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CHINA
I. IMPACT OF WAR AND EXTENT OF RECOVERY

1. Introductlon

The ares of China before the wer, including Mongoliaﬂand'the
Northeastern Provinces, tut excluding Teiwen (Formosa), wes ebout
11,562,000 square kilometres, end the populetion, 478,000,000 according
to rough estimates mede by the Ministry of the Interior in 1935,

Without formelly declaring wer, Jepan in 1931, occupled the
Northeastern Provinces., These provinces not only were relatively spersely
populated end possessed the lergest mineral, fcrest, snd egrlcultur&l;
resources in Chins, but they slso, even before the Jspanese occupation,
were industrially mrre developed end with more rallweys ber square mile
than the average of the rest of China, The Japznese, during their
occupation; accelerated the rante of Industrielization to meet the needs
of thelr own progrsmme of economlc expansion,

At the same time, Chine hed herself reeched a new stzge of political
end economic stabllity in 1935-36, end was bsginning to launch a lsrge-scale
industrielization progremme. Thls meent that she might eventually be tco
strong to be conguered. 5o, with the Northeastsrn Provinces and their
resources as e bage of operations, J=pan, on 7 July 1937, started her
all-out drive for the conquest of the Far East.

During the firzt sixteen months of the wer, from July 1937 to the
end of October 1938, China lost most of her railway lires and nevigabtle
rivers, =and practicelly e11 of her industrial cities, Including Tientsin,
Tsingtso, Changhnl, Csnton, and Henkow, where her modern industries were
concentreted, The richest sgriculturesl regions, producing rice, silk,
end tea in the lower Yengtze Valley end those producing wheat end cotton
in the North Chinas pletezu, were amlso occupled by the Japenese, The
damege &nd destruction were heeviest during this period, not only because
of the battles themselves, but also because of the looting ty the
Jepanese soldlers, the scorched-earth policy, and the flocds resulting

/from the



fram the treach 1n the Yellow River dyke.

Hostilitles from 1939 to 1942 consisted of sessaw fighting at
Chargsha bnd other stfatsgic sprta, battlés irn the mcu.taihe, cccupatien
by the Jrpanese of the coastal cities fo Btrehgthen the blockade, guerilla
warfere, and cantinuﬁua air raidé. Losses were a2lso hesvy during this
periocd, espaciaily eround the “Rics-Boﬁl" regien in-Northsrﬁ Hunan,

-From 1943 to V-J Day, heavy demage was also 1nflicted Ey.ﬁhe Allied
tembings of the Japanese positicne in ocﬁuﬁied China, But thelﬁost
serious lmasea were sustained et the end of 104k, when the Jééanesa ﬁrovn
from Hunan through Kwangsi to Kweichow, Mény citles wefa shelled and
burnt to the grnund,.ﬁith large miiitary, civilian, and enimal casualtiea;
After V;J ﬁa}, sericus lbsaes wefe also inflicted duriﬂg the recccupafién;
the civil strife resulted in some deétruction of cnmmunicaticné-anﬂ
delayed recovery in the North, o

Following the war, Mongalila, with an erea of 1,621,201 sgusre
kilometres, and a population of 2,078,000, becrme independent, But
Tatlwen, with an sren 5f 35,760 gguere kilometres, end e populaticn of
6,248,000, wbich we=s ceded to Jepen in 1895 after the Sino-J=panese %ﬂr,
was restored to Chinm., The nst result wes thet Chinals tefr!tnry waa
reduced by 14 perceﬁt or 1,595,hh0.square kilometres. The present
territofy 1s ebout 9,977,000 scuare kilometres..

It is estimsted that 9 million persons were killed aé a‘difsct
result of the war, in addition to tﬁose who diled from disesse, énd the
countless numbers 1njﬁred; alsﬁ because of poverty, melnutrition, and
genersl hardships, many of £hoae.wh9 survived were impaired In heelth
and felled tn recéiva-adequaﬁa edﬁce%ion and treining. Millicna of
persona who left théir homes durine the wer are still Qaiting.for ﬁaans
of transport to returnhto'their places of origin.

In housing snd clothing, thalsituation 1s especially crucial,
Residentinl housiné needs are eétimsted at 40 million rooms, In regrrd
to clothing, {1tﬂ the cotton-producing centres under Japanese occupation _

/Buring the
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during the wer, cotcon production in all Chine was reduced to one-third
of the prewar level after 1938, In fact, even after some recovery in
1946, procucticn reached only 38 percent of the prewar level, Only

2.3 million of the 5.5 million prewer cotton spindlas are In workable
condition. -After a shortage of clothing for 9 long yesrs, there is still
little hope of relief in this grave siturtion.

Even more sericus 1s the fooé situation. The floods, the loss of
draught animals end ferm implements, the neglect of irrigation, the
shortege of fertilizers - all sre responsible for the reduction of crops.
As compered wlth prewar standerd of food congumption in Chine, which was
.nlready inadequate, & shortpge of over & million tons of rice, 0.7.million
tons of wheat, 1.7 million tons of meat, 1.0 million tons of fish, and
3.7 billion eggs (7.4 billion in 1945), 1s estimated for 1946. On the
basis of these estimztes, UNRRA had estimeted in May 1946 that 7 million
people were facing death from gtarvation, and 372 millicn were living below
subsintence level., A later estimeste by Dr. T. F, Taileng, former Director
of UNRRA, has put the demths from st=rvation in Hunan =nd Kwangsi Frovinces
at 20 million.

Industries end mines suffered serious loss, both during the wer and
during the period of reoccupation. Approximately 90 percent of the
productive capecity of the mechine and light-metal industries, 70 percent
of that of the coel, electric power, end iron and steel industries, and
58 percent of thrst of the cotton-textile industry were lost to China. At
the end of the wer, 17 nercent of the reilwsys were completely destroyed
or é¢ismsntled, and 13 percent were partlally destroyed. One-half of the
locomotives, LO percent of the passenger cers, ené one-third of the
freight crrs were damaésd. Elghty percent of the prewar shipoing wes
lost, end 65 percent of the highweys, and 20 percent of the bridges were
either partiAlly or completely destroyed. The transport difficulty is the
-chlef bottleneck in the way of general economic recovery.
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Fecing the shortege of foodstuffs, clothing and housing, with a
disintegrated industry and -transport system, China needs lerge quantities
of imports, Unfortunately, her export products sre also greastly reduqed;
the production. of sllk, tea, tung oll, soyes beans,; bristles, end othef
agricultural and enimal products, hes declined to a small fraction of.thé
prewsr level. The remittances from oversees Chinese, which were the most
important factor &mong the invisible items dn the belance of peyment, have
also been adversely effected because of general comditions in the South
Pacific countries where most of the Chinese emigrants live end becauﬂa_
of - exchange controls,

With the aid of UNRRA &nd individual countries, the transport systgm,
especially water and ailr transport, is improving; some of the_flpoda are
being Prought under control, and health 1s recelving more attentlon then
before, But these improvements mean little when the extent of the
devastation is consiﬁered.

