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INTRODUCTION

This is the Institute’s third annual
review and it is offerred to our members
with an apology for the delay, It wasnot
brought out last May since the various
Annual Reports of the Ministries of
Government of India were not issued till
the budget was presented to the newly
elected Lok Sabha in June and July 1971.
By that time the crisis in the subcontinent
preoccupied the staff of the Institute.

The third annual review is more
elaborate and detailed than the second
one and it has become necessary to issue
it m two volumes. The first volume deals
with East, South east and South Asia,
excepting for India. The second volume
will deal with West Asia, Indian Ocean,
developmenis in  the interpational
communist movement, technological
development, arms transfer and super
power relationship, Furopean security,
disarmament and India.

While our intention was to treat in
this volume the developments of 1970-71
only, we have briefly touched upon the
subsequent developments at various
places. But it is our hope to have a
full annual review on 1971-72 which
will cover the ground comprehensively
for that period.

In preparing this review care has
been cxercised to put together an account

of events and statements which will
illuminate the security posture of the
country concerned and to keep comments
to a minimum. This compilation is
admittedly an Indocentric one and the
criterion  governing the selection of
facts and statements for inclusion in
this review is their relevance to Indja’s
security and its international interests.
The review has been deliberately titled
to highlight this aspect. This will also
explain the relative weightages given
to various developments and in some
cases even the manner of presentation,

All information included in this
review is from published sources.
While deciding about the information
for inclusion in the review we have
deliberately leaned on the cautious side
and have incluyded all information which
have some plausibility abouf them.
This, no doubt, shifis a portion of the
burden of assessment on to the reader;
but at the same time we have attempted
to provide sufficient background infor-
mation for the purpose.

It is hoped to issue the second
volume in the next two months,

K. SUBRAHMANYAM
EDITOR

February 1972



I EAST ASIA

1. - CHINA

ECONOMY

The 1971 New Year Day joint
editorial in the People’s Daily, Libera-
tion Army Daily and Red Flag sums up
the economic achievements of China
during 1970 in the following words : -

“The Third Five-Year Plan for
developing the national economy has
been successfully fulfilled. Rich hag-
vests have been gathered for nine years

in industrial production. Prices are
stable and thc market is thriving.
Preparedress against war has becn
further enhanced. The dictatorship of
the proletariat in our country is more
consolidated than ever. The revolu-
tionary spirit of our people is soaring.
Our great socialist motherland is
flourishing.”

This may be too rosy a picture,
Nevertheless, there are indications to
belicve that China’s c¢conomy has

rumning. A new upsurge is emerging
China—Statistics
Arca eee 96 mn sq Km
Population <. 760 mn (UN estimate)
GNP ... $75bn (1970, Japanese estimate)

Defence Budget

Armed Forces :

Total Strength

§7,250 mn (1970, Japanese estimate)
$7.800 mn (1969, SIPRI Stockhelm

278 mn (ISS, London estimate)

Army vee 245 mn
Navy < ees 150,000
Air Force 180,000
Currency : ..« Renminbi (yuan)

(yuan 2'46=§1'00)

estimate)




turned the corner, that it has recovered
from the adverse effects of the Cuitural
Revolution, and that in  certain  sectors
it has regained and progressed beyond
the Ievel of 1966.

Economic Growth

Since no meaningful official statis-
tics on the progress of the Chinese
economy have been published since
1960, it is extremely difficult to measure
the actual growth or retardation of
the Chinese economy. However, various
Western experts have, from time to
time, tried to assess the growth rate on
the basis of the ‘‘crude” figures
available on China’s production. One
of the latest assessments has been
given by Werner Klatt, Fellow of St
Anthony’s College, Oxford. In his
“Review of China’s Economy in 1970”
(China Quarterly, July-September 1970),
China’s gross domestic product during
the period 1952-1970 has been cstimated
as follows :

Another estimate published by the
Japanese Foreign Ministry in June 1970
puts the gross national product of
China in 1969 at between 570 bn and
380 bn and the pec capita income at
between $90 and §100. An exchange
rate of one dollar to 246 yuan is
reported to have been used in the esti-
mate. The Japanese estimate was
presumably on the basis of current prices
while that of Klatt was computed at 1952
prices.  According to 4 third estimate,
by the Far Eastern FEconomic Review,
(19 Sep. 1970), China’s cconomy may
be growing today at the rate of between
& and 10 per cent. Klatt's estimates
would give an average growth rate of little
over 4'5% between 1965 and 1970, A
Japanese estimate in 1968 had put that
year’s growth at 4 per cent. However,
since 1969 and 1970 recorded better
petformances, the growth rate apparently
had increased during these years, pro-
bably to 5 or 6 per cent. (The latest
Japanese Foreign Ministry estimate of
China’s GNP in 1970 is $75 bn),

(Billion Yuan of 1952)

Scetors 1952 1957 1965 1970
Agriculture 335 400 40-0 460
Industry, mining, construction 19'0 300 450 390
Trade, public utilities 22'5 300 450 550

Total 750 1000 i30°0 160'0

A NCNA report broadcast over
Radio Peking on 22 September 1970
gave a rosy picture of China’s
fmancial sitnation, The report reads in
part :

(2)

* Revolution...has given

“The Great Proletarian Cultural
great impctus
to China’s industrial and agricultural
production and brought about an even
more stable and consolidated financial



situationt.  State reveniue between Janu-
ary and August of this year was much
greater than for the corresponding
period of last year und came in much
faster than this year’s plan, and the
situation is unusually good. State
expenditurc ensured that the needs of
production, construction and national
. defence were duly covered. Revenue
exceeded expenditure, striking a very
favourable balance. The plan for bank
credit receipts and payments were ful-
filled satisfactorily. Capital turnover
was considerably accelerated. Savings
depesits in both urban and rural areas
rose steadily. China’s Renminbi (RMB)
is one of the few stable currencies in the
world and enjoys an ever Thigher
prestige internationally,”

In the absence of any concrete bud-
get or other figures it is not possible to
verify the Chinese claim, but there is
no evidence available to contest the
claim cither. The ‘Tanjug" correspon-
dent in Peking also reported (October
1970) the healthy state of China’s
economy.

Economic Planning

The Chinese ceased to divulge
information on the progress of their
economic plan since the failure of the
Second Five-year Plan (1958-1962) in
the wake of the “Great Leap Forward.”
According (o the 1971 New Year Day
cditorial “the Third Five-year Plan (1966-
70) for developing the national economy
has been successfully fulfilled”’. About the
Fourth Five-Year Plan (1971-1975), first
mentioned by Inner Mongolian radio in
October 1969 and officially announced
by Premier Chou En-lai in October
1970, the editorial had the following to
say @

(3)

“This year (1971) is the first yeat
for China to carry out her Fouth Five-
Year Plan for developing the national
economy. Chairman Mao teaches; ‘The
Chinese people should have a great
and far reaching plan and strive to
change China’s economic, scientific and
cultural backwardness within a short
period and enable it rapidly to reach
advanced world levels.” The Fourth
Five-Year Plan period is important for
realising this great strategic aim. We
should take the struggle between the two
classes, the two roads and the two lines
as the key and go all-out, aim high and
achieve greater, faster, better and more
ceanomtical results in building socialism.
We slould give full play to the revolu-
tionary spirit of maintaining independ-
cnice and keeping the initiative in our
own hands and relying on our own
efforts, working hard and building up
our own counlry through diligence and
frugality, give prominence to proletarian
politics and carry forward the mass
movement in agriculture and industry
... The whole nation should Tearn from
the People’s Liberation Army and
strive to fulfil or overfulfil the national
economic plan for 1971 in an ali-round
way.”

An AFP report from Peking says :
“China now appears to have a suffici-
ently solid economic base to permit it
to announce during 1971 the goals of a
new ‘leap forward’ in its fourth five-
year plan™.  Unless the details of the
plan are available (the final details of
the fourth plan, according to thereport,
are not expecied to be worked out until
the end of 1971), it is not possible to
comment on this aspecl. However, the
uapparently satisfactory results obtained
by broad sectors of 1he economy in



1970 entitle the country to look for-
ward to 1971 with relative oplimism
and set some relatively higher goals in
its plan. A MTI (Hungarian news
agency) report from Peking said that
the year 1970 was “economically most
successful for Chipa™, and that the
Third Five-Year Plan ended “with
excellent  results, overcoming grave

losses caused by the Cultural Revolution
in 1967-68.”

Agriculture

China claimed an “‘all-time 1record’’
in grain and cotton harvests, with grain
output in 1970 surpassing that of 1969
by 16 per cent. It was said to be “the
ninth  successsive  year of excellent
crops”. No figures were, however,
supplied in support of this claim, but
the impression gained from partial data
and percentages is that, apart from
1966 and 1968, when there was a small
decline, there has been a steady growth
in Chinese agricultural production since
1962, According to FAQ estimates,
food-grain production “including
potatees and sweet potatoes converted
_ iato food-grain equivalent amounted to
222 mn tons in 1969 compared to about
214 mn tons in 1967 and 212 mn tons
in 1968, The production of paddy was
estimated at 95 mn tons in 1969, four
mn {ons more than in 1968. There
were also increases in sugarcane, soya
beans, tea and vegetables and in live-
stock products. Increased agricultural
production, according to FAOQ survey of
the world’s food and agriculture in 1970,
has allowed China te case its food
rationing since 1969,

Other Western experis, quoted by
the Economist Intefligence Unit’s (EIU)

(4)

Quarterly Economic
(Annual Supplement 1970), however,
give a Jower estimate of Chinese
food-grain  production, Acording to
them, cercal output fell from 190 mn
tons in 1967 to 180 mn toms in 1968
and rose to 195 mn tons in 1969 and
probably to 200 mn toms in 1970.

Review, China

. Premier Chou said (Fcbruary 1971) in

an interview with Edgar Snow that
China’s total grain output in 1970 was
240 mn tons and that China had state
grain reserves of 40 mn tons.

Colton preduction, which rcmains
inadequate to cover domestic require-
ments, hus been estimated at 2 mn tons
in 1970 by Werner Klatt as against 1'6
mn tons in 1965 and sugar at 1.7 mn
tons against 1.3 mn tons in 1965,

In 1970, Chinese agriculture saw an
intensification of the drive to maximise
the area of high and stable yields, to
free the country from the threat of
recurring natural disasters and to
improve the methods of cullivation
which have been the keynote of China’s
agricultural policy since the apgricultural
disasters of the ‘‘Great Leap Forward”
period (1959-61). Throughout the year
(1570) there were frequent reports in
the Chinesc press and radio indicating
progress in  the implementation of
massive soil conservation programmes
cavering irrigation and drainage, river
control and afforestation ; and  the
adoption of improved farming techniques
including greater use of chemical
fertilizers, pesticides, insecticides and
other agricultural chemicals, improved
strains of seceds as well as rapid
agricuitural mechanisation. About the
progress in mechanisation Radio Peking
claimed on 21 September 1970 that



China’s agriculture had become increas-
ingly mechanised this year (1970), with
greater use of rice transplanters, tractors
and other labour-saving machinery. It
said that more rice transplanters were in
operation than ever before, and added
that in some areas 70 per cent transplant-
ing was accomplished by machines,

Some foreign experts, quoted by The
Times (London) of 22 December 1970,
believe that due to the extension of irrj-
gation and development of the fertiliser
industey  apricultural production in
China *“may be increasing at a faster rate
than even the population growth”
(According to a recent demographic
sludy by the UN Population Bureau,
it is estimated that between 1963 and
1968, China’s population probably grew
at the rate of only 1.4 per cent per
year),

Industry

China claimed that in 1966 the
gross value of industrial output was 20
percent higher than in 1965, Industrial
production, however, was adversely
affected in 1967 and early 1968 due to
the excesses of the Cultural Revolution,
With the return to normalcy in late
1968, industrial activity began to gather
momeatum, and by 1970 a majority of
the industrial sectors were reported to
be back to their pre-Cultural Revoln-
tionary levels. Some Western analysts in
Hong Kong believe that the total valye
of China’s industrial production even
in 196% equalled the level of 1966
though “performance was uncven''.
One Western source (Werner Klat{) has
estimated the indwvstrial growth rate
during  1966-70  (1965=100) at:
1966 =110 ; 1967=95; 1968=105 ;
1969 = 115, and 1970 =130,

Among various sectors of industry,

(3)

the most impressive progress has
apparently been made in the exploi-
tation of the mineral wealth, parti-
cularly 0il. According to Chinese official
claims, the oil industry achieved self-
sufficiency in the oulput of petroleum
products in the sixties, and the tasks set
for Third Five-Year Plan (1966-70} were
fulfilled two years ahead of schedule,
Prospecting is now said to bein progress
on a large scale throughout the country
resuiting in the discovery of new oilfields
in arcas ‘*‘once dismissed hy the
bourgeois  technical  autharities  as
hopeless™. The production of crude oil
was claimed by NCNA in August 1970
to have increased by 34 per cent in  the
first eight months of 1970, while the
state plans for the production of major
products like petrol, kerosene, diesel
oil, lubricants, fuel cil, paraffin and
ashphalt had all been ‘‘overfulfilled
and reached all-time high.” Twenty
major technical innovations matching
“advanced world standards”  were
claiimed to have been jntroduced in the
field of oil industry., The Tach’ing
oilfield, China’s premier and much
advertised oil producing area, claimed
that production in the four years since
the Cultural Revolution began in 1966
was double that of the previous fonr-
year period,

According to an AFP report appear-
ing in The Times (London) of 22
December 1970, annual oil output  esti-
mated at 12 mn tons before the Cultural
Revolution is now around 20 mn tons.
According to another estimate (Werner
Klatt), the 1970 output was around
12'5 mn tons only, against 9 mn tons
in 1965. Prime Minister Chou claimed
(February 1971)) that China's oil output
in 1970 was more than 20 mn tons.

The coal industry appears to have



done fairly well although the production
probably is yet to reach the 1966 peak
level of 320 mn tons. Peking Review
on 13 November 1970 claimed that
many coal mincs in various parts of the
country “‘have steadily increased their
production while new mines are rapidly
developing, thercby enabling coal output
to remain high and stable.” From
January to August, coal targets set by
the state were “overfulfilled every
month and cutput showed a 24 percent
increase over that of the corresponding
period last year.”” Coal production in
1970 has been variousiy estimated at
between 255 and 300 mn tons (Werner
Klatt’s estimate is 255 mn tons while
that of EIU is 300 mn tons) However,
continued reports of fuel saving
campaigns would indicate country-wide
coal shortage. Thus recently (December
1970), the State Planning Commission
and the Ministry of Commerce jointly
organised a national conference on fuel
saving in the Paoting area of Hopei
province. It was urged in the conference
that high-grade coal should not be used
for domestic consumption even in coal-
mining areas,

The iron and stecl industry has
recorded considerable progress and
appears to have regained the level of
1966. All the premier steel centres in
the mainland, including Anshan, Wuhan,
Paotewand Shanghai, have reported the
fulfilment of the 1970 plan =zhead of
schedule, as well as the production of
various “‘new’’ types of steel products,
Thus, according to NCNA, the Anshan
Iron and Steel Company, China’s oldest
and biggest steel concern, produced
during 1970 over 200 new kinds of
steel, rolled steel and chemical by-
products, including alloy steel plates
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for shipbuilding, new types of steel
pipes for petroleum industry, tough
triangular  steel cables for mining
industry as well as other products and
by-products for agriculturc and petro-
feum, machinery, coal and chemical
industries.  Among  the  “several
thousand” technical innovations, work
processes, materials and equipment
claimed to have been developed in
Anshan during 1970, are complete sets
of equipment for making oxygen
generators, a cold-rolling sheet mill, a
stecl cable-drawing machine of a new
type, equipment for recovering chemical
by-products and big power-shovels. A
new ore-dressing installation replaced
the flotation ore-dressing machines and
“has opened a new road for low-grade
hematite  ore-dressing  in  China."
Mechanisation of production at the
Anhant No. 1 stec!sheet mill was claimed
to have reached the 75%, mark. Other
steel centres have also reported similar
‘impressive’ achievements. The estimated
output of crude steel in 1970 was 15 mn
tons as against 12 mn tons in 1968 and
16 mn tons in 1966, Prime Minister
Chou, in his interview with Edgar Snow
(February 1971), said steel production
averaged between 10 mn and 18 mn
tons a year over the last 5 years.

The  machine-building  industry,
which *“has come a long way” in the
past 20 years, has almost recovered from
the losses of the Cultural Revolution
period.  According to an  Australian
assecssment, the machine-building
industry which accounted for only 279
of China’s gross industrial output in late
1949, accounted for 129 by 1966.
After 1966, there had been a period of
stagnation due obviously to the Cultural
Revolution ; but in the past two years



(1969-70) output “‘has risen considera-
bly”". During the year, Peking anaounced
a reorgamisation. plan  for China’s
maching-building  industcies, Two
machine  building  ministries  were
replaced by a single Ministry of Light
Industry and the Eighth Ministry of
Machine-Building which was responsible
for agricultural machinery and equip-
ment had merged with the Ministry
responsible  for  civilian  machinery
development.

The Chiness press and radio also
reported  concentrated  development
efforts during the period under survey
in the fields of shipbuilding and electro-
nics industries. Developments in ship-
building have been detailed in the section
‘Atmed Forces” and in  electronics in
the section 'Science & Technology’,

During 1970, China launched 2 new
campaign for mnation-wide construction
of medium and small industries to
boust its national economy and ‘“‘war
preparedness™. A Radio Peking broad-
cast on 24 August 1970 emphasised the
usefulness of medium and small industries
urging the country to follow Chairman
Mao’s ‘'gencral line on  socialist
construction” to bring aboul rapid
industrialisation and a “leap in our
national economy™. Despite an appa-
rent come-back of the principle which
guided the wnsuccessful “back-yard
furnaces™ experiment in 1958-60, China's
new drive for small indigenous
factories utilising local resources and
labour appeared to have borne good
resulis. By ihe end of August 1370,
over 20 Chinese provinces, cities and
regions, by following the same principle,
had reportedly gone into mass produc-
tion of cars, while small chemical
fertiliser and cement plants alli over

China were stated to have produced
a third of the country’s total output
in these producits. The radio claimed
that small factories throughout China
had been producing steel, machines,
chemical fertilisers, coal, electricity,
cement and agricultural implements, It
further claimed that medium and small
factories throughout the country had
turned out to be the “*shock force” of
China’s technical innovations.

During the vear, the Chinesc
aurhorities also appcarcd to have drawn
a contingency plan for the dispersal and
redistribution of industries ““in the event
of a war™. A People’s Daily article
by the Honman Revolutionary Com-
mittee broadecast over Radio Peking
on 3 June 1970, read in part :
“If US imperialism and social-imperia-
lism should dare to imposc a war on us,
local industries scattercd all over the
country can be rapidly switched over to
war production to meet the nceds of the
revolutionary  war... At present, US
imperialism and social-imperialism are
frenziedly carrying out arms expansion
and war prepatations.  We must be on
guard against the enemy’s activities and
be prepared againt war while developing
local industry.””

One Western source (Werner Klatt)
has cstimated the output of sclecied
industrial products in 1970 as follows :

Coal —255 mn tons
Electricity—60 bn kwh
Crude 0il —12'5 mn tons
[ron ore—45 mn tons

Pig iton—20 mn tons

Crude steel-—-15 mn tons
Cement—13'5 mn tons
Fertiliser— 6'5 mn tons
Colton cloth—6'6 bn metres,

(7}



Foreign Trade

According to a survey made by the
Japan External Trade Organisation
(JETRQ), China’s total foreign tradein
1969 reached 8 3873 mn, an increase of
seven per cent over the previous year.
Exports totalled § 1980 mn and imports,
$ 1893 mn, Japan was the largest trade
partner with a total turnover of $ 625.3
mn, followed by Hong Kong with $ 451.6
mn,

The JETRO survey said that China
had 2 favourable trade balance in 1969
because increases in exports to South-
East Asia more than offset increases in
imports from Japan, Western Europe and
the wheat exporting countries., China’s
exports to South-East Asia, comprising
Hong Kong, Singapore, Malaysia, Ceylon
and Pakistan, increased by 3°5 per cent
to § 706.2 mn. Imports from the area
totalled § 1841 mn,

According to another Japanese
estimate, China’s exports Lo the West in
1969 increased by 12'3 per cent over
1968. The non-Communist world's
share of China’s foreign trade rose to 78
per centin 1969 with Japan alone accoun-
ting for 16 per cent.

Trade between Britain and China
reached an all time high of § 214'8 mn
in 1969, only surpassed once under the
Nationalist Chinese regime in 1920 when
it had reached $ 280 mn, Most of the
increase in British exports came from
big Chinese purchase of non-ferrous
metals —platinum, copper and lead. In
1969 West German exports to China
declined by 11'3 per ceat from $ 190 mn
in 1968 to %169 mn, while imports
increased slighty from %93 mn in 1968 to
& 94 mn. West Germany’s main items of
sales to China during the year were iron

(8)

and steel, chemicals  and

machinery.

copper,

Sino-Soviet trade hit a record low
in 1969 totalling 51'1 mo roubles against
86'04 mn roubles in 1968, according
to statistics released in Moscow in
June 1970 (Rouble 090=$ 1.00).
Soviet exports to China totalled 25 mn
roubles and imports from China
$ 26’1 mn roubles. The Soviet
official **Survey of Foreign Trade in
1969 remarked : ‘A further decrease
in trade with the Chinese Peoplc's
Republic occurred through no fault of
the Soviet Union™, However, with the
signing of a new “agreement on the
exchange of goods and payment” bet-
ween the two countrics in Peking
on 22 November 1970, and with
a slow improvement in Sino-Soviet
relations, the Sino-Soviet trade may
increase slightly in future. (Premier
Kosygin disclosed in a statement on
2 January 1971 that “both sides agreed
to cxpand trade”.) There was also a
report from Washington in Qctaber 1970
about Russia negotiating the sale of
an unspecified number of long-range
Ilyushin subsonic jet transport planes
(IL-62s) to China. Sino-Soviet trade
further dropped to 41.9 mn roubles in
1970. '

Complete trade figures for 1970
were not available at the time of the
Review going to the press. According
to a report compiled by JETRO in
November 1970, China’s trade with 24
major non-Communist countries in the
first six months of 1970 increased by 18
per cent, to $ 15024 mm, compared
to the corresponding period of 1969.
Emports (3 804'4 mn) rose by 42 per cent
while exports (3 698 mn) fell by about
2 per cent, resulting in a trade deficit of



more than 3 100 mn for the period.
The rise in  imports was mainly due to
a 77 percent increase in purchases from
Japan, which included steel products
and lorries. The 24 countries covered
in the report were China’s major busi-
ness parinets including Britain, France,
West  Germany, Australia, Canada,
Hong Kong and Japan.

According to the estimates made by
Japanese trade ciccles, China's total
foreign trade may reach an all time high
of $4'5 bn in 1970. The previous
high was # 4°4 bn registered in 1966.
The value fell to $ 37 bn in 1968
in the wake of the Cultural Revolution.
Other Western reports from Peking and
Hong Kong also indicate that China’s
total trade in 1970 would surpass § 4
bn. An AFP report from Peking in
December 1970 said that the import of
vehicles and locomotives (during the
year China placed orders for 2500
Berlict Jorries from Morocco, with
delivery of 300 vehicles a year, and for
more than 70 locomotives of hetween
4,000 and 5,000 hp, worth about £ 40,000
each, from West German and French
companies) was expected to weigh
heavily on China’s trade balance in 1970.
Nonetheless, the report added, China
was expected to have a relative surplus
“thanks to the funds sent by Chinese
living abroad.” (According to {atest
Japanese Foreign Office estimate, trade
in 1970 totalled $ 43 bn.)

