i t s  f rom s t a t e  
e n t e r p r i s e s , "  whe the r  i n d u s t r i a l  o r  c o m e r c i a l ,  a r e  r e a l l y  con-  
c e a l e d  d e d u c t i o n s  f rom t h e  income of  worke r s  o r  d i s g u i s e d  t a x a t i o n  
imposed on consumers.  

Some Chinese  Communist w r i t i n g s  a  ta-te t h a t  n i n c r e a s e d  
p r o d u c t i o n  and economy campaigns,"  e s p e c i a l l y  i n  s t a t e  economic 
e n t e r p r i s e s ,  a r e  t h e  "main form" of accumula t ing  c a p i t a l  f o r  
economic c o n s t r u c t i o n ;  t h e s e  campaigns a r e  e s s e n t i a l  i n  t h e  
Communists' program t o  i n c r e a s e  t h e  * p r o f i t s  f rom s t a t e  e n t e r -  
p r i s e s . "  I n  e s s e n c e ,  t h e  campaigns t o  " i n c r e a s e  p r o d u c t i o n  and 
economize N a r e  e f f o r t s  t o  g e t  l a b o r e r s  t o  work l o n g e r ,  more 
e f f i c i e n t l y ,  and more p r o d u c t i v e l y  w i t h o u t  commensurate i n c r e a s e s  
i n  pay.  The Chinese  Communists a l s o  a t t e m p t  t o  economize on 
m a t e r i a l s ,  t o  r educe  o p e r a t i n g  c o s t s ,  and t o  i n c r e a s e  e f f i c i e n c y ,  
b u t  i t  i s  i n  t h e  r a t i o  of l a b o r  p r o d u c t i v i t y  t o  wages t h a t  t h e  
main neconomyn can  be  made, Workers a r e  u rged  t o  work h a r d e r  f o r  
rewards  which a r e  p r i m a r i l y  p s y c h o l o g i c a l  r a t h e r  t h a n  f i n a n c i a l .  
Ever  s i n c e  t h e y  t o o k  o v e r ,  t h e  Chinese  Communists have p r e s s e d  
campaigns t o  a c h i e v e  " i n c r e a s e d  p r o d u c t i o n  and economy," and a 
huge campaign w i t h  t h i s  l a b e l ,  l a u n c h e d  i n  P a t e  1952 on t h e  eve  
of C h i n a ' s  f i r s t  F i v e  Year P l a n ,  h a s  become an i m p o r t a n t  and 



permanent  f e a t u r e  of t h e  regime s economic p o l i c i e s ,   isc cuss ions 
of  t h e  f i r s t  F i v e  Year P l a n ,  f u r t h e r m o r e ,  f r a n k l y  c a l l  f o r  a  
g r e a t e r  i n c r e a s e  i n  l a b o r  p r o d u c t i v i t y  t h a n  i n  wages. 

Another  ma jo r  s o u r c e  of  n p r o f i t s  f rom s t a t e  e n t e r -  
p r i s e s n  -- and undoub ted ly  t h e  most  i m p o r t a n t  one a t  p r e s e n t  -- 
i s  t h e  mass of consumers i n  China, b o t h  r u r a l  and urban.  The 
s t a t e  owns and  c o n t r o l s  'a l a r g e  and i n c r e a s i n g  amount of  i n d u s t r y ,  
and commerce i n  China. ( ~ a s t  y e a r  t h e  Chinese  Communists c l a i m e d '  
t h a t  50 p e r  c e n t  of a l l  modern i n d u s t r y ,  a c c o u n t i n g  f o r  60 p e r  c e n t  
of i n d u s t r i a l  p r o d u c t i o n ,  was s ta te- owned,  and  t h a t  63 p e r  c e n t  
of t o t a l  domes t i c  t r a d e ,  i n c l u d i n g  most w h o l e s a l e  t r a d e  and 
32 p e r  c e n t  of  r e t a i l  t r a d e ,  was hand led  by s t a t e  a g e n c i e s  and  
a f f i l i a t e d  c o o p e r a t i v e s . )  P r o f i t s  which f o r m e r l y  went  t o  p r i v a t e  
e n t r e p r e n e u r s  and owners a r e  now f u n n e l i n g  i n t o  t h e  s t a t e  t r e a s u r y .  
I n  s h o r t ,  t h e  s t a t e  now makes a  p r o f i t  -- which might  w e l l  be  
c a l l e d  a  t a x  -- on most  economic t r a n s a c t i o n s  i n  China,  and i t  i s  
t h e  mass of  consumers who, i n  t h e  l a s t  a n a l y s i s ,  p a y  f o r  t h i s ,  
P r i c e s  on b a s i c  n e c e s s i t i e s  have been k e p t  r emarkab ly  s t a b l e ,  
t h r o u g h  r i g i d  c o n t r o l s ,  b u t  t h e  p r o f i t s  which f o r m e r l y  went i n t o  
p r i v a t e  incomes -- some of which were consumed and some i n v e s t e d  -- 
now c h a n n e l  m o s t l y  t o  t h e  s t a t e .  (Accompanying t h i s  b a s i c  change,  
t h e r e  has  been  a  d r a s t i c  l e v e l i n g  of w e a l t h  and consumption i n  
China, and t h e r e  a r e  now few, i f  any,  l a r g e - s c a l e  c o n c e n t r a t i o n s  
of p r i v a t e  s a v i n g s  which can  b e  used  e i t h e r  f o r  p r i v a t e  i n v e s t m e n t  
o r  above- average consumption. ) 

The p r o f i t s  f rom s t a t e  t r a d e ,  a s  c o n t r a s t e d  w i t h  s t a t e -  
owned i n d u s t r y ,  a r e  n o t  emphasized i n  Ch inese  Communist w r i t i n g s ,  
b u t  t h e y  a r e  e x t r e m e l y  i m p o r t a n t  a t  p r e s e n t ;  t h e  s t a t e  has  
ex tended  i t s  c o n t r o l  o v e r  t r a d e  v e r y  r a p i d l y ,  and buying  and 
s e l l i n g  compr i se  a  l a r g e  p a r t  of a l l  economic t r a n s a c t i o n s  i n  t h e  
c o u n t r y .  I t  i s  e s t i m a t e d  t h a t ,  on a n a t i o n w i d e  b a s i s ,  t h e  p r o f i t  
margin  on p u r c h a s e s  and s a l e s  by  s t a t e  t r a d i n g  companies i s  
p r o b a b l y  o v e r  20 p e r  c e n t .  I n  Manchuria,  a c c o r d i n g  t o  o f f i c i a l  
s t a t e m e n t s ,  s t a t e  t r a d e  a c c o u n t s  f o r  o n e- t h i r d  of a l l  " p r o f i t s  
f rom s t a t e   enterprise^,^ and i n  o t h e r  p a r t s  of t h e  c o u n t r y ,  where 
t h e r e  i s  l e s s  i n d u s t r y ,  t h e  p r o p o r t i o n  i s  undoub ted ly  w e l l  o v e r  
one- hal f .  I t  i s  p r o b a b l e ,  i n  f a c t ,  t h a t  s t a t e  t r a d i n g  a g e n c i e s  
p r o v i d e  o n e - f i f t h  t o  o n e- s i x t h  of t h e  t o t a l  r e c e i p t s  of t h e  s t a t e  
t r e a s u r y  a t  p r e s e n t ,  i f  t a x e s  on s t a t e  t r a d e  and n d e p r e c i a t i o n  
f u n d s w  a s  w e l l  a s  t h e i r  p r o f i t s  a r e  i n c l u d e d ,  

By 1952 i t  was o f f i c i a l l y  c l a imed  t h a t  t o t a l  s a l e s  of  
s t a t e  t r a d i n g  companies were t h e  e q u i v a l e n t  of u . s . $ ~ . S  b i l l i o n  
and t h a t  r e t a i l  s a l e s  of s t a t e - c o n t r o l l e d  c o o p p r a t i v e s  were 
U.S,$2.4 b i l l i o n .  I t  i s  p o s s i b l e  t h a t  t h e  s t a t e  made c l o s e  t o  
U.S,$l,S b i l l i o n  i n  p r o f i t  on t h e s e  t r a n s a c t i o n s ,  

The burden  of  t h e s e  s t a t e  p r o f i t s  on t r a d e  i s  d i s t r i b -  
u t e d  among a l l  s e c t o r s  of t h e  p o p u l a t i o n ,  b u t  s i n c e  China i s  
b a s i c a l l y  an a g r i c u l t u r a l  countryo, a  p a r t i c u l a r l y  heavy burden  is  
imposed upon t h e  p e a s a n t r y ,  The s t a t e  i s  now a t t e m p t i n g  t o  buy 
t h e  e n t i r e  s u r p l u s  g r a i n  c r o p  in China, and i t  i s  making a  p r o f i t  



on t h i s  o p e r a t i o n  a t  t h e  expense  of  t h e  p e a s a n t s .  D e t a i l e d  
i n f o r m a t i o n  an  p r i c e s  p a i d  t o  p e a s a n t s  by t h e  s t a t e  i s  d i f f i c u l t  
t o  o b t a i n ,  b u t  t h e r e  i s  ample e v i d e n c e  t h a t  s t a t e  p r i c e s  a r e  
l o w e r  t h a n  t h o s e  which merchan t s  -- who a r e  b e i n g  d r i v e n  o u t  o f  
t h e  market  -- would be  w i l l i n g  t o  pay ,  

The s t a t e  makes a  p r o f i t  b o t h  on p u r c h a s e s  of  a g r i -  
c u l t u r a l  p roduce  from t h e  p e a s a n t s  and on s a l e s  of  manufac tu red  
goods t o  them, and t h e  r a t i o  of a g r i c u l t u r a l  and i n d u s t r i a l  
p r i c e s  i s  v e r y  u n f a v o r a b l e  t o  t h e  p e a s a n t s ,  A s u r v e y  i n  Kwangtung 
p r o v i n c e  i n  l a t e  1952 i n d i c a t e d ,  f o r  example, t h a t  i n  t e r m s  of 
g r a i n ,  t h e  p r i c e s  which p e a s a n t s  were f o r c e d  t o  p a y  f o r  i n d u s t r i a l  
goods had r i s e n  g r e a t l y  s i n c e  1949;  plows, f e r t i l i z e r s ,  and c o t t o n  
c l o t h  had doubled  i n  p r i c e ,  and p r i c e s  of n e c e s s i t i e s  such  a s  
s a l t ,  ke rosene ,  and v e g e t a b l e  o i l s  had  r i s e n  c o n s i d e r a b l y .  The 
pr i .ce  r a t i o  i n  c i t i e s ,  a b o u t  which more d e t a i l s  a r e  a v a i l a b l e ,  
a l s o  shows t h a t  t h e  s t a t e  i s  making much of i t s  p r o f i t  a t  t h e  
expense  of t h e  r u r a l  p o p u l a t i o n ,  To c i t e  one example,  i n  Shangha i  
a t  t h e  end of 1952 i t  t o o k  208,3 c a t t i e s  (one  c a t t  e q u a l s  
1.1 pounds)  of  medidm grade  r i c e  t o  p u r c h a s e  a  T+ o l t  of c o t t o n  
c l o t h ,  compared t o  1 6 2 - c a t t i e s  i n  1930 and 112 c a t t i e s  i n  1936, 
A s imilar  s i t u a t i o n  e x i s t e d  i n  o t h e r  b a s i c  c o m m m ,  and i n  
o t h e r  a r e a s ,  

A s  i n d u s t r i a l i z a t i o n  d e v e l o p s  i n  China,  p r o f i t s  f rom 
s t a t e  i n d u s t r y  w i l l  become i n c r e a s i n g l y  i m p o r t a n t  a s  a  s o u r c e  of 
income t o  t h e  s t a t e ,  The Chinese  Communists f r a n k l y  s a y  t h a t  
l i g h t  i n d u s t r i e s  -- which p roduce  consumer goods -- must be t h e  
s o u r c e  of  most p r o f i t s  f rom s t a t e  i n d u s t r y ,  and t h e y  a s s e r t ,  i n  
f a c t ,  t h a t   accumulation of  c a p i t a l u s  one of t h e  p r i m a r y  t a s k s  
of l i g h t  i n d u s t r y .  Heavy i n d u s t r y  i s  d e v o t e d  t o  p r o d u c i n g  equip-  
ment f o r  new development  p r o j e c t s ;  p r o f i t s  f rom t h e s e  would mere ly  
i n c r e a s e  t h e  c o s t s  of t h e  new p r o j e c t s ,  and would t h e r e f o r e  be a 
t r a n s f e r  of f u n d s  f rom one p o c k e t  t o  a n o t h e r  on t h e  p a r t  of t h e  
s t a t e .  The burden  of p r o f i t s  f rom l i g h t  i n d u s t r y ,  however, can  
be  p a s s e d  on t o  t h e  mass of consumers. 

n D e p r e c i a t i o n  f u n d s "  ( a m o r t i z a t i o n )  a r e  a n o t h e r  s i g n i f i -  
c a n t  s o u r c e  of " p r o f i t s  f rom s t a t e  e n t e r p r i s e s . f l  I n d i v i d u a l  s t a t e  
e n t e r p r i s e s ,  i n s t e a d  of b u i l d i n g  up p r i v a t e  s i n k i n g  f u n d s ,  c h a n n e l  
such f u n d s  i n t o  t h e  t r e a s u r y ,  and t h e  s t a t e  makes t h e  d e c i s i o n s  
on where t h e y  w i l l  be i n v e s t e d  o r  r e i n v e s t e d .  

( S t a t e  e n t e r p r i s e s  a r e  a l s o  t a x e d  by  t h e  s t a t e ,  and 
income f rom t h i s  s o u r c e  p r o v i d e s  a l a r g e  and i n c r e a s i n g  s h a r e  of 
t o t a l  t a x  r evenue ,  The burden  of t h i s  t a x a t i o n  i s  f o r  t h e  most 
p a r t  a l s o  p a s s e d  on t o  t h e  mass of consumers,)  

Ch inese  Communist o f f i c i a l  f i g u r e s  show a s t e a d y  r i s e  
i n  e a r n i n g s  f rom s t a t e  e n t e r p r i s e s ,  and  t h i s  i t e m  i s  now c l a i m e d  
t o  be t h e  second l a r g e s t  s o u r c e  of  s t a t e  r evenue ,  From a p p r o x i-  
m a t e l y  U.Se$35O m i l l i o n  i n  1950,  i t  h a s  r i s e n  t o  U.Se$3,5 b i l l i o n  
i n  t h e  budge t  p r o j e c t e d  f o r  1 9 5 b j  i n  s h o r t ,  it h a s  i n c r e a s e d  t e n  
t imes  i n  f o u r  y e a r s ,  I n  t e r m s  of a p e r c e n t a g e  of  a l l  r evenue ,  



i t  h a s  i n c r e a s e d  f rom s l i g h t l y  o v e r  t e n  p e r  c e n t  t o  o v e r  35 p e r  c e n t  
of  t h e  t o t a l .  