Also, China wes Just sterting to industrislize before the wer, and
she i{s now anxious to meke up for the ten-year deley. Much cen be done .

through 1nternationel co-operation,

. /2. Iivine Conditions
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2. Living Conditigns of the People and Manpower

Cran~e in Total Manpcwer

No complete data based on nationwide comprehensive statistics
have ever been assembled for birth and death rates. A sample study by
Jotb Lossing Buck of 38,256 form families in 1Ol rural localities of
16 provinces showed that the birth rate per 1,000 population wes 38.3,
and the death rate 27,1, leaving 2 natural rate of increase of 11,2,
Direct war casualtiee have been estimated at 3,211,000 scldiers
and 5,610,000 civilians killed, -The civilian wounded is put at 3,220,000,
In additlon, there were millions of deaths from disease and malnutrition,
especially from the higher infant mortality rate, The birth rate, too,
must have declined because of the separation of families and delayed
marrieges resulting % military service and the large migration of
population. So far, no relisble statistics are available to ascertain the
actual change of pepulation during the war period.

Change in Sex Ratio =2nd Age Distributlon

Not ozly did the casualties of the battlefields result in a higher
death rate among males than females, but the Japanese tortured and
killed more male than female civiliansg, Based on statistice in 39
hsien, the rate of the male civilian casualties to female was estimated
at 3 tol, As a reauit, the sex ratio, which was estimated in 1938 to
119.4 males to avefj 100 females, dropped to 115,6 males to every 100
females, according to estimates made in 1943. Moreover, since children
and old people have less resistance to hardships, disease and malnutrition
than people of othor ages, they must have experienced a higher death
rate. Taking the two forces together, while the changed sex ratio
resulting from the war reduced the working population more than
proportionately to the change in the total population, the changed age
distribution may have partially cancelled this effect.

Effect on Health

An iﬁportant effect of the war on China's population was the decline
/in the quality



in the quality of the pgpulat;qg,j_Onf.ofrthe causes vwas malnutrition.
The Japanese had purchased with valueless paperumoney-lqrgg quentities
of rice end wheat flour from the coccupied areas, to be ahipped.and
gtored. in Japan, possibly ag a precaution in case of blockade. Animals
were kllled at'a rate much faster than they could breed, chiefly for
the. consumption of the Japanese army. In Hunernrand Kwangesi Provinces,
where. seesaw battles were fought, Japanese goligy wag to kill the animals
deliberately before their retreat, ..The chief foodstuffs for the common
people in the occupied areas, especially in the cities, were ?educed to
-millet, corn, and kaoliang. ‘Indeed, the food supplied for civilians
was scmetimes even mixed with sand end mud, As the richest agricultural
regions were under Japanese occupation, and communicetions were
disrupted by the war, the-'guallty of the food forethe vpeople in free .
China was also inadeguate in nutrition, even though consi&erable succecs
had been achieved by the Chinepe government dufing the war yesrs In
inecreasing production. (An 1nqr@ase‘of.#,700,?00 metric topa of food
cropa in 1941 was attributed to'various measurea, the mest important
being winter-ploughing, which contributed 45,62 percent of the to'@. .
increase. )

The health of the people degenerated because of malaria, epidemics,
and other dimeases, general hardships, nerve tension, and the lack of..
medical care. Many even died from theae causes, The better hospltals
which were mostly in the docupied areas, were deserted and the
equipmént removed - including the Peiping Union Medical College, which
was one of the finest in all the Far East, Cholera, kala-aza, typhus
fever, and plague had been.reported in different places in China in .
1045-46, 1In this field of medical service, UNRRA has made a valuable
contribution. In dddition, the Rockefeller Foundation hes expressed
its intention of making & grant of US$10 millicn for the rehabilitation
of the Pelping Union Medical College.

. /Ewerywhere
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Everywhere in occupied China, the Japenese publicly promoted the use
of opium and hercoin., They established opium houses and induced the
people to go, not infrequently giving them the first few ﬁmokea free of
charge, and sometimes other advantages, until they became addicts. Tke
effect of heroin was even worse., The Iintentlion of the Japanese was
twofold:r to sell for profit, and to enslave the people., Although the
Chinese Governﬁént put a strict prohibition cn the cultivation of trading
in, and emoking of opium immediately after reoccupation, it will still
take long and desperate efforts to return the addicts te health.

Effect on Educaticn and Training

:'Before the war, most of the universities and colleges were in
the occupied areas. The Japanese deliberately destroyed them. The
best laboratories and 11praries were elther destroyed or looted and
removed, with a total loss to universities and colloges of US$25 -

30 million at the prewar monetary value, The logs to middle mchools
vos estimated at U8$§0 million, primary schools at 65 million, and
other public educational inastitutions at 3% million. The loss of books
in public libraries is estimated at 15 million volumes, Tﬁe logs of
art obJects was alsﬁ great,

In free Cﬁina, there was 2n increase of 43 univefsities, 16
independent colleges, and 15 technical schools, either newly established
during the war, or removed from the occupied areas to resume work in
the interior. These institutions, however, were very poorly equipped
vith librery and laﬁoratory facilities. On the one hand, the blockade
prevented them frem obtaining eny edditional eguipment abroad; on
the other, the Japanese air raids marked universities and schools among
their chief targets., The general academic stenderd of the students
during the eight yrears of wer showed a marked decline as compared with
the prewar period, although, es & result of Chinese Government efforts
to give subsidies and allowances to the séudenta, the enrolment of the

/college
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college studonte in free China in lgh%-reached a number double the
enrolment for the whole country in 1936.. There were other indirect
problems which had harmful effects such as the pcor quality and shortage
of 'printing paper in the interior which had a hermful effect.on the
eyesight both of the students and the general public who read the daily
NEWBPEDETS.,

" In the occupled areas, the situation wes even worqﬁ. _The number
of luniversities and schocls remaining open were reduced to a small
fraction of those before the war. The tecaching materizls were restricted
by the Japanese, In additlon, because of the interruption of communications
and. the guerilla warfare, most of the countr& bﬁyﬂ weré unable to go to
the cities to recelve education,

. In Taiwen and the Wortheastern Provincee, which ihe Japenese had

occupied for a longer time, the Chinese, except in a very few cases,
were deprived of their privilcge of entering universities, and the
stendards of the primary and middle schools were kept low, For example,
in Teivan University all students, except a handful of the Chinese in the
medical college, were Japanese,

The enrolment of' sccondary students 1in lyi46 was estimated at _
1,160,000 and of primery school students at 25,000,000, as comp&fed with
625,000 and 18,000,000 before the wer, showing an increase of 85 percent
end 40 percent., .But school facllities are far from adequats, For-
example, in Canton, the 64 municipal primary schoole accomodate bnly
28,600 students, leaving 60,000 without facilities. At 1eas£ 100
middle schools are needed, but the number Just opened ie only 54, which
cen meet no more than half of the current demand. Of the more ﬁhén
10,000 middle-echool greduates who sat:for the entrance exaﬁinaﬁ;ons
at Sen Yat-sen University, the University wes able to take only BOO.

