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Chinese Situation in 19l

Summary of repcrts in 1944 from U.S, Embassy on economic
ané political conditions in Chinas

In areas controlled by Iuvomintang there are growing con-
centrations of lané holdings, extortionate rents, ruinous interest
rates. The peasants resent conscription and tax abuses., Agrarian
unrest may increase in scale and find political motivation.

. Industrial and handicraft production has been allowed to
run down, It is more profitable for speculatcrs to hold raw
materials, Intellectual and salaried clesses are in danger of li-
quidation from inflation. Acadenic groups suffer not only the
demoralization of economic stress; the ycars of political repress-
ion are robbing them of intellectwal vigcer. War zone commanders
are creating a new "warlordism,"

o The Kuomintang is losing the respect and support of the
people. There is outspoken criticism of Chiang Kai-shek. Unrest
is increasing within the Kuomintang armies. The government's
response has been to strengthen the secret police and gendarmerie.

As to the composition and nature of the Kuomintang,
politically it is a congeries of coanservative political cliques.
.Economically it rests on a narrow base of rural-gentry-landlords
and militarists, the higher ranks of the government bureaucracy
‘and merchant bankers having intimate connections with scvernment
bureaucrats. This base actually contractec cduring the Japanese
war. The Yuomintang nc longer has the vreguivocal suppert of
China's industrialists who have been weakene¢ economriczlly and
politically by Japanese seizure of coastal cities. :

Since 1937 the Chinese Communist Party has expanded
its control from an area of 100,000 square kllometers with a poo-
‘ulation of one and one-half millions to an area of €50,0C0 square
kilometers with a populstion of ninety millions.

The CCP has atandoned land confiscation as a temporary
expedient to win unified suppert in its rresent area of operations.
It proclaims liberal economic nolicies based on private rronerty.
It espouses democracy as a good club for beating the iluomintang.

- The CCP prefers to operate behinc the Japanese lines
where it is relatively free from Iucmintang interference. In
North China it is waging total guerrilla warfare hy the totally
mobilized population with complete solidarity tetween the army
. and people,
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Based on what amounts to an economic, political and
social revolvtion, the CCP has been moderate and democratic in 1its
program, Its policies include rent and interest reduvction for
the peasants, tax reform, democratic self-government. The people
are given political consciousness and a sense of their rights.

The Japanese are fought not merely because they are foreign but
becavse they deny this revolution. The people will fight any
government which denies them these newly won gains.

The CCP 1is more stalwart and self-sufficient than any
European partisan movenent. Its government and armies are the
first in modern Chinese history to have positive and widespread
porular support. It has become the most dynamic force in China,

The inevitability of civil war has now become generaliy
accepted throughout the qquntry. '

-= pp. 565-570

Kuouintane-CCP Negotiations

- For military neasons‘in connection with the war against
Japan the American rovernment undertook in 1944 to mediate between
the Kuomintang and the CCP,

The CCP advanced a five-point proposal as a basis for
negotiations: 1, Unification of the military forces. 2, A
coalition government., 3, Supprort the principles of Sun Yat-sen.
géP'Foreign supplies to be equally distributed. 5. Legalize the

The Sun Yat-sen program called for a revolution in three
stages: military unificationj political tutelage; constitutional-
- ism, It set forth three principles of the reople: 1. People's
nationalism, national integrity anc¢ cultural vnity. 2, Four
political powers of the people: suffrage, recall, initiative and
referendum., Five governing powers: 1legislative, judicial,

- executive, examination and censorial, 3. Feople's liwvelihood:
equalization of land ownership; regulation of capital; avoidance
of class struggle.

e A Kuomintang counterproposal to the CCP propositions
called for: legalization of the CCP; Nationalist control of CCP
troops; the carrying out of the principles of Sun Yat-sen. Chilang
contended. that a coalition would not be democratic since all
political parties combined constituted less than 2% of the
population. He held it his duty to have a constitution adopted

by a convention of all the people,

: In August 1945 the signing of a Sino-Soviet treaty was
announced in which the Soviet pledged support to the Nationalist
government as the only government of China. Shortly thereafter
the CCP agreed to support the leadership of Chiang as President
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and to recognize the Ivecminteng as the cominant party in control

of government,
-~ ppP. 39, 54-58, 74-00, 105-106

Conflict After Japanese Surrender

When the Japanese surrendered in 1945, the Kuomintang .
forces were concertrated in the central and southern parts of the
country, The CCP forces, organized as guerrilla units, were
widely dispersed throughout the central, northern and coastal
regions. Thus the CCP had a geographic advantage in the race with
the Kuomintang to take control of Japanese-occupied areas., Armed
clashes between CCP troops and the Chiang forces resulted.

The CCP strengthened itself by seizing surrendered Japa-
nese arms but Chiang retained a 5-1 superiority in troops and
rifles, He also had a practical monopoly of heavy equipment and
transport, an unopposed air arm and the aid of U.S. air and water
transport, In addition over 50,000 U.S. larines were placed in
occupation of some key areas in North China.

At the end of 1945 General lMarshall was sent to seek
unification of the country. He set to work to obtain a cease-
fire and to arrange admission of the CCP intc the government on
- a negotiated basig., : - :

In April 1946 the Russians withdrew from Ianchuria.
Both the Chiang and CCP forces moved in. The CCP got the Japanese
arms left by the Russians, 4rmed clashes oécurred@. The CCP
retreated before the Nationalist attacks, kept its units intact
and moblle, and attacked the over-extended Nationalist lines of
communication. The CCP becare stronger daily and Chiang was .
_unable to assert military dominstion in Fanchuria, By July 1946
‘hostilities had spre:d to China proper., &t that time Chiang
had about 3 million troops, the CCP around one million of whom

,Ooolwe:e not regulars., \

. 3

Farshall warned Chiang against the continuation of his
military operations, Continued conflict would further isolate the
agricultural and mining areas from urban consumption and export;
stimulate the dangerous inflation, comodity sneculation and
hoarding; and deplete the foreign exchange reserves, These chaotic
conditions would weaken the Kuomintang and help the CCP undermine
the Chiang government. At the sare time the CCP was too large a
militery and e¢ivil force to be ignored. Since it could not be -
eliminated by military action, the CCP must be brought into the
government,

Chiang replied that while the economic sitvation was more
serious in the cities, the economy was based largely on the agrar-
ian population and there was no danger for a long time of an eco-
nomic collapse, He contended that the CCP could be exterminated
in about 8 or 10 months.
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The Kuomintang military offensive continued and in
October 1946 Chiang ordered nationwide conscription. The CCP in
turn issuved a general mobilization order, A manifesto was pub-~
lished protesting U.S. aid to Chiang anc deranding the withdrawal
of U.,S., troops from China, Anti-American demonstrations occurred
in North Fanchuria., A convoy of U.,S. Farines was ambushed.

: In November 1946 Chiang ordered a cessation of hostili-
. tles. He had occupied most of the areas he had demanded the CCP

evacuate and had reached what turned out to be the high point of

his military position after V-J Day.

In the same month the Kuomintang convened a National
Assembly without CCP participation and adopted a constitution.
The CCP demanded dissolution of the National Assembly, abrogation
of the constitution and the restoration of troop positions as they
had existed before the Chiang offensive, Shortly thereafter the
Arerican mediation effort was terminated.

-- pp. 130-132, 147-151, 168~196,
208-219, 311312, -
Bebellion on Formosa .

- At V-J Day living standards on Formosa were higher than -
anywhere on the Chinese mainland, A good industrial complex.

. exlsted and the island was self-sufficient in food-stuffs,

, _L1teracy_was widely spread among the masses., . The population wel-:
. comed- the Chinese forces as liberators. ' L Co :

- .~ The Kuomintang imposed diectatorial rule and prbéeeéed‘i-”"
+ -~ to exploit Formosa. The cost of living soared and the rice

.- shortage grew acute, Unemployment nrogressively increased, Governw

| ‘ment bureaucrats schemed the eviction of low-income families from
» formerly Japanese-owned real estate, 4 cholera epidemic broke out
égfor the first time in 30 years as the health service deteriorated.

el The government refused demands for local elections and

" self-rule, In February 1947 a major rebellion erupted, set

off by the ruthless killing of unarmed, peaceful demonstrators.
Rumors- flew that the Kuomintang governor was bringing troops

from the mainland to suporess the mass demonstrations, The people-
.. began to arm themselves and take over local administrative posts.

- By March 5 they were in the ascencency or already holding control
throughout the island, = :

- Leadership of the mass movement was in the hands of a
. Settlement Committee comvosed of Chambers of Commerce ; labor
- unions, student groups, popular organizations and the Taiwan
- Political Reconstruction Association which had been the most

f,joutspoken nationalist group urging government reform. The Settle-
. ment Committee announced that its only object was to reform the

government and hasten reconstruction under the Sun Yat-sen program,
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The demands inclvuded: Withdraw the government troops
from Formosa. Provincial autonomy and popular elections. Freedom
of association, speech and press., No political arrests or mili-
tary arrests of civilians. Right to strike. Security of person
and livelihood, Cut taxes., Workmen's protection measures.

