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‘ Gross external debt is the mount at any given time of disbursed and outstanding contractual liabilities of

residents of a country to non-residents to repay principal with or without interest or to pay interest with or
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1 1979—1991
%
1 52 28.58
2 46 17.95
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5 416 8.91
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73.96 96.31 43.35 2.23 0.0l 215.86
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On Some Research Questions regarding the External Debt
since the Founding of the P.R. China

JIN Pu-sen
Department of History —Zhejiang University ~Hangzhou 310028  China

Abstract From the first external debt amounting to 3 hundred million US dollars from the former Soviet Union
in 1950 to the end of 2004 the balance of China' s external debt totaled up to 228.596 billion US dollars.
The history of New China’ s external debt can be divided into two periods with 1978 as the dividing year in
which the Third Plenary Session of the Eleventh Central Committee of the Communist Party of China was held.
The first period of external debt of New China ranged from its founding in 1949 to the said Third Plenary
Session in 1978. This period can be further divided into two stages. The first stage lasted from 1949 to 1968
when the repayment of all the internal and external debts was completed. It witnessed difficulties and hardships
of borrowing money and being compelled to pay the debts. From 1950 to 1957 China and the Soviet Union
signed the 13 loan agreements amounting to 6.84 billions old rubles 1.3 billion new rubles or 1.71 billion
US dollars  in total. Coupled with the loan for importing the technique equipments and 156 projects for
construction as well as that for purchasing the military equipments and supplies from the Soviet Union during
the War to Resist US Aggression and Aid Korea the total amount of debts for this period was 7.4 billion old
rubles 1.406 billion new rubles or 1.85 billion US dollars . The annual interest of the loan varied from 1%
t02.5% and its payback period was from 2 to 10 years. In addition China signed the agreements with
Poland Czech and Democratic Germany introducing complete construction projects. But after 1960  the
good fellowship between China and Soviet in the 1950s began to deteriorate break up and even come into
confrontation and conflicts owing to the Soviet chauvinism and China’ s "ultra-Left” internal and external
policy. The Soviet Union stopped halfway the loan and the technical and personnel support for China

terminated the signed contracts withdrew the experts and pressed for the debts in advance. By withstanding
the intense pressure and with the whole nation being thrifty to survive the financial pinch the Chinese
government managed to repay the overall debt by 1965.

The second stage covered 10 years from 1968 through 1978 with neither internal nor external debts.
From 1978 till now was China’ s second period for debt financing. With 1992 as the dividing year when Dong
Xiaoping made a southern inspection tour this period falls into two stages The first stage from 1979 to through
1991 was for raising loans and the second stage from November 1979 in which the Belgian government

promised to loan China 3 hundred million BF 8 million US dollars  to 1992 saw the provision to China of
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loans from over 20 countries including Japan Ttaly France the U. K. the Netherlands and Federal
Germany and of such financial institutions as the World Bank Asian Development Bank IMF International
Fund for Agricultural Development and Nordic Investment Bank. From 1987 on China went to issue bonds
and shares in the capital markets of the United States Japan FEurope Singapore and the Hong Kong region.
The debt of this stage features the following characteristics 1 its majority being the mid- or long-term debt

2 its credit period being rather long for example 30 years plus 10 years' grace period on average 3 its
low interest with no interest for each new loan and 4 Iis wide range of application covering basic industries
and mainstay sectors.

The second stage from 1992 till now in which the external debt has increased at an annual rate of 15%
exceeding the growth rate of GDP in the same period features the following characteristics 1 the rapid
growth of debt 2 the main currency being U.S. dollars and Japanese yen making up over 4/5 of the total
debt 3 decrease in the proportion of official preferential loan and increase by 50% in the proportion of
international commercial loan and 4 the risk indicators of external debt debt service ratio and debt ratio
being basically within the safety limit.

In conclusion the external debt of New China has done a great job for the socialist construction
including adjusting the industrial structure boosting economic take-off and upgrading China to the No. 1
place among the developing countries and the No. 6 place worldwide in terms of the economic aggregate
quantity .

It is highly necessary to sort out historical materials about and further the research into China’ s external
debt which would provide a clear and reasonable answer to China’ s socialist construction.

Key words external debts social economy research on external debt sorting out historical materials of

external debt
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