A g r i c u l t u r a l  Taxa t ion ,  D e s p i t e  t h e  s t e a d y  r i s e  of  income 
f rom s t a t e  e n t e r p r i s e s ,  t h e  l e v e l  of  t a x a t i o n  h a s  n o t  been r educed  
s i n c e  t h e  ~ o m m u n i s t  t ake- over  i n  Chins.  On t h e  c o n t r a r y ,  t a x e s  
have become h e a v i e r  t h a n  b e f o r e .  Even i n  c a s e s  where t a x  r a t e s  
have been lowered ,  improved and t o u g h e r  methods of a s s e s s m e n t  
and c o l l e c t i o n  have i n c r e a s e d  tax y i e % d s ,  

The most  i m p o r t a n t  s i n g l e  tax  i n  China i s  t h e  g r a i n  t a x ,  
l e v i e d  mos t ly  i n  kind.  

The Communists have made s t r e n u o u s  e f f o r t s  t o  t i g h t e n  
up and improve c o l l e c t i o n  o f  t h e  g r a i n  t a x ,  I n  1950, t h e y  e s t a b-  
l i s h e d  a  u n i f i e d  sys t em o f  c o l l e c % i a n  and s t o r a g e  i n  g r a n a r i e s  
under  t h e  M i n i s t r y  o f  F i n a n c e  ( l a t e r  t r a n s f e r r e d  t o  t h e  M i n i s t r y  
of F o o d ) j  l o c a l  s u r t a x e s  were  s t S . 1 1  a l lowed  b u t  were l i m i t e d  t o  
15  p e r  c e n t  o f  t h e  c e n t r a l  g o v e r n a e n t t s  tax,  Two y e a r s  l a t e r ,  
l o c a l  s u r t a x e s  were a b o l i s h e d ,  and t h e  whole sys t em was c o m p l e t e l y  
c e n t r a l i z e d  ( a l t h o u g h  some s p e c i a l  l o c a l  l e v i e s  f o r  l o c a l  p r o j e c t s  
a r e  s t i l l  al3owed).  

A t  p r e s e n t  t h e  c e n t r a l  government c o l l e c t s  and c o n t r o l s  
t h e  e n t i r e  tax, I n  g e n e r a l  t h e  t a x  i s  l e v i e d  i n  g r a i n ,  a l t h o u g h  
a b o u t  t e n  p e r  c e n t  i s  p a i d  An o t h e r  c r o p s  and a b o u t  t e n  p e r  c e n t  
i n  c a s h  i n  a r e a s  growing p r o d u c t s  such  as c o t t o n ,  e t c .  Tax r a t e s  
a r e  now based  on t h e o r e t i c a l  Hnormam -- ice., w f l a t  c e r t a i n  t y p e s  
of  l a n d  nought  t o  p roduce n  under  n s ~ n a l  c o n d i t i o n s  -- and a l t h o u g h  
d e t a i l e d  i n f o r m a t i o n  i s  d i f f i c u l t  $0 o b t a i n ,  t h e s e  a r e  many r e -  
p o r t s  t h a t  t h e s e  norms a r e  o f t e n  ask  a t  u n r e a s o n a b l y  h i g h  l e v e l s .  
I f  p r o d u c t i o n  i w  above t h e  norm, t h s s r e t i c a l l y  no t a x  i s  imposed 
on t h e  s u r p l u s  ( t h i s  i s  d e s i g n e d  t o  be an i n c e n t i v e  t o  p r o d u c t i o n ) ;  
b u t  i f  i t  i s  below t h e  norm, no r e d u c t i o n  of t h e  t a x  i s  a l lowed  
e x c e p t  f n  s p e c i a l  c a l a m i t y  s i t u a t i o n s .  

Two d i f f e r e n t  sys tems 0% l e v y i n g  t h e  g r a i n  t a x  a r e  s t i l l  
i n  use ,  I n  mold l i b e r a t e d  a m a s s n  i n c l u d i n g  r o u g h l y  1 2 0  m i l l i o n  
p e o p l e  ma in ly  i n  North China and Manchuria,  t a x e s  a r e  l e v i e d  a s  a 
s e t  p e r c e n t a g e  of t h e  c r o p  o r  ac reage .  I n  Manchuria r a t e s  v a r y  
f o r  d i f f e r e n t  p r o v i n c e s  and r a n g e  f rom 15 t o  23 p e r  c e n t  of t h e  
mafn c r o p s ,  t h e  a v e r a g e  r a t e  f o r  t h e  whole a r e a  b e i n g  o v e r  20 p e r  c e n t .  
I n  Worth China, a un ique  sys tem i s  fo l lowed ,  b a s e d  upon f a m i l y  
u n i t s  and ac reage .  The t a x  r a t e  i s  22 c a t t i e s  of  g r a i n  p e r  tax-  
a b l e  - mow (one mow e q u a l s  o n e- s i x t h  of a'-j of l a n d ;  t h e  
number of t a x a m  mow i s  de te rmined  by t a k i n g  t h e  t o t a l  amount of - 
l a n d  and d e d u c t i n g  one - mou p e r  working member of t h e  f a m i l y .  

I n  t h e  r e s t  o f  t h e  c o u n t r y ,  t h e  sys t em used  -- which i s  
e x p e c t e d  t o  become u n i v e r s a l  e v e n t u a l l y  -- i s  based  on a p r o g r e s -  
s i v e  s c a l e  of r a t e s  and on t o t a l  a g r i c u l t u r a l  income. A p e a s a n t  
p a y s  h i s  t a x  i n  k i n d  as a  p e r c e n t a g e  of h i s  whole income, t h e  r a t e  
depending  upon t h e  l e v e l  of  h i s  income. There a r e  24 d i f f e r e n t  
g r a d e s  i n  t h e  s c a l e ,  v a r y i n g  f rom 7 p e r  c e n t  t o  30 p e r  c e n t ,  



Viewed s u p e r f i c i a l l y ,  t h e s e  r a t e s  do n o t  seem t o  be 
e x c e s s i v e l y  h i g h ,  b u t  t h e r e  a r e  many r e p o r t s  t h a t ,  due t o  t h e  
methods of  a s s e s s i n g  l a n d  and s e t t i n g  nnormal  y i e l d s , *  t h e  a c t u a l  
t a x e s  p a i d  a r e  much h i g h e r  t h a n  t h e  r a t e s  would i n d i c a t e ;  i t  i s  
p r o b a b l y  t h a t  t h e  t a x  t a k e s  a  l a r g e  p r o p o r t i o n  of  a  p e a s a n t ' s  
s u r p l u s  above minimum needs ,  and i n  some c a s e s  even c u t s  i n t o  h i s  
minimum s u b s i s t e n c e  r e q u i r e m e n t s .  (What i s  l e f t ,  f u r t h e r m o r e ,  i s  
u s u a l l y  pu rchased  by t h e  s t a t e  a t  low p r i c e s , )  There fo re ,  a l t h o u g h  
r e n t s  t o  l a n d l o r d s  have been v i r t u a l l y  e l i m i n a t e d  a s  a  r e s u l t  o f  
t h e  Communists' l a n d  d i s t r i b u t i o n  program, t h e  burden  on t h e  
p e a s a n t s  i s  s t i l l  e x c e s s i v e ,  and i n  some p l a c e s  it may w e l l  have 
i n c r e a s e d .  ( I t  i s  s i g n i f i c a n t  t h a t  t h e  Chinese  Communists admi t  
t h a t  o v e r  3,000 of  t h e i r  c a d r e s  were  k i l l e d  t r y i n g  t o  c o l l e c t  t h e  
g r a i n  t a x  i n  t h e  f i r s t  y e a r  a f t e r  t h e i r  t a k e- o v e r , )  The s t a t e  
h a s  a b o l i s h e d  p r i v a t e  l a n d l o r d i s m  b u t  h a s  r e p l a c e d  l a n d  r e n t s  
w i t h  t a x e s ,  and o t h e r  l e v i e s .  

The amount of revenue  o b t a i n e d  f rom t h e  g r a i n  t a x  has  
i n c r e a s e d  s t e a d i l y  s i n c e  1949, b u t  a t  a  r a t e  s l o w e r  t h a n  t h a t  of  
o t h e r  ma jo r  forms of revenue;  and t h e  Chinese  Communists have 
c l a i m e d  t h a t  t h i s  i n d i c a t e s  a  d e c r e a s i n g  burden  on t h e  p e a s a n t s  
a s  r e l a t e d  t o  o t h e r  p o p u l a t i o n  groups .  According  t o  o f f i c i a l  
c l a i m s ,  income from t h e  g r a i n  t a x  i n c r e a s e d  from a b o u t  ~ . S . $ 8 0 0  m i l -  
l i o n  i n  1950 t o  s l i g h t l y  o v e r  U.S.$l b i l l i o n  e x p e c t e d  f o r  t h i s  
y e a r  ( a n  i n c r e a s e  of o n l y  one- four th ) .  These f i g u r e s  r e p r e s e n t  a  
d e c r e a s e  of  t o t a l  revenue  f rom 27 p e r  c e n t  t o  1 3  p e r  c e n t ,  Inde-  
p e n d e n t  non-Communist e s t i m a t e s  p l a c e  t h e  f i g u r e  on r evenue  Prom 
t h e  g r a i n  t a x  a t  a  h i g h e r  l e v e l ,  however -- r o u g h l y  U.S.$1.6 b i l l i o n ,  
o r  a b o u t  o n e- f o u r t h  of  t o t a l  revenue .  Even i f  t h e  o f f i c i a l  
e s t i m a t e s  a r e  t r u e ,  f u r t h e r m o r e ,  t h e y  do n o t  c o n s t i t u t e  " p r o o f w  
of a  l i g h t e r  burden  on t h e  p e a s a n t s ,  The s t a t e ' s  g r a i n  p u r c h a s i n g  
program and i t s  p r i c e  p o l i c i e s  on a g r i c u l t u r a l  and i n d u s t r i a l  
goods e n s u r e  t h e  p e a s a n t s 1  p r o v i d i n g  t h e  l a r g e s t  s h a r e  of  t h e  
s t a t e ' s  income; t h e r e  i s  r e a l l y  no a l t e r n a t i v e ,  s i n c e  China i s  an 
a g r i c u l t u r a l  c o u n t r y .  

Urban Taxes. There i s  no doub t ,  d e s p i t e  t h e  one rous  bur-  
den on t h e  p e a s a n t r y ,  t h a t  t h e  h e a v i e s t  d i r e c t  t a x a t i o n  i s  imposed 
upon i n d u s t r y  and commerce, b o t h  s t a t e  and p r i v a t e .  A good d e a l  of  
t h i s  i s  p a s s e d  on t o  consumers,  r u r a l  a s  w e l l  a s  urban ,  b u t  t h e  one 
group which i s  h i t  h a r d e s t  i s  p r i v a t e  bus inessmen,  

When t h e  Chinese  Communists came t o  power, u rban  t a x a t i o n  
was c h a o t i c  and i n e f f i c i e n t ,  and t a x  e v a s i o n  was p r e v a l e n t  eve ry-  
where.  A l l  t h i s  was soon changed, however. A t  f i r s t  t h e  Communists 
s i m p l y  c r a c k e d  down on c o l l e c t i o n  of t a x e s  a l r e a d y  on t h e  books. 
Then, i n  1950, t h e y  began t o  r e g u l a r i z e  and r a t i o n a l i z e  t h e  t a x  
sys tem,  s i m p l i f y i n g  and r e d u c i n g  t h e  number of t a x e s ,  F i n a l l y ,  i n  
1952, t h e  mammoth n F i v e  A n t i  Campaignn a g a i n s t  bus inessmen clamped 
down on t a x  e v a s i o n  s o  r u t h l e s s l y  t h a t  t a x  e v a s i o n ,  r e g a r d l e s s  of 
t h e  u n r e a s o n a b l e n e s s  of  t h e  t a x e s ,  was v i r t u a l l y  e l i m i n a t e d  f o r  t h e  
f o r e s e e a b l e  f u t u r e .  S i n c e  1952, t h e  p r o c e s s  of s i m p l i f i c a t i o n  and 
r a t i o n a l i z a t i o n  h a s  c o n t i n u e d ;  t h e  s c o p e  of  u r b a n  t a x a t i o n  h a s  been 
widened and c o l l e c t i o n  improved,  A t  p r e s e n t ,  everyone  down t o  and 



i n c l u d i n g  i n d i v i d u a l  hawkers on t h e  s t r e e t s  i s  s u b j e c t  t o  t a x a t i o n ,  

A t  t h e  end of 1952 a  new t a x ,  which i n  t i m e  w i l l  un- 
d o u b t e d l y  become t h e  most  i m p o r t a n t  urban  l e v y ,  was i n t r o d u c e d .  
This  t a x ,  c a l l e d  t h e  commodity c i r c u l a t i o n  t a x ,  i s  a  s i n g l e  l e v y  
on a  commodity from m a n u f a c t u r e r  t o  consumer. It  i s  imposed on 
bo th  s t a t e  and p r i v a t e  e r i t e r p r i s e s ,  and i s  p a s s e d  on i n  l a r g e  p a r t  
t o  t h e  consumer,  A t  p r e s e n t  i t  i s  b e i n g  a p p l i e d  on a  t r i a l  b a s i s  
t o  o n l y  22 c a t e g o r i e s  of  commodit ies ,  b u t  t h e  p l a n  i s  t o  e x t e n d  
i t  g r a d u a l l y .  Ra tes ,  s e t  a s  a  p e r c e n t a g e  of  s t a t e  s e l l i n g  p r i c e s ,  
a r e  h igh ,  even on b a s i c  n e c e s s i t i e s .  F o r  example,  t h e  r a t e  on 
c o t t o n  y a r n  i s  2 2  p e r  c e n t ,  on matches 2 1  p e r  c e n t ,  and on wheat  
f l o u r  1 0  p e r  c e n t ,  

F o r  most  commodit ies  n o t  y e t  i n c l u d e d  under  t h i s  new 
t a x ,  t h e  s y s t e m  i s  more compl i ca ted ;  and t a x e s  a r e  g e n e r a l l y  p a i d  
by  t h e  m a n u f a c t u r e r ,  w h o l e s a l e r ,  and r e t a i l e r .  There i s  a 
commodity t a x ,  w i t h  r a t e s  comparable  t o  t h o s e  of t h e  new commodity 
c i r c u l a t i o n  t a x ,  There i s  a l s o  a  b u s i n e s s  t a x  p a i d  by p r i v a t e  
w h o l e s a l e r s  and r e t a i l e r s  a s  a  p e r c e n t a g e  of  t h e i r  t o t a l  t u r n o v e r ,  
w i t h  s u r t a x e s  added,  I n  a d d i t i o n ,  t h e r e  i s  a b u s i n e s s  income t a x  
p a i d  b y  p r i v a t e  i n d u s t r y  and commerce on p r o f i t s ;  and s o  f o r t h ,  
Except  f o r  t h e  b u s i n e s s  t a x ,  most of  t h e  burden  of  t h e s e  t a x e s  i s  
p a s s e d  on t o  consumers,  a n d - t h e  b u s i n e s s  income t ax  t a k e s  a  l a r g e  
s h a r e  of  t h e  small p r o f i t s  which remaining  p r i v a t e  bus inessmen i n  
China a r e  a b l e  t o  make, 