On Narch 8 troops and police began landing from the
mainland, Thousands were shot, bayonetted, beheaded. Order was
restored but hatred of the government increased. ‘

s -- pp. 308-310, 923-928,

o
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Chiang Forces Showdown

In February 1947 Chiang ordered all CCP negotiators

and other rerresentatives out of the government areas, The CCP

then issued a statement that it would recognize no foreign agree-

ments established by the Kuomintang zovernment., This statement
was followed by a Soviet proposal to put the Chinese civil war on

the agerda of the lioscow Foreign Vinisters conference, The U.S,

rejected that proposal.

. At this point the strategic military initiative passed
to the CCP which was able to blunt the government drives and mount
a serles of minor offensives in Manchuria. The Kvomintang lines

-extended into territory hostile in all respects, Chiang's
commanders in Manchuria had set up carpet-bag regimes of exploita-
tion and aroused opposition among the ropulace who had first
greeted them as liberators. The Kuomintang was confiscating
land that the CCP had distributed to the peasants, CCP super-
lority mounted from its greater vse of native troops fighting
for their native soll against demoralized Kuomintang troops who
confronted an unfriendly populace. o

- During May-June 1947 student strikes broke out in
every major academic center, Their demands for an end to the

civil war and an improvement in economiec cond itions aroused much

sympathy among the faculties. A series of rice riots also took

- place, Many were killed as the Kuomintang responded to these de-
monstrations by heightened repressions. :

_ The population was becoming increasingly receptive to
almost any change which might offer some nrospect of stahilization,
In gimplest terms the mass complaints centered around freedom and
food; an overwhelming majority would welcome freedom from the
Kuomintang regime., Fanchurians sought to evade conseription.
Chiang's troops showed a decreasing desire to fight, They didn't
understand what the civil war was all about, Some responded to
CCP appeals to lay down their arms.

bl ppo 232!‘2""8, 315"316’ 700‘708’
720,
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- tonflict Intengifi

. In July 1947 Chiang proclaimed the CCP in open rebellion -
an¢ demanded a full mobilization to suppress the revolt. The CCP
then started an infiltration movement to the south toward the
Yangtze and by the end of the year had begun to strangle the
Kuomintang's rail traffic between the north and south, thus bee
ginning a separation of Chiang's forces. At this stage the Soviet
Union offered to mediate between the Xuomintang and the CCP but
Chiang rejected the offer, The CCP then issued a manifesto call~
ing for relentless pursuvit of the land reform program and appeal~
ing for support from the middle group of peasants.

Urban unrest ircreased on a large scale. It did not
center in any one particular group but was fairly general through-
out the cities, At Shanghai in Febrvary 194€ riots developed
involving students, taxi dancers, cabaret employees ané cotton
mill workers. They had long-stancing political and economic
grievances, The upspring in commodity prices had been unaccompanied
by comparable wage and salary increases. They turned to force
and could be restrained only by force. A few months later antie
American student riots broke out.

A government force that had earlier captured Yenan,
the CCP capital, was destroyed in April 1948 by the CCP armies.
Many Kuomintang troops went over to the CCP. These desertions
and surrenders brought arms and ammunition to the CCP, Fear of
desertions put the Kuomintang more and more on the defersive.
The CCP undoubtedly had organized support within the cities it
attacked, Chiang had lost control of 99% of lanchuria and 857%
of China proper ncrth of the Yellow river. Strong CCP elements
were between the Yellow ané Yangtze rivers and infiltration
had begun south of the Yangtze., '

The Kuomintang forces were on the defensive practically
everywhere., A fatalistic feeling of inevitable ivcmintang
collapse had developed, ZTach regional leader begzn to lock out
for himself, Sentiment rose for acceptance of the Coviet offer
to mediate, in forlorn hope of a compromise that viould previce
a breathing spell, But Chiang who continuved the slave c¢f his
past was unable to tale the Crastic measures re-uired, rfe ¢oggef-
1y continued the fight.

BL1eha, eoalags.’ ST1m3C

CCP Gaips IMilitarvy aAscendencv

In August 1948 the U.S. Embassy in China recormended
that American policy be designed to prevent the formation of a
coalition government including the CCP., The recommencation was
mgde in the light of the history of such coalitions everywhere
/an apparent reference to the events in Eastern Lurope/. :earshall,
who had become fecretary of State, replied with 2 directive that
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no support should be given to the icdea of a coalition government
and that no further U.S. mediation should be uniertaken between
the Kuomintang and the CCP,

A few weeks later Marshall evaluated the Chinese situa-
tion as one of extreme flux. Most of the Kuomintang troops didn't
want to fight., Those who did found their position made impossible
by the disaffected. lany Chiang supporters admitted that 99% of
the people were against him and if the Fuomintang didn't get out
of office soon the people were about ready to throw them out,
There was little evidence that the fundamental weaknesses of the
government could be overcome by foreign aid, Only U.S, interven-
tion on a very large scale could avert disaster. To defeat the
CCP would take a continuing operation for a long time. There would
be grave consequences in making China an arena of international
conflict., Therefore, there would be no direct U.S. intervention
in support of Chiang and no unlimited committments of aid to
the Xuomintang.

“ith the CCP capture of the Kuomintang military base
at I'ukden in October 194 the tempo of the civil war increased
rapidly. Between September 1948 ané January 1949 Chiang lost one
million men and 400,000 rifles, Through Kuomintang defections
the CCP acquired a nxmber of planes of American origin, also a
cruiser and minor naval units. The American Chamber of Commerce
at Tientsin protested further U.S, arms aid to Chiang because.the
CCP armies were widely equipred with American arms handed over
practically without fighting by huomintang troops.

. There is some cuestion as to whether the Russians
supplied the CCP with equipment, except for the large stocks of
Japanese arms they abandoned in Wanchuria in such a way as to en-
ablethe CCP to get them, - o :

e “At the beginning of 1949 huomintano strength had been
- cut hSp to one and one-half million troops of whom only 500,000
were combat forces, CCP strength was up 40% to 1,600,0C0 troops,
almost all of whom were combat effectives. U.S. officers in
China reported that the CCP was now capable of complete military
victory over the Kuomintang government, ,

== PP. 279-286, 299, 322, 357.

. s

The principal economic effects of the Japanese war
had been suspension of the process of industrialization ani Cis-
ruption of the national monetary system.

' Expulsion of the Japanese from lanchuria and Formosa
nromised a several-fold increase in the national industrial plant
and a contribution toward national selfesufficiency in food. lan=-
churian industry was four times as large as that of China proper;
it had three times the electrical power and four times the rail
network, Formosa had a traditionally large agricultural eXPOrta
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substantial procuction of aluminum, petroleum and electric power.
There had been some crippling of Formosan industries and harbors
from Allied bombingse. o

China's coal resources rank among the major reserves of .
the world, ."hen the Japafiése launched their intensified campaign
in 1937- the- artfival production rate was 32 million tons, Under
" 'Japanese management-coal production had risen 25%. By mid=1947
production haéd fallen to 15 million tons. Txcept in Manchuria
coal is practically the sole source of power and fuel for water .
. transportation, industrial processes, essential community services

“"and domestic heating and cooking. - |

There are 1,350,000 kilowatts of electric power installed
in China but there has been a 25% loss of the pre-war capacity,
although UNRRA hadé sent a number of 2,000-watt packaged power .
units for industry. Iuch of the Chinese equipment was damaged,
deteriorated or obsolete., .

‘ Serious damage has occurred to the 26,000 kilometers of
railways on the mainland. There were heavy losses of inland and
coastal shipping during the war., Sea-gcing shivs of 629,000
tons and river and small craft of 180,000 tons were available in
1947, Lany ships were old, costly to repair and operate. There
was a shortage of ship repair and docking facilities, .But there

was a wartime increase in the number of motor vehicles. . .
o A R i he S

. Production of food=stuffs was near the pré-war level
after V-J Day, except where trere had been fighting with the Japa=-
nese. However, agricultural production had shifted froéom cash v
crops to food crops for local consumption, One of the outstanding
needs in China is chemical fertilizer., The natural fertilizers - -
traditionally used cannot restore soil fertility, 011 cake waste-
fully used as fertilizer could more profitably be fed to animals,
The by=-products of milk, eggs and reat would improve peorle's diet
and health, Domestic production of chemical fertilizer stood at
about 81,000 tons annuvally in 1948, R

R Textiles, next to food, is China's largest ceonsurer
goods industrys Only half of the 5 million pre-war cotton
spindles were in operation at the end of the war. RBefore tre war
comestic grown cotton provided the bulk of the fibre used in in-
~dustry, Due to the redvetion in cotton acreage and the disrurtion
of transport, indigenous cotton hasg gone largely into household
use. Raw cotton has become a vital import. - 0f 2 million trales
consumed in the mills in 1947, about 700,000 were imported, as
compared with imports of 340,000 bales before the war. lMich of
the imports came from India and Burma,

- The iron and steel industry is at a low level of develop~-
ment. Steel production in 1945 reached only §,000 tons, Pig

iron capacity was up 50% over pre-war levels. There are stvhbstan-
tial ore deposits in the country, 1If all were recovered it would
produce 300,000,000 tons of steel, This would suffice for less
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; than 6 years at the U,S, production rate, Other high grade ore
ceposits may yet be found,

Abundant raw materials are available for cement produc-
tion but the industry is a comparatively recent development with -
a 1948 output of about 300,000 tons. . :

. _ Production of crude oil in China is negligible. Imports
.. are"vital to transport facilities and industrial plants. Kerosene
T1% widely used for rural housenold 1lighting and fuel.