Sino-Japanese trade faced an unex-
pected hurdle in April 1970 when
Premier Chou En-lai set his ““four
conditions™ for trading with China.
According  to these China would
not trade with those Japanese firms
which do business with South Korea

(9)

and Taiwan with the aim of supporting
them; have investments in South Korea
and Taiwan; cooperate with “US aggres-
sion” in Vietnam; or engage in joint
ventures in Japan with US firms. The
conditions put Japanese enterprises
in an awkward position since Japan
exports more to both Taiwan and
South Korea, (whose governments Japan
recognises) (han to China. How-
ever, despite Premier Chou's restric-
tive terms, trade between China and
Japan reached a level of § 825 mn in
1970, an increase of 329 over 1969

A significant development in the field
of China’s foreign trade in 1970 was the
country’s search for aircraft.  Apart
from negotiating with Russia for the
purchase of IL-623, Peking bought 4
second hand British-made Trident trans-
port planes from Pakistan and sent civil
aviation dclegations to various West
European countries including Britain
and France in search of airliners. The
high-power delegation which participa-
ted in the British Farnborough airshow,
Britain’s shop window for its aviation
products, also visited two of Britain’s
biggest aircraft factories, and showed
interest in the BAC-111. Britain was
reported to be ready to sell China
any civil aircraft currently in production,
excluding the Anglo-French Concorde
and the VC-10 airliner. China is also
reported to be seeking to purchasc
airliners which have no US components,
from France. A  Hawker Siddeley
mission from Britain visited Chinz in
March-April to discuss aircraft (presum-
ably Tridents) deals.

A new purchase contract of 98 mn
bushcls of wheat, worth about % 160 mn,
was signed with Canada in Octaber



1970. The new sale has raised the
Canadian wheat shipments to China
to 600 mn bushels. WNo fresh contract
for Australian wheat during the wheat
year, Dscember 1970 November 1971,
had been announced till theend of 1970.
However, during the year ending 30
November 1970, China was the largest
customer of Australian wheat, taking
31 per cent of the total wheat exports.

Transport and Communications

During the period under review a
number of new railway lines and other
prajects were completed and opened to
traffic. They are:

(i} The Anlu-Weichiatien linc in
Hupeh  province, Iinking
the Pecking-Canton and Han-
Tan lines, opened ta traffic in
April 1970.

(ii) The 140 km Suihsi-Fyyang rail-
way in Anhwei province. This
railway, completed and opened
to traffic in December 1970,
links Hofei, the provincial
capital, with Fuyang;

(iii) Double-tracking of the 145-km
Sian-Paochi line, completed
and opened to traffic in June
1970,

(iv) A number of short narrow-
gauge lines, aggregating more
than 650 km in length, built
and opened to traffic in Hunan
province.

(v} The “first large" railway over-
pass in Tsingtao, called the
Yehching Bridge,

{vi) A 385-metre railway bridge
over Chienyang river.
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Despite these new constructions,
much of China’s estimated 235,000-mile
railway network is said to be old, and
the railway workers reportedly must often
“make do” with old, much-used
equipment,

There were some reports of road-
buildingand bridge-building. According
to Radio Peking, the total mileage of
roads in Kwangtung province is now 14
times greater than before ‘‘Libera-
tion (1949), and in just over two
years during the CuMural Revolu-
tion 5,000 km of new roads were
constructed in the hilly areas of the
province, In Hunan province more than
2,000 km of roads were reported to have
been built during 1969-70.  According
to NCNA, sincethe start of the Culturaf
Revolution, four times as much road
mileage has been added in the province
a8 was built in 30 years before ““Libera-
tion™.  Two concrete road bridges over
the turbulent Yellow River— one in
Chinghai province and the other in
Ninghsia-Hui Autonomous Region, the
latter said to be the first ever Yellow
River bridge in Ninghsia, were cons-
tructed and opened to traffi..

According to a Japanese estimate
made in July 1970, China has about
550,000 km of roads of all types. This
estimate is lower than the one furnished
by the Yugoslav news agency ‘Tanjup’,
which stated in November 1969 that
China had some 300,000 km of “predo-
minantly all-weather” roads and nearly
300,000 km of secondary roads without
hard surfaces (refer to page 7 of IDSA
Annual Review 196%-70).

It was reported in July 1970 that
China was stepping up the work to



expand the internmalional port of
Chankiang (Changchiang) on the South
China sea in Kwangtung province, to co-
ordinate with its campaign to promote
foreign trade. Work was said to bz under
way to expand the whacf and to build a
large shipyard, a building for port affuirs
and a number of ware-houses.

The first regular once-a-month ship-
ping service between Yugoslavia & China
opened in May 1970 with the Yugoslav ship
‘Trepca™ leaving the port of Rijeka on 2]
May. Initially four or five Yugoslav ships
were to be employved on the China route,
The opening of the shipping line came
as a result of the December 1569 agree-
ment between a visiting Yugoslav ship-
ping delegation and the China National
Chartering Corporation. The Chinese
reportedly guaranteed a minimum of 50
per cent load both ways and payments
10 be made in convertible currency.

A Sino-Tanzanian joint shipping
line also began operating in 1970.

POLITICAL DEVELOPMENTS

Politically 1970 was comparatively
an uneventful year with the process of
party-rebuilding still proceeding at a
relatively slow pace. It was only at the
end of the year that the establishment
of the first party committee at the
provincial level was announced. Radio
Peking reported on 13 December 1970
that Hunan, Chairman Mao’s birth
place, had become the first of China’s
2% provinces and regions to form a
Communist Party Committee since
Mao called for unity and rebuilding of

the party at the Ninth Party Congress

m April 1969. Subsequently during
January 1971 Radio Peking announced
the formation of four mere provincial
party committees in Kiangsi, Kwangtung,
Kiangsu and Anhwei and one municipal
party committee in Shanghai.

OF the six First Secretaries of the
provincial and municipal committces
whose elections were announced in
December 1970 and Jannary 1971, four-
Cheng  Shih-ching in Kiangsi, Liu
Hsing-yan in Kwangtung, Hsu Shih-yu
in Kiangsu and Li Teh-sheng in Anhwei-
are  military men who headed the
respective provincial revolutionary com-
miltees. Only Hu Kuo-feng and Chang
Ch'un-ch’iao, who were named First
Secretaries in Hunan and Shanghai
respectively are civilian party men, The
election of four military men to head
provingial party committees obviously -
showed that the dominant role played
by the PLA in China during and after
the Cultural Revolution was not a
temporary one but was “a feature
which was being incorporated into the
permanent  adminisfration of  the
country”, according to Times (London)
of 2 January 1971. The provincial party
committee of Chekiang was formed on
28 January with Nan Ping, Political
Commissar of Chekiang military district
and Chairman of the Chekiang Revo-
lutionary Commiltee, as iis First
Secretary.  In February China announ-
ced the formation of two more provineial
party comumittees in Kwangsi and Kansu,
Following the trend in mosi other new
committees the Kwangsi and Kansu
committees are led by military leaders.
(Till the end of April, ninteen party
committees had been set up. Of these
sixteen are headed by military leaders).

It is not yet clear whether the pro-
vincial party committees will supersede
the revolutionary committees. If we
are fo believe the new drafl state
constitution, purportedly approved by
the second plenum of the ninth party
Central Committee (to be discussed
later), both the organs are to slay.
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While the revolutionary committees
will replace the people’s councils in the
provincial administrative apparatus, the
party committees will be in charge of over-
all supervision of all provincial affairs,

China on 9 September 1970 an-
nounced plans to convene the long-
delayed  Fourth National People’s
Congress {NPC). The decision to hold
the Congress was taken by the Second
Plenary Session of the Ninth Party
Central Committee held in Peking from
23 August to 6 September.  An official
communigque said that the congress
would be convened ‘“at an appropriate
time”. Although elections of delegates
for the NPC reportedly started in
August 1970, there was no sign by the
end of the year of the Congress being
held in the immediate future, The
New Year Day joint editorial indicated
that the congress would be convened
in 1971. However, it failed Lo give any
specific date. The editorial said: 1971
will be an important year for the Chinese
people to continue the revolution
under the dictatorship of the proletarial,
We arc going to greet the 50th
anniversary of the founding of the great,
glorious and correct Communist Party
of China and the convening of the
Fourth National People’s congress ..”*
The NPC, which endorses the appoint-
ment of high state officials including
the Head of State, last met in
full session (the third since the
establishment of the People’s Republic)
in December 1964, attended by 3,000
defegates. Its Standing Committee has
not met since April 1966 shortly before
the start of the Cultural Revolution.
One of the tasks of the forthcoming
congress will be the appointment of g
syccessor o Liu Shao-ch’i who was

deposed as China’s Head of State during
the Cultural Revolution.

A “preliminary” draft of a new
State Constitution is also believed to
have been approved at the second
plenum of the CCP Central Committee,
The authenticity of the draft which was
reportedly  smuggled out of the
mainland by Taiwanese  agents
could not, however, be vouched for.
Nevertheless, if it turns out to be
authentic, it is a novei document
in many respects and deserves scrutiny.
The proposed new Constitution is much
shorter - it contains only 30 articles in
place of 106 —and is simpler than the
existing constitution of 1954. China
I8 described as a  ‘“socialist” and
not a ‘“‘democratic” state. Great
emphasis is given to the supremacy of
the CCP over everything including the
NPC, the State Council, the provincial
administration and the PLA. Further-
more, for the first time, Mao Tse-tung,
his successor and his “thought’ are written
into the constitution, a unique feature
for a state constitution. Mao is *“the
great leader of the people of all nation-
alities in the country, the head of state
of the dictatorship of the proletariat,
and the supreme commander of the
armed forces of the whole country™ (a
posilion formerly held by the Chairman
of the People’s Republic). Lin Piao is
designated as Mao’s deputy and
successor and Mao'’s thought is “the
guiding principle for all work of the
people of the whole country”,  Since
there is no mention of the posts of
Chairman and Vice-Chairman of the
Chinese Peuple’s Republic anywhere in
the constitution, these posts are assumed
to have Deen abolished ; some of their
duties are reallocated and others omitted.
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What would take fheir place or how they
would be redesignated is not clear. The
National Defence Council is abolished. The
duties and Functions of the NPC (National
People’s Congress) and the State Council
are considerably pruned. Their dimi-
nished role is illustrated by the abolition
of the post of Secretary-General of boih
bodies. While the NPC, once the
“highest organ of state authority™ loses
most of its powers and emerges as a
rubber-stamp for the CCP’s wishes, the
State Council is no lTonger described as
the *‘highest organ of state power and the
highest administrative organ of state™.

In provincial administration, the
revolutionary committees have been in-
corporated in the constitution in place
of people’s councils. The people’s
congresses are, however, retained. The
government of the autonomous arcas is
brought into line with that of the pro-
vinces. The nationalities are allowed to
rctain their spoken and written Janguages.

The militia is included as a part of
the armed forces. The PLA is to
maintain its economic role by being a
“work force and a production force™ as
well as a “‘fighting force’.

Article 29 of the draft promises the
right of political asylum to any foreign
national “persecuted for supporting a
just cause, for taking part in the revolu-
tionary movement or for engaging in
scientific activity”., The draft also
reportedly  stresses that China s
responslble for all the Chinese world
over—no matter in what country they
live or what nationality they hoid.

The draft with possible amendments
is said to be scheduled for adoption by
the forthcoming session of the NPC,

However, the draft marks so many dis-
continuities with known Chinese policies
that its authenticity is very much in

doubt.

Although 1970, by and large, turned
out to be a ‘peaceful’ year so far as the
internal situation is concerned, there
were still reports, though infrequent, of
anarchism, factionalism and gencral
reluctance  to  fall in with Peking’s
wishes, coming in from the various
outlying provinces and tegious of the
country, cspecially during the earlicr
months of the year., The 1971 New
Year Day joint editorial also hinted
at continued difficulties. It said : “The
struggle-criticism-transformation move-
ment...will continue to deepen this year.,
We should firmly grasp revolutionary
mass  criticism on the political and
ideological fronts, the cultural and
educational fronts and the ecoromic
front and in all spheres of the super-
structure, and continue to criticise the
ideclogical trend of modern revisionism
with Soviet rtevisionism as its centre,
and eliminate the remaining influence of
the counter-revolutionary revisionist line
of the rencgade, hidden traitor and scab
Liu Shao-ch’i”. It further said : *“It is
necessary to take a firm hold of the
movement...and continue to hit hard at
the handful of counter-revolutionaries
who sabolage the socialist revolytion
and construction and attempt to restore
capitalisin.”

Tibet, in particular, continued to
remain & source of recurring troubles for
the Maoist leadership. According to The
Times (London) report of 23 December
1970, bands of armed guerillas were still
operating throughout Tibet constantiy
hacassing  the Chinese Army. The
guerillas were stated to be mainly young
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Tibetans armed with rifles, machine
guns and mortars “stolen or seized from
the Chinese™. The Times correspondent
in India gave details of the Tibetan
resistance movement following an inter-
view with Paljor Kusang, a Tibetan
defector who worked ostensibly as a
reporter on the Chinese-run  Tibetan
Daily  News, but actually as an intelli-
gence agent for the Chinese, before
escaping to India in late 1970. According
to Puljor one of the biggest offentsives
agaipst the Chinese in Tibet took place
in May 1969 when 800 guerillas sur-
rounded and assaulted ‘an important
garrison at Nemo (also spelt as Nyemo),
32 miles west of Lhasa, killing apout
250 Chinese soldiers “during the hit-and-
run attack”. Paljor said “the garrison
sent out an wrgent call for help but
before  reinforcements  arrived,  the
sucrillas had retreated into their mountain
hide-outs”. Admitting that there was
“little or no hope of driving the Chinese
out of Tibet”, he said small groups of
guerillas were “operating all over the
country” and the Chinese were “‘con-
stuntly harassed”” by their surprise
attacks. In many regions Chinese vehicles
were ambushed if they moved about
without an escort, Paljor claimed.

Paljor’s account may suffer from
some gxaggeration but there is no deny-
ing that all is not well in Tibet for the
Chinese, Radio Lhasa admitted on
27 July 1970 that Chinese troops crushed
an armed revolt by Tibetans in Nyemo
county, Central Tibet. The radio
said that a ‘‘handful of class enemics”
were Irying to sow dissension between
the PLA and the masses by appeal-
ing to religious sentiments and supers-
tition. But the ‘‘revolutionary masses”
had gained a quick victory and dealt
with the (rouble, it added. Radio Iran

also quoted (10 August 1970) Radio
Lhasa as reporting that opponents of
Mao Tse-tung had recently indulged in
subversive activities in Easlern Tibel,
destroying several bridges and roads.
However, the radio added, the Chinesc
authoritics had crushed them.

INTERNATIONAL RELATIONS

After about four years of diplomatic
inactivity caused by the self-imposed
international isolation adopted during
the Cultural Revolution, China in 1970
reenlered the international scenc with
u pragmalic and forceful fureign policy,
which had already begun showjng

promises  of results by the end of
the year. The foremost test came
in the UN General Assembly in

November 1970 when China, for the
first time in twenty years, won majority
suppert for admission to the United
Nations although it failed to win the
required two-thirds (the vote was 51 in
favour, 49 against and 25 abstentions on
the “important question” resolution).
Among other resulis were the
recognition of the Peking Government
by six countries — Canada, Italy, Ethiopia,
Equatorial Guinea, Nigeria and Chile-
representing three continents during the
last few months. As a result Pcking will
now have in Chileits first diplomatic link
in continental South America (and
sccond in Latin America, the other being
Cuba}, and in Canada its first in North
America.  Diplomatic tics with Italy
have strengthend its positionin Western
Europe, which may get a further boost
with the recognition by Belgium,
negotiations for which are reported
to be in an advanced stage. The
ajready stabilised position in non-Arab
Africa has been further strengthened by
the newly estublished ties with Ethiopia,
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Equatorial Guinea and Nigeria. The
position in the Middle Fast will ‘also
improve with represcatation in Iran and
“Lebanon, which may muterialise soon.
(The Shah of Iran was reporled in
December 1970 to be considering seriously
the recognition of Peking, while Dy Prime
Minister Hassan Tuani of Lebanon said in
Beirut on 3 November 1970 that the
Lebancse Government was studying the
question of recognising China). According
to latest reports, Kuwait, Cameroon and
San  Marino have also established
diplomatic ties with China.

China has sent about 40 envoys back
to their foreign posts since the middle
of 1969 (During the Cultural Revolution
all envoys except the onc in Cairo were
recalled to China to take partin the
Cultural Revelution). More than 90
foreign delegations, including three led
by Heads of State of Pakistan, Sudan
and Southern Yemen (now called the
People’s Democratic Republic of Yemen),
visited China in 1970, while as many as
30 Chinese missions were sent out.
Sino-Soviet relations have improved
and border temsiom cased, while the
prospects of the resumption and
effectiveness of the Sino-American talks
at Warsaw have brightened with the
posting of a full-fledged Chinese
Ambassador to Warsaw (for the last
few years the talk had been conducted
on the Chinese side by a Charge
d’Affaires) and Premier Chou expressing
his willingness to resume such talks.
The visit of a US table (ennis team
to China in April 1971, which, accord-
ing to Premier Chou, “‘opencd p new
page in the relations between the
Chinese and American people”, and
President Nixon’s announcement (14
April) relaxing bans on direct trade
and travel between the two countries are

signs of further thaw in 8ino-US relations.
China’s “militant”” friendship  with
North Korea has been restored, and
even Mongolia, which is heavily
committed to its alliance with Russia, is
said to be “unxious to restore friendly
relations with China as soon as possiblc”.

Peking thus has reason to be sutis-
fied with the success so far achicved
by the re-oriented foreign policy.
The People’s Daily, in an editorial
comment on 3 December 1970,
on the establishment of diplomatic
relations with Ethiopia, claimed that
more countries stood for friendship with
China, and said: ‘““We have friends all
over the world”, Earlier, welcoming
the establishment of Sino-ltalian ties,
the party organ declared on 8 November
that China was willing to discuss with
“any foreign government™ the setting
up of bilateral relations on the basis
of “the five principles of peaceful co-
existence”. Peking, it would appear,
is even ready (o tuke a flexible stand
on the Taiwan issue, while seeking re-
cognition by “"any foreign goverment”,
as in the cases of Ethiopia and Nigeria,
In the joint communiques issued by China
and Ethiopia and Nigeria not a word was
mentioned about Taiwan (the commu-
nique merely said thal the respective
Government “‘affirm  that the Govern-
ment  of the People’s Republic of
China is the sole legal povernment
representing the entire Chinese people®},
Previously China used to insist on
other recognising countries committing
themselves to Peking’s position that
Taiwan was an inalicnable part of China.
The communiques with Lthiopia and
Nigeria were a further departure from the
formula adopted when Canada and Ituly
recognised Pcking. In thosc inslances
the two merely took note of China’s
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claim to Taiwan. The fact that Peking
had not imsisted on even this condition
in the cases of Ethiopia and Nigeria is
indicative of the growing flexibility of
Peking’s stand.

In two areas, however, there has
apparently been no Sign of any change
in Peking's hard line. One is China’s
relations with Japan, where Chinese
denuciations of the “‘revival of Japanese
militarism™, first voiced after the issuc
of the US-Japan joint communique on
Okinawa in November 1969, have
become  stronger and more vocal,
The other area is, of course, Vietnam,
where China cannot brook any compro-
mise. “‘In those countries where there
is direct conflict with US imperiakism
and its running dogs, such as South
Vietnam and South Korea, we canot
abandon revolutionary armed struggle”,
a Peking foreign policy briefing is
reported to have said.

The 1971 New Year Day editorial
claims the following as China’s forcign
policy achievements and objectives:
“China’s  foreign relations are daily
developing, We are advancing shoulder-
to-shoulder with the Albanian Party of
Labour in the struggle against imperia-
lism and revisionism. We are closely
united with the Vietnam Workers Party
and the Korean Workers Party, in the
fight against US imperialism and
Japanese militarism......Qur militant
unity with all genuine Marxist-Leninist
varties and organisations and with the
revolutionary people of the world has
been constantly  consolidated and
strengthened.. ... The Chinese people
firmly stand on the side of the prole-
tariat and the oppressed peoples and
nations of the world over. At no time

will China act as a super power, neither,

today nor in the future, A super

power invariably wants to be superior
to others and proceeding from the
position of strength to lord over others.
The Chinese people stand for equality
among all nations, big or small. We
will persistently fulfil our proletarian
internationalist obligations,  firmly
support the revolutionary struggles of
people of all countries and learn from
them and together with them we will
fight to the finish to defeat the US
aggressors and all their running dogs,
and oppose modern revisionism with
Soviet revisionism at ils centre and the
reactionaries of afl countries.

China’s statement that it will “never
act like a super power” and that *“‘the
Chinese people stand for equalily among
all natiops, big or small”, is a signifi-
cant assertion. The 1970 joint
editorial placed China on amn equal
footing with USA and the Soviet
Unien, indicating Peking’s aspirations
to claim for itsclf the third super power
posttion.  Evideatly this change of
posture stems from China’s anxiety to
assure the nations of the third world,
which have viewed its “Great Power
posture’” with suspicion, that it would
not forsake their company to join the
“*Super-Power club”. This does not,
however, mean that China will give up
its efforts to increase its national
strength.  What the statement appears
to suggest is that although China will
become a great power, it will never
behave like the two existing Super
Powers—USA and USSR—and will not
“lord over others”, but will “firmly
stand on the side of the proletariat and
oppressed peoples and the nations” of
the world.

USSR
The year 1970 saw perceptible

(16)



improvement in the Sino-Soviet relations
as will be seen from the following :

1.

" opposing

In April 1970 China and
Russia reportedly agreed to a
limited pull-back of their
forces from the
disputed border. The agrec-
ment, intended to scale down
border tension, was presumably
reached at the Peking talks.
(Subsequently there were reports
that USSR had unilaterally
pulled back its forces 31 miles
from the border with China
“in g compromise move'')

In July a report came in from
Moszow indicating that USSR
might be willing to surrender
claims to certain  disputed
islands in Ussuri and Amur
rivers (there are aboul 600
islands under dispute in the
area) lo the Chinese under
certain conditions,

In the same month (July 1970)
the Moscow-Peking “‘hot-line”
was restored. This was said
to be one of the five proposals
made by Premier Kosygin to
Chou En-lai in their Peking
airport meeting in September
1969, which date may be
considered as a watershed in
Sino-Soviet relations.

On 18 September, a protocol
on Sino-Soviet border trade
was signed at Khabarovsk,

In October-November Peking
and Moscow exchanged Am-
bassadors after more than
three years marked by bitter
polemics and armed clashes
along the common boerder. The
Sovict  Ambassador  Vasily
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Tolstikov arrived jn Peking in
QOctober, while his Chinese
counterpart, Liu Hsin-chuan,
reached Moscow the following
month. Western diplomats in
Moscow belicved that the
acceptance of a new Soviel
Ambassador by China and its
reciprocation by Russia (Mos-
cow was thought to be willing
to receive a Chinese Ambassa-
dor even earlier) was a signi-
ficant improvement in the Sino-
Soviet relations. 1t indicated
that the t(wo sides had
agreed, mmplicitly at least, to
“stabilise’” their relationship at
state level.