More than 4,000 epplicants. have registered for teaching Jobs, but '
2,000 ere still unemplqud.wlThezlack of égpool fag;;it}ep“ip othpr

/cities
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cities show & similar situation, Among the 30,000 middle-eschool graduates
vho sat for the Joint entrance examinaticns at Peking, Chinghwa, and
Nankai Universities, only 1,000 could be admitted.

The same may be said for the industrial technice. ZEven before the
war, paractically all the modern irndustries and technicians were in
the Japanese-occupied areas, and during the war, because of the difficulties
in the way of moving equirment and technicians into free China, the
efficlency of what labour force the Chinese had wes reduced. On the
other hand, in the industries in the occupied afeée; Japanese were
always assigned to the more lmportant pdaitiona; and the training of
skilled Chinese labourers was either purposely prevented or neglected.

The impairment of health and the reduction in the quality of
education is general in agll countries occupied orldevastated by war.
But the effect is more felt In Chine because of the lonéef period of
hostility as compared wilth European countries an& the lower standard of
living of the people, even before the war,

Migration of Populaticn

The war has caused one of the largest mass movemente of the population
in history. During the war, tens of millions of the population were
displaced; Dr. T. F. Teiang, Director of CNRRA, reported that 42,000,000
persons moved 100 to 1,000 miles from their normal residente, Mony of
them migrated to the interlor, either by rail, by boat, by animal-drawn
carts, or even on foot., Some evacuated their native places before the
Japanese occupation; others passed through the Japanese btlockade. Among
them were thousands of students and skilled labourers who moved into
free China,.

Reports by CNRRA on displaced persons, éxéludiﬁg those who moved
during the war from the formerly occupied areas to free China, are
available only for four provinces and two cities,

/Provinces
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Prcving Tot-1l Populttion Dicplecad Por.onc

T4 n-cu 36,469,000 9,000,000

Ehokdong = 21,762,000 3,255,000

Tor..nn 33,1}.11 ,000 . . 5,233 ,000

Strncd 11,501,000 2,605,000

Citizc

Nenldng © - © 1,019,000 | 30,000

8:caghcd 2,C14,000 _ 300,000
Totel of U provincoe 108,076,000 20,773,000

tnd 2 citiec
The emigrents.to forelgn countries during the war ﬁHé have returned to
Chine end need rehabilitetion 2dd enother £00,000 persons to this totel,

Besldes the gencral movenent of the pcgulétion'¥o the interior, théra
were £lso movements between city amnd countryside, Before the ver, it
was estimated that 79 percent of the population lived In rurasl areas,
11 percent in merket towns, end 10 psrcent in the citles, As the citiles
were the chief objectives of the Japenese drive and the bnsis of Chinese
defence, while the suerille weariare wes confined to the countryside,
peopl~ e8 a rule svecueted the cities during the fishting end then
roturned to wrban centres efter the occupaticn by either sids. . Since thé
ver, because of the leck of cars and other eguipment, only & emall
parcentage of evaruees per mcrth have been able to return on the highweys.
Most of the rafucess have hed to depend on the-inadnquata-f&bilitiea:of '
the Yangtze River boets.

- The movement of the'.population &way frem thelr usuel pleces of
occupation created unrest and reduéed general production. The svacuetion
from the .farms becezuse of the guerilla werfare énd the floode had a
perticulerly unfevourable effect on egricultural production, The -
rehabilitation of the displaced personsiis, therefore, very inporient
to thg-general economic rehabilitation. :

Citlas and Fouslng

By July 1943, the nugber of cities where at leest one major bettle
had been fought reached 303, including 108 cities with more then one

bettle, There were also 64 cities where emallsr battles Wer7 wagoda
After
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ffter July 1943, to the end of the war in Aucust 1345, there vere more
sorious battles, eepecially at the end of 1344, in Funan, Kwangsi end
Kwelchow provinces, but nc fisures es to the number of citics affected ere
avalieble, The nurber of air raids from 1937 to 1941 was 10,1LkL; for the
last four years of wer, when Allied bLombing wee especislly serious,
Yo deta ore availsbhla,

Besed on incomplele reports firom CITERA, the nuuber of cities damaged,

clessifled eccording to the extent of total destruction, is as follows:

Numbex of Cities Percent of total destruction
141 10 -~ 20
105 30 - k0
SR T T 50 - A0
sk _ 70 - 80
b3 90 - 100
REL

Thess ficures do not inclide Hepeil end Shensi provinces where severs
batlles were fought. A~Also, same provinces, such as Cheklang, fultion,
and Kiangei, falled to report the nwiber of clties with losses less
then 50 percent, Finally, the losses in the guerilla area of Shantung
province ars not included in the above statement.

Just to illvstrate the extent of the devastation in the cities,
T, Te F. Teiang, Director of CNERA, after a vieit with Mr, Roy Hendrickson
Deputy Director of UNRRA, to scme of the devestuted areas, reported that
in Hungyeng city, only I'ive houses out of a prewver total of over 50,000
were habiteble, rnd emeng ths rest, only 35 housse were repeirable. All
the others were in ruins. Similer heevy losees are ceen 1n Lichow,
Kweilin, Chenocha, end Paoching, According to Dr. Tsilang, Mr. Eendrickson
pointed cut thet none of the Turopean cities hed suffered devastetlon
to such an extent. The cost of rehabilitation 18 prohibitive.

Chilnese houses ave btuilt with simple neterials. _The better cnes
are made with brisks aad wood; otherc with barboo, sun-drled bricks,
or even with mud end strew. Prectically all the form buildings and many

of the dwelling hLousee even in the cities need mincr repairs every year.