== Pp. 3{27-529; 360-363, 789-796, -

021k,
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o A _ Cur e
v By the end of 1946 Chiang's military expenditures were
consuming 707 of the government budget and had depleted the gold .
reserves by about 50%., Less than 25% of the’government_expenses.'
were financed through taxation., The mlk of the deficit was- '
~ covered by currency expansion which fed the inflation., The ratio
-of the Chinese. to the U,S, dollar on the open market was 6,500 to
1. Wholesale prices had jumped 700% during the year, . : R

- .. 'large scale commodity speculation and hoarding had in='- "
- tensified the scarcity of commodities already brought ‘about by. =
. the military operations, There had been further military damage. .. .
-to mining and transportation facilities, Mineral and agricultural
__ production had become further isolated from the centers of con~ -
.~ .sumption and export. In lanchuria key plants had been stripped
~- by the Russiang, - =« o B

T Within thé:Kudmihtang gOQernment wholesalé cérruption9 R
~ existed, along with thefts of tax collections. = .

BRI Tﬁe“economy'wés disintegrating because of: a grossly -
_unbalanced budget; a large deficit on the balance of payments
~account; widespread disruption of inland transportation; the low

. volume -of 1ndustr1al production and internal trade.

~ - .. The Kuomintang govetnmght'stili attempte@ to finance o
‘1ts debt by issuing new currency, In the first & mon*ths of 1947

the note issue tripled but rice prices increased seven~fold, -
Prices rose faster than new currency could be printed. February

1947 saw a violent upheaval in the Shanghat money market., The

. ratlo between the Chinese and U,S, dollars rose from 7497C0 to 1
‘up to 18,000 to 1, By August 1947 the Shanghai wholesale price
index had risen 300% above the February level and the dollar ratio
was 45,000 to 1, - - o o _ S .

SPUNEE Long term investment had become unattractive for both S
Chinese and foreign capital, Private Chinese funds went inteo short
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term loans, hoarding and capital flizht;~ Thelentire'§s§chplogy :

- wes speculative and inflationary.

. . A classical currency inflation existed. Occurring in .
a precominatly agrarian country it required a longer time to run' -
its course than it would in an urban indvstrial community. Re-
‘eurrent price upsurges occurred first in the large cities and .
diffused gradually through the smaller cities. -Since the rural
‘people bartered food-stuffs for local handicraft.products, the- -

“laocal economles were largely insulated from the urban disruption,
-but the countrysice finally became permeated., The history~of the -

"inflation was one of increasingly violent convulsions separated by
‘short .intervals .of relative stability. _

-- pp. 209-212, 220, 360-363, 770-771,
789-796, 102k,

ey

. Currency Becomes #lmost Worthless

Disorganization of the economy resulted in massive dis=-
investment which took the principal forms of living off capital
and capital flight abroad. Disinvestment also occurred through :

- deterioration of physical assets, abuse of capital equipment, -

! neglect of maintenance, overloading of power facilitles.- Ina

" very real sense the economy continued to function by-<the consvming:
. of reserves accumulated by the Japanese; through materials: pur- -

chased. with U,8, dollar credits; and by the use sof “H,5, surplug

- property supplies. The long term consequences of this disinvest~

--ment are very serious for .the Chinese economy,+* .

>

~ tionary forces,

R The Kuomintang ‘government tried to control the inflation
by open market sales of gold reserves, This led to collusion ~

" between government officials anc speculators, ' Forelgh exchangé -
.- assets were dissipated without any compensating “Ainflovw of -

commodities and without having any effect upon the basic infla~
. The economy of Nationalist China continved to deterior-
ate at an accelerating pace, During the first 7 months of 1948

. prices increased more than 4,500/» and the black market rate of

the U.S, dollar rose over 5,000%, It became imnossible to nrint
adequate currency of lower denominations and the government was
unwilling to print notes of sufficiently large denominstion. The
currency was almost worthless as a medium of exchange. '

Shanghai wholesale prices in August 1948 were 3 million
times higher than in 1937, The rate of price increases progress-
ively exceeded the rate of expansion of note issves, this cone .
tractlon of the purchasing nower of an expanding note issue marke-

“ing a late stage of currency inflation. Private capital was al=-

most wholly directed into speculation and commodity hoarding.
Banks were increasingly reluctant to extend long term credit for
industrial investment. Tconomic resources were lost through
capture of Kuomintang areas by the CCP, :

M

o+
[
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: The Chiang government issuved a new gold yuan currency
which it set at an exchange ratio of 4 to 1 with the U,S, dollar
and a ratio of 1 to 3 million with the o0ld nationalist currency.
Domestic prices and foreign exchange rates were pegged., Drestic
penalties were prescribed for black market operations., .-

Police enforcement failed to curb the continuing infla-
tion. By April 1949 the gold yuan had depreciated from the govern-
ment-pegged rate of 4 to 1 in relation to the U,S. dollar to an
-open. market rate of 10 million to 1. : B '

-~ Pp. 399, 781-782,

 CCP Makes Final Offer
S With CCP troops at the north bank of the Yangtze, ready
-to cross the river in the Nanking-Shanghai area, Chiang announced
“in Janvary 1949 that he was willing to negotilate with the CCP.

He asked the Big Four to initiate peace talks but his request was
refused by them, ° R ' ' o L

© " .. Chiang then retired from the presidericy and Vice-President
Li Tsung-Jjen became Acting President, 1Ii soon informed the U.S§ -
government that he had worked out a tentative three-point-agree=- =
- ment with the Soviet Ambagsador: 1. Strict Chinese neutrality . -
- in any international conflict., 2,7 Elimination of U,S, influence -

in China, 3, " Cooperation between Russia and China,- - "~ 7 -~

C '.ti.ééid‘the Ambassador was on his wéY~t65Russié ﬁof.i1x? 
further discussion of the tentative agreement and that Li-in the';l._“

© meantime had sousht a direct approach to the CCP,

T 4“”The Cnggéve Li as its terms for séttiemenfz"ﬁunfSh{the -
- war criminals, ‘Abolish the 1946 constitution. 4bolish the Kuom= -
. intang legal system, .Reorganize the Nztionalist troops.: Confis- -

. cate bureaucratic capital, ~Reforr the land system. Abolish -

‘,iftreasonous treaties, Establish a coalition government.

o Li issued an optimistic statement of neace hores and in

- ‘March set up a peace-preparations committee, The CCP set an

.- April 20 deadline for acceptance of its:conditions and Li maneuvered
" for an extension of the time limit as he sought to regroup his

R When the deadline came on April 20, 1949, the CCF forces

crossed the Yangtze without effective opposition and swert on to
the south with virtuvally no resistance, SECU o
...~ The Kuomintang managed to evacuate at least 400,000

- ¢ivllians and 300,000 military refugees, crowding them onto For=

- mosa, This quickly resulted in mounting economic dislocation on .
© that island and increased political tension. L R

e PP 288-»299, 3014'-3()5, 308-310’ 3220
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Sumparv of U,0, Aid

Marshall summarizeﬁ U.S. aid to Chiang as follows:
Equipped and trained 39 Chinese divisions. Transported Chiang's .
troops by U,S, facilities., Transferred 97 U,S. naval craft and
trained Chinese crews to arm them, Furnished military advisors.
landed 55,000 U,S., Marines in North China and when they withdrew
-in mid~1947, they "abandoned" certain arms and munitions to Chiang.

U.S. also transferred commercial vessels and large
amounts of civilian goods to the Kuomintang government. Gave bank
credits for reconstruction and imports of cotton. U,S. contri- -
buted a major share of UNRRA aid to China. Total U,S, aid to
April 1949 well over $2 billion, around half for direct military -
assistance., Also sold Chiang surplus property, largely munitions,
valued at $1 billion, at a reduced price of $232 million.

In addition Chiang got the military ecuipment surrendered ,
by over one million Japanese, together with over {3 billion of '
Japanese industrial and other holdings in China,.

e pp. 381"382, 388’ L"OS.