These a r e  t h e  main p r o d u c e r s  of  u rban  t a x  revenue ,  b u t  
t h e r e  are  many o t h e r  t a x e s ,  i n c l u d i n g  stamp t a x e s ,  a  t a x  on i n t e r e s t  
on d e p o s i t s ,  a house  t a x ,  a t a x  on urban  l a n d ,  a t ax  on v e h i c l e s  
and v e s s e l s ,  a s l a u g h t e r  t a x ,  and m i s c e l l a n e o u s  o t h e r  l e v i e s  such  
a s  f e a s t  and amusement t a x e s ,  

A s  i n  t h e  c a s e  of r u r a l  t a x a t i o n ,  t h e  t a x  r a t e s  a r e  n o t  
an a c c u r a t e  i n d e x  of t h e  r e a l  t a x  burden. One of t h e  most p r e v a l e n t  
ways of imposing t a x a t i o n  i s  a  method c a l l e d  n d e m o c r a t i c  a p p r a i ~ a l . ~  
Under t h i s  sys tem,  r e p r e s e n t a t i v e s  o f  b u s i n e s s  groups  a r e  c a l l e d  
i n t o  m e e t i n g s  w i t h  Communist p a r t i c i p a t i o n ,  and t h e  amounts o f  
t a x e s  t o  b e  p a i d  a r e  d e c i d e d  a f t e r  p r o l o n g e d  d i s c u s s i o n .  T h i s  i s  
a v a r i a t i o n  of a n  e a r l i e r  method c a l l e d  ndemocra t ic  a s s e s s m e n t n  
i n  which t h e  Communists a r b i t r a r i l y  s e t  a  sum t o  b e  p a i d  by some 
o r g a n i z e d  group o f  businessmen -- such  as a  g u i l d  o r  b u s i n e s b  
a s s o c i a t i o n  -- and l e t  t h e  group d e c i d e  how much i n d i v i d u a l s  would 
Pay* 

I 
Only a s m a l l  p e r c e n t a g e  of t a x e s  p a i d  by p r i v a t e  e n t e r -  

p r i s e s  a r e  based  on a u d i t e d  company a c c o u n t s ,  p a r t l y  because  modern 
a c c o u n t i n g  i s  s t i l l  undeveloped i n  China and p a r t l y  because  t h e  
a u t h o r i t i e s  a r e  s u s p i c i o u s  ( w i t h  r e a s o n )  of d o c t o r e d  r e c o r d s ,  
This  method i s  used  w i t h  some l a r g e  modern compan ies , ' bu t  t h e  
Communists c a r e f u l l y  i n v e s t i g a t e  b e f o r e  a c c e p t i n g  a  company's 
accoun t s .  

A t h i r d  sys t em of a s s e s s m e n t  i s  a l s o  used,  ma in ly  f o r  



s m a l l  shops  and  hawkers.  Under t h i s  sys t em t h e  t a x  a u t h o r i t i e s  
i n v e s t i g a t e  and t h e n ,  on t h e  b a s i s  of t h e i r  own e s t i m a t e s ,  s e t  
f i x e d  amounts of t a x e s  t o  be p a i d  a t  s p e c i f i e d  t imes .  

R e p o r t s  of  r e f u g e e  businessmen f rom China i n d i c a t e  t h a t  
t h e s e  t a x e s  add up t o  a t remendous t o t a l .  Much of t h e  t a x  burden  
i s  p a s s e d  on t o  consumers,  b u t  w i t h o r t  doub t  p r i v a t e  bus inessmen 
c a r r y  t h e  h e a v i e s t  burden  of any s i n g l e  group i n  China. Although 
compr i s ing  o n l y  a v e r y  s m a l l  p e r c e n t a g e  of t h e  t o t a l  s o c i e t y ,  
p r i v a t e  b u s i n e s s  p r o v i d e d  -- a c c o r d i n g  t o  o f f j c i a l  c l a i m s  -- 
between o n e - f i f t h  and one- four th  of a l l  s t a t e  revenue  i n  1953,  
and i n  t h e  budge t  f o r  t h i s  y e a r  o n e- s i x t h  of t h e  t o t a l  revenue  
w i l l  come f rom it. It i s  b e i n g  t a x e d  o u t  of e x i s t e n c e  ( a s  w e l l  
a s  b e i n g  f o r c e d  o u t  of e x i s t e n c e  i n  o t h e r  ways).  A s  p r i v a t e  
e n t e r p r i s e  h a s  s t e a d i l y  d e c l i n e d ,  however, an i n c r e a s i n g  s h a r e  
of  u rban  t a x  revenue  has  come f rom t a x a t i o n  of  s t a t e  e n t e r p r i s e s ,  
and a lmos t  a l l  o f  t h i s  i s  p a s s e d  on t o  consumers.  A s  a  r e s u l t ,  
whereas  f o r m e r l y  a  l a r g e  p e r c e n t a g e  of t a x  income from t h i s  
s o u r c e  was p a i d  by  t h e  small b u s i n e s s  c l a s s  i n  China, i n  t h e  
f u t u r e  a l m o s t  a l l  o f  i t  w i l l  of n e c e s s i t y  be  p a i d  by t h e  mass of  
t h e  p o p u l a t i o n  i n  t h e  f i n a l  a n a l y s i s ,  

Chinese  Communist f i g u r e s  i n d i c a t e  t h a t  income from 
urban  t a x a t i o n ,  of which i n d u s t r i a l  and commercial  t a x e s  a r e  
most i m p o r t a n t ,  i s  now c la imed  t o  be  t h e  l a r g e s t  s o u r c e  of  s t a t e  
revenue .  From 1950 t o  1954, i t  h a s  i n c r e a s e d  3.5 t imea ,  f rom 
~ . ~ . $ 1 , 3  b i l l i o n  t o  u.S.$L,h b i l l i o n .  I n  t e r m s  of  a  p e r c e n t a g e  
of t o t a l  revenue ,  however, t h e  f i g u r e  h a s  n o t  changed v e r y  much; 
i n  1950 urban  t a x a t i o n  r e p r e s e n t e d  43 p e r  c e n t  of t o t a l  revenue ,  
w h i l e  i n  1954 i t  i s  45 p e r  c e n t .  

\ 

E x t r a o r d i n a r y  F i n a n c i a l  Lev ies .  One of t h e  most  i n -  
t r i g u i n g  i t e m s  i n  t h e  Chinese  Communist budget  i s  t h e  s o u r c e  of  
revenue  c a l l e d  " o t h e r e t 1  From 1950 th rough  1953,  t h i s  vague and 
u n d e f i n e d  c a t e g o r y  accoun ted  f o r  o v e r  o n e- s i x t h  of a l l  r evenue ,  
and i n  1 9 5 2  it amounted t o  a l m o s t  ~ . S . $ 1 . 9  b i l l i o n ,  c l o s e  t o  
o n e- q u a r t e r  of t o t a l  revenue  i 

A l a r g e  p o r t i o n  of t h e  income i n  t h i s  o b s c u r e  c a t c h-  
a l l  c a t e g o r y  undoubtedly  has  come from s e v e r a l  e x t r a o r d i n a r y  
f i n a n c i a l  l e v i e s  which t h e  Chinese  Communists have imposed upon 
t h e  p o p u l a t i o n .  By t h e s e  l e v i e s ,  t h e  s t a t e  h a s  squeezed  o u t  o f  
Ch inese  s o c i e t y  a  v e r y  l a r g e  p e r c e n t a g e  of t h e  p r i v a t e  s a v i n g s  
accumula ted  i n  t h e  p a s t  and h a s  d i s s i p a t e d  mosg c o n c e n t r a t i o n s  
of  p r i v a t e  c a p i t a l ,  

Dur ing  t h e  Korean War, f rom June 1 9 5 1  t h r o u g h  May 1952,  
t h e  Chinese  Communists conducted  a  huge " A r m s  Dona t ions  Campaignn 
i n  which t h e  p o p u l a t i o n  was p r e s s e d  t o  c o n t r i b u t e  money t o  buy 
war equipment ,  The campaign was c a r r i e d  o u t  a l l  o v e r  t h e  c o u n t r y ,  
b u t  t h e  s q y e e z e  was h a r d e s t  on businessmen,  p a r t i c u l a r l y  i n  
Shanghai3 a l m o s t  40 p e r  c e n t  of  t h e  d o n a t i o n s  came from E a s t  China 
and o v e r  15 p e r  c e n t  f rom Shanghai  a l o n e ,  A t  t h e  end of t h e  cam- 
p a i g n  t h e  a u t h o r i t i e s  announced t h a t  t h e  campaign had n e t t e d  t h e  



e q u i v a l e n t  of u.S .$247 m i l l i o n .  

Even b e f o r e  t h e  d o n a t i o n s  campaign was f o r m a l l y  com- 
p l e t e d ,  a  new l e v y  was begun. From J a n u a r y  t h r o u g h  May, 1952,  
t h e  s o- c a l l e d  "F ive  A n t i  Campaign" a g a i n s t  t h e  " f i v e  p o i s o n s n  of t h e  
b u s i n e s  c l a s s  convu l sed  a l l  of C h i n a ' s  major  c i t i e s .  Under t h e  
g u i s e  of c o l l e c t i n g  whack t a x e s , "  n f i n e s , n  and " i l l - g o t t e n  money," 
t remendous sums were c o l l e c t e d  from businessmen.  Over t h r e e -  
q u a r t e r s  of t h e  b u s i n e s s  e s t a b l i s h m e n t s  i n  t h e  p r i n c i p a l  c i t i e s  -- 
more s p e c i f i c a l l y ,  340,000 o u t  of a  t o t a l  of 450,000 p r i v a t e  
e n t e r p r i s e s  of a l l  s o r t s  i n  n i n e  l e a d i n g  c i t i e s  -- were f o r c e d  t o  
pay  up, A f t e r  t h e  campaign was completed,  t h e  Chinese  Communists 
o f f i c i a l l y  s t a t e d  t h a t  t h e  e q u i v a l e n t  of U.S.$1.7 b i l l i o n  had been  
c o l l e c t e d ,  and t h e  t o t a l  may w e l l  have been even l a r g e r  t h a n  t h i s ,  

C o n f i s c a t i o n s  of  p r o p e r t y  have a l s o  p r o v i d e d  s i z e a b l e  
amounts of s t a t e  income. When t h e  Communists came t o  power,  t h e y  
a c q u i r e d  l a r g e  warehouse s t o c k s  of commodities f rom s ta te- owned 
e n t e r p r i s e s  t a k e n  o v e r  from t h e  N a t i o n a l i s t s ,  and  a l s o  f rom con- 
f i s c a t e d  e n t e r p r i s e s  o f  " b u r e a u c r a t i c  c a p i t a l i s t s e u  The p r o c e e d s  
f rom s a l e  of t h e s e  s t o c k s  were c r e d i t e d  t o  t h e  1950 budget ,  During 
l a n d  r e fo rm,  which was c a r r i e d  o u t  a l l  o v e r  t h e  c o u n t r y  f rom 1950 
t h r o u g h  mid-1953, most  of t h e  p r o p e r t y  -- i n c l u d i n g  houses ,  g r a i n ,  
f u r n i t u r e ,  e t c ,  -- of  a b o u t  20 m i l l i o n  l a n d l o r d s  was c o n f i s c a t e d ,  
The m a j o r i t y  of t h i s  p r o p e r t y  was d i s t r i b u t e d  among t e n a n t s ,  b u t  
some was t a k e n  o v e r  by  t h e  s t a t e .  There  a r e  no o f f i c i a l  f i g u r e s  
on what t h i s  n e t t e d  t h e  s t a t e ,  and i t  i s  n o t  d e f i n i t e l y  known 
whe the r  t h e  r e c e i p t s  f rom t h i s  s o u r c e  a p p e a r  i n  t h e  budge t s  of t h e  
p a s t  f o u r  y e a r s ;  b u t  u n o f f i c i a l  e s t i m a t e s  r ange  a s  h i g h  a s  
U.S.$2 b i l l i o n ,  and i t  i s  p o s s i b l e  t h a t  t h e  budget  f i g u r e s  do 
i n c l u d e  some income f rom t h i s  source .  

However, e x t r a o r d i n a r y  l e v i e s  of t h e s e  k i n d s  o b v i o u s l y  
cannot, c o n t i n u e  i n d e f i n i t e l y .  It i s  p r o b a b l e ,  i n  f a c t ,  t h a t  t h e  
ones  a l r e a d y  c a r r i e d  o u t  have t a k e n  t h e  f a t  o u t  of  t h e  Chinese  
economy, and i t  i s  d o u b t f u l  whe the r  t h e r e  i s  much l e f t  t o  be  
c o l l e c t e d  i n  t h e  f u t u r e .  From now on, t h e  Chinese  Communists 
w i l l  have t o  r e l y  a lmos t  w h o l l y  on what t h e y  c a n  g e t  f rom t h e  
c u r r e n t  n a t i o n a l  income, and it i s  s i g n i f i c a n t  t h a t  t h e  1954 
budge t  i s  t h e  f i r s t  one which does  n o t  have a  v e r y  l a r g e  s l i c e  
of  revenue  l a b e l e d ,  vague ly ,  n o t h e r o w  

Othe r  S o u r c e s  of S t a t e  Income, The o n l y  a d d i t i o n a l  i t e m  
of revenue  which a p p e a r s  i n  Chinese  Communist budge t  s t a t e m e n t s  
i s  income from c r e d i t  and i n s u r a n c e .  The banking  sys tem i n  China 
i s  now c o m p l e t e l y  c e n t r a l i z e d ,  and s i z e a b l e  s t a t e  p r o f i t s  a r e  made 
on i n t e r e s t  c h a r g e s  on b o t h  r u r a l  and urban  l o a n s ,  p a i d  b y  s t a t e  
a s  w e l l  a s  p r i v a t e  e n t e r p r i s e s .  Compulsory i n s u r a n c e ,  a d m i n i s t e r e d  
by t h e  Chinese P e o p l e ' s  I n s u r a n c e  Co, and o t h e r  i n s t i t u t i o n s  
s u p e r v i s e d  by t h e  P e o p l e ' s  Bank, a l s o  p r o d u c e s  a  s i g n i f i c a n t  
amount of revenue ,  Budget s t a t e m e n t s  i n d i c a t e  t h a t  s t a t e  income 
from s o u r c e s  of t h i s  k i n d  grew from U.S.$138 m i l l i o n  i n  1950 t o  
U.S .$b34 m i l l i o n  l a s t  y e a r ,  

S a v i n g s  -- Forced  and Volun ta ry .  Need les s  t o  say ,  a f t e r  



be ing  s u b j e c t e d  t o  a l l  t h e  t a x e s  and l e v i e s  a l r e a d y  d e s c r i b e d ,  t h e  
a v e r a g e  p e r s o n  i n  China does  n o t  have v e r y  much s u r p l u s  c a s h  l e f t  
o v e r ,  b u t  what  t h e r e  i s  t h e  Ch inese  Communists e f f i c i e n t l y  c o l l e c t  
o r  c o n t r o l .  