./It is plain
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It is plain that not only the direct effects of the war, but also the
lack of attention during the long resistance war of eight years, have
resulted in great dsstruction. DlNore directly, the scorched-ezrth pelicy
of the Chinese army Qurirg the retreat, and the clearing away by the
Japeriese of any obstructicns to the field of vision alcong the communications
lines, as a defence measure against the puerilles, resulted in ths
*leveling of masny houses. A largs numbsr of the houses dsstroyed in the
air raids in free Chins were rsconstructed as soon as the air-rald
season wag over. But in the formerly occupled areas, construction work
practically ceasad during the war.

As a result of these losess, tens of millions becrme homelsss. Tﬁe
needs were eshimatad by CNRRA at ho,hho,ooo rooms, the construction of
vhich requires, emoag other things, 2,561,000,000 cubic Teet of timber and

-

80,881,000 pound of naiis. This estimate does not inciude Sharghal whore

-

the dsslruction was extb

noive, and the housing problém ig &till =erious.

Seven hundied prefsiricated huts were supplied by THRRA from Uhitéd
States gurplus prouperty stores in the South Tacific area, and these are
nov being used as shelters of all kinds and for godowne. The very emell
quantlity of lumber rsceived ITom tne surpilvg-properiy sluLes was allocatsd
to the Yellow River Frolect end the ﬁisheries Programme, end 13 not aveilabl~
for housing rehebilitatizn. 1In rect, the shaltey progrémmne originally
planned hy CHRRA for rehebilitation of the five most devastated provinces
Henan, Hupeh, Hunan, Kvangiung, and.Kangsi - has been sbandoned because
of insufTicient funds with wh cﬁ to carry out the woric,

2lthoush China has a forest reserve of 300 million acres, moat of

the timber is located in the northeastern end the westerm border regions

0f the trees planted on the hllleides
end along the rosds, even thoso £till intact, will not be &ble to mest

the needs of the hovsing progrerme. In fact, during the war, meny of the

trees were either cut down for fuel or clearved by the Jepenese 10 remove

r}

/the hideout
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sixth of cavacivy. Cutput at this rate remrecents 2 billion square yards
a year, which falls considerably short of China's prewar annual
consuascion of 4,5 billion sguare yards, However, even with the reduced
cagacliy ol the suindles, the domestlc production of cotlon can supcly
only Lel” of the demand of the cotton mills, In other words, the cctton
produciuiin falls short by half of the spindle cepacity, and the spindlc
;apacity by more than half of the prewar ammual consumption demand,
Usuczlly the meeting of the domancd for clothing mﬁy be postponed by

caring out old meterials, even thouzh cotion is not so durable as wool.
But since the annvel cotton production has dropped to a quarter of the
prewor [isure siace 1938, the second year of the war, the people have
surfvircd excessive herdships with worn-out clothinsg which they have bsen
unable to replace for elght yeers,

Again, although the shortage of clothing has hsen universal 1n China
both dwring and efter the war, it was the people 1n free China who suflered
most, The chiel cotton=-producing provinces in China are Hopel, Chekiang,
Shanting, Hupel, lionan, and Shenxi {producing, in 193¢, 134,290, 111,500,
81,510, 13,860, €7,870, and 53,380 mutric tons respectively). All
except the last wovincs mentlioned wsre undor Japancse occipation, The
prise of clothing matcrials in the interior during the war years ross
twice as much &8s tie price of food.

Because of tne world-wide shoritage ol cotton, the clothing materials
supuliec. Lo Chino by UNRRA has been excocdingly small in guantity., Up to
Octoner 1946, the 10 million yards of covton textiles end 08,000 tons
of raw sotton sent to China met only 0.4 pcrsent of the deficiency la
cotton tixtilea and 10 percent of the deficiency in raw cotton., A3 &
conseyuence of iz seneral shortage, the average rrice of clothiag waterial
in Shangwei rose 55 percent from July to ovember 1946, while the price of
foodsti,Ts rose only 22 percent ln the same period, It is expected that
cotton rroduction will be greatly imgroved in 1947-48, but there will still
be & gap before the domestic production is eble to mest the demand,

/The production
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The production of silk hal been reducel to an even greater cxtent.
However, as silk, since the intrciuction of cotton into the country, had
ceesed to be importent in the memufacturs of clothing in Chine for domestic
ceneurption, 1t will be considerel later in the secticne an agricultvre -

and industry.

/3. Tood,



E/CN.1/cub,1/C.2/0.1
Tage 18

3. Food; frriculture, ani Forestry

Alihouzh it is estimated that ebout 307,000,000, or 73 percent of the
Chinese population, is dependent on agriculture for its livelihood, tke
lend under cultivation, because of the large mountainous aress, hills,
and deserts, renresents only 9 percent {16k,000,000 out of 1,852,000,000
acres) of the total erea of Chima, excluding the Northeastern Provinces
and Taiwen, Accerdingly, the average cultivated land per capita amounts
to only 0.4 acres, or 1,480 persons per sguare mile, This density may be
comrarcd with 77 inhDenmark and 48 in the United States,

The averaze size of each farm, according to the semple study of
Joim Lossing Buck, was 3.31 acres in 1029-33, representing a decrease
ol 33 percent since 1270, end too small a size to feed a Chinese family
censisting of five or more nersoms. For compearative purposes, the average
size of ferms in other countries is siven by the same source as follows

(for China, the figure represents the crop area):

Jupen (1927) 2,07 acres
Chira (1929-1933) 3.76 "
Netherlands (1920) 14,28 "
Germany (1933) 21,59 "
Dermayk(1010) .7 "
England and Veles (192k4) €3.18 "
United States (1930) 15€.85 "

In Chine, it should be added, €9.6 of the farm lend is devoted
“o crops, &nd only 1.1 percent to pasiure,

The emell size of the areca under cultivetion per cepile without benefit
of modern azxricultural methods has resulted in intensive cultivation
depending chiefly on humen labour., The lebour Torce is tied to the land
in order to steve off etervation, It is believed that by the use of
inproved cceds, more end better fertilizsrs, control of insect peets and
disease, and by improved irrisation and drainage, the crop yield could
be increasecd, thus freeing part of the farm-lebour cless for indvstry,

cemrunications, and other occupations,

/Lend Devestetion
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Land Davastation

Durirg the war, a corsiderable emourt of farm land was lost to
cultivation. Many of the battlies, esyecially'in the guerilla warlars,
were fought on farm land and resulted in the destruction of farm houses,
lmplements, and draught animals. In eddition, the evacuation of the rural
ponulation led to the abandonmsnt of many farms. The neglect of the
irrigation systems, loss of fertility, soill erosion, and the growth of
weeds have -1l delayed the return of the affected areas to cultivetlion.