CCP Policy on Asguming Power |
An article by lao Tse-tung in June l9’+9 stated the
policy of the CCP as it took full state power. o v

Unite the workers, peasants, petty-bourgeoisie and -
national bourgeoisie under the leadership of the working class
‘and the CCP, Develop a people's democratie dictatorship with an
'alliance of the workers and peasants as its bhasis, O

. : Against the lackeys of imperialism -- the lahdlords, the .
,bureaucratic capitalist class and the Kuomintang reactionaries -

o who will be finally eliminated.

, _ The present policy is to restrict capitalism, not elimin-
ate it, ‘But the national bourgeoisie should not occupy main
positions in the institutions of state. When socialismr 1s realized,
when private enterprise has been nationalized, the bourgeoisie can
be reeducated, The people's state is not afraid of rebellion by
the national bourgeoisie, :

, The national bourgeois class is of great importance at
the present stage. Imperialism still threatens. We need a long _
time to gain economic independence. The proportion of modern in-
dustry to the national economy is still very small, about 109 =
of the total procuction output., To cope with imperjalist oppression
‘and raise the backward economic status, we must utilize all ur-
ban and rural capitalist factors and unite with the national
bourgeoisie in common struggle. ,
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The peasant economy is scattered., Soviet experience has
S that it requires a long time to sociaiize agriculture, but
w1ll be necessary before there will be completely consolidated
soclalism, To socialize agriculture there must be powerful in-
dustry with state~owned enterprises as its main component,

The people's democratic dictatorship is mainly the
alliance of the working class and the peasant class because the
peasants constitute 80 to 90% of the population. It was mainly
the strength of these two classes that overthrew the Kuomintang,
Passing from the new democracy to socialism depends on the alliance
of these two classes. '

The leadership of the working class is necessary be-
cause it is the most far-sighted and is richly endowed with
revolutionary thoroughness. Without its leadership the revolution
is bound to fail, 1In the era of imperialism no other class can
lead to revolytionary victory.

-— pp, 720~729,



"China Under Communlsm -- The First Five Yearg"

(Digest of work under the above title by Richard L, Walker,
assistant professor of history at Yale; Yale University
Press, 1955; 403 pages.)

When the Chinese Communist Party took the power in 1949,
its political policy wzs defined as a united front of the workers,
peasants, petty bourgeolsie and national bourgeoisie, based on an
alliance of the workers and peassnts, led by the working class,
Chinese entry into the Korean war on October 25, 1950 brought a
series of policy shifts that have led to cataclysmic changes in the
Chinese mode of life,

Five years of change have attested to the CCP's ability to
organize and rule more people than have ever heen controlled by one
government in world history, An official census made in 1953-54 gave
the following poprulation figures:

Direct investigation 573,876,670
Estimated national minorities

~excluded from election 8,708,169
Taiwan (Formesa) 7 90004000
Overseas Chirese 18:327.532

Total 601,912,371
-~ DT, 2y 3, l*” 1“6, 112

Goverpmental Sirveture

The initial governmental machinery was established in 1949
through the mechanism cf the Peaple's Folitical Consultative Confer-
ence /Ja carryover fror earlier CCP maneuvers for a coalition with the
Kuomintang/. A Government Council was created witn I'an Tse-tung at
its head and a sprinkling of non-CP elements among i*s merbers suveh
as Soong Ching~ling (ladam Sun Yat-ser). As an executive bcdy a
Government Administrative Council (GAC) was set up uncer the lesder-
ship of Premier Chou En-lai, On a level with the GiC were the milie
tary council, with Fac as chairman, the procurater-gereral and the
supreme court. Below these units stood the regional administrative
councils, DNext came the councils for the provinces and srecial ci‘'ies,
then the counties, below them the districts anc finally the villages,

Yany of these early administrative arrangements stemmed
directly from the civil war period in which the military tended to
maintain predominance, The system of regional acministrations was a
reflection of the fact that the militery command was in many respects
more powerful than the formal acministration, FKeglonal authorities
vwere to a considerahle degree indenendent of the central avthority.

-
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The PPCC remained the supreme legislative body until the
national elections were completed in 1954 and a National People's
Congress convened to adopt the new constitution, The previous com-
plicated structure was streamlined, the regional administrations
eliminated and the number of provinces reduced from 30 to 26, Ex-
tinction of the regional setups was designed to eliminate tendencies
toward autonomy and to shift the weight of authority away from the
military toward the central government,

Police Apraratug

Formal courts exist at three levels: county, province and
national, At the local level are people's courts and special people's
tribunals created to ceal with "security" cases,

Troops are quartered in almost every county. The military
has played a role in the agrarian reform, the supervision of mass
labor construction works and it still remains the main component of
government in remote areas like Tibet.

The security police form an organ apart from the regular
police, Their agents infiltrate everywhere and supervise everything
from prisons ané forced labor to the travel and change of residence
of individuals,

A system of security cormmittees was created in 1952 based
on factory, school and street as the city unit and the administrative
village as the rural unit, Thesge committees are comprised of 3 to 11
members with a clean political history. They operate in secrecy.

Yore than nine million people were screened from participa«
tion in the 1953-54 elections as politiecally unreliable. They were
classified under four headings: unreformed landlords, those de~
prived of citizenship rights, insane and counterrevolutionaries.

-~ pp. 32, 43, W4, L5, 46,

lags Sxecutions

From October 1949 to October 1950 in four of the six admin-
istrative regions a total of 1,176,000 people were executed., In 1951
a campaign based on Regulations for the Punishment of Counterrevolu=
tionaries deepened the blood purge. Victims were charged with resis-
tance to grain collections, taxes, labor and military service, or
with spreading rumors and counterrevolutionary propaganda.. lany forme:
Kuomintang members who had been allowed to keep official posts were
ligquidated. ‘

This campaign,which followed¢ Chinese entry into the Korean
war, hegan with the staging of a public mass trial in Peking and mass
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public executions. A handbook was issued to the CCP cadres explain-
ing the techniques for "accusation meetings'" and how to urge the
masses to greater vigilance through these meetings. Few figures on
the executions are available because the governmer.t had ceased to
publish this informatlon, but an official report was given of the
execution of 322,000 people in the south-central region alone.

Another brief campaign with public executions was launched
in 1953 to round up "remnant counterrevolutionaries." People were
complaining about food at the time.

There are always a few public executions taking place. A
recent case occurred at Shangnai in January 1954 involving charges
of selling cooking oll privately in violation of the government food
monopoly.

== DD 215"221, 232,

Force T

Political offenders who are not executed are forced to under-
go "reform through labor." '

Forced labor battalions are usually referred to as “engin-
eering corps" and "conservancy comrands." They are used for mili-
tary, highway and railroad construction, water conservancy and flood
control, afforestation and the opening of new land to cultivation.

Actually the slave labor proeram didn't go into full opera-
tion until June 1952 under the l'easures for the Control of Counter-
revolutionaries., A standard labor term of five years was decreed,
Cumulative effects of the slave labor process are shown by an official
statement in October 1952 that in the previous two years 10,370,000
conscripted workers were employed under the supervision of 320,000
armed police,

In Janvary 1952 the Kwangsi Daily charged that members of
the “labor reform corps" were nretending to be ill or that their
bowels were loose, working wearily and clumsily, trying to deceive
and cheat the supervisors and seeking to escape. leasures were soon
announced to strengthen political education in the labor camps,
mobilize the culprits to criticige anéd supervise each other, lighten
the punishment for those who show up well and punish heavily those
who show up badly.

== PPe 220-227.

CCP Hierarchy

At the top level of the CCP is the Secretariat of which lao
is chairman, the Politburo, and the Central Committee with 72 regular
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and alternate members, Party bureaus function at the provincial and
county levels., At the factory or village level is the party branch
composed of three or more members.,

The Politburo during the 1949-54 period included: Mao Tse-
tung; Liu Shao-ch'i, theoretician and disciplinary specialist; Chu
Teh, head of the armies; Chou En-lai, international negotiator; P'eng
Chen, party organization leader; Ch'en Yun, economics authority; Kai
Kang /purged in April 1955/, former head of the Manchurian regionj; and
two party elders, Tung Pi=wu and Lin Tsu-han.

The CC has five main departments: organization, propaganda,
united front work, administration and security forces., The official
line is laid down by the Peogle's Daily in Peking, the chief organ
of the CC, and by "Study," the party's theoreticai organ. Concurrent
holding of posts in the party and the government extends from the
summit down to the lowest levels, lao, for example, is at the same
time party chairman, head of the supreme military body and chairman
of the central government,

Mao is bullt up as the oracle in all phases of Chinese
thought and culture., As was the case with Stalin he is made more of a
myth than a public figure. lao 1s seldom seen except at important
public functions in Peking. His picture adorns every home, every
room in public buildings. Public utterances end, "lLong live Mao Tse-
tung." His writings are studied exhaustively and committed to memory.

ww DPe 26-29, 32, 31"', 180’ lBlo

Membership in the CCP has grown as follows:
1937 40,000
1945 1,200,000
1948 3,000,00C
1850 59000,000
1951 5 4 800,000
195 6,000,000
19 54 500,000

Since the party came to power there 1as been a concentraz*~”
effort to make it the party of the urban working class, By 1951
the rural component had been reduced from 90 to 80 percent of the
total membership but the peasants remain predominant. OCCP mermbers i-
the army constitute the second largest component of the nparty. Woner
comprise 10 percent of the membership.