Two s i z e a b l e  government bond campaigns have been con-  
d u c t e d  by  t h e  Chinese  Communist regime,  i n  p e r i o d s  when no o t h e r  
s p e c i a l  campaigns were under  way. The f i r s t  was i n  1950.  The 
o r i g i n a l  p l a n  was t o  s e l l  200 m i l l i o n  " u n i t s n  of t h e s e  bonds, b u t  
o n l y  t h e  i n i t i a l  i s s u e  of 1 0 0  m i l l i o n ,  e q u i v a l e n t  t o  r o u g h l y  
U.S.$100 m i l l i o n ,  was p u t  o u t ,  P u r c h a s e  q u o t a s  were e s t a b l i s h e d ,  
and p e o p l e  a l l  o v e r  t h e  c o u n t r y  were f o r c e d  by  v a r i o u s  p r e s s u r e s  
t o  buy t h e  bonds; a s  i n  t h e  c a s e  of  t h e  campaigns a l r e a d y  d e s c r i b e d ,  
t h e  h e a v i e s t  burden f e l l  on u rban  and b u s i n e s s  groups .  These 1950 
" V i c t o r y  Bondsn were s c h e d u l e d  t o  be  r e p a i d  i n  f i v e  y e a r s ,  b u t  
t h i s  was l a t e r  r e v i s e d ,  and redempt ion  i s  s t i l l  going  on. 

The second bond campaign i s  b e i n g  c a r r i e d  o u t  a t  p r e s e n t .  
The new " N a t i o n a l  C o n s t r u c t i o n  Bonds," on which t h e r e  i s  i n t e r e s t  
of f o u r  p e r  c e n t  a  y e a r ,  c a n n o t  be used  a s  c r e d i t  i n s t r u m e n t s ,  s o  
t h e y  a r e  an e f f e c t i v e  a n t i - i n f l a t i o n  d e v i c e .  Urban a r e a s  have 
been a s s i g n e d  a  p u r c h a s e  q u o t a  of 70  p e r  c e n t  of t h e  t o t a l  bonds, 
and businessmen must s u b s c r i b e  t o  o v e r  t h r e e - f o u r t h s  of t h i s ,  A t  
t h e  s t a r t  of t h e  campaign t o  s e l l  t h e s e  bonds, t h e  announced 
t a r g e t  f o r  t h e  whole d r i v e  was abou t  U.S.$2SO m i l l i o n ,  b u t  by 
June  1954  i t  was o f f i c i a l l y  announced t h a t  a l r e a d y  o v e r  U.S.$340 m i l -  
l i o n  have  been s u b s c r i b e d .  

A p a r t  f rom t h e s e  bond campaigns,  t h e  Chinese Communists 
have e x e r t e d  g r e a t  e f f o r t s  t o  deve lop  " v o l u n t a r y "  i n d i v i d u a l  s a v-  
i n g s .  S a v i n g s  have been a c c e p t e d  i n  t e r m s  of n p a r i t y  u n i t s , n  
pegged t o  t h e  c u r r e n t  v a l u e  of b a s i c  commodit ies ,  t o  minimize any 
p o s s i b l e  r i s k s  f rom i n f l a t i o n .  Campaigns t o  i n d u c e  p e o p l e  t o  
open s a v i n g s  a c c o u n t s  have been conduc ted  on a  l a r g e  s c a l e .  The 
P e o p l e ' s  Bank has  e s t a b l i s h e d  thousands  of new b ranches ,  a g e n c i e s ,  
and " s t a t i o n s ,  ti r e a c h i n g  i n t o  l o c a l  v i l l a g e s ,  f a c t o r i e s ,  and u rban  
a r e a s ;  and t h e  b a n k ' s  p e r s o n n e l  now t o t a l s  o v e r  300,000, t e n  t i m e s  
t h e  number of  p e r s o n s  i n  government banking  under  t h e  f o r m e r  
N a t i o n a l i s t  Government. S l o g a n s  such  a s  n p a t r i o t i c  s a v i n g s "  a r e  
w i d e l y  used ,  and t h e i r  u s e  i m p l i e s  t h a t  t h o s e  who d o n o t  s a v e  a r e  
u n p a t r i o t i c .  And, a s  i n  t h e  c a s e  of bonds, v e r y  o f t e n  compulsory 
q u o t a s  ( f o r  minimum s a v i n g s )  a r e  a s s i g n e d  t o  i n d i v i d u a l s  o r  groups ,  
The f a c t s  s e e n  t o  i n d i c a t e ,  however, t h a t  p e o p l e  do n o t  have v e r y  
much money which t h e y  can  s a v e ,  and c o n s e q u e n t l y  p r i v a t e  s a v i n g s  
p l a y  a  r e l a t i v e l y  un impor tan t  r o l e  i n  t h e  o v e r a l l  f i n a n c i a l  p i c t u r e .  

The Budget Balance and F i n a n c i a l  S t a b i l i t y .  Although 
s t a t e  r e v e n u e s  i n  Communist China have grown r a p i d l y  d u r i n g  t h e  - 
p a s t  f o u r  y e a r s ,  e x p e n d i t u r e s  have a l s o  soared , -  and- t h e  go;ernment 
has  been under  severe f i n a n c i a l  s t r a i n .  However, t h e  Chinese  
Communists c l a i m  t h a t  s i n c e  1950 t h e y  have managed t o  b a l a n c e  
t h e i r  budge t s .  I n  1950 t h e y  a d m i t t e d  hav ing  a  d e f i c i t ,  which was 
p a r t i a l l y  met by i s s u i n g  p a p e r  c u r r e n c y ,  b u t  subsequen t  r e v i s i o n s  
have o f f i c i a l l y  e r a s e d  even t h i s  d e f i c i t  on p a p e r .  L a s t  y e a r ,  



t h e  Ch inese  Communists c l a i m e d  t o  have a  s i z e a b l e  s u r p l u s ,  which 
t h e y  s a y  i s  b e i n g  a p p l i e d  t o  t h i s  y e a r ' s  budget .  

The c l a i m s  of  b u d g e t a r y  s u r p l u s e s  a r e  e x t r e m e l y  dub ious ,  
however, and may w e l l  be  t h e  r e s u l t  of s t a t i s t i c a l  l ege rdemain ,  
A c t u a l l y ,  d e s p i t e  t h e  e n e r g e t i c  c o l l e c t i o n  o f  revenue  f rom e v e r y  
c o n c e i v a b l e  s o u r c e ,  t h e  Chinese  Communists have undoub ted ly  had 
s i z e a b l e  budge t  d e f i c i t s ,  Independen t  non-Communist s t u d i e s  of  
C h i n a ' s  f i n a n c e s  i n d i c a t e  t h a t  t h e  a n n u a l  d e f i c i t s  may have r anged  ' 
from about.  u.S,$~OO m i l l i o n  t o  o v e r  U.S.$l b i l l i o n .  

I t  i s  remarkab le ,  however, t h a t  t h e  Ch inese  have been 
a b l e  t o  s t o p  c u r r e n c y  i n f l a t i o n  and t o  m a i n t a i n  s t a b l e  p r i c e s  f o r  
b a s i c  d a i l y  n e c e s s i t i e s .  F o r  a l m o s t  a  decade  b e f o r e  t h e  Communists 
came t o  power, i n f l a t i o n  had s t e a d i l y  s p i r a l e d  upward i n  China and, 
ljy t h e  t ime  t h e y  t o o k  o v e r ,  t h e  c u r r e n c y  and p r i c e s  were  i n  a 
c h a o t i c  shambles .  I n f l a t i o n  c o n t i n u e d  d u r i n g . 1 9 4 9  and 1950, b u t  
by  t h e  end of  1950 t h e  Communiats had  checked i t ,  The g e n e r a l  
p r i c e  l e v e l  r o s e  a l m o s t  1 0 0  p e r  c e n t  d u r i n g  1950; i n  t h e  f o l l o w i n g  
y e a r  t h e  r i s e  was o n l y  a b o u t  t e n  p e r  c e n t ;  i n  1952 t h e  p r i c e  l e v e l  
a c t u a l l y  dropped;  and s i n c e  t h e n  i t  h a s  been g e n e r a l l y  s t a b l e .  

One of t h e  main e x p l a n a t i o n s  f o r  t h e  r e g i m e ' s  s u c c e s s  
w i t h  p r i c e  s t a b i l i z a t i o n ,  of c o u r s e ,  i s  t h e  f a c t  t h a t  t h e  heavy 
t a x e s  and s p e c i a l  l e v i e s  which i t  h a s  imposed have been d r a s t i c a l l y  
d e f l a t i o n a r y  and  have sopped up a  g r e a t  d e a l  of  c u r r e n c y .  C i r c u-  
l a t i o n  of c u r r e n c y  h a s  a l s o  been r educed  by o t h e r  measur'es. The 
banking  sys tem i s  h i g h l y  c e n t r a l i e e d  and under  comple te  government 
c o n t r o l .  C o n t r o l  o v e r  c a s h  i s  r i g i d .  A l l  s t a t e  e n t e r p r i s e s  must  
d e p o s i t  t h e i r  r e c e i p t s  i n  t h e  s t a t e  bank w i t h i n  t h r e e  days ,  and 
payments between s t a t e  e n t e r p r i s e s  a r e  made by  a c c o u n t  t r a n s f e r s  
i n  t h e  bank. P r i v a t e  e n t e r p r i s e s  must u s e  checks  r a t h e r  t h a n  
cash  f o r  a l l  t r a n s a c t i o n s  i n v o l v i n g  o v e r  JMP 300,000 ( a b o u t  U.S.$13). 
They must a l s o  m a i n t a i n  s p e c i a l  a c c o u n t s  i n  t h e  s t a t e  banks f o r  
pay ing  t h e i r  t a x e s .  And t h e  s t a t e  bank c o n t r o l s  o r  s u p e r v i s e s  a l l  
c r e d i t  and l o a n s .  

S i n c e  1950, f u r t h e r m o r e ,  s t a t e  t r a d i n g  companies have 
dominated t h e  w h o l e s a l e  m a r k e t s ,  and e s t a b l i s h e d  t h e  p r i c e s ,  f o r  

if a l l  e s s e n t i a l  commodit ies .  More r e c e n t l y  s t a t e  t r a d i n g  h a s  ex- 
panded r a p i d l y  i n t o  a l l  f i e l d s ,  and t h e  s t a t e  now d i r e c t l y  s e t s  
o r  c o n t r o l s  t h e  p r i c e s  f o r  innumerable  goods. 

P r i c e  s t a b i l i z a t i o n  h a s  been ach ieved ,  t h e r e f o r e ,  b y  
d r a s t i c  measures ,  b u t  t h e r e  i s  no d o u b t  t h a t  i t  has  been  a  major  
accomplishment of t h e  Chinese  Communist regime. And a s  t h e  f r e e  
market  i n  China s h r i n k s ,  t h e  p o s s i b i l i t y  of runaway p r i c e  i n f l a t i o n  
i n  t h e  f u t u r e  s t e a d i l y  d e c r e a s e s  -- even though t h e  Chinese  
Communists may have c o n t i n u i n g  d i f f i c u l t y  i n  f i n a n c i n g  t h e i r  myriad 
government o p e r a t i o n s  and t h e i r  economic development  program. , 

S t a n d a r d  of L i v i n g ,  I t  i s  d i f f i c u l t  t o  o b t a i n  r e l i a b l e  
d a t a  on what h a s  happened t o  t h e  s t a n d a r d  of  l i v i n g  of t h e  mass 
of o r d i n a r y  C h i n e s e - s i n c e  t h e  Communists came t o  b u t  i t  i s  



- 13  - 
p o s s i b l e  t o  o b t a i n  a  g e n e r a l  i d e a ,  

The Chinese  Communists a s s e r t  t h a t  wages and t h e  p u r -  
c h a s i n g  power of t h e  masses have s t e a d i l y  r i s e n .  F o r  example, 
t h e y  s a y  t h a t  t h e  a v e r a g e  wage l e v e l  i n  China r o s e  27 p e r  c e n t  i n  
1949,  1 2  p e r  c e n t  i n  1950,  and 15 p e r  c e n t  i n  1951,  and t h a t  b y  
1952 wages were 60 t o  1 2 0  p e r  c e n t  above t h e  1949 l e v e l ,   h he 
t a r g e t  far 195k i s  a  f i v e  p e r  c e n t  i n c r e a s e . )  A t  t h e  same t ime,  
however, t h e y  a d m i t t e d  t h a t  wages i n  1952 were g e n e r a l l y  a t  t h e  
same l e v e l  a s  b e f o r e  t h e  S ino- Japanese  War -- a  l e v e l  which was 
v e r y  low t o  b e g i n  w i t h ,  R e g u l a t i o n s  on wages g i v e  a  c l u e  a s  t o  
how low wage l e v e l s  a c t u a l l y  a r e .  I n  C e n t r a l- S o u t h  China,  f o r  
example, t h e  minimum and maximum monthly  wages of i n d u s t r i a l  
workers  were e s t a b l i s h e d ,  i n  l a t e  1952,  a t  t h e  e q u i v a l e n t  of 
a b o u t  U.S.$14 and U.S .$S~.  D e s p i t e  o f f i c i a l  c l a i m s  t o  t h e  con-  
t r a r y ,  g e n e r a l  wage l e v e l s  may w e l l  have d e c l i n e d  i n  many p l a c e s .  
F o r  example,  i t  i s  e s t i m a t e d  t h a t  i n  Shangha i  a n  a v e r a g e  worker  
i n  1949 r e c e i v e d  a  month ly  wage of  a b o u t  1 6 0  n p a r i t y  u n i t s w  
(pegged t o  commodi t ies )  and o n l y  1 0 0  u n i t s  ( a b o u t  ~ . S . $ 2 0 )  i n  
1952 -- a  d e c l i n e  of a p p r o x i m a t e l y  o n e- t h i r d .  

O f f i c i a l  c l a i m s  of i n c r e a s e s  i n  n p u r c h a s i n g  powern a r e  
a l s o  dub ious .  The c l a i m e d  i n c r e a s e s  i n  t h e  p a s t  have  been a s  
h i g h  a s  30 p e r  c e n t  ( i n  19511, and t h i s  y e a r  t h e  t a r g e t  i s  a  
1 4  p e r  c e n t  i n c r e a s e ,  One i n d i c a t i o n  t h a t  t h e s e  c l a i m s  a r e  
dub ious ,  however, i s  t h a t  f a c t  t h a t  t h e  monetary  v a l u e  of " p a r i t y  
u n i t s , "  on which wages a r e  based ,  h a s  n o t  r i s e n  a s  r a p i d l y  a s  
g e n e r a l  p r i c e s  -- which would i n d i c a t e  a  d e c l i n e  i n  t h e  r e a l  
p u r c h a s i n g  power of wages r a t h e r  t h a n  a r i s e .  