On 7 November, a goodwill
message from the Standing
Committee of the National
People’s Congress and the State
Council to Moscow on the
53rd anniversary of the Octo-
ber Revolution, while extend-
ing “warm congratulations to
the fraternal Soviet people on
behalf of the Chinesc people™,
called, for the first time in
many years, for “friendly and
good nueighbourly relations™
between Peking and Moscow.
The message read in part :
*“China has all along held that
the difference of principle bets
ween China and the Soviet
Union should not hinder the
two countries from maintaining
and devcloping noimal good
relations on the basis of the
Five Principles of Peaceful Co-
existence. . .proceced from this
principle and take effective
measures to settle important
outstanding questions in the



state relations between the
two countrics, so that 1the
relations  between  our  two
countries will become (friendly
and good-neighbourly. This is
in accordance with the aspira-
tions of the Chinese and the
Soviet peoples as well as
fundamental intercsts of the
people of the world™.

The softening of tone and
the willingness to co-operatc
at state level is a far cry from
the hard line taken by the
Peking leadership in 1968-69,

On 22 November o new Sino-
Soviet “‘agreement on the
exchange of goods and pay-
ments™ between the two coun-
tries was signed in Peking. (No
trade agreement was signed in
1969.) Earlier there was a
report about Russia negotiating
the sale of some IL-62 trans-
pori planes to China.

In November, for the first time
in Lhree years, travel restric-
tions on Soviet diplomats in
China were relaxed and Soviet
Embussy members were alfowed
to visit Canton and other
places.

On 20 December Tass announced
the successful completion of
the six-month old Sino-Soviet
talks on border rivers and the
signing of a protocol at Heiho
in  Heilungkiang  provinee
{China, however, said that *no
agreement was reached” at the
meeting).
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10.  In an interview. with the Ameri-
can writer, Edgar Snow, in
December, Premier Chou En-lai
was reported (o have said that
the negotiations on the Sino-
Soviet border dispute must
continue with maximum zeal
to establish friendiy relations
of good neighbourlinegss bet-
ween the two countries,

There is, however, another side to
the picture, which indicates that despite
all these developments there has been
ne significant warming up of Sino-Soviet
relations. China’s relations with Russia
have no doubt become somewhat
“formally correct™ after armed clashes
along the border in  early 1969 came
close to triggering wider fighting. But the
Chinese still repeatedly make theirlanti-
Soviet feelings clear and show no signs of
wanting to relax their guard in dealing
with the Soviet Union. The draft of
Lhe new State Constitution, purportedly
approved by thesecond Central Commit-
tee plenum in September 1970, reportely
declares as state policy that the Chinese
Arny must “defend against the subver-
sion and aggression of the imperialists,
the social imperialists and their running
dogs”. The 1971 New Year Day article,
which is thought to reflect Chinese policy
line, also did not fail to attack “social-
imperiism” and ““modern revisionism with
Soviet revisionism at its centre’’.

There was no perceptible relaxation
in Sino-Soviet polemics throughout the
year. In one of the strongest attacks on
Peking early in the yvear, the Russians
accused the Chinese leadership of
being “motivated by great-power hege-
monist ambitions’ in its foreign policy
aiming at realising the *‘great Han
dreams of becoming the new emperors



of a ‘Greal China’ to which, if not the
whole world, then at least Asia, would
b2 subjected”,  Another Soviet atltack
in July accused Mao of having committed
the “biggest treachery in history™ ex-
ceeding that of Hitler's attack on the
USSR in 1941, A third attack, appear-
ing in the Soviet weekly journal, New
Times, on 5 June, accused Peking of
pucsuing a policy of setting Asians
against Asians and of meddling in the
affairs of Burma, India, Pakistan, Nepal,
Bhutan, Sikkim, the Philippines and
Lzos, In December 1970 Moscow
Radio also accused China of frustrating
its plan for an “Asian collective security
systemn™, including India, Pakistan, China
and USSR. In other spceches and
broadcasts beamed towards China,
particularly during the second half of
the year, when direct attacks became
less vocal, the Kremlin often accused
Peking of *‘not allowing any appreciable
progress in the normalisation of rela-
tions in general or in the current (bor-
der) talks in Peking” but said Moscow
would continue fo try to improve rela-
tions with China. Thus on 2 January
1971 Prime Minister Kosygin, in an
interview to the Japanese newspaper,
Ashahi, indicated that the response to
his country’s overtutes for improvement
of bilateral relations remained inadequate.
He said :  “Even in thc most compli-
cated period of greatest aggravation of
Soviet-Chinese relations, the Soviet
Union invariably adhered to the princi-
ples for restoring good neighbourhood
with the People’s Republic of China
and displayed readiness for talks. Some
steps in the direction of normalisation
of Soviet-Chinese relations were under-
taken in the past year, Both sides
exchanged Ambassadors, agreed to
expand trade and are conducting talks in
Peking on the level of goveranemt

delegations. From the Soviet side there
is no lack of goodwill to solve all the
questions existing between the USSR
and the People’s Republic of China on
the basis of equality, mutual respect and
consideration for each other’s lawful
interests. But normalisation of relations
--.can only be the result of efforts
directed at this by both countries”,
Earlier the party leader Breziinev and
Politburo member and party theorztician
Suslov also spoke in the same vein,

The Chinese as a rule remained
silenl on specific Soviet accusations of
hindering the process of normalisation
aof relations.  They., hawever, continued
to charge the Kremlin with anti-Chinese
aggressive postures and warlike prepara-
tions. A joint editorial in the People’s
Daily, Red Flag and the Liberation
Army Daily, published on the 43rd
PLA Auaniversary Dayon | August 1970,
called for the heightening of vigilance
in order “‘to defend (he motherland®
against “‘aggression of imperialism and
sacial-imperialism and cope with their
surprise attack”, T said “Social-
imperialism greedily eyes Chijnese terri-
tory...It has not fora single day relaxed
its preparations to attack China. Why
then does it mass its troops in areas
close to the borders” ? The editorial
alse asked why the Soviet Union had
despatched large numbers of troops into
another country which neighboured on
China (presumably Mongolia) and why
it “frenziedly undertook military deploy-
ment to direct its spearhead against
the Chinese.”

The Soviet Union, however, denied
the above charges. Tna broadcast beamed
to China on 4 August 1970, Radio
Moscow said that allegations such as the
Suviet Union was “‘threatening China’’
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could sabotage the Sino-Soviet border
talks and split the socialist world. It
added that USSR had never threatened
China; on the contrary, it had helped
China with weapomns, machinery, techni-
cal knowhow and food. On 12 Novem-
ber 1970, ‘Radio Peace and Progress’
(Tashkent), in a counter-charge, accused
China of “strengthening the campaign
for war preparations in China, and
particularly in the border regions di-
rectly adjacent to the Soviet Union™.
On 22 December 1970, China accused
Russia of preparing to send troops into
Poland to help crush the workers’ riots
and warned the Kremlin that intervent-
tion could stir up turmoil in the rest of
Easiern Europe. Russia denied the
charge with equal vehemence,

Despite the improvement in state
relations and easing of tensions, there
has been no apparent refaxation of the
border build-up on either side. On the
other hand, various Western reports
indicate  that during the year
{1970) both the Soviet Unjon and
China took a number of defensive
steps to prepare against a possible war
between them. Thus a New York
Times report from Hong Kong on 22
July 1970 said that the Russian “‘accre-
tion of military strength has apparently
now passed the point of being merely
defensive in character”. Among the steps
reported to have been taken by the
Soviets were :

1. Emplacement of “many hun-
dred” tactical nuclear missiles
and rockets along the 4,500-
mile contested border.

2.  Deployment of new solid fuel
mobile missiles, called the
Scaleboard, with  estimated
ranges of 500 miles and war-
heads of over one megaton.
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Addition of 2 fourth company
in each of the Frog nuclear
rocket battalions along the Far
Eastern border. (The Frog is a
tactical nucfear rockel with a
range of about 30 miles).

A conventional force build-up
of at least 35 combat-ready
divisions with a2 rapid re-infor-
cement capability of 25 additio-
nal divisions (In early 1968
USSR had only 14 under-
strength divisions thinly spread
along the border).

Expansion of existing border
air bases and construction of
“'several dozen” new landing
sirips.

On the Chinese side the following
steps were reportedly taken :

Recent construction of a new
missile-testing complex, “in the
general  vicinily of Peking”
from where two-stage liquid-
fuelled IRBMs (range 1,500~
2,000 miles) could be test-fired.
According to some analysts, in
an emergency China could fire
4 handful of IRBMs from this
location as well as from older
launch pads in  west-central
China at Soviet cities in East
and Central Asiu.

A five-fold increase in arms
production and military con-
struction over the last vear
including the stepping up of
the manufacture of MiG-19s
to an - estimated 300-400
machines a year as aiso of
tanks and artillery pieces,



3. Increase of military units along
the border to a strength of
nearly 2 mn men (presumably
including militia and other
paramilitary troops).

4, Upgrading of arms and
training of border miltia units.

5. Establishment of a new military
headquarters in the Wuhan
Military Region in Central
China to coordinate country-
wide defence moves in the
event of an invasion.

6, Breaking up of Inner Mongolia
in terms of both military
control and civil administra-
tion te give depth in defence
deployment (details given in
‘Armed Forces” section).

All these details may not be accurate
and some may suffer fromexaggeration :
nevertheless, they are useful in illustrat-
ing the nature and magnitude of the
Sino-Soviet border confrontation.

Japan

Sino-Japanese relations continued to
remain strained, at Jeast on the political
plane, during the period under review.
On 19 April 1970, China won a ‘““major
victory™ in its propaganda warfare to
prove that Japan was becoming z
“military menace” to Asia again. On
that datc Yoshimi Furni, a LDP Diet
member and a former Welfare Minister,
and the leader of the Japanese
delegation negotiating the renewel of
the “memorandum trade” pact, joined
Lin Hsi-wen, the Chinese negotiator, in
signing, at ‘“private level”, a
communique which attacked the foreign
policies of the Sato Government and
“sternly” condemned the Japan-US

joint statement of November 1969 (on
the return of Okinawa). China alleged
that there had been a definite ““revival
of Japanese militarism> and that the
US-Japan Security Treaty was a bilateral
military alliance.

Although Furui later said in Tokyo
that the strong criticism voiced in the
communique by the Japanese delegation
was ‘‘unavoidable for the maintenance of
trade relations between Japan and
China" and was presumably thought to
be a one-time concession, the develop-
ment set the pattern for future Sino-
Japanese relations. (The criticism was re-
peated in this year's communique issued
on 1 March). The ““humiliating” commu-
nigue was followed by the enunciation
of Premier Chov’s “four principles”
regulating trade with Japan (discussed
earlier) ; and in August 1970, when the
Premier laid down his conditions for
improving Sino-Japanese relations to a
visiting Japan Socialist Party delegation,
they almost amounted to interference in
Japan’'sinternal affairs. The Premier was
reported to have stated at a mecting
with Kozo Sasaki, former Chairman of
the Japan Socialist Party and head of
the delegation, that China would
support the Japan Socialist Party’s plan
to launch a national movement in Japan
to restore relations with his country
provided the Japanese people step up
their oppoasition to “US imperialism
and Japanese militarism™.

The dispute over the Senkaku
island, which erupted in November.
December 1970, added further strain to
the olveady strained $ino-Japanese rela-
tions, On 4 December 1970 China
formally laid its claim to this island,
lying betweéen Okinawa and Taiwan,
and issued a warning to Japan that it
should not go ahead with plans to
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prospect for undersea petroleum in the
waters around the island, independently
of in co-operation with Tajwan and
South Korea.

According to an American asscss-
ment (U.§. News and World Report,
20 April 1970) Japan and not USA, is
“second on the list of nations that
China most fears’ (the first obviously
is USSR). The assessment said that
China suspected that Japan with its
ability to produce and trade would soon

dominate the resources of the rest of |

Asia.  Moreover, Japan, an ally of
USA, was steadily building up its
military strength. ““As Peking watches
the US cutting back its forces in
Vietnam, loosening its ties with the rest
of Asia, the Chinese worry —but not at
the thought of the US leaving Asia.
They would welcome that, What bothers
Peking is the idea that Japan will take
over the job of being Asia’s police-
man”, the assessment added. The New
Year Day editorial also mentioned
“struggle” against the “revival of
Japanese militarism.””

North Korea

Sino-North Korean relations which
after recovering from the shock of the
Cultural Revelution (relations were
extremely strained due to Red Guard
ciriticism of Kim 1l Sung and some

border incidents during the revolution)

began to improve in 1969, developed
into a close “militant friendship®
between the two couniries in 1970,
reminiscent of the days of the Korean
War. The groundwork for the closer
refations was Iaid by Premier Chou En-
lai in early April 1970 when he paid a
brief (5-7 April) visit to Pyongyang, the
first trip abroad for the Chinese Premier
since September 1969 when he had been

to Hanoi to condole the demise of Ho
Chi Minh, Chou was reportedly accor-
ded one of the warmest receptions,
usually reserved anly for heads of state,
“something Soviet President Podgorny
fajled to get when he visited North
Korea last year (1969)". A joint com-
munique issued after the visit attack-
ed the “‘revival of Japanese militarism”,
and said that Japanese militarists,
backed by USA, were trying to revive
the idea of *‘greater East Asia Co-
prosperity Sphere™.  Chou’s visit was
followed by visits to Pyongyang by PLA
Chief of Staff Huang Yung-sheng, on the
occasion of the 20th anniversary of the
Korean War (June 1970), and Iater by
other high-ranking officials, who were
all received by Premier Kim. Severni
North Korean military and civilian
delegations, led by high-ranking officials,
including Cabinet Ministers and the
Army Chief, made similar trips to
Peking.

While the “revival of Japanese mili-
tarism® isan important factor in contri-
buting te the new Chinese-North Korean
rapprochement, one reason for the
“militant friendship* between China and
North Korea appears to be their common
dislike for closer Japan-USSR relations.
Both China and North Korea appear con-
vinced of a US-Japanese **conspiracy™ to
control Asia, and further, North Korea,
like China, according to Far Fastern
Economic Review of 3 October 1970,
appears to “strongly suspect that the
Soviet Unjon is a partner in this
conspiracy, directed primarily agninst
China, and that Moscow might be
willing to sell out the interests of North
Korea for anunderstanding with Japan',

However, despite all the increasing
signs of Peking and Pyongyang drawing
closer tozether, North Korea, it would

(22)



anpsw, likes to remain neutral in the
Sino-Soviet rift.  An editorial in the
North Korean official daily, Nodong
Sin nun, published to mark the opening
of the Fifth Congress of the ruling
Workers Party on 2 November 1970,
re-affirmed Korea’s independent line on
the issuc. It said: “Our party has
resolutcly  defended the puarity of
Marxism-Leninism against opportunism
of all hues, always adhering to its inde-
pendent stand and presented the most
correct revelutionary principles  and
ways for surmounting the difficulties
facing the socialist countries and the
internatienal communist movemeni and
achieving their unity and solidarity®.

Indo-China

In Indo-China, the Chinese, in a
series  of tactful moves since the
Cambodian crisis of March 1970, have
apparently outmanocuvred the Russians
and now appaar to have secured dominant
influence there. By hosting the “Cam-
bodian Government of National Union”
of Prince Sihanouk, providing it with
political, military and economic support
as well as free military aid and economic
assistance, and by helping to organise the
first Indo-Chinese People’s Conference on
the Chinesesoil and later a joint military
command in Indo-China, and by provid-
ing the Indo-Chinese people with a reli-
able reararei on the Chinese mainland,
while, at the same time, without com-
mitting itself to any direct intervention
with troops, Peking has been able (o
create an image of itsclf as the most
reliable supporter of the “‘Indo-Chinese
people’s struggle against UUS imperialism
and its lackeys™.

Premier Chou En-lai played a majox

role as host Lo the Indo-Chinese summit
Ecanfercnce held somewhere insaut h-west
China (identified by some as K'umming).

Although China was not a direct parti-
ctpant —Prince Sihanouk, Premier Pham
Van Dong of North Vietnam, Prince
Souphanouvong of Laos and Nguyen
Huu Tho, President of the South
Vietnamese National Liberation Front,
attended the conference —the organisa-
tion and policy statements of the con-
ference, according to Far Eastern Econo-
mic Review (3 October 1970), unmistak-
ably showad “‘Peking’s overriding influ-
ence to the total exclusion of Moscow'.
Earlier China rejected the initiative of the
11-nation Djakarta Conference on Cam-
bodia, accusing that its sole purpose was
Lo serve US aggressive aims in Asia. It
also assailed Moscow for receiving the
thres-man task force of the conference.

Peking’s strategy in  Indo-China
also reportedly includes the execution of
a co-ordinated plan with Hanoi to step
ap insurgent activity in all the three
Indo-Chinese states and to expand the
area of of hostilities to Thailand. US
intelligence sources have disclosed the
existence of a regular guerilla base
supported and equipped by China at
Dong Luang in  Eastern Thailand
(adjoining Laos). The 5,000 odd guerillas
operating from this base are reporied to
be periodically reinforced by new ele-
ments  trained in China and supplicd
with Chinese rifles.

The North Vietnamese leader Le Duan
paid a four-day visit to Peking from 10
to 13 May 1970. Earlier he had visited
Moscow. During his visit to Peking he
met Chou En-lai and other Chinese
leaders. He also met Prince Sihanoulk.
His visit was followed by the signing of
a new Sino -Vietnam military and econo-
mic agreement in Peking on 25 May.
Under the agreement covering 1970
China was 10 give Hunoi non-refund-
able mililacy and economic aid of an
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unspezifie] amount. A “‘supplementary”
agreemeat on military and economic
aid to Hanoi was signed on 15 Feb,
197t in the wake of Laotian “invasion”
by South Vietaam backed by US air
power,  Peking also warned on 13 Feb.,
that the US backed South Vietvamese
push into Laos was a serious develop-
ment, and “‘a grave menace to China
itself”’.  Tiae Chinese people *‘will not
remain indifferent to the US aggression™.
The warning was followed by a
“‘surprise’” visit to Hanoi by Prime
Minister Chou En-lai during 5-8 March.
A joint communique issued after the
visit said : “‘Should the US imperialism
go down the road of cxpanding its war
of apgression in Indo-China, the Chinese
people are determined to take all neces-
sary measures, not flinching from the
greatest national sacrifices, to give all-
out support and assistance’” to the
Indo-Chinese people.

According  to  US  intelligence
estimates, in 1969 China provided
Hanoi with about % 202 mn in aid,
roughly 5074 of the aid from USSR.
About one half of this aid was military,
mainly infantry weapons and ammuni-
tion, During the first half of 1970
China’s aid to Hanoi amounted to
# 100 mn as against Russia's $ 225 mn.

Meanwhile, China’s road-building
activity in Pathet Lao-occupied Laos
continned  unabated. William L.
Dickinson, a member of the US House
‘of Representatives Armed Services Com-
mittee, said in Washington on 22 May
1970 that China was building all-
weather roads throughout north-west
Laos which posed a military threat to
Thailand. He said that for the past
several months some 10,000 Chinese
military and skilled construction workers
had been building the roads, He added

the onty purpose of these roads, which
“are protected by Chinese anti-aiccraft
guns and Chinese troops™, was military.
“The roads are within ten miles of the
Thai border™.

Thailand

Thailand also continued to show its
concern for Chinese presence in Laos.
One major worry for the Thai leaders
was a road the Chinese were building
across northern Laos connecting Yunnan
province of China with Dien Bien Phu
in North Vietnam and the Mekong
River in Laos, at a point less than 20
miles from the Thai botder. The road
would make it easy for China “‘to pour
infiltrators by truckloads” into Thailand,
they apprehended.

Malaysia

Thailand as well as Malaysia was
also disturbed over the growing Chinese-
aided and abetted insurgency aleng the
border between the two countries
where caches of modern Chinesc-made
arms were caplured. Former Prime
Minister Tunku Abdul Rahman and the
present  Prime Minister Tun Abdul
Razak more than once expressed their
coucern over Chinese complicity in
the insurgent movement, led by Chin
Peng, in the Thai-Malaysian border,
region. Thus, just before relinquishing
his premiership, the Tunku told a press
conference in Kuala Lumpur (15 Sep-
tember 1970) that China was assisting
the insurgents ocperating along the
Malaysian-Thai border and that the
Malayan Communist Party leader, Chin
Peng, was making frequent visits 1o
China. Prime Minister Tun Razak said
on 9 QOctober 1970 that although he
sought peace with China, it was still sup-
porting subversive activities in Malaysia
and broadcasting anti-government pro-
paganda, Despite these critical sta.e-
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mants, Malaysia was renirted to be keen
to improve relatioas with China, There
were reports it August and September
that Malaysia had  been  discreatly
sounding China for an improvement in
relations between the two countries and
that Tun Abdul Razak was seeking
the good offices of Rumania for
establishing contact  with  Peking,
Malaysia which supported China’s entry
into UN in November, also canvassed
the idea of a neutral South-East Asia
guaranteed by the two super powers
and China. This, along with China’s
entry into UN, it thcught, would be
the best insurance against Chinese inter-
ference in the internal affairs of Malay-
sia as also other countries in the area.
However, on 19 December 1970 Premier
Tun Razak told a press conference in
Kuala Lumpur that Malaysia was *‘not
out to estabiish diplomatic relations
with China™, as that country was still
supporting the insurgents along the
Thai-Malaysian border and directing
propaganda against Malaysia.

Indonesia

Though the Indonesian authorities
have complained abaut Chinese compli-
cityin the insurgent movements in West
Kalimantan, they too appcared to be
keen to improve rclations with China.
Foreign Minister Adam Malik said in
Sydney on 25 Sepiember 1970, on his
way to the United Nations, that
Indonesia wanted to resume diplomatic
relations  with China (broken off in
1966). He also supported the Malaysian
proposal for a neutral zone in South-East
Asia guaranteed by all big powers
including China. However, in 8 recent
statement in Djakarta on 4 January
1971, the Foreign Minister took a
somewhat rigid stand and said Indone-
sia would not nocmalise relations with

Peking unless China recognised President
Suharto’s Government and stopped sub-
versive activities in Indonesia. The rigid
stand may be a sequel to the recent
seizure of documents from a Parakun
insutgent gang, which reportedly disclosed
that insurgents in the Wes( Kalimantan-
Sarawak border had planned a ““Viet-
cong-style’” pguerilla warfare against the
Djakarta regime with Chinese assistance.
The captured documents were reportedly
all written in Chinese and {llustrated
with pictures of Chairman Mao.

According to a Manila Times report
(18 December 1970}, the Philippines also
was ready to initiate “‘exploratory talks’
with China in order to neutralise a
“power game”’ likely to be played by
US, USSR and Japan in the region.

Burma

Sino-Burmese relations, although
still not very cordial because of China’s
continued involvement in  insurgent
activities  in  the migority areas
of Burma, improved considerably
during the period under review., A new
Burmese Ambassador, Thein Maung,
the first since the Rangoon riots of 1967,
arrived in Peking in November 1970.
Even ©before the arrival of  the
Ambassador, there were signs of Chinese
intentions of improving relations with
Burma. Since the middle of 970,
Peking has reduced its comments on
the insurgent activities in Burma and
made only the barest references to Ne
Win  himself. It is significant that
Peking now refers only to “Burmese
reactionaries” and not to the “Ne Win
fascist clique™. China has not extended
support for U Nu’s “United National
Liberation Front™ (UNLF). According
to five former followers of U Nu who
surrendercd to the Burmese authorities in
April 1970, cacly in 1970 U Nu sent an
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emissary to Peking for political and mili-
tary aid, but his request was turned down.