Many peasant members have slipped from party discipline,
In 1952 the party undertook te reorganize over 180,000 rural branches,
The rrocess moved very slowly. In the reorganized branches a*t least
10 percent of the members falled to qualify for continued membershin,

=« pps 32, 33, 50,
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Cadre Iraining

In January 1951 the CCP projected the goal of at least one
party spokesman for every 100 people. Within two years it was
announced that at least four million propagandists had been organized
and trained through this campaign.

During the training period the students were organized into
groups of 10 or 12, Each group had an informer planted in it, The
initial study was devoted to an analysis of each trainee's background,
his ideas, family, past friends, etc. Trainees were required to write
their autobiographies and submit them for group discussion. These
were used to promote competition in criticism and self-criticism and
to create a tendency toward alertness to ideological errors among
associates, Group criticism and self-criticism of this kind continues
throughout the active party life of these trainees and has been widely
extended as a practice in all spheres of Chinese life.

After the background analysis, intensive indoctrinization
began in political theory and its application to China. Required
reading included: The Communist !anifesgto; Socialism: TUtorian and
Scientific; Imperialism; Foundations of Leninism; History of Social
Developmen%; History of the CFSU; and Leontiev's Political Lconomy.
Current national and international events were discussed and field
trips made to observe concrete situations,

Discussion was then channeled into the problems of the
trainees' future work and they were given working assignments or
scheduled for higher schooling.

In 1953 the function of cadre training was assumed by the
formal school system, lost trainees selected are between the ages
of 18 and 24, The training process usually lasts 9 to 12 months
with some variations, Students having at least one year of middle
school are preferred., At the People's University outside Peking a
high-level school for CCP cadres has been established.

-= Dpe 35, 57, 59, 62, 66-72.

Lags Orgapnizations

Mass organizations have been created to fit almost every
social grouping in Chinese society and practically everyone belongs
to one of these organizations.

The New Democratic Youth league is open to all youth be-
tween the ages of 14 and 25, Described as the "reserve force of the
party," it is a highly cisciplined unit whose officers must be
members of the CCP, In 1954 it listed 12 million members in 470,000
branches or cells organized in block, school, village, factory, etc,

Seonsored by the NDYL is the Young Floneers for children
from 9 to 1% years of age who show some leadership qualities. In 1953
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the Young Pioneers had some 8 million members.

There is also the All China Students Federation whose 1953
membership was 3,290,000 and the All China Federation of Democratic
Youth with a membership of 18 million reported for that period.

The 711 China "omen's Federation listed a membership of 76
million in 1953, It addresses itself to the long-standing grievances
of the women and works toward their integration into all spheres of
activity.

Other organizations include the All China Federation of
Trade Unions, peasant associations and cooperatives, the All China
Federation of Incustrial and Commercial Circles and the Sino-Soviet
Friendship Association.

In 1953 all major mass organizations held congresses at =
which their constitutions were revised to tighten centralized control.
Accent was placed on the members duties and responsibilities rather
than their rights and privileges.

== pPpe 36-U42,

Campaign Methods

Almost every major task is carried out in campaign form,
Some of these drives are brief, others continuous but in changing
forms. They may focus on one segment of the population or on the
people as a whole. They may be designed to raise money, carry out a
project, influence thinking, impose discipline, etc.

The campaigns usually start in an outlying area with a model
case uncovered by a local or provincial paper. The issue 1s then
picked up by the party and the government and converted into a national
campaign., All propaganda mediums are set to work, the mass organiza-
tions are called into play and the small discussion groups everywhere
are drawn into the campaign, The government then formalizes the move-
ment with a series of decrees.

After completion of the action, the high officlals appraise
the campaign results ané point out the mistakes of the local leaders.,
"Study" appraises the accomplishments and shortcomings of the CCP
cadres.

' A typical example was the 1953 campaign against bureaucra-
tism, commandism and violation of the law and discipline, "“Commande
ism" was defined as blind use of compulsion against the masses;
"bureaucratism" as the failure of the cacres to get down to the
magses,

The first step in the campaign called for inspection of
work, education of the universal cadres, criticism and self-criticism,
strengthening of supervision from top to bottom an¢ coordination of
criticism, denunciation and prosecution., Government inspection teams
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tourec¢ the country and their findings were reported in the press.

Mass organizations launched canmpaign activities. Regional leaders
mobilized party drives and the party cadres condvcted intensive work
from the branch level on up. Although the drive was slow in penetrat-
ing to the lowest levels of soclety, it evertually made its impression
throughout the entire country.

A campaign was conducted to implement the 1950 Marriage
Law, The stated aims were to eliminate the feudal status of the
women, promote economic and political equality, end concubinage and
prostitution, permit free marriages and easy divorces. One result
can be measured by the divorce rate which rose from 186,000 in 1950
to 396,000 for the first half of 1952,

With Chinese entry into the Korean war, a campaign was
launched for the expulsion of foreigners, suppression of the influence
of Christianity, and popular financial aid to the war effort. A
Egtal of %230 million was reported raised through popular subscrip-

Ol

lany other campaigns were conducted and in 1953 these led to
5-too-many movement, a sort of & drive against too many drives,
This action was aimed against too many tasks, meetings, organizations,
posts and documents, '

Through its campaign methods the CCP has been able to inte-
grate the state apparatus, discourage opposition, meet current state
needs, arouse mass support, maintain party control and turn up new
activists,

| - ppo 77‘990

Economic Reconstrvction

When the CCP took power in 1949 incustrial production stood
at 56 percent, food procduction at 75 to 80 percent of the pre-war
peaks; only 60 percent of the limited railrcad facilities were opera-~
tive; flood control and irrigation was damaged and neglected, Solv-
ing the economic problems implied curbing of the inflation which was
rampant at the time,

- huch of the restoration involved little capital outlay. It
was mainly a task of putting back into operation existing capital
equipment, including use of the U.,S, economic aid to the Kuomintang
which finally came into CCP “ands more or less intact.

By larch 1950 open inflation had ¢isapreared., Rationing
and price controls kept the essential commodities stable. Some months
later the budget was reported balanced. Fiscal policy was based on
repudiation of Kuomintang obligations, an inconvertible currency,
barter agreements for international exchange an¢ reliance on fines,
forced loans and voluntary donations. The general task of recon-
struction was reported completed in about three years,
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In February 1951 the United Nations imposed trade restric-
tions on China, For the year 1950 China's trade with the Soviet
sphere had stood at only 26 percent of its total foreign trade.
Following the UN embargo trade with the Soviet bloc rose swiftly,
reaching 70 percent of the total by the end of 1952 and climbing to
80 percent in 1954, ‘

Internal reflexes to the Korean war brought the seizure of
assets of the VWegtern powers within China, together with the 3~anti
and 5-anti movements designed to extend state control over industry
and commerce., The targets of these drives were defined as corruption,
waste, bureaucratism, tax evasion, fraud, stealing state property and
theft of state economic secrets.

Government investigation of the books of private business
began. During 1952, in nine cities alone, 76 percent of 450,000
private enterprises were found guilty of malpractice, Fines, im-
prisonment and sometines the death penalty were imposed and a wave
of suicides occurred, Large sums were collected to help meet the
Korean war budget. The control and absorption of private enterprise
by the state was extended,

By October 1952 the government had nationalized 80 percent
of heavy and 40 percent of 1light industry, It operated all the rail-
ways and 60 percent of the steamships plying home waters. It con-
trolled 90 percent of all bank loans and deposits, 90 percent of all
%mpgrts-and exports, 50 percent of wholesale and 30 percent of retail

rade,

An estimate of production increases across the 1949-52
period shows the following for a selected list of commodities:

Unit 1949 1950 1952
Pig iron 000 metric tons 210 827 1,589
Crude steel " pL 551 1,215
Rolled steel " 90 259 740
Coal " 26’000 35,000 53’000
Crude oil " 125 207 389
Cement " 66 1,412 2,311
Paper " 10 101 26k
Flour " 1,911 1,200 3,087
Sugar " 164 198 328
Cotton cloth 000 bolts 29,930 3,230 56,580
Electric power 000,000 K:iH 3,600 3,800 54700
Rice 000 metric tons - 46,900 - 55,890
v:meat " - 199300 22’800

The percentage of industrial goods produced by state enter-
prises rose from 43,8 percent in 1949 to 67,3 percent in 1952,

e+ DDe l-I-, 7’ 8, 131‘167 95“'97)
103~106, 112,
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Five Year Plan

In November 1992 a State Planning Commission was set up for
the announced purpose of concentrating on heavy incuvstry to indus-
trialize the country and modernize national cefense.

liajor goals set for the 1953-57 period of the five-year
plan included: a fourfold increase in steel production over the 1952
figures; construction of two large metallurgical plants; a hike of
60 percent in coal procuction over 1952; expansion of aluminum ané tin
production; installation of the first synthetic rubber plant, a new
large oil refinery and new fertilizer and pharmaceutical plants; a 30
percent increase in grain output over 1952,

The 1953 budget allocated 46 nercent of the expenditures to
industry, 14.3 percent to railways and commnications, 1ll.4 percent
to agriculture, forestry and water conservation, 4.3 percent to trade
and banking, 24 percent to unsvecified items, .