More serlous effects are due to the floods which resulted frocm the war,
The flooded area wae estimated at 7.1 million acres along the Yellow River,
end 1k.6 million acres in other regions, fepreeenting 9 percsnt of the
cultivaeted larnd of Chira. A portion of these areas hauy .been reclaimed and
returned to cultivation. A large-scale project for returning the Yellow
Rlver to 1ts old course, which involves the building of a reinforced
earthern wall 100 miles long, 40 feet high, 200 feet wide at 1its base,
ard €9 feet wide at its ton, has been undertaken by UNRRA-CNRRA, with the

help of scme 150,000 Chinese workers.

UNER.A-CNRRA alsc madé temnorary repairs along the Chien Tang dyke
wall, which prevented the water from breaking through on & large scale
ard inundating segveral million acres of land. Permanent renairs are now
under way. The river dyke sbove Harkow protecting the Turngting lake sres,
was not repalred in time for the high water in the spring and summer of
1946. However, temvorary ard permanent repairs are teing planned at the
present time.

Loss of Livestock

During the war, draught anlmasle and poultry were deliberately
glaughtered or taken eway by the enemy. In many of the villages, not a
eingle animal wae left. The shortage of crops for feeding purposes also
accounts for some of the decreass. At the end of the war, poultry, hogs,

- and other animals were 4O mercent, 30 percent, and 20 percent respectively

below the prewar lsvel.

[Table 2
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Table 2

Estimated Livestock in 22 Provinces

(Fumbers in 1,000) Increase 1945 1945
from 1945 as & of &8s § of
Class of Animals Prewar August 1945 August J94€ to 1945  Prever Prevar

Horses, Mules,
Dorkeys, Vater

Buffalces’ 30,896 24,709 26,000 1,300 80 &4
Cettle 22,647 18,100 - 20,000 2,900 80 88
Goate 21,933 17,500 19,000 1,500 8o 07
Sheen 20,957 15,800 1€,000 1,200 80 8¢
Hepe 82,639 43,000 50,000 6,200 10 80
Pcultry 313.950 182,400 243,000 59,600 €0 79

In Teiwan, cattle numbers were 5 vercent less in 194G than in 1939;
poultry 25 percent, ard pigs, £0 percent.

The effects cf the loss cof livestock are two-fold. Firstly, the
consurption level of meats in prewar Chira was alresdy very low - 76 cslories
per day per adult-mele, according to Buck - aud the loss due to the war will
undoubtedly agsruvate the oroblsm of malnutrition in China. The tctal
reduction in meat production wes estimated at 2.3 million tons in 1945, and

ne in OhE. Sccondly, ia Chiuna, Lullaluws, catile, norses,

]
-

1.7 nillion ¢
mules, and donkeys are used as work animals on farms. Their loss means

a loss of the scurce of wnower, as well as fertilizer, which will be reflected
in the reduction oéiproductivity. Without restocking in the immediate future,
agricvltural vroductivity cennot be quickly restored to its prewar level.

In August 1946, one year after the war, there was a general recovery in
all varieties of livestock. However, the totals still fell 12 to 21 percent
short of the vrewar figures. At last revports, UNRRA was planning to ship
to China 1,00C water buffaloes from Siam ard 3,500 dailry cattle from the
United Statea and llew Zealsnd.

_Loss_of Equinnant and Shortsce of Power and Fertilizer

Although Chineece farmere use very simple agricultural implements, the loss

/of these
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cf tiese mesns from destruction and devreclation, without the opportunity of
replacement, was very sericns during the long years of war and occupation
of wide areas. Among these implements were ploughs and food-processing
equirment. After months of careful surveying, blueprinting, end requisitioning,
& plen formulated by UNRRA-CNRRA calls for the estsblishment cf one central
supply and service workshon in Shanghai, 19 provinciel workships, and 3,000
local workchips in different parte of China.for the manufacture of agriculturzal
implements. The plan in full overation will enmplcy 2bout 5,000 workers and
foremen in the vprovincial mechine shope, which, together with 3,000 local
blackemith shops, will be able to process 40,000 tons of esteel and 20,000
tong of plg iron per yesr. Transleted into terms of tecols and machinery,
thie mears that about 20,200,000 hand tools, 200,000 animel-drawn implements,
ard 20,000 food-nrocessing machines will be produced anrually. In the war-
devastated areas, where thousands of equare miles of farm lands are idle
because of ths lack of sufficient tools, the project will make possidle the
resumption of full-scele cultivetion., (In the Yellow River flooded area,
the proportion of lard untilled, because of the tool shortage, is as high
as N ~» ON yercent).

Worthy of note 1s a small-scale experiment which has been conducted
successfully on 1,500 acres of land 32 miles south of Kalfang. This tract
vas reclaimed after eight years of Yellow River fliococds by 55 tractors, sent
by UNRRA, which were egquinped with tilling and sowing implements., With the
Yellow River prcject under way, it 1s expected that several hundred thousand
acres will be under tractor ploughing in 1947. As revorted by UNRRA, in
the Northsastern provinces, the fallure of electric power, with the resulting
atorvage of electrlc pumps, and the decline in the availability of commerclal
fertilizers, was responsible for the drop in agricultural production. In
Taiwan, where cummeréial fertilizers imported from Japan were widely used
before the war, agricultural production has also fallen sharnly, The need
of fertilizers in Taiwan alone, which is inhabited by only 6 million population,

/is 200,000
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ig gQ0,000 tona per annum. Although the rest of China d1d not use commercial
tefi;;igera extgnsivaly, the loss of scil fertility and the loss of farm
agiggla?_hava greatly inereased their need. Unfortunately, ammonium sulphate,
wh}éh is suited to the sol]l of China, has been mostly allocated to Eurcpe,
Crog Production

“ With the widespread daovastetion of cultivated lands, and the loss cf
WOfF animals anq ferm implements, a lower level of crop production was to
be ,xpected. Even with the increase of 5 million tons of cereels in the
vnggeupled area during the war, the totel cereal production in 1945 and 1946
at*}l foll beiaﬁ the prevar average,

Table 3

Production of Principal Crore

(In 1,000 Metric Toms)

o : o Average '
1044 Corpared Anral  Total Shortege
Avorage ~ with 1931-35 Imports for Consumption

C:gps 193;-35. 1945 1946 Average 1934-35 1n_l§h6
Wheet 22,285 18,402 22,110 - .175 548 125

i 1
Rige h9g305 h2,92h 42,209 -7,099 S39 8,038
Beyley 8,419 6,770 8,207 = 192 |
Coppn 6§h10 5,413 14,965 -1,kL45
Millet 6,657 5,659 2,434 4,223
Prégo-millet 568 k82 632 4 64
Kagling 6,788 5,759 2,449 -4,339
Togal Ceresl 100,435 85,408 83,066 «17,369 1,582 18,951

Soye Beans 6 jOh3 h,823 2,729 - 4,31
Broed Beans 3,124 2,510
by;pd Peas 3, k0 2,953

Sypet -1q1632 14,271 23,319 £12,687
Pqtetoes o '

- 07 e = wse — -

[The cereal
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The cereal productior in 1945 was 15 million tons less than the prewar aversage.
In 1948, remarkable recovery was made in wheat production, but millet
and kaclieong were greatly reduced, with a net decrease of cereals of 2.3 million
tons as compared with 194%. Since China used to import foodstuffs before
the war; the reduction in wroduction shculd be added to the nrewar average
annuel imcorts. As a resalt, the total shortage of wheat in 1946 for
copsumption is 0.7 million tons, and of rice, 8 million tons.