However, all was not quiet on the
insurgency front, particularly in the
north-east frontier region where Chinese
involvement was alleged in May-June
1970. According to Far Eastern
Economic  Review, 18 June 1970,
about 10,000 Chinese troops infiltrated
the Shan State in Burma, bordeting on
Yunnan province, and fierce fighting
took place on three occasions between
the intruders aided by KIA and BCP
insurgents on the one hand, and
Burmese troops on the other, near
Lashio, in which both sides suffered
heavy casualties. While the Burmese
Government admitted clashes with the
insurgents at Lashio, it denied Chinese
intrusion. According to a Reuters’
report, the Burmese Government was
very anxious not to provoke China and,
as such, Burmese troops had been
instructed to avoid at all costs firing
stray shots across the Chinese border
while carrying out counter-insurgency
operations at Kyukok, just 100 yards
from the Chinese border.

India

China is reported to have also given
indications of a desite to normalise rela-
tions with India. According to a Hong
Kong report. (Far FEastern Economic
Review, 28 November 1970}, Peking has
decided *“to freeze for the time being these
long continuing border disputes (with
India and USSR) in order to seck a
solution through protracted talks.”” How-
ever, no formal move has yet been made
either by Peking or by New Delhi in this
direction. On the contrary, the Chinese
press came out with astrong anti-Indian
tirade in November 1970, and in ecarly
February 1971 unduly played up the

stalemated Indo-Nepalese trade talks
with a view to arousing anti-Indian
emotion in Nepal. On 5 November
NCNA charged that despite the Indian
Government’s repeated  declarations of
wanting to live in peace and friendship
with China, New Delhi was continuing
to “connivc at anti-China activities™.
The agency accused New Delhi of
repeatedly supporting and conniving at
Tibetan exiles” “acts of high treason™,
of supporting anti-Chira demonstra-
tions by Indians hostile to China and
of giving *tacit approval to their
intensified collusion with the Chiang
Kai-shek bandit gang”. It described
the holding of the KMT Chinese-Indian
“friendship weck’” in New Delhi in
October 1970 as ‘a2 new and secrious
provocation against the Chinese people™.
It also objected to a statement
by 150 MPs calling for the recognition
of Taiwan by New Delhi. Of late,
China has also made pgood use of
the deadlocked trade talks between
India and Nepal in its propaganda.
During the first two weeks of
this wear, Peking had been almost
daily high-lighting the deadlocked trade
negotiations in - NCNA  and Radio
Peking broadeasts, The main theme of
these reports was that India, a big
country, was bringing all sorts of
pressure on Nepal, a small country, to
force that country to accept unreasonable
demands, but that “‘brave little Nepal™
had been admirably standing up to these
pressures. Peking reportedly also tried
to-give the impression to the outside
world that India was not only itying to
strangle Nepal economically but was even
exerting military pressure on that
country by increasing its troops along
the Nepal border and by making daily
reconnaissance flights by  military
aircraft over Nepal’s border areas.

(26)



However, during 197¢ the Chinese
appeared to have tapered off their supply
of arms and training to the Indian insur-
gent groups, including Nages, According
to Hongkong Standard of 10 November
1970,at a meeting between the hostile Naga
leader, A.Z. Phizo, and some Chinese
leaders, held in a country “unfriendly”
and neighbouring to India, in September
1970, the Chinese were reported to have
expressed their disappointment at the
poor performance of the rebel Nagas
and refused to give any firm commitment
for further supply of arms and training,
Phizo was reportedly told that if the
Nagas felt it essential in future, arrange-
ment for training and arms supply to the
hostiles could be arranged in a neigh-
bouring country, presumably Pakistan,

Nepal

Apart from exploiting the situation
arising out of the deadlocked trade
talks between Nepal and India China’s
attempts at influencing Nepal has had
no significant sueeess. In July 1970
the Nepalese Government took over
the maintenance work of the Chinese-
built Kathmandu-Kodari road, Up to
that time repairs and mainienance of
the road was the responsibility of
China, The new arrangemenl was
presumably  followed the withdrawal
or transfer to other project sites of
the contingents of Chinese road
engineers and technicians who used to
camp on both sides of the toad, osten-
sibly for maintenance purposes butl
sometimes to control and check the
traffic beyond certain limit in the north.
In December 1968 the Indian journalist,
Frank Moraes, was illtreated by the
Chinese while travelling on this road.
Mao’s posters and pictures were then
prominently displayed on the roadsides.
In August the 87-metre Bagmati bridge

on the Kathmandu-Bhaktapur road, being
built with Chinese aid, was completed.

Ceylon

Relations with Ceylon have showed
a4 matked improvement with the change
of government in Colombo. In an
interview with Ambassador Robert
Gunawardene, on the eve of his return
te Colombo in August, Premier Choun
En-lai was reported to have said that
China “is all admiration” for the
new Government of Ceylon and
“will do everything possible” (o help
the ruling front in the island. Tn July
1970, Pcking appointed a new Ambassu-
dor in Colombo after a lapse of five
years. Soon aftcrwards Peking agreed
to  resume the construction of the
Bandaranaike Memorial International
Conference Hall in Colombe, abandoned
eartier due to differences with the
Senanaike Government, and also agreed
to the revised estimate of Rs. 3°5 crores
-—the earlier estimate was Rs. 17 crores
— for financing the project.  The cons-
truction work on the hall has since
started and several groups of Chinese
technicians have arrived in Colombo to
assist in the work. Under a new
agreement signed in Peking on 12 Sep-
tember 1970, China agreed to provide
Ceylon with an interest-free loan of
Yuan 22 o ($1 =Y2'46) repayable
over 10 years for the purchase of
100,000 tons of rice during 1970, After
signing ' the annual rubber-rice barter
pact in Colombo in January 1971, which
will provide for the exchange of 200,000
tonnes of Chinese rice for 41,000 tonnes
of Ceylonese sheet rubber in 1971, the
Chinese Foreign Trade Minister, Pai
Hsing-kuo, announced a reduction of
5 shillings per tonne in the rice
price, i order to help Ceylon in
its foreign exchange difficulties, The
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Minister also said that the Chinese
Government was ready to ““speed up the
socialist march” of Ceylon by aiding
Ceylon cconomically and in every other
way possible, “‘as we love Ceylon®'.

Pakistan

China’s relations with Pakistan
apparently remained warm despite the
temporary furore caused by anti-Chinese
propaganda and criticism by *“influential”’
sections of the Pakistani Press and
politicians in the pre-election days,
which forced the Chinese Embassy in
Islamabad, for the flrst time, to come
out with a public protest. Denying
charges of Chinese interference in
Pakistan’s internal affairs, the Embassy
statement said that ‘‘elements who do
not want Sino-Pakistan friendship to
grow are keen to wreck it under different
pretexts and excuses”, Subsequently
Peking also denied charges of criticising
the Pakistan general elections.

The period under review was marked
by visits to China by a number of high-
level Pakistan delegations. Air Marshal
Rahim Khan, C-in-C of the Pakistan
Air Force, paid a week's visit to China
from 31 May to 7 June 1970 at the
invitation of the Commander of PLA
Air Force, Wu Fa-hsien. While the
nature and scope of Rahim Khan’s visit
remained secret there were indications
that the mission had pgone to China
with a shopping list. The main items
on Rahim Khan's list, according to one
source, seemed to be military electronics
equipment, possibly sensitive radar net-
work for the Pakistan Air Force, and
spares for MiGs and IL-28s, earlier
supplied by China. The Pakistan Air
Chief was also reported to have probed
the possibilities of establishing in
Pakistan repair facilities for Chinese
aircraft, The Pakistan Air Chief’s visit

was followed by the visit of Vice-Admiral
Muzaflur Hasan, C-in-C of the Pakistan
Navy, whoe atrived in Peking on 18
September at the invitation of tle
Commander of the PLA Navy, Hsiao
Ching-kuang. Commenting on the visit
a4 press report from Tokyo said that
there was little doubt that the Pakistan
teamn, led by their Naval Chief, “is in
Peking on an important shopping mis-
sion whatever be the military equipment
in the list”. According to an Indian
press report, China is believed to have
sought naval facilities from Pakistan in
the eastern wing—either at Chittagong
or Chalna—and the visit of the Pak
Naval Chief was believed to be linked
with the Chinese probe. It was likely,
the report said, that in return for port
facilities, China might supply some naval
craft to Pakistan. ISS(London), in its
annual report, Military Balance 1970-71,
reported that China had already signed
sometime in 1970 an agreement to
supply 2 to 3 °W’ class submarines
to Pakistan.

A Pakistan Government friendship
delegation, led by the Governor of
Punjab, Lt. General Atiqur Rahman,
visited China in September-Qctober 1970
to take part in the 21st National Day
celebrations in Peking on ! October,
Later in the same month Lt. General
Mohammad Ayub Khan, Director
of Medical Services of the Pakistan
Armed Forces, led a medical delegation
to China,

Finally President Yahya Khan paid
a five-day state visit from 10 to 14
November, his first visit to Chinu as his
country’s President. President Yahya
Khan's 30-man entourage included the
Communications Minister, G. W,
Choudhury, his Economic Adviser, M. M.
Ahmed, and three Army Generals ang
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a Navy Commodore, including Maj-
General M. Khurshid Haider, Direclor-
General of Procurement. The inclusion
of top military officials, especially the
Army procurement chicf, would suggest
that the Pakistan President’s mission in
Peking presumably concerned, among
other things, the procurement of some
more Chinese arms cspecially tanks,
which both USA and USSR reportedly
refused to supply. The Dacca Weekly,
Holiday, also suggested (8 November
1970) that arms procurement was one
of the topics discussed in Peking.
Another purpose of the mission was
thought to be the prevention of any
thaw in Sino-Indian relations which
was considered possible during the
latter part of 1970.

In a joint communique issued on
the conclusion of the Pak President’s
visit on 14 Navember, Puakistan suppor-
ted China’s call for a total ban on
nuclear weapons. The Chinese leaders
stressed their support for the “right of
self-determination for the people of
Kashmir” aml ““appreciated’ Pakistan’s
stand on the distribution of Ganga
walers. They also expressed the hope
that Indo-Pakisian problems would be
solved in a peaceful way. The Chinese
leaders also pledged their support for
the safeguarding of Pakistan's “‘terrj-
torialintegrity and national sovereignty®’.

On the two Chinas issue, the
Pukistan side reiterated that the Govern-
ment of the People’s Republic of
China was the sole legal povernment
of the Chinese people and that
Taiwan was an inalienable part of the
People’s Republic. The Pakistan side
expressed the firm conviction that with-
out the |participation of China the
important  problems that confronted
the world today could not be resolved

and re-affirmed that *“the [egitimate rights
of the People’s Republic of China in the
UN should be restored forthwith™.

A concrete result of the visit was the
signing of a credit agreement in Peking
on 14 November, under which China is
to give Pakistan a loan of 500 mn yuan
(Rs(P) 100 crores) to finance its Fourth
Five-Year Plan. The interest-free credit
is tepayable in kind in 20 years with
a ten year grace period. This is indeed
a very generous offer and surpasses
earlier Chinese aid commitments to
Pakistan. China had earlier extended
$107 mn (about Rs. (P} 53 crores) intwo
commitments since [964, when the first
credit agreement for $60 mn was signed.

These apart, China had earlier in
the year extended Pakistan a long-term
interest-free loan of $2-8 mn to buyrice
and medicines and subsequently & grant
of 3 mn yuan (about $1°3 mn) for
cyclone relief in East Pakistan.

The only notable Chinese dignitary
visiting Pakistan during 1970 was Fang
Yi, Minister in charge of the Commiss-
ion for Economic Relations with
Foreign Countries, who Jed a Chinese
Government economic and friendship
delegation in April.  The delegation
attended the inauguration of the Chinese-
sided ordnance factory at Jovdevpur near
Dacca, The incluston of two of China’s
armament experts— Yuan  Hua-ping,
Depuiy Director of Fquipment Depart-
ment  of PLA, and Chang Shih-yi,
Deputy Director in the Chinese Ministry
of National Defence —in the delegation
led to speculation that its objectives
included a first hand assessment of
Islamabad’s requirements of military
hardware. In January 1971, a Chinesc
military medical team, led by Wang
Chung, visited Pakistan, presumably to
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teciprocate the visit to China by the
Pakistan  mililary medical team in
October 1970,

Among other important develop-
meats in Sino-Pak relations during the
period under review are the reported
delivery to Pakistan of a fresh consign-
ment of 100 T-59 tanks in April 1970
(these were in addition (v the 250 tanks
already supplied, according o a
statment by the Indian Defence Minister
in Parliament on 22 April 1970);
Chinese help for setting up of a puerilla
academy in Chittagong hill tracts in East
Pakistan patterned after the Chinese
guerilla  school near K'unming, to
provide training in guerilla technigue “*in
a big way” to hostile Nagas and Mizos
(this report has not been confirmed), and
the official opening on 16 Febuary 1971
of the Chinese-built Karakoram Road,
linking Gilgit, Hunza and Khunjerab
Pass (the road, it is claimed, is ‘*‘all-
weather” and can take 5-ton vehicles).

On the recent Bangla Desh indepen-
dence  movement,  Peking, after
remaining non-commitial for two weeks,
came out with a statement on 11 April
197F which apparently put China on
the side of the Islamabad Government.
An article in the official Peopie’s Daily
said that the ‘‘relevant measures” taken
by Presidedt Yahya Khan in connection
with the present situation were the
“internal affairs of Pakistan™. It
denounced India, USSR and USA for
allegedly interfering in  the internal
affairs of Pakistan and pledged support
for the Pakistan Government *against
forcign aggression and interference’.
Premier Chou also seni (12 April) a
personal letter of support to Yahya Khan.

West Asia

During the period wunder survey
China’s links with West Asia, particularly

the Arab world, were strengthened
further, Afghanistan was offered a
new foan of £1 mn for the purchase of
consumer goods from China in
November 1970, while one important
project undertaken with Chinese aid, the
Bagrami textile mill ncar Kabul, went
into  operation during 1970, Two
other Chinese aided projects— the Parwan
irrigation project and an cxperimental
tea farm in Kunar province —were
nearing completion, In the Arab world
China’s influence in the Peoples Demo-
cartic Republic of Yemen (Southern
Yemen) continued to grow. The
Republic received a new interest-free
loan of £18 mmn, repayable in 20 years,
during President Robaya Ali's visit to
Peking in August 1970. Earlicr in 1968
Southern Yemen had reccived a loan
of £5 mn. Both loans are reportedly
being  used mainly to  finance
a 380-mile road linking Aden with the
port of Mukalla, a project, which is
considered vital for the development of
the country’s eastern region. The loans
also covered several minor projects like
a textile factory, artesian well drilling
and the setting up of a dry dock for
building and repairing fishing boats,
Two teams of Chinese technicians, each
numbering 4, were already in Aden in
1970, and eight more teams were
expected to arrive during the first few
months of 1971, According to The
Tunes (London) report of 2 January
1971, the Chinese may soon out-number
the Russians, who up till now form the
largest and most influential foreign
contingent,

The People’s Democratic Republic
of Yemen also received some small arms
from China. Chinese weapons have also
found their way into the hands of the
Dhofar guerilllas' People’s Front for
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the Liberation of Occupicd Arabian
Gulf (PFLOAG). whose cause is being
championed by China. There werc also
reports in August 1970 to indicate that
Chinese instructors were training the
Dhofar guerilias both in Peking and Aden,
and that there were now at least ten
Chinese military advisers with PFLOAG.

Chinese propaganda support for the
Palestinian guerillas continued through-
out the year, An A! Fatah delegation,
led by its chief, Yasser Arafat, which
visited China during March-April 1970,
seemed to have received some off.r of
material aid also. 1In a letter o Arafat
on 25 May 1970, Premier Chou In-[ai
paid tribute to the Palestinian guerillas
who had successfully repelled the Isracli
invaders’ *‘frenzied attacks’ on Southern
Lebanon and elsewhere. The lettersaid
“Your struggle is just and has the
support of the revolutionary people
throughout the world, The Chinese
Government and people consistently
and unswervingly support your struggle.
We will always stand together with
you”’,

According to a report, quoting
Asian diplomatic sources in Beirut, in
September 1978, Chinese  military
advisers in  Jordan were training

Palestinian commandos to fight Tsracl.
The report said that these advisers, who
posed as newsmen, had their head-
quarters at the Chinese Embassy in
Damascus, which had an “unusvally™
large staff of 100 people. A7 Futah
sources also claimed in August 1970
" that they had received three radio
transmitters from China *‘to circumvent
Egypt’s decision to halt the PLOs
broadeasts.” The PLO {leader Yasser
Arafat, in a personal letter to Chou
En-lai in October 1970, thanked China
for the “great assistance” rendered to

his movement, “which has the biggest
influence in supporting our revolutjon
and strengthening its perseverence’'.
China expressed its “profound
condelences” on the passing away of
President Nasser and extended *‘warmest
congratulations’ and support to the new
President, Anwar Sadat. National
People’s Congress Viee-Chairman Kuo
Me-jo was sent as “special envoy™ to
attend the late President’s funeral.
According to an American source
(Current History, Sept. 1970}, since
1965 the Chinese have committed
more than $850 mn in aid to the
Middle FEastern couttries (as against
§5bn offered by Moscow and East
European countries). The amount of
actual assistance has, howeve:, totalled
only about % 300 mn. The above figure
probably includes aid to Pakistan,

Africa

Africa plays an important role in
China's world diplomaey. During 1970
China not only regained most of
its influence in Africa which it had lost
in the mid-sixties ina series of scthacks,
but also forged some new links.

With the signing of the {iripartite
credit agreement  between  China,
Tanzania and Zambia in Peking on 12
July 1970, China has finally committed
itself to the most ambitious and largest
single foreign aid project cver undertaken
-—the 1,100-mile, £ 169-mn Tanzam
Railway, which will link the Zambian
copper beit with the Tanzanian capital
of Dar-es-Salaam, a project, which
most  Western mnations had earlier
refused to undertake  ostensibly
on feasibility grounds. Under the
agreement, China has offered to provide
about 286'6 mn Kwacha or Zambian
pounds (about £ 169 mn) as an interest-
free loan repayable over a period of 30
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years from 1973 with a five-ycar grace
period. Under a barter arrangement
among  the three parties cach
year during the period of construction
(the construction is likely to take 5
years) both Tanzania and Zambia will
purchase the estimated equivalent of
local railway consttuction costs in
Chinese consumer goods which will be
sold to the public by the government
of each country, The sale amount will be
debited to the raiiway loan account and
used to finance the local costs.

Construction work on the railway
was officially inaugurated by President
Kenneth Kaunda of Zambiz on 26
October 1970. The ceremony was
attended by President Nyerere of Tan-
zania and a delegation from China, led
by Fang Yi, Minister in charge of the
Commission for Economic Relations with
Forcign Countries. President Kaunda,
in his speech, spoke of the “generosity™
of China in stepping in like true friends
when Western nations had refused to
build the railway. He dismissed as pro-
pagande Weslern attempts to play up
the ““Chinese threat”. He said : ““The
co-operation of the Chinese Government
and people with the Tanzanian and
Zambian Govenments is based, inter
alia, strictly on mutual respect and non-
interference in the internal affairs of
independent nations......There Is no
reasont for apprehension on our part; we
reject this as arrogance... Geography may
not allow us to choose neighbours, but
we can at least choose our friends and
our enemies’’.

About 4700 Chincse engineers and
workers are rcported to be engaged on
the railway project.

Apart from the railway project, the
Chinese were reporied in May 1970 to
be assisting Tanzaaia in building a naval

base at Kigamboni in Dar-Fs-Sulaam
and to have supplied six gunbouts to the
Tanzanian People’s Defence Forces.
About 80 Tanzanian personnel were
reportedly trained in China to operate
the gunboats. It was believed that the
naval base was linked to the Tanzam
Railway project. Some African press
reports suggested that Peking intended
to have a “‘package deal™” incorporating
the naval basc with the ten new berths
to be built at Dar-Es-Salaam harbour
and reserving certain rights for its own
purposes. Tlhere were also reports of
China offering to build an air base for
Tanzania. A Daily Telegraph (London)
report said on 22 Qctober 1970 that
China would shortly deliver two squad-
rons of MiG-17 fighters to Tanzania.
Candian-trained Tanzanian pilots, who
are to fly these planes, would soon go
to China for training,

In Zambia, China is helping to build
4380 kmroad linking Lusaka to Kaoma
in the Western province. Survey work
on the road had reportedly been com-
pleted and construction commenced in
July 1970. Several groups of Chinese
engincers and technical personnel arrived
im Zambia for the construction of the
highway which began in October 1969,
On 23 March 1970, the Zambian
Minister of Information, Broadcasting
and Tourism, Sikota Wina, signed
an agreement covering three radio
transmitters being supplied and installed
by China.

Chinese military and economicaid to
Congo (Brazzaville) continued io flow
during 1970  after a temporary
slowdown caused by the overthrow of
the regime of President Messamba
Debat in September 1968. A Congo-
lese Government delegation, led by
Vice-President Alfred Raoul, visited
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Peking in July 1970, Tt was followed by
the visit of a Congolese military delega-
tion to China in October 1970. The
delegation presumably obtained assurance
of coutinued military aid. Earlier a
Chinese military delegation, led by
Vice-Minister of Defence Su Yu, visited
Congo (B) in June. China has reportedly
been sending artillery and small arms
to Brazzaville. Chinese instructors are
also reported to be engaged in military,
and ideofogical training. In 1970
Chiua assisted in building a2 boat.
building  shipyard in  Brazzaville,
The yard s one of the five
major projects undertaken in Congo (B)
with Chinese help, the other four being
a hydel complex, a stale farm, a textile
mill (already in operation) and a
plant to process fresh-water fish.

During the year, China also appeared
to have regained its influence in Mali Jost
im November 1968 when a military
coup ousted President Modibo Keita.
A new Sino-Mali economic and
technical co-operation agreement was
signed in Pcking in December 1970,
Earlier in  August aud September two
projects, buiit with Chinese aid —a
transmission station in Bamako and a
Lannery —were handed over to the Mali
Government,

China’s relations with Guinea
remained cordial. On 23 November
1970 the People's Daily most strongly
condemned the “Portuguese colonialists
and foreign mercenary troops for their
invasion of Guinea”. A protocol on
agreement on economic and technical
co-operation between China and Guinea
was signed in Peking on 2 November,
(China’s total c¢redit to Guinea since
1959  amounted to about $70 mn).
Earlier in  May, the Chinese-aided

(33)

Dabola oil-processing works was epened
in Guinea,

A Somali Government delegation,
led by Vice-President Muhammad
Ainanshe, visited China in June 1970.
A experimental rice and tobacco farm,
s¢t up by China in Somalia was
officially handed over to the Somalian
Ministry of Agriculiure in May 1970.
China  was also reported to have
agreed to build roads aggregating
2000 km in Somalia.

China  operates u technical aid
programme in Mauritania. A Chinese
technical  team is currently assisting
Mauritania in  building the State
experimental rice farm at Rosso in
southern Mauritania. The team has
alse  trained Mauritanian  technical
personnel.