Refugees  coming from Communist China r e p o r t  t h a t  a l -  
though t h e  wages of a  s m a l l  group of i n d u s t r i a l  worke r s  -- an 
e s p e c i a l l y  f a v o r e d  group -- may have i n c r e a s e d  s l i g h t l y  s i n c e  
1949, t h e  g e n e r a l  s t a n d a r d  of l i v i n g  has  p r o b a b l y  d e c l i n e d .  Th i s  
seems l i k e l y ,  i n  t h e  l i g h t  of  a l l  t h a t  has  t a k e n  p l a c e ,  It a l s o  
seems i n e v i t a b l e ,  because  t h e  economic program which t h e  Chinese  
Communists a r e  a t t e m p t i n g  t o  c a r r y  o u t  can  o n l y  be  f i n a n c e d  o u t  
of t h e  p o c k e t s  of  t h e  mass of  t h e  p o p u l a t i o n ,  

A s  t h e  o f f i c i a l  Peking  P e o p l e ' s  D a i l y  s t a t e d  on October  30 
of l a s t  y e a r ,  nworkers '  wages and a m e n i t i e s  must  be s u b o r d i n a t e d  
t o  t h e  i n t e r e s t s  of n a t i o n a l  c o n s t r u c t i o n ;  t h e  q u a n t i t i e s  and p r i c e s  
of a g r i c u l t u r a l  p r o d u c t s  s o l d  by t h e  p e a s a n t s  must. be s u b o r d i n a t e d  
t o  t h e  i n t e r e s t s  of  n a t i o n a l  c o n s t r u c t i o n ;  t h e ,  demand o f  urban  and 
r u r a l  p e o p l e  f o r  b e t t e r m e n t  of l i f e  must a l s o  be s u b o r d i n a t e d  t o  
t h e  i n t e r e s t  of  n a t i o n a l  c o n s t r u c t i o n . "  

The Cos t  of  P o l i t i c a l  and M i l i t a r y  Power, The Ch inese  
Communists' aim -- and t h e i r  . j u s t i f i c a t i o n  f o r  imvosinn a  heavy 
f i n a n c i a l  burden  upon t h e  pop; lat ion of China  -- is t h e  economic 
development  and m o d e r n i z a t i o n  of t h e  coun t ry .  The Chinese  p e o p l e  
must make s a c r i f i c e s  now, t h e y  s a y ,  s o  t h a t  a s  much of t h e  n a t i o n ' s  
r e s o u r c e s  a s  p o s s i b l e  can  be devo ted  t o  economic development ,  p a r -  
t i c u l a r l y  i n d u s t r i a l  p r o j e c t s .  And i t  i s  t r u e  t h a t  l a r g e  and 



i n c r e a s i n g  sums have been a l l o t t e d  a n n u a l l y  t o  " i n v e s t m e n t s  i n  
s t a t e  e n t e r p r i s e s u  and " n a t i o n a l   construction.^ 

But i n v e s t m e n t s  i n  new economic development  a r e  n o t  t h e  
o n l y  e x p l a n a t i o n  f o r  t h e  f i n a n c i a l  burden  p l a c e d  upon t h e  mass of 
p e o p l e  by t h e  s t a t e ,  The Chinese  Communists have b u i l t  up a huge 
p a r t y  and government b u r e a u c r a c y ,  t h e y  m a i n t a i n  a  t remendous 
m i l i t a r y  e s t a b l i s h m e n t ,  and t h e y  have f o u g h t  one major  war -- i n  
Korea -- and c o n t r i b u t e d  t o  a n o t h e r  -- i n  Indo-China. The appar-  
a t u s  of power, b o t h  i n t e r n a l  and i n t e r n a t i o n a l ,  i s  e x p e n s i v e ,  
The m i l i t a r y  and a d m i n i s t r a t i v e  expenses  of t h e  p r e s e n t  Chinese 
reg ime a r e  i n  f a c t  s e v e r a l  t i m e s  a s  l a r g e  a s  t o t a l  n a t i o n a l  b u d g e t s  
i n  China were b e f o r e  t h e  Communists came t o  power. 

S i n c e  1950 " a d m i n i s t r a t i v e  e x p e n s e s u  i n  Chinese  Communist 
b u d g e t s  have jumped f rom r o u g h l y  U.S.$5OO m i l l i o n  t o  between 
U.S,$l and U,S.$2 b i l l i o n .  U n t i l  t h i s  y e a r ,  t h i s  i t e m  h a s  d e c l i n e d  
a s  a  p e r c e n t a g e  of  t o t a l  e x p e n d i t u r e s  -- f rom a l m o s t  20 p e r  c e n t  
t o  a b o u t  1 0  p e r  c e n t  -- b u t  t h e  a b s o l u t e  f i g u r e s  have r i s e n  
g r e a t l y ,  n o n e t h e l e s s .  A c o n t r i b u t i n g  f a c t o r  t o  t h i s  r i s e  has  been 
t h e  c e n t r a l i z a t i o n  of f i n a n c e ;  s i n c e  1952 t h e  Communists have 
e l i m i n a t e d  t h e  f i n a n c i a l  autonomy of l o c a l  governments  i n  China, 
and t h e  c e n t r a l  government s u b s i d i e s  r e q u i r e d  t o  s u p p o r t  l o c a l  
a d m i n i s t r a t i o n s  now a p p e a r  i n  t h e  n a t i o n a l  budget .  (Almost 
o n e- f o u r t h  of t h e  1954 budge t  c o n s i s t s  of  a l l o c a t i o n s  t o  munic i-  
p a l i t i e s  and p r o v i n c e s .  ) 

Although t h e  Chinese  Communists a r e  i n t e n t i o n a l l y  vague 
a b o u t  what i s  i n c l u d e d  under  v a r i o u s  h e a d i n g s  of t h e i r  budget ,  
undoub ted ly  t h e  most  i m p o r t a n t  p a r t  of t h e i r  a d m i n i s t r a t i v e  ex-  
p e n s e s  c o n s i s t s  of t h e  s a l a r i e s  of  t h e  horde  of government and 
p a r t y  employees i n  China. There i s  now a l a r g e r  number of 
e c o n o m i c a l l y  u n p r o d u c t i v e  b u r e a u c r a t s  on t h e  government p a y r o l l  
t h a n  e v e r  b e f o r e  i n  Chinese  h i s t o r y .  T h e i r  s a l a r i e s  have been 
k e p t  low, and c o r r u p t i o n  i s  r e p o r t e d  t o  havo been a l m o s t  com- 
p l e t e l y  e l i m i n a t e d ;  b u t  i t  c o s t s  huge sums of  money t o  s u p p o r t  
m i l l i o n s  of  government f u n c t i o n a r i e s ,  c l e r k s ,  po l icemen,  t e a c h e r s ,  
p ~ l i t i c a l  c a d r e s ,  and o t h e r s ,  even i f  t h e y  a r e  i n c o r r u p t  and l i v e  
a u s t e r e  l i v e s .  

When t h e  Chinese  Communists came t o  power, t h e y  had 
a l r e a d y  b u i l t  up a  l a r g e  b u r e a u c r a c y  of t h e i r  own, and t h e y  i n -  \ 

h e r i t e d  -- and c o n t i n u e d  t o  s u p p o r t  -- most  of t h e  b u r e a u c r a t s  
f rom t h e  p r e v i o u s  regime.  S i n c e  then ,  a s  t h e  government and p a r t y  
have  ex tended  t h e i r  o p e r a t i o n s  i n t o  e v e r y  s p h e r e  o f  n a t i o n a l  l i f e ,  
t h e  p a y r o l l  has  c o n t i n u e d  t o  grow. Fur the rmore ,  d e s p i t e  t h e  
Communists( p e r i o d i c  e f f o r t s  t o  c u t  down t h e  number o f  employees,  
and t h e i r  d r a m a t i c  campaigns a g a i n s t  w b u r e a u c r a t i s m n  ( such  a s  t h e  
"Three  A n t i  Campaignn i n  1952) ,  p e r s o n s  l e a v i n g  main land  China 
p a i n t  a  p i c t u r e  of a  v e r y  b u r e a u c r a t i c  s t a t e ,  w i t h  swarms of  
government employees everywhere ,  The t o t a l i t a r i a n  c h a r a c t e r  of  
t h e  regime h a s  a p p a r e n t l y  c r e a t e d  an u n w i l l i n g n e s s  on t h e  p a r t  o f  
p e t t y  b u r e a u c r a t s  t o  assume r e s p o n s i b i l i t y ,  and t h e r e  i s  g r e a t  
buck- pass ing ,  o v e r l a p p i n g  of jobs ,  and d u p l i c a t i o n  of  e f f o r t .  



There a r e  no r e c e n t  f i g u r e s  on t h e  t o t a l  number of  employees 
p a i d  by  t h e  s t a t e ,  b u t  i t  may w e l l  be i n  t h e  t e n s  of m i l l i o n s .  
Three y e a r s  ago,  i t  was s t a t e d  o f f i c i a l l y  t h a t  t h e r e  were n i n e  
m i l l i o n  p e o p l e  on t h e  " s u p p l y  sys tem n a l o n e  ( t h e  " s u p p l y  sys tem w 

i s  one i n  which t h e  n e e d s  of s t a t e  and p a r t y  employees a r e  d i -  
r e c t l y  p r o v i d e d  by t h e  s t a t e ,  and s a l a r i e s  a r e  minimal) ;  t h e  
f i g u r e  undoub ted ly  i s  much l a r g e r  now. I n  1950, as a m a t t e r  o f  
f a c t ,  Mao Tse-tung s t a t e d  t h a t  one of  t h e  t h r e e  p r i m a r y  economic 
t a s k s  f a c i n g  t h e  reg ime was t h e  job of c u t t i n g  down t h e  c i v i l i a n  
and m i l i t a r y  p a y r o l l .  Th i s  i s  one aim which t h e  Chinese  Communists 
o b v i o u s l y  have  n o t  ach ieved .  

The burden of m i l i t a r y  e x p e n d i t u r e s  i s  even  g r e a t e r  
t h a n  t h e  c o s t s  of  t h e  c i v i l i a n  bureauc racy .  O f f i c i a l  s t a t e m e n t s  
admi t  t h i s ,  and it i s  c l e a r  t h a t  t h e  o f f i c i a l  f i g u r e s  a r e  n o t  an 
a c c u r a t e  key  t o  r e a l  m i l i t a r y  expenses .  E x p e n d i t u r e s  l a b e l e d  
e i t h e r  " m i l i t a r y n  o r  n n a t i o n a l  d e f e n s e n  i n  t h e  b u d g e t s  of  Communist 
China have  r i s e n  f r o m  U.S.$1.2 b i l l i o n  i n  1950 t o  o v e r  U.S.$2.2 b i l -  
l i o n  i n  t h e  f o r e c a s t  f o r  1954. A s  a  p e r c e n t a g e  o f  t o t a l  expendi-  
t u r e s ,  t h e s e  f i g u r e s  show a d e c r e a s e ,  however, f rom a p p r o x i m a t e l y  
40 p e r  c e n t  t o  a b o u t  20 p e r  c e n t .  

Although any  e s t i m a t e  of r e a l  m i l i t a r y  e x p e n d i t u r e s  knust 
be  based  l a r g e l y  upon guesswork, i t  i s  p r o b a b l e  t h a t  between one- 
t h i r d  and one- half  of  Communist C h i n a ' s  t o t a l  b u d g e t  o u t l a y  i s  
r e a l l y  d e v o t e d  t o  b u i l d i n g  up and m a i n t a i n i n g  m i l i t a r y  power and 
t h a t  a l a r g e  s h a r e  o f  t h i s  i t e m  i s  d i s g u i s e d ,  and p l a c e d  under  
d i f f e r e n t  c a t e g o r i e s ,  i n  o f f i c i a l  budge t  s t a t e m e n t s .  M i l i t a r y  
aims p l a y  a  b i g  r o l e  i n  Ch ina ' s  c u r r e n t  program of  i n d u s t r i a l  
development ,  and undoub ted ly  p r o j e c t s  such  a s  arms and m u n i t i o n s  
f a c t o r i e s  a r e  c l a s s i f i e d  a s  w c o n s t r u c t i o n n  r a t h e r  t h a n  a s  " d e f e n s e n  
i t e m s .  

Communist China n o t  o n l y  m a i n t a i n s  a huge army, b u t  i t  
h a s  made g r e a t  e f f o r t s  t o  r e o r g a n i z e  and r e- equ ip  C h i n a ' s  armed 
f o r c e s  w i t h  modern m a t e r i e l ;  and  i n  Korea China h a s  f o u g h t  an  
expens ive  war. C o n s e r v a t i v e  e s t i m a t e s  p l a c e  t h e  f i g u r e  f o r  C h i n a ' s  
r e g u l a r  army a t  2$ m i l l i o n ,  and t h e  a c t u a l  f i g u r e  may be c o n s i d e r -  
a b l y  l a r g e r  t h a n  t h i s .  These r e g u l a r  f o r c e s  a r e  backed b y  l a r g e  
numbers of P u b l i c  S e c u r i t y  t r o o p s  whose p r i m a r y  t a s k  i s  i n t e r n a l  
c o n t r o l .  The c o s t  of mere ly  m a i n t a i n i n g  such  l a r g e  m i l i t a r y  
f o r c e s  i s  g r e a t .  And t h e  c o s t s  of  f i g h t i n g  t h e  Korean War were 
tremendous. The g r e a t  f i n a n c i a l  s t r a i n  of t h e  war on China was a  
ma jo r  r e a s o n  f o r  t h e  Communistst w i l l i n g n e s s  t o  n e g o t i a t e  a  t r u c e  
i n  Korea. It i s  p r o b a b l y  s i g n i f i c a n t ,  f u r t h e r m o r e ,  t h a t  d u r i n g  
1 9 5 1  and 1952 t h e  Chinese  Communists d i d  n o t  r e l e a s e  any  d o l l a r  
f i g u r e s  on t h e i r  e x p e n d i t u r e s ,  and i n  1953  t h e  M i n i s t e r  of F inance  
was f i r e d .  Recen t ly ,  t o p  Ch inese  l e a d e r s  have a d m i t t e d  t h a t  
a c t u a l  m i l i t a r y  e x p e n d i t u r e s  d u r i n g  1953 were h i g h e r  t h a n  o r i g i n a l  
budget  e s t i m a t e s  ( t h e y  a l s o  a d m i t t e d  t h a t  l e s s  was s p e n t  on 
economic c o n s t r u c t i o n  t h a n  was p l a n n e d ) ,  and m i l i t a r y  c o s t s  a r e  
l i k e l y  t o  c o n t i n u e  t o  be a  ma jo r  burden on t h e  Chinese  economy. 

F o r  a  p o o r  c o u n t r y  -- r e l y i n g  mainly on i t s  own 



r e s o u r c e s  -- t o  a t t e m p t  t o  s u p p o r t  a  huge t o t a l i t a r i a n  regime and 
t o  b u i l d  up modern m i l i t a r y  power a t  t h e  same t ime  t h a t  i t  embarks 
upon a  l a r g e - s c a l e  economic development program i s  a m b i t i o u s  i n -  
deed. It i s  n o t  s u r p r i s i n g  t h a t  t h e  burden  on t h e  p o p u l a t i o n  i s  
mass ive .  There seems t o  be l i t t l e  p r o s p e c t ,  f u r t h e r m o r e ,  t h a t  
e i t h e r  a d m i n i s t r a t i v e  o r  m i l i t a r y  c o s t s  can b e  reduced  i n  t h e  
f o r e s e e a b l e  f u t u r e ,  and t h e  c o s t  of  economic development  w i l l  
t h e r e f o r e  be  super imposed  upon t h e  economic burden  of  m a i n t a i n i n g  
i n t e r n a l  and i n t e r n a t i o n a l  power. 