For the Northeastern nrovinces and Taiwan, the shortage of fertilizers,
which wvere mainly imported from Javen before the war, is the chief reason
for the reduction in farm crops. The drought in Taiwen in 1945 also partly
accounts for the decline. In Talwan, the production of rice has been reduced
to 50 percent, suger 10 percent, and tea 3 percent of the average prever
output. The reduction in soya bean production in Manchuria is chiefly due
to the loss of export facilities end foreign markets.
Fishirg

The Chinese prewar fishing fleet consisted of 101,000 junke and 771
registered trawlers. The yearly catch of salt-water fish was estimated ot
1.4 million tons; and that of fresh-water fish at 0.75 to 1.0 milllion tcne.
During the war, the Chinrese fishing fleet lost 50,000 to 60,000 jurks end about
400 trawlers, with the consequent lose of approximately half of the prewar
yearly catch.

UNRRA has sent some timber for the construction and repalr of fishing
boats and has allocated 1G5 fishing craft which are expected to arrive in
the near future.

Deficlency of foodstuffs

The total deficlency of some of the chief foodstuffs in 1945, and a
forecast of the deficiency in 1945 are shown in the following teble.

[ixtent of
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Extent of Deficiency of Foodstuffe

1945 1945
Units Quantity 9 Quantity o
Wieat Mililen Metric Tous by 19 0.7 3
Rice ! " " 7.3 1 8.0 15
lieat ! " 5 2.3 40 1.7 30
FiBh. i " N Ll 50 1:1 50
Egas Billions 7.4 Lo 3.7 20

With the major part of the Chinese population.living at a bare
subsistence level even before the war, and the quality of the food poor,
especially 1n regard tc proteins, minerals and vitamins, the reduction
in food production, resulting frum ths war, has had serious effects on the
rutrition of the people. 1In fact, Colonel R. L. Herrison's Cormission,
after an extensive field survey in China, reported in May 1946 that “the
members of the narty unanimously belleved thmt the UNRRL setimate of
7,000,000 facing desth by stavvetion, and 22,000,000 living below suhsistence
level ard attempting to suwvive bty eating roots, barks, seeds, weeds, gress,
etc., is, if anything, low."

The fcod crisis is alsc accentuated b; the destruction of the transport
system during the WE}, which prevents the movement of foods from the surplus
areas to the deficit areas. For exemple, althougn the overall grain crop
is some 18 percent Bhért of prewvar coneumﬁtion, in some areas (Horan, Hupeh,
and Hunan), the lowest is about (5 vercent of a normal crop. The immediate
rehabilitation of the transport eystems is a prerequisite to food relief.

Up to October 1945, 145,000 tons of rice, and 75,000 tons of wheat
and whea# flour had been shipped to Chiina by UNRRA, meeting 2 percent'of
“the deficit of rice.

Agricultural Products Mainly for Export or Industrial Use

In prewar years, the agricultural products which figured prominently
in export and industrial use were tung oil, cotton, silk, tea, and animal

/products, in
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products, in addition toc soye beans. During the war, as was pointed out
ehove, the wnroduction of cotton, soya beans, and the animal vroducts was
reduced by land devastation and loss of livestock. In the same pericd, the
nreducticn of tung oll, silk, and tea fell sharply as a result of the
bleckade and cormunication difficulties. In fact, many of the tung coil,
mlberry and tea trees died or were cut down., In 194&, the production of
gilk was reduced to ll'percent of the prewar level, tea 16 percent, and
tung cil and cotten 39 percent. As recovery cannot be expected in the near
future, the loss of these vroducts will adversely affect the belance of
paymsnts, ag well as the supply of clothilng materials in the coming years.
The decline in production i8 shown in Table 4.

Production of Export Goods, Prewar end 1945

Prewar 1946 as
Anmmal Estimated % of prevar
Prodvction Level preduction
( tors) (tons)
Tung 011 135,000 %G ,000 30
Silk 1k, 740 1,560 11
Tea - 41,000 €,600 16
Cotton 1,025,000 399,800 39

Torestry

The fact that China's impertant forest reserves are located in the
Northeastern provinces, and that the loss of trees else-vhere had
hampered the reconstruction of houses has already been discussed. The
Jepanese had develcped a timber industry both in the Nertheastern provinces
and Taiwan. The total loss to the forest reserve is unknovn.

Apricultural Rehabilitation

UNRRA hes anvropriated U.3. $80,000,000 for China's agricultural
rehabllitation up to March 1947. But the agricultural situwation will still

/be far
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be fer from normel by the end of the UFRRA programme. With the loss of
livestock erd fishing boats, meat and fish consumption, as well as
e ricultural production generally, heve been reﬂucgd. To componsate for
the lose of productivity, fertilizer and implements for the irrigation
rrojz2cts are urgently needed.

The imvort requirements for the complete agricultural recovery of
China revresent so largs a sum that 1t would be impossible to expect
the ™1filment of the progremme in a short period. The minimm requirements
necessary for a vartial rellef and rehebilitation programme in the next two
vears are ectimated to cost U, S. $353 million, dlvided as follows:
Tocdstui'ls, $270 million; fertilizers, $2% million; and all otler
.59 million. The requirements for foodstuffs are estimated only on the
besis of 2 million tons of cereals in two yesars instead of the zctual

defliviency of 0.7 mlllion tons of wheat, and 8 million tons of rice in 1Gi6.