Relations with Ghana and Kenya
severed in January 1966 and June 1967
respectively were  being improved.
According to a statement made by the
Ghanaian  External Affairs Minister,
Victor Owusu, on 19 July, Ghana was
taking steps to re-establish diplomatic
relations with China,

On 11 December Prime Minister
Chou En-lai sent a congratulatory
message to President Jomo Kenyata on
the occasion of seventh anniversary of
Kenya's independence. In his message
the Chinese Premier hoped to see friendly
relations to *‘continuously grow and to
develop™ betwcen China and Kenya ““in
the common struggle against imperialism
and colonialism™. Observers in Peking
saw in the message further proof of
Peking’s renewed interest in Africa,

A Sudanese friendship delegation,
led by President Maj-General Numeiry,



visited China in August 1970, On 13
August President Numeiry and Premier
Chou En-lai signed two agreements—one
on economic and lechnical co-operation
and the other on cultural, scientific and
technological co-operation — between the
two countries. Earlier in July 1970
China agreed to provide Sudan with a
long-lerm interest-free loan of 14'5 mn
Sudanese pounds (approx. Rs. 225
crotes), The loan will be repaid over 16
years by exports of Sudanese crops to
China, '

Prime Minister Chou En-lai sent

congratulatory messages to the summit'

conference of African States held in Addis
Ababz in July 1970 and to the thicd
summit conference of non aligned nations
held in Lusaka in September 1970. A
People's Daily editorial on 14 September
hailed the conference on its success, and
said that the Lusaka conference had
helped the anti-US and antj-Soviet
movement in the world,

Peking appeared to have scored
some success in spreading its influence
i the Indian Ocean island of Mauritius
through the 20,000-strong ‘Movement
Mauricien Militant’, which ‘“‘seeks its
inspiration from Chairman Mao”, The
Chinese are reported Lo have smuggied
some rifles and other arms to this
organisation in the island.

Woest Europe

There has been a marked iimprove-
ment in China’s relations with countries
of Western Europe. Apart from Italy
which gave recognition to China in
November 1970, relations with Britain
improved considerably with the rclease

from detention in China of a number
of British citizens. According to a
Hong Kong report appearing in
Mainichi Daily News (Tokyo) on 28
December 1970, Chairman Mao désires
an imprevement of relations with
Britain so that it ‘‘can be intermediary
in disputes between Chinga and the
United States, on the onc side, and
China and the Soviet Union, on other™,

Since the visit of the  French
Planning Minister Andre Beticn-
court (o Peking i July 1970

the Chinese leaders have been
expressing their appreciation of French
foreign policy, initiated by President
De Gaulle, in Inde-China and elsewhere,
Premier Chou En-lai described Betten-

court's visit to China as *“a new
development of the good relations
between China and France”. As an

unprecedented honour for a Western
statesman  the Chinese Government
on 12 November 1970  ordered
the national flag to be flown at
half-mast for two days at the Tiananmen
Square in Peking and over the Chinese

Foreign Ministry building, to pay
homage to the fJate President
De-Gaulle.  Earlier on 1] November

Chairman Mao  paid ftribute to
the General describing him as a “daunt-
less fighter against fuascist aggression
and in defence of the nationmal
independence of France™.

Eastern Europe

In Eastern Eurepe Albania continued
to remain China’s best friend and ally.
Under a new long-term interest-free
loan signed in Peking in October {970,
China was reported to have agreed to

assist Albania with the construction of

an iron and steel combine with a
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smelting capacity of 800,000 tons and s
400,000-KW hydel power station, In
October, a Chinese-donated nuclear
radiation laboratory at the Tirana State
University was officially opened, The
faberatory, presented by the Chinese
Academy of Sciences, includes depart-
ments for meteorology and radiochemi-
stry. The Soviet Weekly, New Times,
reported In April 1970 that China was
building a missile base at Shkoder in
northern Albania, as part of a system. of
six similar bases, with plans to install
medivm-range missiles. It also said
that under a secret arrangement 5000
Chinese ‘‘technical specialists” were
operating in industry, agriculture, security
Scrvices and armed forces of Aibania,
Several Western reports also menijoned
the conclusion of a Sino-Albanian
defence agrecement in December (968,
under which China was to  ¢stablish
naval and missile bases on the Adriatic
coast and supply Albania shori-range
anti-aircraft and naval missiles (Refer
to pages 38-9 of IDSA Annual Review
for 1968-69).

Rumania continued to adopt a
neutral  and  independent attitude
towards Sino-Soviet rift, and maintained
relatively closer relations with Peking,
In June 1970 the Chinese Government
provided Rumania with **material aid as
an expression of the Chinese people’s
sympathy for the fraternal Rumanian
people affected by scrious floods™. On
25  November, =2  Sino-Rumaniar
agreement on  a [long-term  interest-
free loan (amount not disclosed)
by China 10 Rumania was signed,
According to Radio Peking, the agree~
meni was signed “in order to further
strengthen fricndship between the peoples
of China and of Rumania and to develop
relations of mutua! economic help and

co-operation between the two countrics™.
A Rumanian military delegation, led by
Colonel-General Ion [onita, Minister of
Rumanian Armed Forces, visited China
in late July 1970. Speaking at the
Rumanian Embassy banquet for the
visiting delegation on 30 July, PLA
Chief of Staff Huang Yung-sheng wrged
Rumania to refuse to take orders from
USSR,

China’s relations with Yugoslavia
improved further with the exchange of
Ambassadors during the year. The new
Chinese Ambassador, Tseng Tao,
arrived in Belgrade on 17 August.
Earlier in June, Gen. Bogdan Orescanin
was gppeinted Yugosluv Ambassador
to  Peking. This ended about 12
years of strained relations between
China and Yugoslavia.

The attitude of other East European
nations towards China aiso appeared to
have softened. A declaration on the
situation in the Far East, issucd on 4
December 1970 by the Warsaw Pact
summit conference held in Berlin, made
the first friendly reference to China in
years, denouncing extended Amecrican
aid to the “Chiang Kajshek clique”
and retention by USA of its military
bases on Taiwan, which, it said,
“belonged to the Chinese People’s
Republic™’. The declaration also attacked
US for once again preventing “‘the
restoration of the lawful righis” of
China in the United Nations, Obscrvers
in Moscow viewed the Warsaw Pact
document as the first attempt to  evolve
a unifted approach to China,

ARMED FORCES
Strength

The strength of the regular armed
forces of China has becn estimated at
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278 mn men by the Institute for
Strategic Studics (1588), London, in its
amual publication, the Military Balance,
1970-71. This estimate differs from the
one given by the samec institute
last year (1969-70), when a probable
increase of about 600,000 men, due to
a special recruitment drive during
1968-69, was thought to have raised
the total strength to around 3'3 mn
men. [t now appears that the reported
increase did not actuaily take place and
the total strength of the Chinese PLA
stands at the same figure (278 mn) as
had beenrecorded in the last few years,
A Japanese Defence Agency estimate
also put the strength at the same figure.

Army

The bulk of the Chinese armed
forees is in the army which has a
total strength of about 2°45 mn men
(other sources put it at 2'5 mn),
including railway engineer troops,
divided into 108 infantry, 5 armoured,
3 cavalry, two airborne and 20 artillery
divisions, There are also supporting
signals, engineer, railway engineer and
motor transport units.

According to ISS, the 118 front-line
divisions are believed to be deployed
-as follows :

1. Peking and Shenyang —32 divisions
Military Regions (including 2
(covering Peking and or 3 armoured
Manchuria) divisions {and

4 or 6 divisi-
ons of border

guards),
2. Eastern coastal area
{Tsinan, Nanking
and Foochow —28 divisions
Military Regions)

3. Along the axis of
Canton-Wuhan Rail-
way (Canton and

Wuhan Military —-25 divisions
Regions)

4. Hainan Island (under -~ 3  divisions
Canton Military
Region)

5. Szz:chwan and
Yunnan area

(Chengiu and Kunm-
ing Military Regions) —-12 divisions

6. Western China
(Lanchow  Military — 11 divisions
Region)
7. Sinkiang Militatry -4 divisions
Region fand 2 or 3
border guards

_ divisions)

8. Tibet Military Region —3  divisions
(and 2 or 3
border guards
divisions).

The 20 artiMcery  divisions are
normally split info regiments and
deployed with infantry divisions.

From the above geographical
distribution, it appears that as many
as 36 Army divisions (32 in the
Peking-Shenyang area and 4 in Sinkiang)
and between 6 to 9 border guards
divisions are deployed along the 4500-
mile Sino-Soviet border (from Sinkiang
to Manchuria). Some of the 11 divisions
deployed in the Lanchow Military
Region may also cover the border area.

Army equipment

Heavy equipment of the Chinese
PLA, according to 1SS, consists of 152
mm and 203 mm guns and JS-2 heavy
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tanks, originally supplied by the Russians.
Medium armour includes T-34 and T-54
tanks. The latter is produced in China
under the designation T-59 (presumably
39 refers to the year of first indigenous
production). However, the Russian T-54
has since been superscded in the
Russian Army by the more sophisticated
T-55 and heavier T-62, The Chincse are
also believed to be producing armour
of their own design, including light
tanks and APCs (Armoured Personnel
Carrier).  Self-propelled artillery in
the PLA includes SU-76, SU-100,
JSU-122 and JSU-152. The Chinese
army suffers from shortages of heavy
field engineering equipment and heavy
self propelled artillery as well as motor
transport (An order for 2500 trucks
has reportedly been placed recently
with the Moroccan firm Berliet- Maroc).
The radar and electronic commuitica-
tions equipment with the PLA is
aiso  believed to be generally less
sophisticated than modern Soviet or
Western types. However, the ground
forces are adequately cquipped with a
range of infantry weapons, light and
medium  mortars, rocket launchers,
recoilless rifles and light and mediym
artillery, all produced in China.

Navy

The 1SS (London) in its Military
Balance 1970-7(1 puts the PLA Naval
strength  at 150,000 men (including
16,000 Naval Air Arm and 28,000
Marines) and 965 vessels. The ships
include one G-classsubmarine fitted with
ballistic missile tubes, 32 other con-
ventional submarines and 4 destroyers,

The PLA Navy is divided inio
threc flecets.  The North Sca Fleet with
230 wvessels is based at Lushun-Dairen
(some reports indicate that the ‘G’
class missile submarine is based herc)

and at Tsingtao; the East Sea Fleet with
435 vessels is based at Shanghai and
Choushan; and the South Sea Fleet
with 300 vessels is based at Whampoa
and Tsamkong (there is also o naval
base on the Hainan Island, which comes
under the South Sea Fleet).

The Naval Air Arm consists of some
500 shore-based naval aircraft, including
about 100 1L-28 torpedo-carrying light
bombers and a substantial number of
Mig-15 and Mig-17 fighters.

The latest edition of Jane’s Fight.
ing Ships (1970-71), gives a slightly
different cstimatc of the PLA Navy.
According to it, the PLA Navy
consists of 1000 ships and 140,000
persennel (an increase of 14,000 men
over last year)., The breakdown of the
fleet is shown as 33 diesel-powered
submarines  (including one G-class
ballistic missile type), 4 destroyers, 8
destroyer  escorts, 11  escorts, 25
submarine chasers, 394 fast torpedo and
missilc gun boats (an increase of 14
over the 1969-70 total), 22 coastal river
defence vessels, 27 mincsweepers, 70
amphibious-type and landing ships, 33
auxiliary and 375 miscellancous service
craft,

The Jane's noted that the PLA Navy
is nearly five times as big as Japan’s.
China has also more than three-to-one
advantage over Japan in submarines
(33 against 10). According {o latest US
cstimate, given by Defence Seretary Laird
in his Fy 1972 Decfence Report, China
has more than 40 attack submarines.

Although  the Chinese Navy is
large in  size, a vast majority of
the ships are  cither antiquated
or small ships mainly useful for coastal
defence.  In any case, the Navy is the
weakest link inthe PLA forces, Presum-
ably realising the shortcomings of the
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navy, the Chinese leadership has
recently called for a naval build-up and
modernisation programme. A Pepple’s
Daily article, broadcast over Radio
Peking on 3 June 1970, made a sirong
plea for building a strong modern navy
to counter US and Soviet threat to

China’s fong coast-line (4021 miles)
and to liberate Taiwan. “With US
imperialism  and Soviet  imperalism

menacing China today, there is greater
need to build more ships and to construct
a2 modern navy in order to catch up
with high world standards™, the article
said. It added that the Iong Chinese
coastline had been invaded by imperia-
lists in the past and the United States
still “‘occupied™ Taiwan, “‘Should we
not liberate Taiwan?’” it asked.

The People’s Daily call followed
reports in May 1970 that the PLA
Navy was 1rying 1o penetrate the
Indian  Ocean to  counter Soviet
“gunboat diplomacy”. This is signifi-
cant, Obviously as a precursor to the
naval build-up programme, the Chincse
have, for the last two years,
concentrated on the development of
their shipbuilding industry,  As many
as gight occan-going ships were launched
during the period October 1969 to
November 1970, five of them, including
China’s third 15,000 ton tanker, in 1970.
Although most of them arc freighters
of moderate size (between 10,000 and
15,000 gross ton), itis an impressive
beginning. It is not, however, known,
how many naval ships, if any, have
been built during this period, since
the Chinese news media are silent
on such information. Probably
they have built a few —the Chinese are
known to be building submarines in
the Shanghai shipyard—as the People's
Daily’s call for the naval buyild-up

programme would suggest. Mao report-
edly wanted China to *'build a powerful
navy”  based on  “self-reliance™.
According to an American report (/S
News & World Report, |5 February 1971),
the Chinese shipyaids are building new
submarines and a few warships of *a
class larger than destroyers but smaller
than cruisers,”” US Defence Secretary
Laird said in his Defence Report to
Congresson 9 March 1971 that China was
producing new guided missile destroyers,
Air Force

According to Military Balance 1970-
71, the PLA Air Force consists of
180,000 personnel (including 85.000 in
air defence ground wunits) and 2,800
combat ajrcraft. Most of the planes
are outdated Soviet MiG-15and MiG-17,
There are a few hundred (according to
one source 5G0) Sovier as well as Chinese
made MiG-19s and a few MiG-21s. The
bomber fleet consists of 2 few TU-dand a
larger nuinber of TU-16 medium bombers
and between 150 and 300 H.-28 light
bombers. There is also an air trans-
port fleet with 11.-[4, [L-18, Mi-4, An-2
{Chincse-madc) as its main craft.  The
transport flect could be supplemented by
300 odd aircraft of the civil aviation,

The serviceablity of sonic of the
Russian type aircraft may have been
adverscly affected by shortage of spare
parts.

The PLA Air Force has also an
ait defence system based on radar and
interceptor  aircraft and some SA-2
‘guideline” missiles,

China appears to have undertaken
an Air Force modernisation programme
which is marked by indigenous produc-
tion of fighter-interceptor and bomber
aircraft.  The Shenyang State Aircraft
Factory is known for some time to have
been turning out the Chinese (improved)
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version of the Mi(3-19, which is now
said to be the mainslay of the Chinese
fighter aircrafi force, since 1939, The
rate of production was estimated to be
about 59 per year (A US source has put
the rate at as high as 300-400 annually).
The same factory is reportedly turning
out the Chinese “copy” of supersonic
MiG-2ls.  According to Iaternational
Herald Tribune, 19 20 September 1970,
China is also currently producing its own
medium-range {win-engine jet bomber,
“capable of carrying nuclear weapons
to targets 1500 miles beyond the
country’s border,”  The aircraft is
believed to be a copy of the Russian
TU-16 (NATO code name Badger),
which has a speed of 590 mph and a
range of 3003 miles (with maximum-
20,000lb-bomb load). According to US
weapons cxperts, the Chinese may be
able to produce about 4 to 5 TU-16s
per month (presumably at the Shenyang
factory). The report says that the
development of the TU-16 scems to be
“an insurance against possible trouble™
in IRBM development, or it may be
that the Chinese sirategists have conie
to believe in mixed forces of bombers
and missiles.

According to Asher Lee, a British
defence  expert  and  correspondent,
Peking is building a prototype of
a long-rang supersonic bomber which
could hecome something like the US
BS58 Hustler bomber, A recent (3
March) Washigton press report said that
the Chinese had started “‘quantity pro-
duction” of Mig-21 at a big aircraft
plant at Chengtu,

Para-military force

The Chinese para-military forces
include 300,000 security and border
troops. There are 19  infantry-type
divisions and 30 independent regiments of

the border troops which are permanen-
tly stationed in (he frontier arcas, in
addition to regular divisions. Tn addition,
there is a public sccurity force and a
Pcople’s Militia, claimed by the Chinese
to be 200 mn strong. The effective
element of the milita is believed to be
around 7mn.

According to a Mainichi Daily News
(Tokyo, 15 December 1570) report,
militia forces in China are once again
"moving into a position of importance
within the framework of national
defence”.  This follows a temporary
Iull in their activities during the
Cultural Revolution. Provineial radio
broadcasts during the last few months of
1970 showed that the drive to strengthen
preparations for war against *US
imperialism” and *“social imperialism®’
had brought them to the forefront again
with a nationwide campaign to rebuild
the militia into a more efficiently
organised, equipped and trained force.
The 12th anniversary of Chairman
Mao’s directive on organising People’s
Militia, issued on 29 September
1958, was being frequemtly referred
to in provincial radio broadcasts and
in specches at rallies held in various
parts of the country. The cighth anniver-
sary of Chairman’s instructions of
9 June 1962, that militia work should
be put “‘on a sound basis organization-
ally, politically and militarily’”, had
also  been  widely  exploited to
emphasise the importance of militia
work, particularly in the context of the
people’s war and class struggle, Militia
problems were also discussed at several
provincial conferences,

As another step to prepare against
a possible war with the Soviet Union,
the Chinese authoritics had reportedly
broken up the strategic Inner Mongolian
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region both in terms of military conwrol
and civil administration into three parts
and incorporated them into the
adjacent military regions of Lanchow,
Peking and Shenyang to give depth to
defence deployment.

In sum, China’s military potential
lies basically in the large reserves of
manpower-there are 150 mn males of
draft age. US Defence sources rate
China’s forces as well-equiped for
defence, but lacking the capability for a
sustained offensive against a major
power.

New political chief of PLA

In September 1970, Li Teh-sheng,
Chairman of the Anhwei Provincial
Revolutionary Committee and Comman-
der of the Anhwei Military District,
was appointed Director of the Armed
Forces General Political Department,
replacing Hsiao Hua, who was purged
in January 1968 as a ‘‘counter-revolu-
tionary and double-dealer”. Li, an
alternate member of the Politburo, has
also been clected First Secretary of the
newly formed Anhwei Provincial Party
Committee.

Military spending

According to the Japanese White
Paper on Defence, made public in
October 1970, China has the biggest
defence budget among Asian countries
with an outlay of $7250 mn, This means,
China’s military spending is nearly five
times that of India, which according to
the White Paper, ranks third in defence
spending-after China and Japan-with an
outlay of $1467 mn. The document
says that China’s per capita expenditure
on defence for 1968 amounted to 89
only, although in relation to GNP it
spent as much 97/ as against 3'5% by

India and 0'8%, by Japan. According
to the latest (1970) Year Book of World
Armament  and Disarmament of the
Stockholm International Peace Research
Institute (SIPRI), China is estimated
1o have spent $7800 mn on its armed
forces (in 1969). In real terms, China's
military cxpenditure in the sixties had
mcreased by an estimated 161%,, the
yearbook says,

Military activities in Tibet

For the first time since 1967 Chinese
troops intruded into Bhutan thrice
during May 1970. According to the
King of Bhutan, on each occasion about
a dozen Chinese troops intruded about
three-fourths of a kilometre into Bhuta-
nese territory across the Chumbi Valley,
but withdrew when the Royal Bhutanese
Guards told them they were in Bhuta-
nese territory. At the request of the
King of Bhutan, the Government of
India lodged two consecutive protests
with Peking ovcr the intrusions,

The Chinese troops in Tibet had also
committed a few intrusions into Indian
territory during 1970, India’s air space
was also violated by the Chinese several
times. According to a statement made
in the Indian Parliament by Defence
Minister Jagjivan Ram on 2 September
1970, China had violated Indian air
space 13 times and land frontiers five
times during the priod 1 Jnnuary 1969
to 31 August 1970, According to
ancther staterieni made by the Defence
Minister in thc Rajya Sabha on 2§
November 1970, from 1 January 1970
to 31 October 1970 China had commi-
tied four land and 8air space violations,
However. there was no exchange of fire
nor were there any casualties as a
result of these violations.
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Among other developments of
military significance in Tibet during the
period under review were the completion
of a2 nmew jet airfield near Shigatse
(construction of the airfield was repor-
ted in the 1969-70 Annual Review, page
21), and the building of another airfield
“facing the Indian border” in Eastern
Tibet.

The Shigatse airfield, located about
100 air miles north of the Sikkim
border, is stated to be capable of
handling light wmilitary aircraft.  Its
construction was reportedly completed
in July 1970,

According to a recent Reuter
report from Delhi quoting “reliable
Tibetan sources”, the Chinese are
building a third airfield (acing the
Indian border. The airfield, located at
Pomda (exact location not specified)
in Eastern Tibet, will reportedly be able
to handle jet aircraft, The report also
said that the second airfield at Hoping
near Shigatse in Central Tibet (referred
to earlier) had been completed and was
scon to be commissioned, while the
third jet airfield at Gongkar, south of
Lhasa, was already in use.

According to The Sunday Times
{London, 18 October 1970), the Chinese
have built the world’s highest radar
station on the slopes of Mt. Everest.
The paper said in a report from Hong
Kong that apart from the standard
function of detecting any intrusion of
aircraft across the Tibetan frontier, the
station’s ““main purpose is apparently to
track the test-ficing of ICBMs from a
base on the Tibet-Sinkiang border
across India into the Indian Ocean”.
The radar station, construction on
which  started some time in 1968,
reportedly covers an area of ten squarc
miiles and is located near Thangri Dzong

on the northern approaches to Mt.
Everest.

There were occasional reports,
though no¢ always confirmed, of campai-
gns for war preparedness in Tibet.
According to a report (October 1970)
in Tibetan Review, a fortnightly journal
published from Darjecling, more than
20,000 Tibetans had been conscripted
into PLA  between 1966 and 1969,
Other reports indicated that the PLA in
Tibet was still being harassed by the
armed guerrillas of the Tibetan
resistance movement ({(details given in
Political Developments section).