It was estimated that curing the first five-year plan local
industries would@ have to supply from 60 to 80 percent of the peasants?
needs, Toward that enc the hapdierafts were organized into producers
cooperatives., Government cooperative stores assumed a monopoly over
iur:% commerce, In 1953 some 37 percent of these stores were running

n the red,

Industrialization presents a tremendous protlem because of
the size of the country, the present low level of industry and the
near-subsistence level of living standards, There is an acute short-
age of skilled labor. By comparison Russia was in a superior
position at the start of its first five—gear plan. In 1913 Russia
had 36,000 miles of railroads and in 1928 some 47,000 miles, For all
of China at the end of 1953 there were only 15,000 miles of railroads
with about half the mileage concertrated in kanchuria, At the start
of its first five-year plan the Soviet Union had a per-capita steel

roduction of over 64 rounds. In 1952 Chinese steel production was
ess than 4 pounds per capita.

To accumulate capital the CCP government has relied on
forced savings, compulsory deposits in state banks and donation drives
Private buginess was forced to absorb two-thirds of the total govern-
went bond quotas for 1953, Other major sources have included inten-
sification of lahor and reliance on Soviet economic aid,

Soon after the Chinese five-year plan was launched Stalin's
death brousht a changed sitvation in the Soviet Union. Kalenkov
was pvromising more consumer goods to the Soviet neople and Khrushchev
was reporting a critical Soviet food sitvation,

The Soviet government vromised aid to construct or remodel
a total of 141 Chinese industrial establishments by 1959, This aid,
amounting to an estimated {250 million a year for 7 years, China is
required to repay to the Soviet Union mainly in the form of food. -
Also involved is a $130 million Soviet loan made in October 1954, As
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a consequence China's food exports to the Soviet bloc increased dur-
ing both 1953 and 1954,

== DPo. 1015 1029 109’ 113, 116"
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Economic Policy Changes

The determining factor in the CCP government's ability to
industrialize the country is the preponderant agricultural sector of
the economy, Of the 331 million acres under cultivation in 1952, one-
tenth were devoted to industrial crops and nine-tenths to food crops.
About 80 percent of the population is engaged in land cultivation,
Cuvltivated land engaged in food produvuction averages 0.52 of an acre
per person in terms of the total population. Prospects for increased
food production are not bright., The acreage already under cultiva-
tion includes marginal land reclaimed through irrigation and the
terracing of mountain slopes., Little unused land is yet to be opened
and the prospects for providing adequate chemical fertilizer appear
aim,

Yet Chlna has shifted from its pre-war status as a food im-
porting country to that of a food exporter, Some 70 percent of the
1952 exports were agricultural procucts. Despite area famines and a
general famine in 1953, food exports have been stepped up each year.
To facilitate this policy the government moved at the end of 1953 to
speed agricultural collectivization, nationalize all important crops,
eszablish a state foocd monoroly end institute food rationing in earn-
est,

Only 3 of the 13 major quotas were met in the first year of
the plan, Among the major causes officially listed were: Jlack of
competent engineers, disorganized management, material shortages,
gscarcity of skilled workers, unreliable an¢ incomplete plans. Limita-
tions on Soviet aid was also a key factor. By 195& stete planning had
become more cautious, The planned rate of procduction increase was
cut down to 17 percent for 1954 in contrast to the estimate of a 23
percent increzse for the year 1953,

Official vpolicy in 1949 had envisaged government coordina-
tion of five economic sectors: indivicdual handicrafts and peasant
holdings; private capitalist enterprises; cooperatives; joint pubtlic-
private comranies; anc natjonalized enterprises. In 1953 the 41l
China Federation of Industrial and Commercial Circles was ereated for
the purpose of controlling the remaining sectors of private enter-
prise and preparing their elimination. The fo'lowing year action
began to convert the remaining private enterprises to joint public-
private form.

“here private business still exists it is closely controlled
through taxes, fines, penalties, government monoroly cf raw materiais
and essential services, discriminatory rricing. Private enterprises



are pushed toward the necessity for a state loan., 'With the granting
of a loan the enterprise becomes converted to public-private form
with the state taking 795 percent of the profits. This policy caused
many business people to seek conversion of their liquid assets into
consumer gocds hut the state moved to forestall this trend through
official decrees compelling the maintenance of capital assets.

-~ pp. 17, 22, 41, 107, 108,
113-115, 123-125,

land Pollcy

The land reform which was standardized in 1950 by govern-
ment regulations moved from the north to the south in a deliberate
manner, "Speak bitterness" meetings of peasants were held as a pre-
liminary to action against the landlorcs and rich peasants by
people's tribunals. At least 1,500,000 were execrted, Their nroperty.
including land, buildings, tools, farm animals znd stored grain, was
confiscatec¢ and redistributed. By Februvary 1953 zbout 35 rercent of
the total land under cultivation »ad been redistributed, In Kwantung
rrovince where population pressure is extrere official figures showed
a per capita distribution of 0,22 of an acre to rich peasants, 0.21
to middle peasants and 0,167 to poor peasants and former landlorés.,

The plan of rural organization included: party branches
and peasant associations; people's tribunals, local militia and
security police; rural cooperatives for marketing and supply. The
cooperatives sold seecd, fertilizer, salt and indvstrial products to
the peasants; prescribed methods of cultivation and cdetermined tre
time of harvests; loaned money, fixed prices and bought up crops;
asiisted in tax collections and helped to enforce all governmental
policies,

In mid=-1951 a push toward collectivization began. It
started with a campaign agalnst the "ILi mentality." The person thus
made a symbol was Li Ssu-hsi, a farm laborer who had heen a good
revolutionary fighter until he got land trouvgh the reform rovemert.,
He then wanted to devote himself solely to prodmction, asking, "Vhy
still carry on the revolution?"

Li was cited as an example of the dual nature of the
peasantry: being progressive in that it opposec imperialisn, feudal-
ism and "bureaucratic" capitalism; but also being backward in that it
is composed of small producers representing an indivicual economy.

At the same time urban cadre elements who had been sent into the
countryside were charged with "bourgeois backzrounds" for expressing
a desire to return to the city, They were told to stay in the rural
areas and explain the advantages of socialized agriculture.,

Motion toward coilectivizaticn began with tre simple pocl-
ing of peasant labor during the busy seasons. At the next stage land
and equipment were also vooled to form agricultural procucers cocperé-
tives similar to the artels which Stalin czlled the ey to collectivi-



zation in the Soviet Union. The individual peasants kept their
dwellingsy a small plot of iand and an animal or two. They retained
the title to thelr lahd and were theoretically free to withdraw from
the cooperatives, Actually the pressures of discriminatory prices

and interest rates, together with denvnciation meetings aimed at

those who withdrew, were sufficient to keep the cooperatives generally
intact,

Above the coorerative level state-owned collective farms
were established, manned by reasants working for wages., In Kanchuria
by the end of 1952 there were 545 state farms with 43,000 employees.
Some 40 percent of these state farrs were mechanized but much of the
land has been found unsuitable for collectivization through mechani-
zation, Therefore, the agricultural producers cooperatives appear
to be emerging as the decisive form of collectivization in China, 1In
February 1993 soue 4,000 agricultural producers cooperatives, plus
2,000 state farms and 2,600 handicraft producers cooperatives had
come into being in rural areas,

-- pp. 88, 132-143,
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Peasant refusals to sell grain to the state led to a tem-
porary change in the collectivization policy in Farch 1953, The CCP
cadres were accused of '"reckless adventurism'" in that they were
blindly building vp state property without sufficient regard for the
practical needs of the peasants., A number of agricultural producers
cooperatives were turned back to the labor pool system.