/4. Mining
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L. Mininz end Industry

Material Loeeéa

Aithouéh China waé on the way to indﬁstrialiéétion beforé the wgr,.
her modern industries, up to the outbreax of hoétiiiﬁiés;'were still in
their infancy, so that she had to depend on handicrafts and on importe
for mﬂny.products. .The moet industrially developed areacz were the
Northeactern prdvinces, the lower fangtze Valley, and other coastal cities.
Indeed, the Northeaﬂfern provinces, with their trémendoue mineral,
agricultursal, and.foreét resources, and with a comparatively small prpuiation
reletive to lend, were even before the Japanese ocoupétion in 1931, more
industrielly developed and poeseeseﬂ more railways per square mile than
other ereee in Chins. Under Japanese occupation, the rvate of development
was accelerated with the eid of Japsnsee technicians, Chineze Jabour and
other recourcee. Outside of the Northeastern provinces, the transvort
system was so ﬁhéévolopcd that most industriel activic v wers concontrated
in a few cition cirng ths eastern seaboard and along tic Ysniuze River,
Nearly one-half of the p.ante end one-half of the industrial workers were
loceted in the six principal seaport cities, of which Shanghai, with
cne-third of the piants was by far the mosf important. All these
industrialized citiss wore occapied by the Japaneese durirg the First 15 months
of the war, Juvly 1937-Octcber 1938. Only &3¢ factories and 12,164 skilled
workers vers succesefully moved from the occupied arees to free China during
the untreat, a fact which accounte for the difficulty in carrying cn the war
during the later years.

The loss to industries may be attributed to three main cauces: the
heavy battle- before the Chinese retreat, which were mainly Tought in the
industrial areas, especially Shanghai and Hankoﬁ; the Allied bombings; and
the reoccupation. In addition, the depletich éﬁd obsolescence of equipment,
due to leck of maintenance and spare parte, were rleo responsible for the
decrease in preductive capacity.

/5he loss
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The loss in the field of industry was heavy Iin absolute physical terms,
But the effect was even more gerious if we consider it In relative terms,
Since China was so under~developed what 1itfle industry she had represented
the initial force vital to her latef devalopment, The greategt physical
loss was in she maclhiine and light-metal induetries, where 90 percent of the
productive capacity wae affected, and the cost of Peplﬁcement is estimated
at more than half & billlon US dollars (orizinal book velue). Next came the
iron and cteel industry, coal mining, and electric power, where 15-30 percent
of original capacity was left,

Tabla.5

Former and Present Cayacity of Impoztan*
Mines and Industries

: Former Present Capacity as
Unit Cepacity % of Former Capacity

Coal M.T. 55,000,000 30%
Coking coal M.T. 18,000,600
Coke M.T. 9,567,000
Iron ore M. 10, 720, 000 P37,
Pig lxen M.T. L h6l 00 249,
Stael M.T. 028,000 304
Finished rolled steel M, Tw.Of 15%
Mschinei) and machine tools US $ 10¢,0C0,00C 109
Shipbullding tone 141,666
Zlectric pover Kw. 3,380,000 306
Petroleum oll:

Cruds bbls. 590,000

Synthetle bbls. 12,310,000 50%

Refining capacity bble. 3,200,000 50%
Refined aluminum M.T. 60,000 10%
Relfined masnesium M.T 15,000 10%
Refined lsed M.T. 26,000
Copper ore. M.T. . 20,492
Rerined zinc M.T 25,600
Eth; 1 alcohol US gal. per dey 256,297
Nitrogen M= 45,500
Ammonium sulphate M.T. €85, 000
Cement M.T. 2,240,000
Cotton spindles No. 5,503,000 e )
Wheet flour M.T. 610,000
Pever and pulp e T0%

/Ths loss in the key
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The lcss ‘n the key induetries adversely affected recovery in all other
flelde, For example, the lose of power plante and other mining equipment
reduced the production of coal in 156 (September figure) to not more then
30 perccnt of the totzl requiremente of the crippled production capacity
of other industries. The estimated cu-put in 1G4, of four of the biggsr

cozl minesz talten over by the Chinese is compered with that in 1942 as

follcws:

Estimsted
Production in 1542 Production in 1947
(M,2.) (M.T.)

Tushan 6,352,000 1,600,000
Tuheing 5,310,000 1,150,000
Sienm 1,660,000 1,000,000
Peiplao 1,230.000 450,000
14,610,000 4,200,000

The drop in coal production not only created unemployment among the
coal-mine workers, but elso reduced the output of electricity in other
areac and par&lyzed all other industries. The decline of 70 percent in
the productive capacity of the electricel power plants had the same effect.
Aside from the heevy lors to the machine industries, the werkshops, which
remalned intact in Shanghei, and are now working on the repair of equipment
in otker Industries; also face the added difficulty of obtaining the
neceesary replacement and spare parts, as well as high labour cost.

The losge in the cotton-textile industry has already been described
In the cection on clothing above, O(nly 42 psrcent of the prewar 5.5 million
gpindloe are in workeble condition, and cotton production has dropped
40 percent zince befcrc the war. The difriculty lies in both the ghortage
of equipment and the chortage of material, The precent capacity for
producing new spindles is 100,000 a year,

One of the contumers' goode inductriec which was greetly affected by
the war Is silk. Meny of the mulberry trees were cut down, asnd there is a
ghortage of silkworm egsge. Although tefore the war, China exported raw
£11lk, the harvest of cocoons in 1946 wae only sufficient to satiefy the

/demand
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demand of the mechenical silk filatures in Central China for 144 of their 300
working days. Negotistions have been in process teo import Japanese cocoons,
eg:e, and muldberry trees into China, but only a small quantity has been
received. It lg now reported that the Chinece Silk Compeny is rcady to
demand thet Jopan return the 30,000 metric tone of native cocoons seizsd
by the Japeneee during the occupation.

Moet of the 5,206 industrial enterprises in free China, which were
either newly ectablished during the war or removed from the occupied areas,
end which were in the metallurgical, chemical, and machine-industry category,
are smrll in size, Furthermore, the egquipment is poor, the spare parts
inadequate, and all the machines have suffered from lack of repair and
meintenence, Once t'ic war was over, most of these factories could not face
the potential competition of ouiside producte, and by April 1946, 1,110
of them in the former free China ereas, empluying 157,00C workers, hsd to
cloge down, Some of theee factories may be reopened when the neceseary
equipment becomes cvaileble.

The production of certuin export minerals, like tungsten, antiimony,
and tin, wae reduced during.the last phase of the war because of transport
difficultiee, and efter the war becauce of the decline in demend, With
mechanization, the cout of production of thesa mineral products can be
‘reduced znd foreipgn demand stimulated.

The import requirements for the complete restoration of mines and
industries, excludins the requirements necessery to meet the epecific

difficultise montioned in the last two paragrapns, are ehown in Table 6.