SCIENCE AND TECHNOLOGY

Advanced Woeapons
Programme

The year 1970 is a landmark in
China’s advanced weapons development
programme. On 24 April of that year
China became the fifth nation —after
USSR, USA, France and Japan—to
put & satellite in carth’s orbit, The
successful launching of the [73-Kg
satellite demonstrated that China has
made continuous and steady progress in
its missile and space development
programme and that it has achieved
considerable mastery over rocketry and
general space technology. The achieve-
ment has proved that China has
developed launch vehicles with adequate
booster power and has masterzd the
technique of separating the different
stages of a rocket. However, putting a
173-Kg satellite does not necessarily
mean that Peking has succeeded in
developing an ICBM. Similar payloads
were boosted up on IRBM vehicles
like Thor and Jupiter rockets. Moreover,
it is mot known whether China has as
vet developed re-entry heat shields for
nuclear warhends and a sophisticated
guidance system for target accuracy,

Development
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Thus, US Defence Department experts
said on 25 April 1970 that China’s
satellite Jaunching did not meaa it had
the technical knowhow for launching
intercontinental ballistic missiles.  But,
they added, the Chinese might now be
on the way to developing reconnaissance
satellites to warn them against surprise
attacks from USSR. It was thought
that the satellite was similar to the
ones developed by US and USSR 12 or
13 years ago and seat up by a rocket
capable of carrying a medium range
missile. It is believed by some experts
that the Chinese have succeeded in
building a second-stage to the improved
version of a Soviet-iype T-1 vehicle to
launch the satellite. At any rate, by
being able to launch a satellite with its
own rocket China lhas greatly enhanced
its techmnalogical as well as political
prestige, which might have been one of
China’s principal objectives in arbiting
the satellite. Dr. Johu S. Foster, Jr.,
Pentagon’s R & D chief, said that
the lnunching of a 381-1b satellite by
China on 24 Apcil 1970 was perhaps
the forerunner of ‘“‘a large, intense
space programme  with  important
militaty values ivolving very large
boosters”. Many  Western  reports
indicated duting (970 and even carljer
that China had already devcloped
medivm-range (upto 1,500  miles)
missiles and their deployment was
imminent. However, there is still no
report of the deployment having taken
place. Expliining the delay in the
deployment of MRBMs, US Defence
Secretary Melvin Laird said in  his
anaual report on America’s defence
posture on 20 February 1970 : “By the
summer of 1967, the rate of test
firings of MRBMs reportedly increased
and this apparently indicated that
the R & D phase of the missile

programine was nearing end and that
initial MRBM deployments would begin
in 1967-68. Actually, however, while
the MRBM testing is still continuing
(in late 1969 and early 1970), the
Chinese have not yet deployed an
operational medium range missile”.
Laird suggested that the threc-ycar
delay could have been caused cither by
technical problems with the missile or
by political intetference during the
Cultural Resolution. He said there was
even a possibility that the Chinese were
not planning to deploy the first
generation MRBM, but were iutedt on
developing a more advanced missiic
cquipped with a thermenuclear warhead
of 200 to 500 kt vield, Laird, however,
added that US intelligence sources still
believed that Peking would slart the
deployment of the current series of
MRBMs of approximately 1,000-mile
range, cirrying 20 KT fission warheads,
in 1970. They also estimated that a
force of 80 to 100 ooerational missiles
couid be ready in fixed ‘sofC sites by the
middle of 1970,

In his latest statement before the
House Atmed Services -Committee on
9 March 1971 (Fy 1972 Defence Report)
Laird said that there might have been a
limited deployment of the Chinese
MRBM during 1970. However, ‘“‘ihe
emphasis in Chinese R & D", he added,
“appears to have shited in 1970 from
the MRBM to the development of an
{liquid-fuelled) intermediate  range
ballistic missile (IRBM). The Chinese
MRI/IRBM  development efforts  have
alse provided important experience for
their ICBM programme™.  According
to Laied, by mid 1971, the Chincse
are expected to have a small number
of MRBMs deployed. Their IRBM,
he said. could attain initial operational
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capability (IOC) within the next year
or two, and by mid-1972, the Chinese
were cxpected fo have operational ““a
modest number of missiles wlth a mix
of MRBMs and IRBMs™,

The Military Balance 1970-71 (1SS,
London} says that although deployment
of MRBMs has been forecast by US
sources since 1967, “‘thers is still no
report of this actually taking place,
although it is possible that some Sandal-
type missiles are available, It may be
the Chinese are giving priority to the
deployment of an ICBM™, Testifying
before the US House Foreign Affairs
Sub-Commiitee on Asia and the Pacific
in Scptember 1970, Professor Wayne
Wilcox of Columbia University said
that China was poised for testing an
IRBM, possibly in the Bay of Bengal.
Some “key” US Government analysts
were also  of thc opinion that the
Chinese were concentrating their efforts
on an advanced TIRBM with a range of
1,500 te 2,500 miles. They referred to
the discovery of a ncw launch sitc in
Manchuria from where tests of these
improved IRBM might start soon.
Test flights could be overland towards
Sinkiang.

Laird’s  February 1970 Defence
Posture Report mentioned the comple-
tion of a large ICBM launch facility, which
had been under construction since 1965.
The faunching site is reportedly Tocated
at a place called Shuang Che’ng-tze
in a remote desert arca of wesiern
Inner Mongelia, 400 miles north-west
of Lanchow. This Jocality (lat. 41 dep.
N, Long. 100 deg. E.} fs reached by a
railroad spur from the Lanchow-Urumchi
Railway. The completion of this faci-
lity, detected by US intelligence through
satellites, led the Pentagon R&D chicl, Dr,
John Foster. and cthers in the Defence

Department to believe that the Chinese
ICBM test was imminent (refer to page
23 of 1969-76 Annual Review of IDSA).
The same facility apparently was used
to launch the ficst satellite and may ba
used in future for ICBM test-firing. A
second (221 kg) satellite was Taunched
from the same space station on 3 March
1971.  Pcking made a belated announ-
ment of the launching on 16 March
describing it as a “‘mission of scientific
experiment,’’

According to Laird’s February 1970
statement, it is possible that China will
achieve an initial ICBM capability by
1973 and that a force of 10 to 25
operational ICBMs of 6,000 mile range
carrying a  3-megaton ihermonuclear
warhead could be deployed by 1975,
According  to  the report, Chinese
scientisis are also working on a solid-
fuel ICBM system for ‘hard’ site em-
placement. The system muy be ready
sometime after 1975, Subsequently at
a Congressional testimony in April 1970,
Laird somewhat modified his carlier
statement and said that China could
develop the ICBM as early as 1973, but
was not likely to be a serious nuclear
threat until the 1980s.

However, despite various speculative
reports on China’s “imminent” ICAM
test, nothing had actually occurred ¢ill
the end of April 1971. Thus Western
anaiysts in Hong Kong, gquoted by the
military correspondent of the New York
Times, believed in July-August 1970
that China would soon test its first
ICBM, with an cstimated range of 6,000
miles, “‘probably by adding a third stage
to 'its two-stage rocket’”. The American
magazine Aviation Week reporied on
24 August 1970 hat the firse test flight
of China's ICBM was cxpected (0 be
made across India, wilth 2 splashdown
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near Zanzibar, “late this year or early
1971, It said Chinese technicians,
who had been arriving in Zanzibar in
increasing nombers in recent months,
were belicved to be installing elemetry
equipment on the island to monitor the
finai flight phase. Recovery of the
dummy  warhead would probably
be attempted by Zanzibar-based techni-
cians, it added. A subsequent press
report said that China had approached
East African countries for permission
to set up tracking stations, presumably
as a prelude to the launching of its first
ICBEM in the western Indian Ocean.
Some of these stations were reporied to
have already been completed. The
Military Balance [970-7I also said
that flight tests over the South-western
Pacific or the Indian Ocean would
herald the preliminary stages of a ICBM
programme., According to the latest
reports, US Defence Secrctary Laird
said in his annual Defence Report to
Congress on 9 March 1971 the
Chinese might have tested an [CBM
over a reduced range late last year
(1970). But, he said, the “initial flight
testing of an ICBM has not yet been
confirmed. An TOC ecould be attained
within three years after flight testing of
the ICBM is commenced”, The earliest
possible date for deployment has, as in
1970 report, been estimated to be 1973,
but “more likely China’s ICBM will
not reach the status until a year or
two later’’,

According to a Daily Mail (London)
report of 25 June 1970, China was
carrying out tests with a conventional
submarine capable of launching nuclear
missiles of the Polatis type. The testing
was reportedly detected by a US spy
plane which spotted the submarine
near the Chinese submarine base at
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Talien (Dairen) in Manchuria. The
submarine was reported to have an
operational range of 22,000 miles and
might be capable of carrying missiles
with a range of 1,000 miles.

The Chinese Navy is known to have
one ‘G’ class diesel-powered submarine
fitted with three vertical tubes for
ballistic missiles (refer to the section
on Armed Forces). But there has so far
been no cvidence that the Chinese have
developed a missile for it. The Py
Mail teport of testing of submarine
missiles has not been corroborated by
any other source.

An atmospheric nuclear explosion
from the Lop Nor tegion of Sinkjang
was recorded by the Bhaba Atomic
Centre on 14 October 1970. Sub-
sequently, US AEC also detected the
test and estimated the yield of the
thermonuclear explosion at 3-megaton.
The test was believed to be a test of a
warhead and was seen by cxperts as part
of a series of cxperiments by Chinu to
reduce the size and weight of its nuclear
warheads with a view 10 making them
compact enough for missile delivery.
Cluna did not announce the test, and
this silcnce appears to be significant. It
may be recalled that in similar fashion
China did not announce its seventh fest
lield on 24 December 1967

Of the cleven tests carried out so
far —all in the Lop Nor testing centre—
six nuclear devices were air-dropped, two
were detonated on a tower, one was
delivered by a missile.and one was deto-
nated wnder ground. The dclivery system
for the 1lth test is not yet known, The
principal fissilc material in all the ten
overground tests was uranium-235. Traces
of plutonium were detected for the first
time i the fallout from the eighth test.
In their tests of thermonuclear devices



{four in all) the Chinese have shown
the capability to use both lithium and
hydrogen isotopes.

According to the Military Balunce
1970-71 (ISS, London), the Chinese
may now have accumulated fissionable
material for 120 atomic bombs of nominal
yield, 20 KT or a smalier number of
atomic and hydrogen weapons. Some
of the thermonuclear devices could
be several megatons in yield. The US
oflicial estimate of the size of the
Chinese atomic arsenal is, however, very
moderate.  According to the Fy 1971
Defence Report submitted to the US
Congress by Defence Secretary Laird
on 20 February 1970, the amount of
U-235 estimated to be available for
stockpiling “is sufficient for only a fow
dozen weapons ofany type”. The report,
however, said that continued produc-
tion of U-235 would help increase
China’s stockpile. ‘‘Nevertheless”, it
added, “a  further cxpansion of
fissionable materials production faci-
lities may be required if a largescale
nuclear weapons production capability

is to be realised, I a sccond U-235

plant is built (a second plant—a gas
centrifuge one — was reported to be under
Construction near Lanchow inmid 1970),
at least three years would be required
before production could begin™.

According to Dr Ralph Lapp, the
US nuclear physicist, who was a
member of the team which developed
America’s atom bomb in the 1940s,
*China probably has at this moment
(September 1970) nearly 200 nuclear
weapons and a choice of at least two
short-tange  delivery systems™. He
apprchended that the growing atomic
arscrial of China would upset the exist-
ing nuclcar balance, mcnace India,
frighten Japan, compromise the SALT

talks and revive Washington’s cries for
a greatly expanded version of the ABM
system,

Reports started coming in since the
middle of 1969 on the dispersal of
Chinese nuclear installations. According
to a report quoting diplomatic sources
in Vienna (May 1970), China has disper-
sed its key nuclear installations over a
wide area as a precaution against a possi-
ble attack by USSR. The sources said
the dispersal had apparently been carried
out on a wide scale, since Peking
considered its high concentration in
Sinkiang, bordering on the Soviet
Union, very risky in view of the Sino-
Soviet confrontation. The sources
added that available reconnaissance
reports had confirmed that large and
important sections of the nuclear
complex had been moved to remote
areas including Tibet. The {970
Strategic  Survey of 1SS (London)
issued in April 1970 also said that
China’s main nuclear installations were
now so scattered that “no attack by the
Soviet Union could hope to eliminate
them without the risk of a prolonged
war”, However, the atomic test site
appeared to continue to operate at Lop
Nor at lcast up to 14 October 1970,
when the 11th nuclear device was
defonated  there. The  Hungarian
military magazine People’s Army indi-
cated (September 1970} that China was
in the process of pushing its nuclear
installations vnderground and ‘““to build
these underground facilitics China has
purchased specialised equipment from
France, Britain and Sweden™.

Soviet and Hungarian reports
claimed that China had received West
German aid to produce its rockets and
atomic  reactors. The Hungarian
foreign affairs weekly Mugparorszag,
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in an article dealing with China’s earth
satellite, said on 5 June 1970: “In
1968 China purchased goods valued
at DM 820 mn from the German
Federal Republic, Seventy per cent
of this sum was spent for armament,
military equipment and above all
for installations needed for developing
rockets which arrived in China from
Bonn. It is also well known that West
German rocket experts such as B,
Zepiger and Wolfgang Pilz, together with
others, alded in the construction of
Chinese rocket bases, partially through
plans and partially through direce co-
operation. China rcceived the heavy
material needed for the atomic reactor
from the German Federal Republic
along with electronic installations and
instruments as well as important rocket
components, and the special quality
steel indispensable for progress in the
space field”. The weekly further said
that Chinese experts were allowed to
see the new Hart-1 rockets allegedly
being produced in a West German
factory in South Africa and experi-
mental rocket  stations  reporiedly
Iocated in Angola.

The Hungarian report was followed
by a Moscow Radio commentary on
6 June 1970 which, quoting thc West
German  press, said, that 70 per cent
of West Germany’s cxports to China
in 1968 were weapons and manufuctured
goods dircctly related to arms industry.
These, the radio added, ‘‘include
heavy water for use in reactors, spare
parts for rockets, electronic instruments,
geiger counters and special high-quality
steel””. It alse repeatcd the Hungarian
weekly’s  story to say that Chinese
experts were admitted to a West
German factory near Port Elizabeth in
South Africa to see the rockets produced

there, and ‘“Mao Tse-tung's represcne-
atives have been invited to the testing
range m Angola to observe the testing
of West German rockets”.

As il in anticipation of (or was it
in reply to} these allegations, the
Chinese Communist Party theoretical
journal Red Flag on 6 June came out
with an article on China’s earth satellite
which categorically denied any foreign
collaboration in China’s spuce pro-
gramme. It said: “No foreigners
participated in the design and manufac-
ture of China's first man-made carth
satellite, and no foreign samples or
equipment were used ... Everything was
done in our own country by depending
on our own efforts™’,

Nuclear Policy

On 1 November 1970 China revived
its call, first given 6 vyears carlier imme-
diately after detonating its first atomic
device, for a summit meeting of all the
countries of the world *te sign an
agreement on the complete prohibition
and thorough destruction of nuclear
weapons™, The renewed call came in
the course of a joint communique with
a visiting Japanese Socialist delegation,
led by the party Chairman, Tomomi
Narita, The relevant portion of the
communique reads: “Beth  sides
unanimousily express the determination
to struggle against nuclear war and for
complete prohibition and thorough
destruction of nuclear weapons. The
delegation of the Japanese Socialist
Party supports the stand that at no
time and in no circumstances shall
China be the first to use nuclear
weapons and China’s proposals that a
summit conference of all the countries of
the world, big and small, be convened
to sign an agrecment on the complete
prohibition and thorough destruction of
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nuclear weapons and, as the first step, to
reachan agreement on not using nuciear
weapons.”  China’s call for the nuclear
summit was subsequently supported by
President Yahya Khan during his visit
to Pecking in  November [970 and
incorporated in the joint communigue
issucd on the conclusion of his visit,
This point was also made by Premier
Chou En-lai in his interview with Edgar
Snow in early December when he
reportedly said that the aim of China’s
nuclear tests was to break nuclear
monopoly and blackmail.  For this
reason, whenever China carried out a
nuclear test, it always declared it would
never be the first to use nuclear
weapons. He also stressed that the
Chinese nuclear tests were still in the
experimental stage.

China-watchers in Hong Kong and
elsewhere were inclined to  belicve  that
the revival of the call was primirily to
improve China's image among non-
aligned nations and m the United
Nations now that it “‘is getting closer to
UN membership™. The timing of ihe
declaration just before the commence-
merit of the third round of the SALT
talks in Helsinki on 2 November 1970
was also considered significant. ‘This
was as if to remind both US and USSR
that no meaningful discussions on
disarmament would be possible without
the participation of the Peking regime
which represented more than one-fifth
of the world populaticn.

In his inaugural address 1o the 24th
Party Congress in Moscow on 30 March
1971, CPSU General Secretary Leonid
Brezhnev made a  proposal for a
conference of the five nuclear powers
to discuss ‘‘nuclear disarmament of all
States in possession of nuclear weapons™,
UN Secrctary-General |j Thant also

pleaded, in speeches to the General
Assembly of American States (at San
Jose, Costa Rica on 14 April) and the
Council on Foreign Relations (in
Chicago on 5 May), for a five power
summit including China o break the
deadlock on nuclear disarmament and
“turn a new page in human history”’.

Technological innovations and
Scientific Research

During the period under survey
China  claimed considerable propress
in the field of technological innovations
and scientific rescarch. According te a
Radio Pekivg broadeast of 26 August
1970 a number of groups representing
various industries in Peking had been
tormed since the beginning of (970 with
the objective of calching up with and
surpassing advanced technical levels both
domesticand forcign. These groups, com-
posed of revelutionary cadres, workers
and revolutionary tcchnicians, were
carrying out intensive scientific rescarch,
experimenting with technical inncvations
and “‘making breakthroughs in science
and technology”. In coordination with
the broad masses, they ‘‘carry out
investigation and study, draw up plans
and undertake scientific rescarch and
technical innovations for catching up
with and surpassing advanced technical
levels™.  During the first eight months
of 1970 they claimed to have succeeded
in trial-producing and lurning out a
number of new products of advanced
levels and  popularising many new
techniques and techinological processes.
There are reports to indicate that other
citics and industrial centres have
emulated Peking and organised similar
groups in order to make advancement
in industrial rescarch and developments.
Thus, Shanghai claimed in August 1970
o have developed ‘‘thousands™ of
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advanced new products, techniques
technological processes and materials.
Among the very large number of these
new industrial and technological
developments claimed by China during
the last one year the following deserve
mentjon :

(i} “China’s first” laser  inter-
ferometer foraccutate calibration
of length scales ;

(i) a 125,000-kw steam-turbo gene-
rator with an inner water-cooled
stator and rofor ;

(iii) nylon ignition coil, claimed to
be ““world’s first™ ;

(iv) a 4000-metre deep-well drilling
machine, said to be first of the
type in China, and a new type
of small and light oil-drilling rig
*“*specially adapted to the condi-
tions encountered in China’” ;

v) & “huge” surface-grinding
machine, and a double-column
optical jig-boring machine ;

(vi) a 1,000-kg  high-molecular
material testing machine,
equipped with an automatic
electronic recording system ;

(vii) an advanced rail-laying and
' bridge-building machine, the
first of its type in China ;

(viit) a silicon-controlled gas-protecting
welding machine ;

(ix) a 4,000-ton horizontal compres-
sion casting machine ;

(x) a 32ton heavy duty tipping
forry for use in mines;

(xf) 2 “unique” Chinese fractor
for use in both dry and paddy
fields ;

(xii} a urea synthesis tower ;

(xiii} a “Chincse-type” machine for
printing and dycing cotton yarn
by a “oue-step process” ;

(xiv) a magretic method of ore-
dressing ;

(xv) the “first™ Chinese water-cooled
traasformer ;

{xvi) a new method for free live-wire
operation, the introduction of a
single-wirc power {ransmission
system and a new electronic
regulator and control technique;

(xvii) an eclectronic balance  with
“alternate dial reading™ ;

(xviii} an electronic microscope capable
of magnifying ar object 406,000
times ;

(xix) a  computerised  teleprinter,
capable of translating Arabic
into Chinese at a speed of 1,500
characters a minute ;

(xx) a half-tone screen for 3-ID colour
print ;

{xxi) pew type alloy steels, high-
grade alloys, special shaped
steels and important rare metals.

The Chinese press and radio also
reported  concentrated  development
efforts in shipbuilding and electronics
industry. (For details of shipbuilding
see section on Armed Forces). China
appears (o have made considerable
sirides in the ficld of electronics as will
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be revealed from very frequent press
and radio reports. Shanghai leads in the
field with more than 109 establishments
in the city engaged in the manufacture
of electronic components and products.
The Shanghai Radio Research lnstitute
has designed and produced advanced
automation equipment. In Peking also
there has been marked increase in the
number of electronic plants and their
products. Among the clectronics
products turned out (apart from the fow
enumerated above) are a “‘large-scale
Chinese-type™ crystal-growing machine
producing large diameter  silicon
materials necessary for large-area silicon
controlled rectifiers and new electronic
furnaces to make monocrystal silicon.
“With the rapid development of the
electronics industry, modern ¢lectronic
techniques have been generally applicd,
not only in the communications and
instrument jndustries, but also in the
metallurgical, machinery, transportation,
electric power, chemical engineering,
light and other industries, thus advanc-
ing industrial production”, NCNA
claimed. Construction of various types
of electronic equipment has thus brought

together several of China’s difterent
industries and has demonstrated a
growing potential through industrial

co-ordination for the production of
computers and complex guidance systems
for military use.

Although in the field of industrial
and technological developments, the
current stress is on ‘“‘self-reliance”,
China does not appear 1o altogether
abhor technical cooperation, even if it
comes from the west, Thus, there were
reports from Japan that China was
willing to initiate exchanges of technical
information, particularly on automobile
casting and pressing, synthetic fibres

and  petrochemical and electronic

industrial developments.

Technical Education

Omne sign of return to normalcy and
increasing stablity in the ficld of science
and technology in China was the reope-
ning of the universities and various
other technical institutions of higher
learning in 1970. Thus, four years after
it ceased nermal academic functioning
to make way for the Cultural Revolu-
tion, the Tsinghua University in Peking,
China’s foremost engineering institution,
started admitting new students and
holding regular classes  from July
1970. The resumption of regular classes
at Tsinghua heralded similar actions by
other institutions of higher lcarning.
However, Tsinghua and similar other
instifutions returned  to  regular
operations on the basis of 2 new Maoist
educational programme that comibines
manual labour with book learning and
gives precedence to training in Mao's
political thought. Explaining the new
programme a Red Fiag article on 22 July
1970 recommended the establishment of
“a new threc-in-one system combining
teaching, scientific research and produc-
tion by running the university in an
open door way, linking it with factories,
having it run its own factories and
making factories guide its specialists”,
The desire to train people in science
and technology in order to serve produ-
ction was also emphasised by NCNA
when it said : “Schools and colleges
should run factories...... Besides meet-
ing the needs of teaching and scientific
research all laboratorics and affiliated
workshops of engincering colleges which
can undertake production tasks should
do so to the best of their capability”,
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Another sign of stability in the
scientific commaunity is the rehabilitation
of prominent scientists some of whom
were under a cloud during the Cultural
Revolution. In ceremonies commeno-
rating the tenth anniversary of the
signing of the scientific and technical
cooperation agreement between China
and North Korea, five out of six Vice-
Presidents of the Chinese Academy of
Sciences were reportedly present, while
Kuo Mo jo, the President of the Acad-
emy, has not only been (ully rehabilita-
ted but also assigned additional impor-
tant political jobs. The missile expert
and the buoilder of China’s first earth
satellite  Dr Tsien Hsueh-shen was
awarded an alternate membership of
the party Central Comniittee.

Before this section is closed it will
be relevant to give some details of
Soviet contribution to Chinese technical

(50)

education, as claimed by Radio Moscow.
The radio said on 23 August 1970 :
“Between 1949 and 1960 Soviet techni-
cians helped train 17,000 teachers (in
China), mostly in the economic field ;
some 2,000 teachers were also trained in
the Soviet Union. These 19,000 teachers
constitute approximately one-fourth of
the total number of teachers of institu-
tions of higher education in China
today. Between 1951 and 1962, 11,000
Chinese studied at Soviet institutions of
higher education, half their expenses
being defrayed by the Soviet Union™.
The radio further said that 42 atomic
physicists had graduated in USSR {this
figure apparently excludes the 950
atomic scientists trained at the Dubna
institute).

There is no reason to discount this
claim, and China has not denied the
radio report,



2.

1970 has been a year of change for
Japan, in which it entered into an era
of new options, permitting it to decide
its own future with a greater degree
of independence to adopt a more sell-
reliant posture, and to build up its
national power in consohance with its
cconemic potential as the world’s third
greatest economic power. It is now
evident that Japan has become “lessand
less” dependent on the United States
for its own conventional defence, and
whilst centinuing to shelter under the
US nuclear umbrella jt is undertaking
an accelerated and large-scale nuclear
power generation programme. Moreover
Japan is also taking all the steps
that are necessary to create, by about
the mid 1970's, an effective capability
to build up, fairly swiftly, a credible

JAPAN

nuclear force including a missile based
delivery system.