C u l t u r e ,  Educa t ion ,  and H e a l t h ,  S i n c e  1949  t h e  Chinese  
Communists1 e x p e n d i t u r e s  on c u l t u r a l  a c t i v i t i e s ,  e d u c a t i o n ,  and 
h e a l t h  have g r e a t l y  expanded. I n  1950 t h i s  i t e m  of  t h e  budget  
amounted t o  U.S.$319 m i l l i o n ;  t h e  1954 budge t  a l l o t s  U,S.$l.S b i l -  
l i o n  t o  t h e s e  p u r p o s e s  ( i n c l u d i n g  r e l i e f  and p e n s i o n s ) .  

G r e a t  emphasis  i s  p l a c e d  upon " c u l t u r e w  and e d u c a t i o n  
i n  Communist China,  b e c a u s e  a c t i v i t i e s  i n  t h e s e  f i e l d s  a r e  e s s e n-  
t i a l  t o  t h e  p o l i t i c a l  and economic aims of t h e  regime. The 
Communists want t o  mold t h e  minds of  t h e  new g e n e r a t i o n  i n  China 
and t o  t u r n  o u t  thousands  of t e c h n i c i a n s  f o r  modern economic- 
development  p r o j e c t s .  A c t u a l l y ,  i t  might  be more a c c u r a t e  t o  
l a b e l  t h e s e  e x p e n d i t u r e s  "propaganda, i n d o c t r i n a t i o n ,  and t e c h n i c a l  
t r a i n i n g . "  It i s  t r u e ,  however, t h a t  t h e  number of s c h o o l s  and 
s t u d e n t s  i n  China  h a s  grown t remendous ly .  The Communists p l a n  t o  
e n r o l l  o v e r  90,000 s t u d e n t s  i n  i n s t i t u t i o n s  of  h i g h e r  l e a r n i n g  
and a lmos t  1.5 m i l l i o n  i n  middle  s c h o o l s  ( i n c l u d i n g  t e c h n i c a l  and 
a d u l t  midd le  s c h o o l s )  d u r i n g  1954,  It i s  a l s o  t r u e  t h a t  p u b l i c  
h e a l t h  and  /medicine,  of a l o w- l e v e l  s o r t ,  have been e x t e n d e d  t o  
an  unpreceden ted  e x t e n t ,  A m a j o r i t y  of t h e  - h s i e n  ( c o u n t i e s )  i n  
China now have " c l i n i c s n  o f  one k i n d  o r  a n o t h e r ,  and t h e  Communists 
c l a i m  t h a t  i n  1954  t h e  number of  h o s p i t a l  beds  i n  China w i l l  
i n c r e a s e  t o  o v e r  200,000. 

, Even though accomplishments  i n  t h e s e  f i e l d s  have been 
c o n s i d e r a b l e ,  i t  i s  d i f f i c u l t  t o  accoun t  f o r  t h e  huge sums of  
money a l l o t t e d  t o  them i n  t h e  budge t s ,  i f  one examines t h e  s p e c i f i c  
accompl ishments  made, Consequent ly,  non-Communist e s t i m a t e s  of  
e x p e n d i t u r e s  i n  t h e s e  f i e l d s  a r e  much lower  t h a n  o f f i c i a l  c l a i m s  
and a r e  n e a r e r  t o  U.S.$SOO n i l l i o n  t h a n  t o  U.S.$1.5 b i l l i o n ,  

I n v e s t m e n t s  i n  ~ a t i o n a l  C o n s t r u c t i o n ,  A f t e r  a l l  t h e  
e x p e n d i t u r e s  a l r e a d y , d e s c r i b e d ,  how much do t h e  Chinese  Communists 
have l e f t  f o r  i n v e s t m e n t s  i n  economic development ,  and how, 
s p e c i f i c a l l y ,  a r e  t h e y  i n v e s t i n g  i t ?  T h i s  i s  t h e  key q u e s t i o n ,  
i f  one i s  a t t e m p t i n g  t o  a n a l y z e  t h e  p r e s e n t  development  program 
i n  China and t o  a r r i v e  a t  some e s t i m a t e  of  t h e  r e s o u r c e s  b e i n g  
devo ted  t o  it. 

From 1950 th rough  1952, i n v e s t m e n t s  i n  economic develop-  
ment appea red  i n  Chinese  Communist b u d g e t s  under  t h e  l a b e l  of 
n i n v e s t m e n t s  i n  s t a t e  e n t e r p r i s e s w;  s i n c e  1953  t h e y  have appea red  
under  a  c a t e g o r y  c a l l e d  " n a t i o n a l  economic c o n s t r ~ c t i o n . ~  O f f i c i a l  
budge t  s t a t e m e n t s  show a  t remendous r i s e  i n  t h e s e  e x p e n d i t u r e s ,  



from U.S.$733 m i l l i o n  i n  1950 t o  ~ . S . $ 4 . 7 8  b i l l i o n  i n  1954,  These 
f i g u r e s  i n d i c a t e  an i b c r e a s e  of  o v e r  650 p e r  c e n t ,  and an i n c r e a s e  
a s  a  p e r c e n t a g e  of  a n n u a l  b u d g e t s  f rom 25 p e r  c e n t  t o  45 p e r  c e n t .  
The Ch inese  Communists now c la im,  i n  s h o r t ,  t h a t  t h e y  a r e  d e v o t i n g  
a lmos t  h a l f  of  t h e i r  t o t a l  e x p e n d i t u r e s  t o  economic development ,  
and t h a t  t h e s e  e x p e n d i t u r e s  a r e  by f a r  t h e  l a r g e s t  i t e m  i n  t h e  
budge t ,  

A s  i m p l i e d  e a r l i e r ,  t h e s e  f i g u r e s  a r e  n o t  e a s y  t o  
e v a l u a t e .  To what d e g r e e  do t h e y  c o n c e a l  e x p e n d i t u r e s  which a r e  
c l e a r l y  m i l i t a r y ?  To what  e x t e n t  a r e  o p e r a t i n g  c o s t s ,  a s  c o n t r a s t e d  
w i t h  new i n v e s t m e n t s ,  i n c l u d e d  i n  t h e s e  f i g u r e s ?  How much o f  t h e  
i n v e s t m e n t s  a r e  mere ly  f o r  r e p a i r  and main tenance  of e x i s t i n g  
c a p i t a l  equipment  r a t h e r  t h a n  f o r  new p r o j e c t s ?  These and o t h e r  I 

q u e s t i o n s  a r e  d i f f i c u l t  t o  answer on t h e  b a s i s  of a v a i l a b l e  d a t a ,  
Some non-Communist economis t s  s c a l e  down t h e  o f f i c i a l  e s t i m a t e s  
by  a s  much as 50 p e r  c e n t ,  b u t  t h e r e  i s  a  l o t  of guesswork 
i n v o l v e d  i n  any  e f f o r t  t o  i n t e r p r e t  t h e  o f f i c i a l  c l a i m ,  T h i s  
much i s  c l e a r ,  however; t h e  Chinese  Communists a r e  d e v o t i n g  v e r y  
l a r g e  sums of  money t o  economic development  p r o j e c t s ,  and t h e s e  
sums undoub ted ly  a r e  t h e  e q u i v a l e n t  of  b i l l i o n s  o f  U.S, d o l l a r s .  
There  can  b e  v e r y  l i t t l e  argument w i t h  t h e  Chinese  Communists1 
c l a i m  t h a t  t h e y  a r e  i n v e s t i n g  a l a r g e r  s h a r e  of C h i n a I s  n a t i o n a l  
income i n  modern economic development  t h a n  any p r e v i o u s  regime 
h a s  done i n  Chinese  h i s t o r y .  

Up u n t i l  t h e  end of 1952, most of  t h e  Ch inese  Communistst 
i n v e s t m e n t s  were, a d m i t t e d l y ,  d e v o t e d  t o  r e s t o r a t i o n  of  t h e  
economy r a t h e r  t h a n  t o  new p r o j e c t s ,  However, s i n c e  1953,  when 
C h i n a ' s  f i r s t  F i v e  Year P l a n  was f o r m a l l y  i n i t i a t e d ,  t h e  Chinese  
Communists have c l a imed  t h a t  t h e y  a r e  i n v e s t i n g  i n c r e a s i n g  amounts 
i n  new p r o j e c t s ,  T h e i r  breakdown of  e x p e n d i t u r e s  on "economic 
c o n s t r u c t i o n n  d u r i n g  t h e  p a s t  two y e a r s  i s  a  r e v e a l i n g  i n d i c a t i o n ,  
t h e r e f o r e ,  of  t h e  g e n e r a l  p a t t e r n  of i n v e s t m e n t  i n  t h e i r  deve lop-  
ment program, even i f  t h e  s p e c i f i c  f i g u r e s  must  be  viewed w i t h  
some s k e p t i c i s m ,  

Modern i n d u s t r y  i e  t h e  h e a r t  of  t h e  Chinese  Communists1 
program, and  c o n s e q u e n t l y  i t  i s  r e c e i v i n g  t h e  b u l k  of  c u r r e n t  
i n v e s t ~ e n t s .  I n  1953  and i n  1954,  i n d u s t r y  a c c o u n t s  f o r  o v e r  
U.S.$2 b i l l i o n  and between 45 and 50 p e r  c e n t  of  t o t a l  e x p e n d i t u r e s  
on economic c o n s t r u c t i o n ,  Most of  t h i s ,  f u r t h e r m o r e ,  i s  b e i n g  
devo ted  t o  heavy i n d u s t r i e s  which produoe  c a p i t a l  goods,  r a t h e r  
t h a n  t o  l i g h t  i n d u s t r i e s  which p roduce  consumer goods,  T h i s ' y e a r ,  
f o r  exampler, a lmos t  f o u r - f i f t h s  of  e x p e n d i t u r e s ~ o n  i n d u s t r y  a r e  
a l l o t e d  t o  heavy i n d u s t r y  and o n l y  o n e- f i f t h  t o  l i g h t  i n d u s t r y .  

T r a n s p o r t  and communications,  which a r e  v i t a l  t o  modern 
i n d u s t r i a l i z a t i o n ,  r e c e i v e  second p r i o r i t y ,  L a s t  y e a r  a b o u t  
U.S .$SO0 m i l l i o n ,  and t h i s  y e a r  r o u g h l y  U.S .#75O m i l l i o n ,  have 
been earmarked f o r  i n v e s t m e n t s  i n  t h e s e  f i e l d s .  The l a r g e s t  
s i n g l e  f i e l d  of  i n v e s t m e n t s  under  t h i s  g e n e r a l  c a t e g o r y  c o n s i s t s  
of r a i l w a y  c o n s t r u c t i o n .  



- 
By c o n t r a s t ,  a g r i c u l t u r e  ( i n c l u d i n g  f o r e s t r y  and  w a t e r  

conse rvancy)  i s  r e c e i v i n g  l i t t l e  new i n v e s t m e n t ,  It i s  t r u e  
t h a t  i n v e s t m e n t s  i n  t h i s  f i e l d ,  which i n  many c a s e s  i n v o l v e  a  
g r e a t  d e a l  of cheap l a b o r  and n o t  v e r y  much e x p e n s i v e  equipment ,  
may w e l l  be more p r o d u c t i v e  p e r  d o l l a r  i n v e s t e d  t h a n  t h o s e  i n  
i n d u s t r y  and t r a n s p o r t ;  n o n e t h e l e s s  t h e  low f i g u r e s  a r e  r a t h e r  
s t a r t l i n g  i n  v i ew of  t h e  f a c t  t h a t  China i s  a n  a g r i c u l t u r a l  
c o u n t r y  i n  which, a t  l e a s t  f o r  a  l o n g  t ime,  a g r i c u l t u r e  must  
p r o v i d e  most of t h e  s u r p l u s  f o r  i n v e s t m e n t  i n  economic development .  
I n  1953  and i n  1954,  a b o u t  U.S.$SOO m i l l i o n ,  o r  o n l y  1 0  p e r  c e n t  
of t o t a l  e x p e n d i t u r e s  on economic c o n s t r u c t i o n ,  have been  a l l o t t e d  
t o  a g r i c u l t u r e ,  I n  t h e  1954 budget ,  a s  a  m a t t e r  of f a c t ,  expendi-  
t u r e s  on a g r i c u l t u r e  a r e  even l o w e r  t h a n  t h o s e  earmarked f o r  
domes t i c  and f o r e i g n  commerce. 

What t h i s  p a t t e r n  of  i n v e s t m e n t  means i s  t h a t  a l t h o u g h  
t h e  p e a s a n t s  and t h e  a g r i c u l t u r a l  economy a r e  t h e  main s u p p o r t s  
of t h e  Chinese  Communistst development  program, most  o f  t h e  
i n v e s t m e n t s  a r e  be ing  made i n  modern i n d u s t r i a l i z a t i o n  i n  urban 
a r e a s .  The p e a s a n t s  a r e  p a y i n g  t h e  g r e a t e r  p a r t  of t h e  b i l l  b u t  
a r e  r e c e i v i n g  few immediate  b e n e f i t s .  Another  f a c t  which t h e s e  
f i g u r e s  r e v e a l  i s  t h a t  most of t h e  c u r r e n t  i n v e s t m e n t s  a r e  b e i n g  
made i n  t h e  k i n d  of i n d u s t r i e s  which w i l l  n o t  c r e a t e  any s i z e a b l e ,  
q u i c k  i n c r e a s e  i n  t h e  Chinese  n a t i o n a l  income, o r  i n  t h e  a v e r a g e  
s t a n d a r d  of l i v i n g ,  The heavy i n d u s t r i e s  on which t h e  Chinese  
Communists a r e  now c o n c e n t r a t i n g  a r e  d e s i g n e d  t o  t u r n  o u t  more 
equipment  f o r  new i n d u s t r i e s ,  which i n  t u r n  can  produce  more 
equipment  f o r  s t i l l  newer i n d u s t r i e s  -- u n t i l  a t  some unknown 
d a t e  i n  t h e  f u t u r e  t h e  economic p l a n n e r s  i n  t h e  Chinese  Communist 
reg ime a r e  s a t i s f i e d  t h a t  t h e y  have c r e a t e d  a power fu l  i n d u s t r i a l  
base .  I f  a  l a r g e r  p r o p o r t i o n  of t h e  i n v e s t m e n t s  were d e v o t e d  t o  
p r o j e c t s  which had a  more immediate impact  upon t h e  n a t i o n a l  
economy and s t a n d a r d  o f  l i v i n g ,  t h e  burden  of s q u e e z i n g  t h e  
n e c e s s a r y  " s a v i n g s w  f o r  economic development  o u t  of t h e  p o p u l a t i o n  
might  g r a d u a l l y  become l i g h t e r .  But t h i s  would be  a s l o w e r  
p r o c e s s ,  and t h e  Chinese  Communists a r e  d e t e r m i n e d  t o  t r y  t o  
i n d u s t r i a l i z e  r a p i d l y ,  The p r e s e n t  burden on t h e  Chinese  popu la-  
t i o n  i s  n o t  t h e  p r i m a r y  c o n c e r n  of t h e  Conununists; t h e y  have 
t h e i r  e y e s  f o c u s e d  on t h e  f u t u r e .  