The year 1953 saw a general famine caused by floods, blight,
late frests and locusts, To make a bad matter worse, the government
complained, the neasants were resisting official policies by cultivat-.
ing only a minimum of land, showing little interest in collecting the
harvest and refusing to sell crops to the cooperatives. By September
the food problem had reached major proportions. Dire lack of food
caused a mass influx of peasants into the cities where the situation
was no better,

In the fall of 1953 the Feople's Daily warned that the
state power was confronted by an ocean of small peasants on 100
million farws. If not organized and guided, it said, these small
peasants would spontaneously take the capritalist path. The campaign
against counterrevolutionaries was revitalized, 4 series of actions
were launched to establish thorough zovernmental control over agricul-
ture.,

The CCP cadres were ordered to organize agriculture on the
basis of common ownership of the land and means of produetion, with
the yield to be distributed according to labor. In January 1954 a
goal was set of £00,000 agricultural ovroducers cooperatives by the end
of the first five-year plan and complete co’lectivization under the
cooperatives form within a decade.
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laking no secret of its aim to speed industrialization
through the export of food, the government estatlished the food
monopoly and Jdecreed advance government purchese of eight major non-
food agricultural products along with strict rationing of food. To
speed collectivization the labor pools ané procucers cooperatives
were given priority in all things over the individual peasants who
were also subjected to discriminatory taxes, interest rates and
prices,

== DD, l+3, l)-bll-, 1“‘7"153'

Working Class

The total labor force =« including technicians, adminis-
trators, telecommunications personnel, zovernment employes in economic
enterprises, and teachers vith specializec functions in industry --
stoo¢d at 15 million in 195k, some 2.6 percent of the total population.
This figure repvresented a gain of two million over the total labor
force in 1950, In 1953 there were around tiwee milllion industrial
workers among whom were included 594,000 textile worlers, 504,000
railway employes and 460,000 coal miners. The growing industrial
burezucracy was reflected in a, government survey of 195 factories,
only seven of which were found to have a managerial staff of less than
10 percent of the total work force. In 50 of these factories the
managerial staff ranged from 10 to 20 percent and in 138 factories
from 20 to 50 percent of the total work force.

In 1952 there were one million women employed in industry,
a rise of 74 percent over the 1950 figure., Official policy affords
women equal rights on the job., Tmployment of children is allowed
with a maximum work day of six hours decreed for those under 14,
Among violations officially rerorted was a case in the silk industry
where 6 and 7 year olds worked a 12 hour day.

Due to the slrilled labor shortage most uvniversities have
turned largely to technical training. The major recruvitment of
students has been among workers. In 1952 some 26,000 workers were
released from industry for technical training, During the same year
some 9,000 spare-time schools functioned with an enrollment of around
three million workers, A critical problem is created by the high
rate of illiteracy among worl‘ers, esnec‘ally in the use of the written
language which has about 40,000 different characters.

Unemployment “as been a continuous problem., In June 1950
there were 1,660,000 unemnloyed, in July 1951 there were 450,000 and
in August 1952 some 3 million, nesrly one-fourth of the total labor
force. The government has attrituted uvnemployment to: procuctivity
increases, elimination of luxury industries, women seeking jobs and
the Influx of pessants into the cities.

Since 1952 there has been a leap in peasant migration to
the cities, The government “as acted to halt what it calls a "blind
flow" by ordering resettlement of migratory reasants on uncultivated
land. A program of rural public works has also been uvndertaken.
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Unemployment problems led to a serles of lahor control
measures in 1952, The system of lahor distribution was centralized.
viorkers were required to carry registration cards. Job assignments
and job transfers were made arbitrarily, All job applicants were
screened and hiring and firing placed unfer strict government control.

Under the 1950 Trade Union law the All China Federation of
Trade Unions was given sole recognition as the legal unlon organi:za-
tion, The law states that the first duty of the uvnions is to aid the
enforcement of all laws ané policies of the government. In practice
the unions function as a control mechanism over the labor force and
as an instrument to push the official propaganda and campaigns.

The ACFTU is organized regionally and according to basic
industries, Its national congress selects an executlve committee
which in turn appoints a presidium of 24 members and a secretariat of
8., In 1954 the ACFTU had over 11 million merbers in 180,000 local
units, about one-twelfth of the meubers belonging to the CCP,

There are no incduvstrial disputes in the state incdustries,
Disputes in the private enterprises reached a peak in l'ay 1950; how-
ever, there have been no further reports of trovble since labor-
- capital councils were introduced, CCP activists are charged with the
duty of supporting the factory directors. '

- pp. 154-160, 166-168,
174, 175.

Working Conditions

, Most wages are paid either by a "parity unit" based on a
wholesale price index or by a "fen" svstem with the wvalue of the
"fen" determined by the state bank according to the prices of staple
commodities. Rates under both systems vary from locality to
locality. In 1952 the government claimed wages were up 60 to 120
percent over 1949 while the price index had fallen from 5 to 10 per=
cent below the 1949 level, This claim must be balanced against the
drain of “voluntary" hours, donations and heavy tax increases.

During 1952 a wage reform movement was launched, patterned
after Soviet policy, An attack was made against "equalitarianism"
and reliance on "socialist incentives" alone to spur production.
Piece work and time bonus systews were established wherever possi-
ble, Managers and technicians were allotted up to 30 percent of
their pay in bonuses. 7ages in Shanghai fell 37 percent below the
1949 "parity unit" equivalents, although *ie worlers were putting in
10 hours more per week than in 1949,

Official policy calls for an & to 10 hour day. Yet most
areas appear to have closer to a 12 hour day. To this total another
2 hours should be addedé for the many supervised activities, such as
compulsory attendance at political discussion neetings., In state in-
dustries wages and hours are determined mostly by the plan, in
private enterprises by the joint labor-capital councils,
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Certain categories of uvorlers get benefits covering sickness,
injury, old age pensions, ¢isability, maternity care, compensation to
dependents in case of accicdental death, These benefits are limited
to workers in: factories and mines with over 100 employes; railway,
navigation, postal and telecommunication services; capital construc-
tion units, The benefit fund is raintained by payment of the equiva=-
lent of 3 percent of the workers wages into a special account held in
the state bank in the name of the ACFTU,

"Emulation" drives to contribute extra hours and work for
less pay, Stakhanovite-type campaigns, "model workers" and "labor
hero!" competitions are condrcted by the "CFTU, The effects have often
been disastrous on hoth the worlers and long-range production, In
North China alone there were 3,000 industrial casualties from March
to hugust 1952, The accident rate for 1953 was even more serious.
Some employes become so exhausted they are unable to continue working,
Neglect of equipment maintenance impairs produvetion, Pressure is
added by legal sanctions against the woriers concerning attendance,
punctuality, sick leave anc their general attitude,

In August 1953 the Peking Deily Worker published reports of
the beating and torture of workers by the CCP cadres. The cadres
were accused of an "impatiernt mood" and "rash methods.," It was care-
fully pointed out, however, that this criticism ¢1d not mean punish-
ment measures were officially rejected. Soon thereafter "workers
courts" were established, composed jointly of workers and members of
the managerial staffs. These courts would differ from the practice
of criticism and self-criticism, it was pointed out, in that the
actions tal'en would be of a forcible nature.

Signs of dissatisfaction among *he workers are revealed
through some of the government policies, In 1952, for example, a purge
of "bourgeois elements" was condveted within the unions. A year later
reports of alleged worker sabotage were assuming major proportions.

A campaign was launched against slackness in Jabor discipline, The
slackness was held to inclvde: absenteeism, faking sickness, arriving
late and putting tools away early, working at low speed, neglecting
care of machines, turning out defective products and disobeying
supervisors.,

-~ pp. W1, 122, 123, 158
161-165, 169173,

gi ng-ﬁgvj gt Relations

For the first time the “oviet Union has had to recognize it
1s dealing with a partner. Soon after the CCP took nower a basic
agreement was negotiated between the two countries, It provided:
mutual military action if either country is attacked; %300 million
in Soviet aid at one percent interest over a period of 5 years; return
to China of the Changchun railway; trade and bsrter agreements; joint
Sino-Soviet companies in oil, ccal gas and non-ferrovs metals; Soviet



withdrawal from Port Arthur and Dairenj cultural delegations and
educational exchanges. )

Subsequently the Soviet Union agreed to transfer its in-
stallations at Port Arthur to China without compensation. In return
for Chinese food exports the Soviet also agreed to transfer to China
all Soviet interests in the Joint €ino-Soviet companies at Lagren,
and in the provinces of Sinkiang and Chinese Turkestan,

There has been an increasing influx of Soviet advisors into
China to aid in all spheres of reorganization of the country, Each
Chinese bureaucrat has also tended to lean on his Soviet counterpart
for advice, In the Korean war China was able to modernize its armed
forces with Soviet aild and the help of Soviet military advisors has
become all the more necessarv because of the switch to heavy and
complicated eqguipment,

In 1953 Foscow published four volumes of ""ac's works in
Russian with an introcduction characterizing them as creative writing
on the change in the nature of the colonial revolution. On oeccasion
Pravda has reported the schedules and the frequencies for tuning in
on Peking broadcasts. '

In China lao has called for "a tidal wave of learning from
the Soviet Union," The study of Russian has become more and more a
mass movement., In the 1949-53 period some 10 million copies of
Stalin's works were published in Chinese. In September 1954 Peking
began rebroadcasting Chinese langvage programs originating in lMoscow.
The CCP cadres are urged to concentrate on study of the Coviet ex~
periences in incdustrialization. Peasant trips to the Soviet Union
have been organized to see the collective farms there, Soviet
medical theory and experience already permeates Chinese medicine.,

In 1954 the Sino-Soviet Friendship Association reported
58 million members within China, Its executive committee of 203
members reads like a " ho's “ho in China,."