Japan does not visualise any credible
threat to its security during the next 5 to
10 years and consequently does not feel
the need to expand its forces substantially
for the present. It is therefore concen-
trating on modernising them with the
increases necessary for the garrison-
ing of Okinawa after the islands
are returned to Japan in 1972, and on
research and development of modern
weapons systems. However, with its
vast and expanding industrial base as
well as skilled manpower, Japan can
easily switch over to massive defence
production and quickly expand its
forces. This would be especially so after
another three to five years. Manpower

Area

Population oo
GNP (1969-70)
National Budget

{1971-72 proposed)

Defence Budget
(1971-72 proposed)

Total Self-Defence Forces
Ground Force
Air Force ‘e
Maritime Force

JAPAN-STATISTICS

337384 Sq. Kms.
10465 mn. (Jan. 1971)
$173,400 mn.

$26,150 mn.

$1,865 mn.

260,000
180,000
42,000
38,000
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problems are presently being encounter-
ed. Consequently Japan has cancentrat-
ed on devcloping highly professional
defence forces. Any largescale ex-
pansion would probably mean some
form of compulsory service.

ECONOMY

Japan’s economy underwent a big
change during 1970, from rapid expan-
sion to temporary stand-still.  After 58
consecutive months of continuous growth
the country’s economicactivity started to
move downward from October 1970.

The Gross National Product (GNP)
in fiscal year 1969 totalled 62,433,300
mn yen (3173,400 mn) in nominal terms
and 52,123,200 mn yen ($144,300 mn)
in real terms. The growth rate was 183
per cent in nominal terms and 12°6 per
cent in real value. Per capita income
was $1336 per annum, the sixteenth
highest in the world.

For the current fiscal year (April
1970 to March 1971) a growth rate
of 10°8 per cent in real terms is
estimated. During the first half of the
year this rate was about 12 per cent and
for the latter half it was estimated at
around 10 per cent. It was expected that
at the end of the fiscal year the rate
would drop beiow 10 per cent, The rate
of increase of consumer prices for
1970-71 is now estimated at 7'3 per cent,
which is considerably more than the
earlier prediction of 4'8 per cent, and is
the highest since 1955,  Bank of Japan
" officials said the prevailing sentiment of
stagnation in industrial circles was due
to the impaet of transition from a high

rate economic growth of about 13 per

cent to a stable growth of 10 per cent.

However, according to later estimates
released on 1 April 1971 the 1970 GNP
increased by 18.3 per cent to reach
$196,160 mn and the real GNP by 11.2

per cent totalling $153,603 after adjust-
ment for price increases.

The economic outlook for fiscal
year 1971, assessed by the Japanec
Cabinet on 22 December 197¢. esti-
mates that the 1971-72 GNP will reach
84,320,000 mn yen ($234,000 mn) and
that the growth rate will be 151 per ceut
and 10°1 per cent in nominal and real
terms respectively, The Mitsubishi Bank's
estimates were, however, more conserva-
tive, It said that the growth rate in fiscal
1971 would fall below the 10 per cent
level for the first time in six years and it
forecast only 82 per cent growthin real
terms. Finance Minister Takeo Fukuda
on 6 January 1971 predicted that there
would be ne business slump in Japan in
1971, and rejected any premise that
Japan’s cconomy was in a siale of
“stagflation™, where prices rise despite
a4 business slump. On the other hand
Yoshizane lIwasa, President of the
Bankers Association said there was a
distinct possibility of a business slump
in 1971, and the Government might
have ta revise its financial policies. He
pointed oui that even though the Bank
of Japan had reduced the discount rate
at the end of 1970 there was still a
slump indicating that the economy was
in trouble. Some eccomomists consider
that rising inflation may compel the
Government to adept some form of
wage and price restraint policy and
further that an upward revaluation of
the yen may be forced upon the nation,

It is estimated that in 1971-72 whole-
sale prices will rise by 1 per cent and
consumer prices by 5°5 per cent. The in-
crease inthe rate in private capital saving
is expected to be held down to about
12:6 per cent due to reduced investment
in the manufacturing sector, The major
economic indicators are given in Table 1.
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TABLE-1

Economic Prospects for Fiscal 1971 (as estimated in December 1970)

Fiscal’70  Fiscal’71  "69/°70 *70/'71

(Unit : 1 million) (estimate) %) (%)
Population 1037 104°9 1012 1011
Employees : . 331 3395 1026 1026

(Unit : Y1,000 mil,)

GNP 73.240 84,320 117'3 P151
Real Annual Increase Rate 1108 110°]
Personal Consumption Expenditure 37,000 42,850 116'8 115°8
Private Capital Formation 23,500 26,800 12071 1140
Corporate Equipment 15,450 17,400 1189 112:6
Inventory Increase 2,900 3,000 1217 1034
i’rivale Housing 5,150 6,400 122°8 124°3

Government  Expenditure on Goods

& Services 11,950 13,790 1153 1154
Ordinary Expenditure 5,990 6,890 116-8 1150
Capital Expenditure 5,960 6,900 1138 1158

Exporis of Goods & Services, and

Factor Income from the Rest of
the World 8,570 9,930 119°4 1159
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(Subtraction) Imports of Goods &
Services, and Factor Income to
the Rest of the World

Mining & Mfg. Production Index
(’65=100)

Agricultural, Forestry & Fishery
Production Index (*55—=100)

(1,000 mil. passenger-kilo)
Domestic Cargo Transport

(1,000 mil. ton-kilo)
Domestic  Passenger  Transport

Wholesalers” Price Index ('65=100)
Consumers’ Price Index (65 = 100)
Int’] Balance of Payments

{Unit : $1 million)
Current Account

Trade Balance

Exports

Imports

Invisible Trade Balance

Transfer Account

Long-term Capital Balance

Basic Balance

Short-Term Capital Balance

Errors & Omissions

Overall Balancc-:
Customs-Cleared Exports

Customs-Cleared Imports
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7,780

2210

1096

3481

5996
1114

132-5

1,980
4,050
19,650
15,600
— 1,850
— 1,570
— 220
410
500
500
910
19,950

19,550

9,050

2470

1100

3785

680'7
112'5

1398

2,150
4,650
22,800
18,150
—2,200
— 1,700
- 300

450

23,150

22,750

12271

1139

99-]

1111

113-4
1026

107-3

119*]

122:2

118,7

122,1

1163

1118

1004

1087

n3s
1010

105'5

1160

116°3



The Bank of Japan announced that
at the end of 1970 (calender year) the
nation’s reserves of gold aud foreign
currency reached the record level of
$4,399 mn, which reflected a gain of
27 per cent over the $3,496 mn at the
end of 1969,

Most economists forecast a business
slowdown continuing until April or May
1971 and thereafter a gradual pick up
and sustained stable growth ofaround 10
per cent.  Long term forecasts estimate
that by the year 2,000 Japan's GNP
may be eight times the total of the
GNPs of all the Southeast Asian
Nations combined.

A special session of the Cabinet
approved on 30 December 1970, a
record general account budget for the
1971 financial year totalling 9,414,315
mn yen (326, 150 mn) which represented
a 184 per cent increase over the [970
budget. Also approved was a Govern-
ment loan and invesiment programme
amounting to 4,280,400 mn yen
(11,690 mn) reflecting an increase of
19°6 per cent.  Priority was given in
the Budget for an expansion of basic
social facilities, such as housing, sewage,
harbours and ports with special alloca-
tions for pollution control. Four
other areas receiving special attention
were ! removal of rice-sale controls,
more funds for the deficit ridden rail-
ways, increases in salaries for teachers,
and expenditure on the development of
uranium enrichment techniques.

On 20 January 1970 the Bank of
Japan reduccd its official discount rate
by 025 per cent to 575 per ceat., It
was the second cut in less than three.
months, the last being 28 Qctober 1970
The new rate was the lowest since 1963

when it was reduced to 548 per cent to
alleviule a business slump. Finance
Miaistry officials said that the current
stump in the domestic economy was the
major factor which compelled the cut.
Tadashi Sasaki, Governor of the Bank
of Japan said the reduction was
necessary if the Japanese economy was
to move tostable growth from high level
growth. He noted that domestic busi-
ness activities had been slackening
faster than had been expected after the
025 per cent reduction last October,
He also pointed out that monetary rates
abroad, particularly those in the USA,
had been coming down more quickly
than anticipated, and that it was thete-
fore necessary for Japan to reduce its
bank ratc in order to prevent a yen to
dollar shift for trade financing.

Overseas Investment

Japanese private investment overseas
is showing a big push. The 20 per
cent increase in Japan’s foreign aid
to developing countries in 1970

was partly due to a 68 per cent
jump in  private investment, which
exceeded $150 mn in 1969, Total

cumulative Japancse direct investment
in all countries overseas was estimated
by the Ministry of Finance to have been
32680 ma on 31 March 1970,

North America, especially Canada
had the biggest share, §720 mn, followed
by Asia with 600 mn. A large portion
of the latter however, was in West Asian
oil industry; only half the investment
went to East and Southeast Asia. Up
to mid [970 Japanese investment in
Indonesia was 3125 mn, Taiwan £63 mn,
Thailand %34 mn, Malaysia $20 mm,
South Korea 814 mn, Philippines $13 mn
and Hong Kong %12 mn,
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In 1969 the total outflow was
$668 mn. Less than a quarter of
the  funds  invested by privale
Yapanese Corporations went to develop-
ing countries—3$152 mn out of $668 mn,
It is also estimated that about three
quarters of the $152 mn went last year
to countries on Japan’s doorstep in
East and Southeast Asia.

INDUSTRY

Corporate  capital investment in
new plant and equipment during fiscal
1970 are estimated at 4,862,000 mn ven
{$13,500 mn). This works out to be
20r8 per cent higher than in fiscal 1969
and exceeds both the government’s
official forecast of 17°2 per cent and the
Ministry of Trade and Industries’
(MITI) forecast of 138 per cent but
is  smaller than the 30 per cent
increase registered in  1969. The
economic outlook estimated a growth
rate of about 11'8 per cent in manu-
facturiog and mining production during
1971-72. The growth ratc in the
current fiscal year is now estimated at
13'9 per cent instead of the 15 per cent
predicted before the commencement of
the year.

The  mnation’s steel  production
increased by 13-6 per cent in 1970 and
tolalled 93,300,000 tons, to rank fourth
in the world with 162 per cent of the
world's production. The US retained the
first position, followed by the Soviet
Union with the European Economic
Community ranking third. However,
Fortune magazine reported in
September 1970 that Japan was aiming
to become the world’s No | steel
producer and for this purpose was
searching the world for vast gquantities
of voal and ore. Jt has more than

quadrupled its output since 1960,
To reach its target of 150 mn to
160 mn tons by 1975, Japan will have
to import as much as 95 mn tons of
coking coal as against 50 mn tons this
year. Japanese steelmen are talking of
investing 3500 mn over the next five
years to finance new coal mining in
Canada, Australia, South Africa, the US,
India, Poland and Russia. One major
reason for power shortages in the US
is that coal hungry mills in Japan and
Europe are paying premium prices for
American coal. In the first seven
months  of 1970 Japanm purchased
163 mn tons of US coal against 12 mn
tons a year earlier.

Defence I|ndustry

Japan’s military-industrial complex
which was almost coniplctely wiped out at
the end of World War I1is showing signs
of revival. The once separated groups
such as Mitsui, Mitsubishi, Sumitomo,
Furukawa and others have re-grouped
into complexes that have helped to
create Japan's ‘‘economic miracle’. The
Japanese Defence Agency’s draft Fourth
Defence Build-up plan (1972-1976) tenta-
lively envisages an expenditure of $15'8
bn thus increasing the ratio of Japan's
defence spending from 0°'$ per cent of the
GNP (o 1'0 per cent. Most of the new
equipment to be procured to strengthen
and modernise Japan’s forces would be
made in  Japan. Japanese industrialists
have already been advised to prepare
for orders for tanks, armoured cars,
helicopters, anti-tank weapons, amphi-
bious tanks, troop carriers, high speed
hydrofoils, ground-to-air and sea-to-air
missiles, all types of transport and
training aircraft and F 4E J Phantom air-
craft to be produced under licence. A new
Japanese military-industrial complex has
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been proposed by the the industrialists.
The powerful Keidanren (Federation
of FEconomic Organisations) called
upon the Government to disburse more
tax funds to improve Japan’s Self-
Dcfence Force. Tt has been reported
that :

{a) business leaders consider that
Japan should be able to develop
nuclear weapons by the mid
1970 ;

(b) two industrialists after visiting
UUS military production faci-
lities proposed that Japan's
“No War” article 9 of the
Constitution be amended ;

(c} former Defence Minister
Furada advocated increasing
defence cxpenditure from the
present ratio of nearly 1 per
cent of the GNP to 2 per cent;

{d) an increasing number of retired
military officers have taken wp
appointments with companies
undertaking defence work.

On 27 May 1970, a leading Tokyo
heavy industries firm announced that it
would export 60 tanks worth %53 mn
to Ttaly. The firm out-bid tank
makes from Italy, France and Britain,

Fiftcen of the leading Japanese
concerns held more than 1000 defence
contracts totalling £1200 mn. Whila
the total is small it is scheduled to
increase in the next 5 year plan.  The
industrial-military complex does not
run modern Japan, but it is part of
the *‘establishment”, and the industrial
element is highly influential in both
economics and politics,

In July the Defence Agency formu-
lated a basic policy for the nation’s
defence and allied industries, featuring
the introduction of the principle of
competition and elimimation of centra-
lised production by specific enterprises,
The new policy proposes to remove the
existing trend of monapolistic practices
in development and production ; this
Is expeeted to improve capabilities and
technological improvements.

Electronics

Assessing the figures issuedin the
middie of 1970 by the Electronic Indus-
tries  Association of Japan, US industry
and government circles consider that
Yapan would probably surpass the US
in the production of civilian electronic
products in the next three to five years.
And, if the present growth rutes con-
tinue it could challenge the US as the
world’s largest civil and military elec-
teonic producer in {en years,

Japan’s electronic production reach-
ed $7,400 mn in 1969 ; this was 39 per
cent more than in the previous year.
It was estimated that in 1970 produyction
would grow by another $2,000 mn,

On 31 March 1970 Japun had more
than 6,718 computers, the second
highest in the world after the US.
53°3 per cent of the totul were domestic
brands. (Only the US, Britain and Japan
have more than 50 per cent machines.
made within the country). In October it
was estimated that tne number of com-
puters in use was about 8000,

Aircraft Industry

The first Japanese made medium
sized jet transport plane, the XC-1 was
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unvciled on 8 September, made its
public debut at Gifu on 28 November
and successfully completed a flight over
western Japan. It has been developed by
the Self Defence Forces in cooperation
with six domestic airline companics to
replace the C-46 type of {ransport cur-
rently in service. According to the officials
it has excellent performance both at high
and low altitudes and requires only a
short distance for take off and landing.
It is a twin-engined jet military trans-
port plane capable of carrying 60 men
upto 2000 miles. Two protoiypes have
been built. Japan hopes to build 50 of
these aircraft in the financial vear
commencing on 1 April 197). The
plane has a wing span of 109 feet and a
speed of about 500 miles per hour.

Early in the current fiscal year it
was reported that talks had been held in
Amsterdam between the Japanese Go-
vernment and Fokker Aircraft Works on
the possibility of joint construction of
a medium-haul passenger jet. The new
plane the YS-33 would succeed the
YS-11 which is very similar to the
Fokker Friendship. Mitsubishi Heavy
Industries after World War 11 has built
300 F-86 jet fighters and 240 F-104J
fighters and is set to produce several
hundred F-4EJ Phantom jets. The firm
has also secured a $7 mn contract from
McDonnel Douglas corporation of the
US to produce equipment for its
DC-10 tri-jet airliners. It was announc-
ed on 4 June 1970 that Ishikawajima-
Harima Heavy Industries would manu-
facture the Rolls Royce Turbomeca
Adour turbofan engine under Ticence,
for the T-2 aircrafi being developed for
the Defence Agency This firm also has
contracted to overhaul 30 Malaysian
airforce helicopters over the next 3
years, This is the first time a Japanese

firm has undertzken work on foreign
military aircraft other than thosc of the
US. The Ministry of International
Trade and Industry announced on 25
December that Japan's first jet airliner
project called the YX-plan, would be
delayed by a year since the Ministry's
demainds for budgetary appropriations in
fiscal 197] had been rejected.

On 16 June representatives of Air
Vietnam arrived in Tokyo tor talks with
Nihon Aecroplane and it was reported
that the South Vietnimese airline plan-
ned to purchase 12 ¥S-11 plines worth
%222 mn. In December the Japanese
company announced that it infends 1o
cxportthe YS-11to China. The company
has sold 150 of these planes including 70
planes exported to the US, Philippines
and other countries outside the com-
munist bloe. In  Fcbruary it was
disclosed that Mitsubishi Heavy Indust-
ries would export MU-2G multi purpose
turbofan light planes in July 71 to
Australia, and that the firm had
been conducting active sales campaign
in Latin America and Australia after it
encountered sales difficulties in the US
because of the recession in that country.
As of early February 1971 orders had
been secured for 206 of these planes,
176 from abroad and 30 from domestic
buyers. 30 had alecady been delivered
in Japan, 166 to North and South
America and 5 to Eurape.

Afr Transport

Japan Airlines (JAL) profits for
1969-70 increased by 72 per cent over
the previous year. It carried 1°327 mn
international passengers, an increase of
29 per cent and 316 nmm  ton/kilometres
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of international cargo, an increase of
432 per cent.  JAL's all jet air fleet
consists of 355 aircraft with another 35
on order, The latter include 13 Boeing
747s, 5 Concorde and 5 American SST.
US Senator Warren Magnus said on 29
August thal Japan was negotiating for
the purchase of three Sovict supersonic
TU-144 airliners, but Japanese autho-
rities denied this.

The air cargo industry is growing at
an exccedingly rapid rate.  The volume
of air freight passing through Jupancse
airports is expected to reach 118,000
tons in 1970 as against 3000 tons in
1960, and is expected to reach 266,000
tons in 1974,

Shipping

Japan maintained its outstanding
lead among ship building nations of the
world for the fourteenth consecutive
year in 1969. During the last year it
built about two-fifths of world’s
ships. Between 1960 and 1963 Japan
completed 49,700.000 gross tons of ship-
ping with Britain and West Germany
second with 11,100.000 tons each.
During 1969 a total of 91 mn gross
tons was built by Japanese enter-
priscs of which about 59 mn tons or 67
per cent was exported. Ships completed
during that year included five tankers
of over 300,000 dwt, tons. Globetik
Tunkers (Chairman, Ravi Tikkoo} of
Britain have placed an order in Japan
for the comstruction the world’s largest
ship, a 500,000 ton super tanker
(476,000 dwi. tons). After a mecting in
July 1970 of Japan’s Transport Techno-
logy Council, Transpertation Minister
Tomisaburo Hashimoio said that the
Japanese shipping industry should im-
mediately start studies to solve problems

pertainting to the construction of million
ton tankers. The 138,000 ton Seiko
Maru, Japan's first computerised ship
has been completed. It is a super
zutomated tanker fiitted with a very
efficient computer system, a harbinger of
the era of unmanned vessels. On board
is a TosBAC 300-S computer, which can
centrally  contro! navigation, cargo
handling, engine operation and even
medical diagnosis,

In November it was reported that
Japanese shipyards were speeding up
massive expansion plans to compete with a
boom in home and overscas orders. The
shipbuilders association expected the
world’s demand for ships to increase by
about 50 per cent, half of which Japan
expected to build.  The construction of
what is ciaimed to be the world’s largest
dockyard has been started in Koyagijima
island off Nagasaki port in Kyushu. It
will cover about 800.000 square metres
and will be used for building tankers of
the 120,000 gross ton class.

The task of supplying Japan’s
economy is so vast that Japanese owned
ships are unable to carry more than 43
per cent of the country’s ocean trade.
Although Japan owns the world's largest
flect with over 24 mn  gross tons,
Japanese shippers during 1970 had on
charter 29 mn tons in 337 ships.

Japan’s first nuclear powered ship,
the 8350 gross ton Mutsu, was delivered
to the semi-Government Japan Nuclear
Ship Development Agency on 13 July
1970. Tt had undergone a series of tests
in Tokyo Bay from 26 June, but the
vessel’s engines were operated with oil
sinice its nuclear reactor had not been
fitted. On 5 February the ship was
equipped with a reactor pressure vessel
made of stainless steel, and steam
generators ; cooling pumps and other
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coatrolling features haxd already been
installed. Pressure test operations are
due to be conducted early in 1972 and
uranium fuel, to heat water in the
reactor pressure vessel, will be loaded in
that summer. On 28 October 1970 it was
disclosed that Japan planned to const-
Tuct a second nuclear powered vessel
jointly with West Germany. Observers
took this to mean that Japan had
forged ahead in this branch of technology
and also believed that the break-
through was due to the use of Lithium
as a coolaunt in the ship’s fast breeder
reactor permitting the reactor to be com-
pact in size and also to weigh less.

Foreign Prajects

Mitsubishi Heavy Industries will be
collaborating in the construction of
India’s second ship-building yard at
Cochin and have entered into an
agreement to supply India a  self-
propelled jack-up type platform for
offshore oil drilling in the Gulf of
Cambay. Representatives of Kawasaki
Heavy Industries visited Bahrem in July-
August 1970 to discuss the building of
a ship-repair yard and a graving vard.
Japanese ship owners have, for some
time now, recognised the need for such
facilities large ¢nough for super-tankers,
somewhere in the Gulf area, the choice
lying between Bahrein and Kuwait, On
15 Janvary the second phase of the
Japanese Malaysian Stcel Mill was
opened at Prai, 180 miles north of Kuala
Lumpur. Already more than % 25 mm
have been spent on establishing the mill
and the $4 mn second phase expansion
would include a continous casting
mill,

Japan is assisting the Soviet WUnion
in the building of a new port on the

Soviet Far East coast at Wrarngel Bay
not far from Vladivestok. The collabora-
tion envisages the Japanesc undertaking
design work and supplying $ 80 mnm
worth of materials and equipment,
In July 1970 it was announced that a
Soviet Government order had been
awarded to a Japanese firm for a large
set of butadiene production facilities
worth § 25'2 mn. A Soviet representa-
tive said on 11 August that the USSR
wanted to secure Japanese bank loans,
rather than credits from Japanese
traders, to finance large-scale develop-
ment projects in Siberia. He said that
it had been agreed in 1968 that the
USSR would import Japanese machinery
worth § 133 mn for Siberian forestry
development but only § 50 mn had been
spent so far. Russia has also proposed a
Joint praject with Japaneseoil companies
to jointly exploit oil resources on the
continental shelf along the Soviet Mari-
time province, the Kamachatka Peninsula
and the island of Sakhalin, Japan's
industrial and financial Ieaders have
decided to undertake joint Japan-
USSR Siberian development ventures
to begin the development of coking
coal resources in the South Yakut coal
fields. They atrach priority to coking coal
duc to a shortage of the item in Japan.
The Japanese blue print of the develop-
ment programme will be presented tothe
fifth joint Japan-USSR economic com-
mittee meeting scheduled for the spring
of 1971. A Soviet antomobile industry
mission also visited Japan in May 1970
to make enquiries about the possibility
of Japanese firms manufacturing large
passenger cars and trucks in Russia.
The mission, however, failed to arrive
at a suitable agreement with Toyota
Motor Company. On 3 December the
Toyo Engineering Company signed an
agreement to deliver to the USSR
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cdomiplete installations for three ammonia
plants and one ethylene factory,

In May 1970 it was reported that
the prospeets of setting up a Toyota
assembly plant in East Pakistan were
encountering difliculty. It was said thai
while the Pakistan Industrics Depari-
ment favoured such a plant for the
eastern wing, matters were complicated
by a West Pakistan bid for the Japanese
aided project. In 1964 the East Pakistan
Autemobile Company  approached
the government for am integrated
project covering assembly with progres-
sive manufacture of Toyoia cars and
other vehicles. Sanction for the entire
project was withheld but the company
was permitted in 1966 to set up 2 plant
limited toassembling of Toyota vehicles.
After the visit of a high powered
Tapanese economic mission early in J970
the Pakistani authorities were reported
to be ready to sanction the original pro-
ject, when a West Pakistan group also
put in a bid. This made East Pakistanis
fear that two plants, one for each wing.
may mean failure of the East Pakistan
plan by depriving it of a potential
market in West Pakistan,

According ta the Nihon Keizai,
Japan may build a truck plant in Cuba,
Initially it would be an assembly plant,
It would start functioning in 1972,
Toyota, Nissan and Isuzu have all
denied that they are involved in the
project, but Western observers still
consider that Japan may be interested
in setting up such a plant.