F o r e i g n  Exchange and C a p i t a l  Equipment. To c a r r y  o u t  
t h e i r  p r e s e n t  i n d u s t r i a l - d e v e l o p m e n t  program, t h e  Chinese  Communists 
f a c e  a d i f f i c u l t  problem of  a c q u i r i n g  f o r e i g n  exchange a s  w e l l  as 
accumula t ing  domes t i c  c a p i t a l .  Dur ing  t h e  i n i t i a l  s t a g e s  of 
i n d u s t r i a l i z a t i o n  most of  t h e  c a p i t a l  equipment  r e q u i r e d  f o r  b u i l d -  
i n g  new f a c t o r i e s ,  expanding  e x i s t i n g  ones ,  and even m a i n t a i n i n g  
o l d  p l a n t s  must be impor ted  from abroad .  Ch ina ' s  machine indus-  
t r i e s  a r e  s t i l l  undeveloped;  t h e  l a r g e s t  c e n t e r  of such  i n d u s t r i e s  
i n  t h e  p a s t  was Manchuria,  and i n  1945-46 S o v i e t  t r o o p s  removed 
( a c c o r d i n g  t o  p o s t w a r  s u r v e y s )  70 t o  80 p e r  c e n t  of  t h e  c a p a c i t y  
of Manchur ia ' s  metal- working i n d u s t r i e s .  

Communist Ch ina ' s  d e c i s i o n  i n  19/49 t o  n l e a n  t o  one 
s i d e w  -- i . c , ,  t o  a l i g n  i t s e l f  c o m p l e t e l y  w i t h  t h e  S o v i e t  



b l o c  -- and i t s  moves t o  c h a l l e n g e  Western m i l i t a r y  power i n  
Korea have a c c e n t u a t e d  t h e  problem, because  China t h e r e b y  c u t  
i t s e l f  o f f  f rom any  p o s s i b i l i t y  of Western l o a n s  and i n v e s t m e n t s  
and b r o u g h t  upon i t s e l f  a  Western embargo on t h e  t y p e  of i n d u s-  
t r i a l  equipment  most u r g e n t l y  needed f o r  i t s  development program. 
The pace  of Communist C h i n a ' s  i n d u s t r i a l  development  a t  p r e s e n t  
depends v e r y  d i r e c t l y ,  t h e r e f o r e ,  upon t h e  a b i l i t y  and w i l l i n g n e s s  
of Sov ie t- b loc  n a t i o n s  t o  e x p o r t  i n d u s t r i a l  equipment  t o  China, 
and much of  t h e  equipment  which China needs  b e l o n g s  t o  c a t e g o r i e s  
which a r e  s t i l l  i n  s h o r t  s u p p l y  t h r o u g h o u t  t h e  S o v i e t  b loc .  

The problem of p a y i n g  f o r  e s s e n t i a l  i m p o r t s  i s  d i f f i c u l t ,  
a l s o ,  because  China i s  now r e c e i v i n g  v e r y  l i t t l e  f o r e i g n  a s s i s t a n c e  
i n  t h e  form of l o a n s  o r  g r a n t s ,  and it must t h e r e f o r e  e x p o r t  t o  
pay  f o r  a l m o s t  all of i t s  i m p o r t s  -- i n c l u d i n g  t h o s e  f rom t h e  
S o v i e t  b loc .  One of  t h e  most s u r p r i s i n g  a s p e c t s  of S i n o - S o v i e t  
r e l a t i o n s  i s  t h e  f a i l u r e  of t h e  Russ ians  t o  g i v e  g r e a t e r  f i n a n c i a l  
a s s i s t a n c e  t o  China. No f r e e  g r a n t s  from t h e  U.S,S.R. t o  Communist 
China have e v e r  been r e v e a l e d ,  and t o  d a t e  t h e  o n l y  l o a n  made 
p u b l i c  h a s  been t h e  1950 f i v e- y e a r  l o a n  of UbS,$300 m i l l i o n  -- 
i . e . ,  U.S.$60 m i l l i o n  a y e a r  -- which h a s  a  low i n t e r e s t  r a t e  of  
one p e r  cent; a n n u a l l y  b u t  must be r e p a i d  i n  t e n  y e a r l y  i n s t a l l m e n t s ,  
t o  be comple ted  by 1963. It i s  p o s s i b l e  t h a t  t h e r e  h a s  been  some 
s e c r e t  f i n a n c i a l  a i d  f o r  m i l i t a r y  p u r p o s e s ,  b u t  i t  seems u n l i k e l y  
t h a t  a d d i t i o n a l  a i d  f o r  economic p u r p o s e s  would have remained 
concea led .  The S o v i e t  Union i s  send ing  equipment  and t e c h n i c a l  
a d v i s o r s  t o  Communist China (much of t h e  a d v i c e  seems t o  b e  how 
t o  c a r r y  o u t  p r o j e c t s  w i t h  a minimum of equipment) ,  b u t  t h e  
Chinese  a p p a r e n t l y  must p a y  f o r  a l m o s t  a l l  of  t h i s  S o v i e t  assist-  
ant e  , 

The Chinese  problem of  pay ing  f o r  e s s e n t i a l  i m p o r t s  can  
be  b e t t e r  unders tood  i f  it i s  r e a l i x e d  t h a t  i n  t h e  p a s t  China h a s  
always had a v e r y  u n f a v o r a b l e  b a l a n c e  of  t r a d e ,  and a s i z e a b l e  
p e r c e n t a g e  o f  i t s  i m p o r t s  have  been p a i d  f o r  w i t h  f o r e i g n  exchange 
a c q u i r e d  f rom r e m i t t a n c e s  from Overseas  Chinese and from f o r e i g n  
l o a n s  and i n v e s t m e n t s .  ( ~ e f  o r e  t h e  Sino- Japanese  War, t h e r e  were 
U.S.$3.2 b i l l i o n  of f o r e i g n  c a p i t a l  i n v e s t e d  i n  Chinese  i n d u s t r y ,  
which was a  l a r g e  p e r c e n t a g e  of t h e  t o t a l  c a p i t a l i z a t i o n  of 
i n d u s t r y  i n  Ch ina , )  A 1 1  of t h e s e  s o u r c e s  of  f o r e i g n  exchange 
have been c u t  o f f  o r  reduced.  Fur thermore ,  a t  p r e s e n t ,  C h i n a ' s  
p o t e n t i a l  e x p o r t s  a r e  l a r g e l y  a g r i c u l t u r a l  commodities,  s p e c i a l i z e d  
m e t a l s ,  and n a t i v e  p r o d u c t s  -- none of  which have u n l i m i t e d  
p o s s i b i l i t i e s  of  expans ion .  

Communist Ch ina ' s  p r e s e n t  problem of pay ing  f o r  needed 
i m p o r t s  i s  f u r t h e r  c o m p l i c a t e d  by t h e  f a c t  t h a t  a r a d i c a l  r e o r i e n t a -  
t i o n  of C h i n a ' s  f o r e i g n  t r a d e  -- a s h i f t  f rom t h e  West t o  t h e  
S o v i e t  b l o c  -- h a s  t a k e n  p l a c e ,  and t h e r e  i s  c o n s i d e r a b l e  ev idence  
t h a t  i n c r e a s e d  c o s t s  of t r a n s p o r t  and u n f a v o r a b l e  t e rms  of b a r t e r  
exchange mean t h a t  China must pay  v e r y  h i g h  p r i c e s  f o r  i m p o r t s  
from t h e  S o v i e t  b l o c .  To t h e  e x t e n t  t h a t  t h i s  i s  t r u e ,  i t  f o r c e s  
China t o  e x p o r t  even more t h a n  would o t h e r w i s e  be n e c e s s a r y  t o  pay  
f o r  t h e  equipment  needed f o r  i t s  i n d u s t r i a l  development.  



A s  a r e s u l t  of t h e s e  f a c t o r s ,  t h e  Chinese  Communists 
have had t o  u s e  e v e r y  p o s s i b l e  means t o  develop  e x p o r t s  -- 
mainly  t o  t h e  S o v i e t  b l o c  b u t  a l s o  t o  some non-Communist c o u n t r i e s  -- 
a l t h o u g h  t h i s  i n v o l v e s  r e d u c i n g  t h e  s u p p l i e s  of e s s e n t i a l  
commodit ies  a v a i l a b l e  t o  t h e  Chinese  p o p u l a t i o n ,  Even b a s i c  
f o o d s t u f f s ,  such  a s  g r a i n ,  po rk ,  and v e g e t a b l e  o i l s  -- which a r e  
now i n  v e r y  s h o r t  s u p p l y  w i t h i n  China -- have been e x p o r t e d  i n  
s i z e a b l e  q u a n t i t i e s  f o r  t h e  f i r s t  t ime  i n  modern Chinese  h i s t o r y ,  
and Chinese  consumers have been c o n f r o n t e d  w i t h  s e r i o u s  s h o r t a g e s  
and have been o f f e r e d  i n f e r i o r  q u a l i t i e s  of t h e s e  f o o d s t u f f s .  

By tremendous e f f o r t s  and r i g i d  c o n t r o l s ,  t h e  Chinese  
Communists have r e s t o r e d  t h e i r  f o r e i g n  t r a d e  t o  prewar  l e v e l s ,  
d e s p i t e  t h e  embargo r e s t r i c t i n g  t r a d e  w i t h  t h e  West. By 1952 
C h i n a ' s  i m p o r t s  and e x p o r t s  p r o b a b l y  t o t a l e d  abou t  U.S.$2.15 b i l -  
l i .on;  72 p e r  c e n t  of t h i s  t o t a l  was w i t h  t h e  S o v i e t  Union. L a s t  
y e a r ,  i m p o r t s  and e x p o r t s  i n c r e a s e d  s t i l l  f u r t h e r .  I n  t r a d e  
w i t h  Western  c o u n t r i e s ,  Communist China i n  t h e  f i r s t  h a l f  of  1953 
i n c r e a s e d  i t s  i m p o r t s  and e x p o r t s  t o  U.S.$163 m i l l i o n  and 
U,S.$205 m i l l i o n ,  r e s p e c t i v e l y  -- compared t o  U.S.$2SO m i l l i o n  
and U.S.$325 m i l l i o n  f o r  t h e  whole of  1952. By t h e  end of  1953, 
Communist China c l a i m e d  t h a t  t o t a l  f o r e i g n  t r a d e  f o r  t h e  y e a r  was 
36 p e r  c e n t  above 1952, and t h a t  75 p e r  c e n t  of t h i s  t r a d e  was 
w i t h  t h e  S o v i e t  b l o c .  E f f o r t s  t o  push t r a d e ,  p a r t i c u l a r l y  w i t h  
Western c o u n t r i e s ,  a r e  c o n t i n u i n g .  

The p e r c e n t a g e  o f  t o t a l  i m p o r t s  c o n s i s t i n g  of equipment  
and m a t e r i a l s  needed f o r  i n d u s t r i a l i z a t i o n  h a s  i n c r e a s e d  s t e a d i l y .  
The Chinese  Communists have r e s t r i c t e d  p u r c h a s e s  o f  consumer goods 
t o  a b a r e  minimum, and t h e y  c l a i m  t h a t  i n  1953 n p r o d u c t i o n  
m a t e r i a l s n  c o n s t i t u t e d  87 p e r  c e n t  of  t o t a l  i m p o r t s .  Th i s  means 
t h a t  t o  t h e  maximum e x t e n t  p o s s i b l e  t h e  Chinese  a r e  u t i l i z i n g  
t h e i r  l i m i t e d  r e s o u r c e s  of  f o r e i g n  exchange f o r  i m p o r t s  r e l a t e d  
d i r e c t l y  t o  t h e i r  development  program, 

A 1 1  of  t h e s e  f a c t s  i n d i c a t e  t h a t  t h e  Chinese  Communists 
a r e  doing  e v e r y t h i n g  p o s s i b l e  t o  focus .  f o r e i g n  t r a d e  p o l i c i e s  on 
t h e  t a s k  of s u p p o r t i n g  t h e i r  program of  i n d u s t r i a l i z a t i o n ,  b u t  i t  
seems i n e v i t a b l e  t h a t  t h e y  w i l l  f a c e  a c o n t i n u i n g  problem of 
o b t a i n i n g  and pay ing  f o r  needed c a p i t a l  equipment f rom abroad.  
I n  t h e  immediate p o s t w a r  p e r i o d  -- b e f o r e  t h e  Communist t ake- over  
i n  China -- one American e s t i m a t e  i n d i c a t e d  t h a t ,  f o r  China t o  
i n d u s t r i a l i z e  a t  t h e  .pace  which Japan  a c h i e v e d  d u r i n g  t h e  e a r l y  
s t a g e s  of i t s  development,  China would need f o r e i g ' n  l o a n s  t o t a l i n g  
o v e r  U.S.$13 b i l l i o n  i n  t h e  f i r s t  t e n  y e a r s .  Now Communist China 
i s  a t t e m p t i n g  t o  accompl ish  t h e  t a s k  l a r g e l y  on i t s  own, w i t h  
a lmos t  no s i z e a b l e  f o r e i g n  f i n a n c i a l  a s s i s t a n c e  even f rom t h e  
S o v i e t  b l o c .  

"Promote t h e  S p i r i t  of Hard S t r u g g l e . "  "Our c o u n t r y  w i l l  
i n d u s t r i a l i z e  i t s e l f  and a c h i e v e  S o c i a l i s m  s t e p  by s t e p , n  s a i d  t h e  
o f f i c i a l  Pek ing  P e o p l e t s  D a i l y  i n  an e d i t o r i a l - n o t  l o n g V a g o .  
"This  i s  t h e  g r e a t e s t  c a u s e ,  unpreceden ted  i n  t h e  h i s t o r y  o f  China. 
It  i s  t h e  most g l o r i o u s  t a s k  o f - a l l  p a t r i o t i c  p e o p l e  t o  s t r u g g l e  



f o r  t h i s  g r e a t  c a u s e ,  E v e r y t h i n g  f o r  t h e  b u i l d i n g  o f  t h e  F a t h e r -  
l a n d  -- s u c h  i s  o u r  p a t r i o t i c  s l o g a n  of  today. t t  It c o n t i n u e d :  
"It i s  of c o u r s e  n o t  e a s y  t o  a c q u i r e  t h e  v a s t  amount of  f u n d s  
r e q u i r e d  f o r  i n d u s t r i a l i ~ a t i o n . ~  It conoluded:  t h e  " s m a l l  
b e t t e r m e n t  of  today  mast be s u b o r d i n a t e d  t o  t h e  b i g  b e t t e r m e n t  
of  tomorrow. * 

HPromote t h e  S p i r i t  of Hard S t r u g g l e N  -- t h i s  was t h e  
t i t l e  o f  t h e  e d i t o r i a l ,  and t h i s  i s  t h e  b a s i c  theme of  Communist 
C h i n a ' s  economic development  program, The c o u r s e  which t h e  
Chinese  Communists have adop ted  i s  a h a r d  one, and t h e  p r e s e n t  
g e n e r a t i o n  of  Chinese  i s  be ing  f o r c e d  t o  s a c r i f i c e  f o r  t h e  
f u t u r e .  