Transportation and comnunicetion facilities between the
two countries have heen improved, There is now long distance tele-
phone service between Peking and l'oscow and a regular through train
service has been established between the %two capital cities,

The partnership nature of the relationship is reflected in
a public reference b the Peking authorities in 1953 to Chinese
"demands" for Soviet economic aigd,

- e 13, 39, 271=277
PPe 328283, 288, 291.

Foreien Folicy

The new CCP government received formal recognition from
the USSR in October 1949, Recognition soon followed from the Soviet
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"satellites; then from the South Asia neutral blocj and in January

© 1950 from Great Pritain, By October 1953 formal ciplomatic relations
had been established with 19 countries, The CCP government has
never acknovledged the recognition extended to it by Yugoslavia only
four days after it took power., A Chinese anbassador was not sent to
Viet Minh until fugust 1954,

Treaties of friendship have been established with most of
the Soviet blocy along vith favorable trade agreements., All former
treaties signed by past Chinese governments have been abrogated,
foreign private interests stripped of their former protection and their
assets seized generally without compensation.

China has set out to establish itself as one of the five
great world powers and the major power in Asia itself, The fact that
China stalemated a coalition of great powers in Korea has gone a long
way to prove to neighboring_ countries that it has the ability to
establish the status claimed,

In a joint statement with Nehru in 1954 Chou En-lai set
forth the diplomatic policy of the CCP government: mutual respect
for each other's territories and sovereignty; non-aggression; noti=
interference in eech other's internal affairs; ecuality and mutual
beneflts; co-existence.

Under the new constitution the overseas Chinese were alloted
30 seats in the Septe:ber 1954 National Asserbly., Student youth
among the overseas Chinese are urged to return to the homelané for
special training after which they are again sent abroad to function
as organigzers of cadre elements,

== pp. 237=2k1l, 252, 253
52877580, %308 .57

Natiopality and Relleious Grouvs

China's population includes 60 édifferent minority nation-
alities with a total of some 40 million people., The governrent has
classified these peoples according to the stage of t-eir class
- development: primitive pastoral stage (I 1ao people); serf system
(Lolos); developed feuvdal stege (Tibetans outside of Tibet):; semi-
feudal stage (Inner lMongolia).,.

Autonomous areas are being established for the minority
groups and they are allowed to retain their cwn languages, customs
and religions. The land reform has not been comnleted among the
minorities. Most officials in minority areas have empty titles end
no power, So far around 100,000 CCP cadre elements have heen trained
among the minority nationalities, mostly youth,

The Lohammedans, who nresent the most ticklish probler,
have been treated as both a minority nationality and a religious group.
lioglem areas have been most rebellious against the CCP rule, In
Kansu province in 1952 they killed 3,000 varty elements and seized
three districts before the army suppressed the revolt.
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Buddhism, on the other hand, because of its loose organi=-
zation made an easy target for the CCP, The monks were classified
as landlords and the monastery land redistributed., An officially-
sponsored Buddhist Association was formed to participate in the land
reform, struggle against "counterrevolutionaries," aid the Korean
war effort and recognize the Buddhist duty to construct a new reli-
gion in the new society., Buddhism was being organized out of exisw
tence.

The Taoist religious societies were an easy target for the
government because of their secret organizations, A ruthless came .
paign was waged against them and rany were executed,

Christianity was attaclred as an agency of imperialism,
Christians were subjected to house arrests, mass trials and imprison-
ment, lany were executed, In 1949 there were over 3,000 Protestant
missionaries in China, By April 1952 less than 100 remained in the
country. Catholic missionaries declined from 3,222 in Janvary 1951
to 354 in November 1953,

The CCP organized a National Christian Couneil which issued
a manifesto in 1950 calling for: support of the land reform; a
purge of imperialist influence in the church; reform of Christianity
through self-criticism and avsterity measures; the installing of a
patriotic spirit in the church members.

‘o= pp. 184=192,

A sweeping revision of the educational system began in 1952,
Primary school training was redvced from 6 to 5 years., 'orker and
peasant graduates of primary school were admitted on a part-time basis
to the middle school which lasted © vears as hefore. The number of
institutions of hi%her learning was reduvced from 201 to 182, lLost of
these were made into specialized centers of training. Only 14 re-
mained comprehensive-type universities, By the end of 1952 student
enrollment included 203,000 in colleges, over 3 million in secondary
schools and 5% million in primary schools.

- Late in 1953 the government decreed that industrialization
must take precedence over the broadening of edwcation, It ruled that
young preorle must be trained for and directed toward work in the
fields and factories. A campaign was opened to achieve better discie
pline among students. Laxness was c'arged, suchascoming late, leav=-
ing early, reading novels in class anc arguing with the teachers,

The techniques of the cadre school were carried into the
whole of society. Practically all of the population was organized
into amall discussion groups led by the trained cadres., A syvstem of
rutual ideological spying was promoted that extended into the home
and family,



According to Al Ssu-ch'i, editor of "Study," the bulk of
the people need to know but three basic theories: labor created the
world; class struggle; the lLarxist theory of the state, Beyond these
factors the political objective was one of inculcating "true patriot-
ism:" absolute opposition to imperialism; belief that the fatherland
is great; absolute support of the government; love of the people, of
work, of science; protection of the collective properties; support of
China's relations with the Soviet Union.

The government has tallen firm control of the press and pub-
lishing houses. The managerent of all periodicals was overhauled and
some were forced to suspend publication. County and provincial news
is localized. Only a limited number of centrallyesupervised publica-
tions are permitted to circulate freely throughout the country.

Inventories of all publishing houvses and libraries were
examined for ideology, terminology and contents. Books under some
17,000 titles were confiscated and used as waste paner or burned.,

Four categories of publications now appear: translations
from the Russian; works of CCP leaders; popular propaganda material
which constitutes the main bulk of published material; literature
and art which has a very thin ocutput, The publishing volume for 1952
included 760 million copies of books,. 365 magagines with a total
circulation of 200 million copies, and 276 newspapers at the dis-
trict level and above,

In 1951 a campaign was opened to bring the intellectuals
under party control. The Central Committee of the CCP launched an
attack on an indepencently produced film pointing up the theme of
popular education. The CC called for cadre discussion of the film's
ideological blunders. Iany party elements had been applauding the
film., They were tavght a lesson and the artists were shown that the
party and not t-erselves would judge their creations, As the cam-
rpaign to control the intellectuals deepened, mass recantations and
confessions developed, involving practically all the leading scholars.
Some denounced all their previous works.

L D pp. )-I-S, 62 73’ 182
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Source Materisl

, Walker reports that his book is tased in the main on the
following source material: .

1, A unique collection of CCP sources in the Yale Univer-
sity Library, the basis for which was laid with the acquisition in 1951
of one copy of everything contained in a Dairen bookstore. Included
are flles of over 30 periodicals, together with 1,300 books and
pamphlets published in Manchuria and in Chinese in the Joviet Union
between 1986 and 1950,
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These sources were supplemented by another 80 CCP
periodicals published between 19B9 and 1952 which ‘‘alker himself
picked up on a trip to the Far East., In addition Yale has since con-
tinued to receive the major CCP publications and h“as one of the most
complete collections of CCP material in the U.S.

Valker reports that he studied closely day by day: the
People's Daily; a Tientsin paper featuring economic and financial
news; Study, the theoretical organ; The New China lonthly, covering
all walks of Chinese life; The Current Affairs Handbook, published
for CCP propagandists; New China “omen; China Youth,

2. A mimeographed publication of the U.S. Consulate General
at Hong XKong which Valker cescribes as source material presented for
scholarly use and remarkably free of political bias. Inelvded in
this material are a "Current Background" series, "Survey of the
China l'ainland Press" and "Chinese Communist Propaganda Review,"

3. "Soviet Press Translations,” published by the Univer-
sity of "‘ashington at Seattle from 1946 to 1953, which contains
translations of some CCP documents not to be found elsewhere.

4. "Current Digest of the Soviet Press," published weekly
1nlNew York since 1949, a source of official statements on Sino-Soviet
relations,

5¢ W, %, Rostow's "Prospects for Communist China" and
Ronald Hsia's "Economic Planning in Communist China,"

6, iliscellaneous reference material is listed in Valker's
bibliographic note on pages 329 to 335 and in the Notes to the
chapters on pages 337 to 387.