It was reported in September 1970
that Toyo-Kogyo of Japan and Ford
Motors of the USA had reached
basic agreement to enter into a capital

“tie-up”’, with the US company making
an investment in the Japanese company
to the extent of about 20 per cent of the
latter’s capital. Toyo was said to need
big support to prop up declining sales,
whercas Ford seemed eager to obtain
Toyo’s techuology to manufaciure the
rotary engine which has become the
centre  of  attention as emiting Tess
nitrogen oxide and having a high power
generation  ratio. Representatives of
Toyo-Kogye and two West German
firms Audi NSU Auto Union and
Wankel GambH conducted negotia-
tions on renewal of the technological
contract on rotary engines, but
failed to reach agreement. It was, how-
ever, decided that negotiations would be
renewed before July [971 when the
existing 10 ycar contract is scheduled to
expire. Nissan Motors of Japan and
Kinetics Corporation of USA announced
on 1§ August 1970 an agrecment to
Jointly develep an  auto-engine  that
does not pollute the air. The engine to
be developed is a kind of vapour engine
that uses Freon gas. Nissan Motors
also announced on [5 October that it
had succeeded in the production of an
electric car, a gas turbine car and an
“electronic control concept” car., It
further stated that it had completed (two
kinds of cars equipped with lead
batteries.

Africa is considered to be a priority
arcz by Japan’s Ministry of Inter-
national Trade and Industry. Japanese
investment is already pouring into the
capital starved continent. Japan’s steel,
automobile, shipping, mining and trade
interests, have already surveved and
decided to invest in Africa especially in
transportation and raw material deve-
lopment projects.
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Mineral Resources

In ovder to feed her minerat hungry
industries, to find adequate investment
opportunities and to free hersell of
excessive dependence on North American
sources for the supply of Uranium and
other primary materials, Japan has
clearly embarked on a massive world
wide hunt for minerals. Japan’s Finance
Ministry has come out in support of
moves to increase Japancse ownership
of overseas raw-material projecls and
there are signs that Japan may be
moving to a much stricter policy of
concentrating its long-term raw materials
purchases from projects where it has a
substantial stake.

The Japan Import Bank and sixteen
other foreign exchange banks signed on
20 July a contract to cxtend credit up to
#7 mn to India for the development of
an iron ore mine and the construction of
ports. Japan intends to import iron ore
from India ona long-term basis. Japan's
Ambassador to  Australia has forecast
increased investment in Auwstralia. In
1969 Japan purchased 84 per cent of
Chile’s iron orc (unrefined) exports for
$60 mn. ISCOR, the South African
State run Iron and Stee! Corporation

has reportedly offered iron ore at cut
rates; itis believed to result in a reduce
tion of about $30 mn in iron ore cost to
Japan. ISCOR wundercat two other
firms and wants to seli 10 mn tons of
core annually, while Japan wanted to
buy that quantity from all South African
suppliers, ISCOR has also offered to
develop Saldhana Bay as an iron ore
port which would by 1975 be able to
handle ore carriers of 250,000 dwt tons.
Details of Japan’s mineral and metal
imports are shown in Table II.

Japan is estimated to have Uranium
deposits of about 126 mn tons, but
only 2,500 tons arc said to be suitable
for mining on a commercial basis.
When Jupan’s full nuclear programme
gets underway it would require about
32,000 tons annually of uranium con-
centrates. Consequently the Japanese
are making strenuous efforts to secure
the vitally important uranium supplies
30 major Japunese companics are to
explore uranjium resources in  Africa
with the cooperation of the French
AEC. On 22 March 1970 the Japanese
preparatory committee for establishing
an overseas uranium resources develop-
ment company accepted an offer by
Ente Nazionali ldrocarburi (ENI) of

TABLE I
Value of Mineral and metal Imports 1968-69 in § million
Year Metgi‘:;: :‘zrous Mim;;c: Fuels Iron-Steel No:;{::{:'gus
1963 16490 26747 __245‘8 6474
1969 19715 7 30439 2339 916.8
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ltaly to cnter into a joint venture
involving extraction of uranium in
Somalia at a location where there hag
been some progress in finding uranium
deposits. In  June 1970 the US§
Export-Import Bank announced a
§2°88 mn loan to the Kansai Elect-
ric power company to finance nuclear
fuel purchases in the USA. The loan
covered 46 per cent of the cost of con-
verting. enriching and fabricating a
second nuclear core for the company's
No. 3 power station, [t was also stated
that the Hanover Trust Company would
lend an equal amount. In the same
month the French Atomic Energy Coni-
mission and a consortium of Japanese
mining and electronic firms reached an
agreement to finance the development
and exploitation of Niger’s Akokan
uranivm deposits, believed to rank
among the world’s richest. A tripartite
accord with Niger called for the creation
by the French and Japanese pariners of
2 34 mn operational budget. the goal of
the venture being an annual production
of 1500 tons of uranjum ore by 1978,
Japanese electric power companies
and Denison Mines of Canada have
agreed to prospect jointly for uranium
resources in two arcas of Canada and
one in the USA. Investments by the
Japanese companies in the project huve
aiready amounted to $100 mn. On 5
January 1971 the South African Nuclcar
Fuel Corporation confirmed that nego-
tiations were in progress with Kansai
Electric Power Co of Japan over the
sale of uranium. A previous report
had claimed that the company had
brought $140 mn worth of South African
uranium.

During July 1970 Japan and the USA
conducted negotiations on the supply
of nuciear fuel. Due to the recent rapid

development of nuclear power genera-
tion in Japan the quantity of enriched
uranium which the USA had agreed to
make available under the 1968 Japan-
US Atomic Energy agreement, had been
found inadequate. In the 1970 negoti-
ations Japan asked for a new supply
to meet the requirements of the 13 new
power reactors which it would have begun
to build by the end of 1973, It was
announced on 21 July that the US had
agreed to provide Japan with an addi-
tional amount of uranium, and although
the quartity involved was not officially
disclosed, it was reported as 154 tons,
enough to feed 13 modern power
generation reactors.  Japan's concern
about supplies of uranium was further
highlighted by the suggestion, made by
Yasuhiro Nakasone, Director General of
the Defence Agency, during his visit to
the USA in September 1970 that the US
make available uranium enrichment
technology to Japan  On his return he
said that his personal proposal on the
release of technology for the enrichment
of uranium was Fairly well received by
the US Government and  Congressiona!
leaders, and although his proposal met
with mixed reactions in the US, his
impression was that if Japan adhered
to its assurances not to arm itself with
nuclear weapons, the USA would accept
his proposal.

By 28 September the Japanese
atomic  industry had openly begun
urging the government to specd up the
programme of enrichment technology,
in view of the Iimited US supply of
nuclear fuel, its scheduled price increase
and the growing demand. It may be
pointed out that the US AEC reportedly
can produce only 1700 tons annually
and even if its production facilities are
increased the US would not be able to
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fneet Japan’s demands for 1950-81.
Japan  has already been cngaged in
developing the centrifugal separation and
gascous diffusion systems of uranium
enrichment, The Japan Atemic Indus-
trial Forum was reported in December
to have proposed to the Government
" the launching of a national project for
the development of enriched uranium,
and for a domestic production by
1985 of 3000 tons, which would meet
half the national demand. According
to the Forum, expcrimental production
should start in 1972, by speeding up
the development of centrifugal and gas
diffusion methods now being used by
Japan’s Atomic Energy Research Insti-
tute and the Power Reactor and Nuclear
Fuel Development Corporation. By
1975 a decision should be made on
which method was to be taken up,
for censtiuction of a pilot plant to
follow soon thereafter. The Forum intends
to obtain by about 1980 the technology
to construct an enriched vranium plant
for commercial use at a cost of about
30,000 mn yen (about 383 mn).- It
opposed Nakasone's proposed construc-
tion of a joint US-Japan facility, though
it felt that US cooperation might become
necessary in the fulure when large scale
production facilitics were 1o be cons-
tructed. The forum insisted that imme-
diate needs must be met domestically,

Japan also faces a serious shortage
of nickel in the next few years and is
looking to Australia as a major source
of supply in the future. According to
the Japanese Science and Tcchnology
Agency’s Research Committec Japan's
need for nickel will double in the
next five years to 150,0C0 toms in
1975. At present Japan relics for 80
per cent of its nickel on New Calede-
nian Mines, which, it is said, arc being

rapidly exhausted. Its other source of
supply is Sulawesi Island in  Indoncsia
where the Japancse are committed to
cstablish a new refinery. The committee
recommended as first priority for the
future “‘active participation in the ex-
ploration and development of Australian
nickel deposits™. 1t also recommended
research into the use of nickel laterites
found in Southeast Asia, and in im-
proving the technology for refining low
grade ores.

On 3 August 1970 it was reported
that Japan's Nitesu mining company
would develop a copper mine in New
Guinea near Port Moresby jointly witha
local interest. This followed an announce-
ment by Barclay’s Bank on 22 July that
the Japanese Government had made a
grant of 380 mn to help develop copper
production in South Katanga (Congo).

Food and Agriculture

Since the ‘‘green revolution’’ reached
Japan five or six years ago the nation’s
surplus rice stocks have increased by
an average of about 1'5 mn tons each
year. The farmer’s resistance to change,
large government subsidies and changing
dietary tastes from rice to bread have
all contributed to the present surplus. In
July 1970 it wasreported that the surplus
would be about 7 mn tons after this year’s
harvest’s and that the maximum Japan
could dispose of was about 2 mn
tons a year. It was stated that since
1969 Japan had exported some 850,000
tons mainly to Asian coumtries, some
of it in the form of rice loans to
be repaid in kind. Exports reportedly
remained small because most Asjans do
not relish the taste or the sticky consis
tency of Japanese rice. The government
hoped to reduce the 1970 output by
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about a million tons and encourage
farmers to let part of their land lie to
fallow or to grow other crops,
Farmers who made the switch would
receive 35,000 yen (about %#97) com-
pensation for each 01 hectare.
Assuming that the annual rice crop is
14 mn tons, the reduced acreage should
theoretically cut it to 12°5 mm
tons. However experts said there was
a possibility that the farmers might raise
per acre productivity to partially offset
the effect of reduced acreage and create
a harvest of about 13 mn tons. The
Financial Times, London reported on
31 December 970 that withthe Japanese
Government in the past (and this year
as well) subsidising rice farmers by
purchasing their entire production at
pegged prices, the surplus rice crowding
Japan’s warehouses amounted to an esti-

mated & mn tons on 31 October 1970.

In May 1970 it was reported that
Japanese officials had decided to stop
shipments to Pakistan of rice produced
in 1967 because scientists had reported
it might be contaminated with poisonus
mould. With the prospects of sur-
pluses for a number of years 1o come
Japanese experts are exploring all
profitable avenues to reduce their
mounting rice stecks. The 1971-72
budget attempts to solve the problem
of mounting stocks by the removal of
rice sale controls,

Foreign Trade
The area-wise distribution of the

Japan’s 1969 trade is depicted by per-
centages in the diagrams below :

Foreign ‘Trade by Areas, Percentage Distribution, 1969
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The Supreme Trade Council’s
revised estimates for fiscal 1970
reveal that exports are now estimated
at $19,950 mn reflecting an increase
of 187 per cent over the previous
vear, as against the cstimates in
July 1970 of 19220 mn and a 143 per
cent increase. The revised estimate of
customs cleared imports is now $19,568
mn, which is a 22'3 per cent increasc
over the 1969 figure. The earlier esti-
matehad forecast $18,500 mn and a 169
per cent increase.

The Ministry of International Trade
and Industry has been urging on the
Finance Ministry and Bank of Japan
the need Lo make Japan’s yen currency
an international currency like the US
dollar, sterling and the Deutsche Mark.
It has recommended the use of yen in
overseas transactionsand the liberalising
on afixed schedule the existing severe
foreign exchange restrictions.

The US continues to be the biggest
partner in Japan’s foreign trade. Accor-
ding to Foreign Ministry’s estimates
based on customs clearance, Japan’s ex-
ports to the US totalled about $5900 mn
on a FOB basis, and imports about $§4500
mn. Thus two way trade topped the
$10,000 mn mark for the first time and
left Japan with a credit balance of
pearly $1409 mn, the sume as in
1969. However, serious strains surfaced
during 1970 in the trade relations
between the two countries due to pres-
sure from the US industry which caused
the Nixon administration to sponsor
a bill authorising the imposition of
quotas on impo:ts of textiles and shoes,
restricting them to their 1967-68 level.
This would have involved a reduction of
more than 30 per cent from the present

MV4-20klsgn
Li-t_

levels. The US-Japan Council of
Commerce, a private organisation of
businessmen from the two countries
said, the legislation would lead to a
wave of restrictions against American
products throughout the world and
would cause a sudden rise in the prices
of textile products in the US. Japan’s
Trade Minister Kiichi Miyazawa warned
on 11 June that Japan and the US were
on the brink of a ‘‘catastrophe’ in
their trade relations, re-calling the
economic  strife of the pre-World
War II period. High level intensive
negotiations held from 22 to 25 June
failed to narrow the gap on the con-
troversial  textile trade  problem.
Prime Minister Sato said he did not
sce any easy way to solve the “sparled”’
Japan-US trade dispute but emphasised
his intention to do everything he could
to prevent the disagreement from
developing into a major economic war.
Secretary of State Rogers said on 12
October that US Congress should do
away with the un-needed and dangerous
parts of the proposed trade legislation
and enact administrative proposals for
protective quotas on textiles only. On
25 Qctober President Nixon and Premier
Sato agreed to resume negotiations over
the textile issue. Owing to pre-occupa-
tion with other important legislation the
Us Congress was unable to give
consideration, during the December
session, to the proposed quota bill,
and a negotiated solution to the
problem has still not so far been
reached, On 21 January 1971 Repre-
sentative Wilbur Mills, Chairman of
the US House of Representatives re-
introduced the Trade and Quota Bill,
that had failed to win Senate acceptance
last year. He also said that unfess
Japan and the US reached agreement
by March 1971 on a voluntary plan (o
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restrict Japanese textile exports to the
US, he would again press for Con-
gressional approval of the mandatory
quetas.  Unless a mutually acceptable
solution is found, this dispute would
have serious consequence not merely on
the trade front but also on the political
relations and strategic posture of the
two allied nations.

Japan-Soviet trade exchanges, which
were about $621 mn in 1969, were
expected to reach a record total of
$800 mn in 1970, This was disclosed
by the Tass news agency, quoting a
statement from the Japanese Embassy
in Moscow. On 13 May 1970, Dimitry
V. Petrov, a Soviet trade specialist
said in Tokyo, that prospects of trade
between Russia and Japan were bright
and that trade. relations would be
further expanded if two obstacles were
removed, namely the lack of concrete
agreement concerning Japan’s extension
of long-term credits to Russia for the
development of natural resources in
Siberia and Far Eastern Russiz, and
insufficient market research by the two
countries, He cited five major favour-
able facfors ;—

(a) Complementary role, with
Russia providing natural re-
sources and Japan finished
goods.

(b) Geographical proximity.

{c) Technological developments.

(d) Russian reliance on foreign
trade.

(e} Commen interest for an inter-
national detente.

On 24 December 1970 Caterpillar
Mitsubishi said that it had received an

order from the Soviet Union for 265
bulidozers of the large type having a
127 horse-power capacity. They were
expected to be used for the development
of forestry resources in Siberia. It was
also stated that timber products would
be exported to Japan to repay the cost
of the machines.

Since China and Japan are still
technically at war and since the two
Governments have no official contacts,
Fapan-China trade continued to be
conducted, during 1970, between some
Private Japanese companies on the one
hand and the Central Overseas Trade
Organisation in China, on the basis of
the ‘“*Memorandum Trade Talks”
between the two parties. In the talks
in 1970 China adopted an unexpectedly
rigid attitude ; the new trade memo-
randum signed on 20 April 1970
incorporated, at China's insistence, four
new principles enunciated by Premier
Chou En-lai, which included a refusal
on China’s part to trade with Japanese
enterprises connected with Taiwan or
South  Korea. This caused some
uneasiness among Japanese firms and
some, including Nippon Steel and Toray
and Asahi Chemicals were compelled to
forego trade with China, The Japanese
Government  refrained from getting
mvolved in the dispute. The Foreign
Office estimated  China’s GNP for
1970 at $75 bn and felt that what-
ever Premier Chou En-lai might say
about Japan’s “new militaristic designs”
in East Asia Sino-Japanese trade was
bound to grow. Its volume in 1970 was
$825 mb, representing 32 per cent
increase over thc previous year. In
June, a Japanese trade mission signed an
agreement in Peking to import 3000 tons
of Chinese buckwheat during the year,
and China placed an order for 2000
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heavy duty trucks to be delivered with-
in two years. In August it was
announced that China had agreed to
import 534 mn tons of fertilizer worth
£60°1 mn. During and after the UN
debate on China’s admissicn to the
world  body, Japanese leaders began
taking a new look at their country’s
relations with China., Kiichi Miyazawa,
Minister of International Trade said on
17 November that the Japanese Govern-
ment was prepared to give preferential
tarriff treatment to China with effect
from 1 April 1971. The Cabinet
Secretary said on 21 November that
Japan should discontinue the so-called
Memorandum Trade Channel with
China and lay a ““more politically thick
pipe” for such frade. In his New Year
press conference Prime Minister Sato
declared that he would appeal to Peking
for Government-to-Government contacts.
He also hinted that his government
would. approve Export-Import Bank
loans on a case by case basis to finance
exports to China. It was reported
on 3 December that the Toyota
Motor Company had recently informed
the Chinese Government of its intention
to accept the four principles set by

Chou  En-lai. Following this the
company is looking towards China
as a big market for trucks. Local

Japanese demand is expected to decline
by 3'5 per cent, but in 1971 China will
initiate its fourth five-year plan which
would emphasise improvement of land
transportation. The deficit ridden Nihon
Agroplane  Manufacturing  Company
anncunced that it intends to export the
YS-11, the first domestically manufac-
tured passenger airliner, to China.
According to informed sources, Peking
plans to operate international air routes
and may purchase 30to 50 YS-1lplanes.
Japanese authorities starting trade

negotiations in Peking havz decided to
adopt a Yen-Yuan settlement system in
trade between China and Japan. They
expect the Chinese to propose this system,
which West Germany and some other
West European countries have already
adopted for bilateral trade with China.

Japan’s two way trade with
Western Europe expanded from $710 in
1959 to $3520 mn in 1969, a five fold
growth in 10 years, as compared to
42 times for Japan-US trade and 43
times for Japan-Southeast Asia trade.
Exports to South and Southecast Asia in
1969-70 amounted to $4448 mn showing
arise of 23°1 per cent over the previous
year. Its imports from the region
aggregated $238 mn, a 20 per cent
increase  over the 1968-69 figure.
Heading the list of importing countries
were Scuth Korea, Hongkong, Taiwan,
the Philippines and Thailand, The
Philippines, Malaysia, Indonesia and
India accounted for about two thirds of
Japan’s imports from the region.

The prospect for Indo-Japanese trade
have increased.  Japan's  Foreign
Minister Kiichi Aichi indicated in New
Delhi on 18 August 1970 that his country
was prepared to give whatever economic
assistance it could for India’s develop-
ment, and said there could be no
prosperity in Asia without economic
progress in India, The next day he
ammounced a credit to India for the
supply of Japanese ships and agricultu-
ral equipment and also, under the
Kennedy Rouné Aid, fertilisers and
experts for the Dandakaranya project.
He indicated further softening of the
terms of yen credit and said other
projects for economic collaboration were
under study. The proposed credit will
be initiated with the supply of an iron
ore carrier, which would transport ore
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to Japan from Vishakapatnam’s outer
harbour, being  constructed  with
Japanese  assistance. Indian  and
Japanese businessmen agreed on 2
September to set up a top level
standing committec to study measures
for increasing |India’s exports of
secondary industrial products to Japan.
During Awugust firm enquiries which
could lead to orders to the extent of
Rs. 48 crores had been made
by Japaneses industries for industrial
spare parts and components to be
supplied by India’s small-scale industrial
sector. The enquiries mainly pertained
to labour intensive industries producing
parts for engineering products such as
bicycles, sewing machines and foundry
éastings.

On 19 December MITI issued a
White Paper on economic co-operation
in which it expressed the hope that
Tapan’s econofnic aid to developing
countries would caxceed $2000 mn in
1975, The annual report stated that
Japan’s aid in 1969 totalled $1263 mn,
an increasc of 2004 per <¢ent over the
previous ycar ; it equalled 0-76 per cent
of the country’s GNP, It was also poin-
ted out that Japan ranked fourth among
the world’s aid giving countries.

Expo™70 which ran for six months
from 15 March 1970 highlighted to the
world the phenomenal economic, indus-
trial and technological progress made
by Japan in the past decade. More than
64 million people visited the fair, shatter-
ing the previous world record held by
Montreal’s Expo '67 with slightly more
than 50 million visitors,

POLITICAL DEVELOPMENTS

The ruling Liberal Democratic Party
(LDP) under Prime Mijnister Eisaku
Sato’s leadership, fought the 1969

Diet Elections on two main issues, the
return of Okinawa (o Japan in 1972 and
the maintenance of close relations with
the US. Having increased its strength
to a comfortable majority, the auto-
matic cxtension of the Japan-US§
Seccurity treaty was already assured,
after its initial 10 year period expired
at mid-night on 22-23 June 1970. How-
ever, the smafl magnitude of public
opposition that was raised, surprised
many. On 28 April the Japan
Communist Party (JCP) had proposed
to the Japan Socialist Party (JSP) that
they join forces in carrying out a
massive movement to oppose the
Government’s plan for automatic exten-
sion of the treaty. On 8 May the ISP
called upon the Diet to adopt a resoly-
tion to abrogate the treaty. It also
said that it was impermissible for the
Government to automatically ex(end
the treaty without the Diet debating the
matter. However later in the month the
JSP announced that it would not take
Joint action with the JCP against the
treaty, The comparative c<alm on
the occasion was partly due to
advance precautions taken by the
government and possibly more so
because opposition to the treaty was far
less vehement in 1970 than in 1960 ;
certain aspects of the extended treaty
made it more acceptable. Instead of
being bound by the treaty for a com-
paratively long period. Japan entered
an age of options in which it can decide
its own future with a far greater degree
of independence.

On 29 October Prime Minister Sato
overwhelmingly  defeated his  only
opponent Takeo Miki and was re-clected
to an unprecedented fourth term as
President 