TABLE I 
( O f f i c i a l  Cla ims)  

N a t i o n a l  Budget  - Revenue and E x p e n d i t u r e s  

U-S, D o l l a r  F i g u r e s  

(Conver ted  t o  U.S,$ a t  O f f i c i a l  Exchange ~ a t e s )  
( F i g u r e s  i n  M i l l i o n s  of  u , S . $ )  

Revenue 

A g r i c u l t u r a l  Tax 
( P u b l i c  G r a i n )  

Urban Taxes ( I n d u s t r i a l  & 
Commercial Taxes)  

O t h e r  Taxea 
E a r n i n g s  f rom S t a t e  

E n t e r p r i s e s  
Income f rom C r e d i t  & 

I n s u r a n c e  
Othe r  Income 
T o t a l  Revenue 

1950 
F i n a l  
C l a i m  - 

807 

1,262 
28 

367 

138 
359 

2,961 - 

I E x p e n d i t u r e s  

M i l i t a r y  E x p e n d i t u r e s  
( ~ a t i o n a l  Defense )  

A d m i n i s t r a t i v e  Expenses 
I n v e s t m e n t  i n  S t a t e  E n t e r-  

p r i s e s  ( N a t i o n a l  Con- 
s t r u c t i o n )  

C u l t u r a l ,  E d u c a t i o n a l ,  
H e a l t h  Expenses,  e t c .  

O the r  
T o t a l  E x p e n d i t u r e s  

l Y 2 U  
F i n a l  
C l a i m  - 

1P51 
F i n a l  
Claim 

917 

2,470 
47 

240 
1,045 
6,009 - 

"Tm 
F i n a l  
C l a i m  

1 ,082 

2,914 
55 

1 0 6  
1, 858 
7,983 - 

1953 
Fore-  
c a s t  

3,695 
66 

2,957 

434 
1 ,629 
9,865 

m 
Fore-  
c a s t  

m 
F i n a l  
C l a i m  - 

X 

X 

X 

X 

X 
X 

9,103 - 

1954 
Fore-  
c a s t  

1 ,013 

4 a 413) 
1 

3,521 

1 
849) 

9,796 

1953  1954 
F i n a l  Fore-  
C l a i m  c a s t  

d + )  2,225 
x 1,980' 

do) 4,784 

Sources :  Po Yi-po r e p o r t  on t h e  1950  budget ,  ~ e c e m b e r ~ l 9 4 9 .  
Po Xi-po r e p o r t  on t h e  1 9 5 3  budget ,  ( c o n t a i n i n g  a l s o  

r e v i s e d  d a t a  on t h e  budge t s  f o r  1950-1952), 
F e b r u a r y  1 2 ,  1953. 

Teng Hsiao- ping r e p o r t  on t h e  1 9 5 3  and 1954  budge t s ,  
June 17 ,  1954. 

* These f i g u r e s ,  as g iven ,  have o b v i o u s l y  been m a n i p u l a t e d  f o r  



propaganda purposes .  The f i n a l  f i g u r e s  f o r  1950, f o r  example,  
d i f f e r  g r e a t l y  from t h e  o r i g i n a l  f o r e c a s t ,  ( I t  was f o r e c a s t  
i n  December 1949 t h a t  t h e  1950 budge t  r evenue  would t o t a l  t h e  
e q u i v a l e n t  of  ~ . S . $ 1 , 6 9 4  m i l l i o n ,  of  which 41  p e r  c e n t  would 
come f rom p u b l i c  g r a i n  and 38.9 p e r  c e n t  f rom urban  t a x e s .  
It was f o r e c a s t  t h a t  e x p e n d i t u r e s  would t o t a l  t h e  e q u i v a l e n t  
of ~ ~ ~ ~ $ 2 , 0 8 4  m i l l i o n ,  of which 38,8 p e r  c e n t  would be m i l i t a r y  
e x p e n d i t u r e s ,  21.4 p e r  c e n t  a d m i n i s t r a t i v e  expenses ,  and 23,9 
p e r  c e n t  i n v e s t m e n t s  i n  s t a t e  e n t e r p r i s e s . )  

Undoubtedly,  n o t  o n l y  have t o t a l  f i g u r e s  been man ipu la t ed o but 
f i g u r e s  have  p r o b a b l y  a l s o  been  s h i f t e d  between d i f f e r e n t  
head ings ,  and r e a l  e x p e n d i t u r e s  i n  v a r i o u s  c a t e g o r i e s  have been  
concea led .  Fur the rmore ,  p a s t  b u d g e t s  have been  r e v i s e d  on t h e  
b a s i s  of r evenue  r e c e i v e d  a t  a l a t e r  d a t e .  

Terminology of  c l a s s i f i c a t i o n  h a s  a l s o  been  a l t e r e d ,  and may 
a c c o u n t  f o r  f u r t h e r  confus ion .  F o r  example, i n  t h e  1953  and 
1954 budgetis t h e  c a t e g o r y  n i n v e s t m e n t s  i n  s t a t e  e n t e r p r i s e s n  
h a s  been changed t o  n e x p e n d i t u r e s  on n a t i o n a l  economic con-  
s t r u a t i o n o n  and i t  i s  n o t  known i f  t h e s e  a r e  i d e n t i c a l .  

The f i g u r e s  used  h e r e  ape  U.S.$ f i g u r e s ,  c o n v e r t e d  from Chinese  
c u r r e n c y  f i g u r e s  a t  p r e v a i l i n g  exchange r a t e s ,  which undoub ted ly  
i n f l a t e  t h e  U.S.$ f i g u r e s  somewhat. 

The l a t e s t  1 9 5 3  budge t  c l a i m s  admi t  t h a t  m i l i t a r y  e x p e n d i t u r e s  
were h i g h e r  and i n v e s t m e n t s  i n  s t a t e  e n t e r p r i s e s  l o w e r  t h a n  t h e  
o r i g i n a l  f o r e c a s t .  

The f i g u r e s  from 1952 on i n c l u d e  s u b s i d i e s  f o r  l o c a l  government 
e x p e n d i t u r e s ,  

The above f i g u r e s  on t h e  1954 f o r e c a s t  do n o t  i n c l u d e  w r e v e n u s w  
" c a r ~ i e d  overn  f rom l a s t  y e a r ' s  n s u r p l u s . n  (They u s e  a f i g u r e  
for t h i s  e q u i v a l e n t  t o  ~ ~ ~ ~ $ 1 , 3 8 6  m i l l i ~ n . )  "Other  incomen 
undoubtedly  i n c l u d e s  income gram t h e  19SL bo-nds, c l a i m e d  t o  be 
U.S.$345 m i l l i o n  by t h e  end o f  A p r i l  195h. I n  t h e  f i g u r e s  
y e l e a s e d  on e x p e n d i t u r e s ,  t h e r e  i s  no breakdown of nadminis-  
t r a t i v e n  expenses  and n o t h e r n  expenses ;  t h e  above f i g u r e  under  
@ a d m i n i s t r a t i v e  expenses"  i n c l u d e s  b o t h ,  



TABLE I1 
( O f f i c i a l  Claim$) 

N a t i o n a l  Budget - Revenue and E x p e n d i t u r e s  

D i s t r i b u t i o n  of Revenue and E x p e n d i t u r e s  

( I n d i v i d u a l  I t ems  a s  P e r c e n t a g e  of T o t a l  
Revenue and Expend i tu res  Each Year) 

I Revenue 
- 

A g r i c u l t u r a l  Tax 
( P u b l i c  G r a i n )  

J rban Taxeq ( I n d u s t r i a l )  
& Commercial Taxes) ) 

3 t h e r  Taxes 
k a r n i n g s  from S t a t e  

1 

E n t e r p r i s e s  
Income from C r e d i t  & 

I n s u r a n c e  
3 t h e r  Income 
p o t a l  

1 Expend i tu res  

i l i t a r y  E x p e n d i t u r e s  
d r n i n i s t r a t i v e  Expenses 
nves tment  i n  S t a t e  

E n t e r p r i s e s  
u l  t u r o l ,  E d u c a t i o n a l ,  

H e a l t h  Expenses 
t h e r  
o t a l  

rn 
F i n a l  
Claim - 
41.5 
19.3 

25.5 

11.1 
2.6 

100.0 

-nr 
F i n a l  
C l a i m  

42.5 
14.7 

29.5 

11.3 
2.0 

100.0 

T F Z -  
F i n a l  
Claim 

13.6 
1 

37.2) 
1 

24.7 

1.3 
23.2 

10000 

T3?T 
F i n a l  
C l a i m  

26.2 
11.8 

44.8 

13.7 
3.5 

1 0 0  . 0 

Fore-  Fore-  -TI 

(1953 F o r e c a s t  breakdown does  n o t  i n c l u d e  nReserve Fundn which 
e q u a l s  U.S. $6S4.03 m i l l i o n  o r  6.63 p e r  c e n t . )  

" n ~ d m i n i s t r a t i v e "  and mothern expenses  a r e  n o t  d i f f e r e n t i a t e d  
i n  t h e  195b f o r e c a s t .  



TABLE I11 
( O f f i c i a l  Cla ims)  

N a t i o n a l  Budget - Revenue and E x p e n d i t u r e s  

Comparat ive R i s e s  o f  Revenue and E x p e n d i t u r e s  

(Comparat ive P e r c e n t a g e  R i s e  i n  I n d i v i d u a l  I t ems  S i n c e  1950)  

( Index:  1950  = 1 0 0 )  

Revenue 

A g r i c u l t u r a l  Tax 
( P u b l i c  G r a i n )  

Urban Taxes ( I n d u s t r i a l  
& Commercial) 

Other  Taxes 
Earn ings  f rom S t a t e  

E n t e r p r i s e s  
Income f rom C r e d i t  & 

I n s u r a n c e  
Other  I n s u r a n c e  

1950 
F i n a l  
C l a i m  

1 0 0  

1 0 0  
1 0 0  

1 0 0  

1 0 0  
1 0 0  

E x p e n d i t u r e s  

M i l i t a r y  E x p e n d i t u r e s  
~ d m i n f s t r a t i v e  Expenses 
Inves tmen t  i n  S t a t e  

E n t e r p r i s e s  
C u l t u r a l ,  E d u c a t i o n a l ,  

H e a l t h  Expenses 
Othe r  

1951 
F i n a l  
C l a i m  

113.58 

195.72 
1 6 5  64 

351.20 

173.43 
291.55 

19J2- 
F i n a l  
C l a i m  

l34.Ol 

230.88 
196.45 

535.71 

76.61 
518.21 

C l a i m  I Claim 
I 

Tm- 
Fore-  
c a s t  

134.32 

292.75 
234.14 

804.92 

313 . 78 
454.31 

\ 

1954 
Fore-  
c a s t  

125.52 

349.68 

959 . 40 

170.82 

Fore-  Fore-  

*1n t h e  1954 f o r e c a s t ,  t h e r e  i s  no  breakdown of " A d m i n i s t r a t i v e n  
and "Othern expenses .  



TABLE I V  
( O f f i c i a l  Cla ims)  

Nak iona l  Budget - 1953  E x p e n d i t u r e s  ( F o r e c a s t )  

E x p e n d i t u r e s  on HNational  C o n s t r ~ c t i o n ~ ~  

U.S. D o l l a r  F i g u r e s  

( c o n v e r t e d  t o  u,S.$ a t  O f f i c i a l  Exchange ~ a t e s )  

T o t a l  WNational C o n s t r u c t i o n u  
I n d u s t r y  
A g r i c u l t u r e ,  F o r e s t r y ,  Conservancy 
F o r e i g n  and Domestic Commerce 
T r a n s p o r t  and Communications 
Not S p e c i f i e d  

t 

I t e m  

1 

TABLE V 
( O f f i c i a l  Cla ims)  

N a t i o n a l  Budget - 1954 E x p e n d i t u r e s  ( F o r e c a s t )  

E x p e n d i t u r e s  on n N a t i o n a l  C o n s t r u c t i o n n  

U.S. D o l l a r  F i g u r e s  

(Conver ted  t o  U.S.$ a t  O f f i c i a l  Exchange R a t e s )  

M i l l i o n s  of 
U.S.96 

P e r c e n t a g e  of 
T o t a l  I t e m  

T o t a l  n N a t i o n a l  C o n s t r u c t i o n t t  
I n d u s t r y  - T o t a l  

Heavy I n d u s t r y  
L i g h t  I n d u s t r y  

A g r i c u l t u r e ,  F o r e s t r y ,  Conservancy 
F o r e i g n  and Domestic Commerce 
T r a n s p o r t  and Communications 
Not S p e c i f i e d  

I tern P e r c e n t a g e  of 
T o t a l  I t e m  

M i l l i o n s  of 
u e s e q b  



TABLE VI 
 on-Communist E s t i m a t e s )  

N a t i o n a l  Budget - Revenue and E x p e n d i t u r e s  

A - U.S.$  F i g u r e s ,  E s t i m a t e s   illio ions o f  $)  
B - P e r c e n t a g e  of Revenue o r  E.xpenditure  f o r  

t h e  Year 
C - P e r c e n t a g e  R i s e  o f  I t em s i n c e  1950 

Revenue 

A g r i c u l t u r a l  Tax 
( P u b l i c  G r a i n )  

Urban Taxes ( I n-  
d u s t r i a l  & 
Commercial) 

Other  Taxes 
Earn ings  f rom 

S t a t e  E n t e r-  
p r i s e s  

Income f rom 
C r e d i t  & 
I n s u r a n c e  

Other  Income 
T o t a l  Revenue 

E x p e n d i t u r e s  

M i l i t a r y  Expend- 
i t u r e s  

A d m i n i s t r a t i v e  
Expenses 

Inves tmen t  i n  
S t a t e  E n t e r-  
p r i s e s  

Cul tura1 ,Edu-  
c a t i o n a l ,  
H e a l t h  Expense 

Othe r  
T o t a l  Expend- 

i t u r e s  

Note: The non-Communist e s t i m a t e s  c i t e d  i n  Table  VI and Tab le  V I I  
have been made i n  Hong Kong by economis t s  who p r e f e r  n o t  t o  be 
quo ted  by name. The e s t i m a t e s  a r e  based  on a c a r e f u l  s t u d y  of 
a v a i l a b l e  f a c t s  a b o u t  t h e  Ch inese  economy a s  a  whole r a t h e r  t h a n  
on o f f i c i a l  Chinese  Communist c l a i m s .  



TABLE V I I  
( O f f i c i a l  Claims and Non-Communist E s t i m a t e s  Compared) 

N a t i o n a l  Budget - Revenue and E x p e n d i t u r e s  

U.S. D o l l a r  F i g u r e s  
 i ill ions of U . S  .$) 

A - Communist Claims,  Conver ted  a t  O f f i c i a l  Exchange R a t e s  
B - Non-Communist E s t i m a t e  

I T o t a l  Revenue 
T o t a l  E x p e n d i t u r e s  

I Revenue I 

A g r i c u l t u r a l  Tax 
( p u b l i c  G r a i n )  

Urban Taxes ( ~ n d u s t r i a l  & 
Commercial Taxes)  

Othe r  Taxes 
E a r n i n g s  f rom S t a t e  

E n t e r p r i s e s  
Income f rom C r e d i t  & 

I n s u r a n c e  
Othe r  Income 