/Tuble 6
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Teble 6

Import Eegquirements for Mining and Industrizl Recovary

{US $1,000)

Cal mining 50,00C
Flectric powzr Industry 150,00C
Iron and ateel industry 360,000

Non-ferrcus light metal
industry 149,000
Machine induetry 390,8C0
Chenlcel industry . 6k ,900
Cement induetry 26,700
Textile inducstry 202,900
Food-processing industry 7C,4C0
OQthicr industriece 45,800
§1,543,500

The Reterdation in the Rete of wowth of China®s Industrializetion

Chine. as we have pointed out above, had Jjust begun to accelerate
the pace of her =fforts towerds industrializetion when she was interrupted
by the war. With & gilver standard btefore 1535, the year 1931, unlike that
in Weatern countries, wae e pesk year in business actlivity in China,
. Indeed, even in the years 1937 to 1935, in spite of the fact that the
general economic momenium declined with the rest of the world,
industrializaetion in Chine made steedy progcress, Table | shows the
increace in the mumber of fectories in different industries, varying from
43 ﬁercent to 139 percent, with an average increase of <1l percent, in the
fTive-year period 1931-36, Tabloe 8 gives other data indicating the rate of
indvstrielizetion,

Teble 7
Indices of the Increase in the Iumber of Factories, 1931-36

Excluding Talwen &nd Northeastern Provinces

All Toxtile Agriculturel Machine Chemical Electric

Industries  Induatyy Procezsing Industry Induetry  Plants

Industiry Generating

Capecity

1931 10,0 108, ¢ 20¢,0 1C¢0.0 100.,0C 9
1932 1G3.5 1113 113.4% 1°6.C 107.% 100.0
1933 121.0 12179 140,72 102.0 122.8 104,2
1934 135.7 146.5 167.1 118.5 140.3 111.5
1935 153.4% 17651 165.1 L4 154 .4 120.0
1936 180.8 190.¢ 235.4 197.5 168.5 147.9
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Teble ] S

Indices of China's Industrielization, 1931-36

Excluding Taivan end Northeastexn Provinces

No. of Volume of No. of Gross Indox of
Fectories Imvorted Infustrial Preducticn Industrialization

Machines, Workers of Mcdern

Tools, Parts Mznufachuring

and Reilwvay Trdustries

Equipment
1931 100.0 10G.G 100.,0 100.0 106,0
1952 835 72,1 105,k 104 .5 g5.6
1533 121.0 7.4 il o e 114.,0 105.4
1934 135.7 150.0 119.5 122.0 131.8
1935 155.4 178.2 135.6 1335 150.7
1936 18¢.8 165,32 143.7 133.5 160.9

Since China depends on importation for most of her industrial
equipment, the phy:ical volume of thece imports serves az a good indication
of the rate of industrializaticn, The increase was 05 percent in the
five-year period of economic depression, TiLe number of industrisl workers
end the gross preducte of the moderm manufacturing industries also increased
Ll percent snd 34 percent respectively. The smaller increase in these
categories is due to the time lag in the completion of the process and the
turning out of the prodﬁct, eopecially when the rate of increase is
accelerating, An index of industrislization based on a simple arithmetical
average of all the ebove items shcwe an Incresse of 61 percent in the
period under diccussion.

To prove tiaet the increase in the number of factories, workers,

importation of mechinery, end the gross products of manufacturing industries

ot

(]

ie not eimply a phonomenon of the upswing in e business cycle, we may compare
the importation of machinsry, the groms physiocal products of the modern
menufacturing industries with the total imports, aggregate national
production, and the index numbers of wholesale pricee; Table 9 ehows that
prices fell centinuously from 1931 to 1935, dropping 24 peicent in four

years, indicating a downswing of the businezs cycle, but the gross products

/of modern
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of modernm manuifecturing indvetriec rose 34 percent. while the total
nationel preductlion rose only 6 percent.

'sble @

Ccnmoericon of Volume of Imported Mschinery
and Grosg Production of Mode:m
Manufacturing Industiies
With Total Value of
Imoorts end Other
Items, 1G31-36

Volume of  Total Grozs Totea Index of
imported volume producticn grees whclecale
machinery of imports of modern national prices i

menufacturing product China
industries

1831 100,0 10C.,0 1¢0,0 100.0 100.0
1932 72,1 816 104,5 = 3053 88.7
1333 5.4 76.3 114,0 101.0 £1.9
1534 150,0 64.6 122,0 85.9 6.7
1935 178.2 55.9 133.5 105.2 75.8
1936 185,1 66.1 133.5 1C6.2 5.6

The imvortaticn of machinery increased rspidly while the total
import declined. Yet, during this period, the rate of growth of
industriallization was quite epontanecus without much government encouregement,
An extrepclation of the rate of growtn to 1946 weould bring the index of
industrialization to e figure twice as high as 1936.

As a matter of fect toweids the end of 1936, the Chinese Government,
having adopted & sound monstary nstandard, had just launched a new programme
of industrielization, Work on numercusz hlghways and several new lines of
railvays was Juzt starting, and large chem'cal =nd iron and steel plants,
e3 well az other fectories, were under constructicn., But for the war, tie
normal rate of irndustrialization would have been further accelerated. In
fact, it was exsctly the fear cof Chira's inductrialization that speedad
up Jepen'e egrression n 1937, It ie plein t et even without physical war
lorges, the retardation of the rate of induetrial progrezs in Ciaina nmust

te considered onz of the chief logees ettributable to the war,

fDoubtlessly,



Toubtlezely, the retardation of econcmic growth could be censidered

ag 2 losg to any comntry encoged in war., But if the trend of growth
recembles, to a cevtain extent, a loglstic curve, the countries whlch were
Just etarting to indietrislize muet have been affected most in their rate

of progress by the reterdation.

/5. Trensport
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and Compuniceticns
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Hadilweve

In China, outside the Northeastern provinces and Taiwen, there were
et the ond of the war 13,820 kilomstrss of railways, some of which were
coenstructed during hostilities, either in free China or by the Japenese
in the occupled sreas. OFf this total, 2,399 kilometres, or 17 percent,
were completely destroyed or dismantled, 1,871 kilcmetres partially
destroyed, and 2,530 kilomstres are still in operation. Even if the
stretches still in operation, howsver, no less than 10 percont of the rails
and 25 percent of the sleepers need renlacement. To re-establich the main
rallvay lines alone, anvroximately 3,500 kilometres of rails and accessoriles,
and at least 7 million sleepers, are nececsary. As to equipment, according
to a survey mnde in March 1946, 2,612 locomotives, 25,133 freight cars, ~nd
2,709 bassenger cars were available - totals not markedlv differsnt from the
prevar numvers vhen Chine had shorter railways, H wever, of these totals,
one-half of the locomctives, 40 percent of the pensenger cars, end one-third
of the freight cars were reported demered. A number of railway shops were
badly damaped or entirely dismantled.

Table 10

Loss of Reilways and Tguipment

Fxcluding the Northeastern Provinces end Tcoiwen

Reilway lines and D:stroyed Damaged In . Total UNERA Lelivery
Rolling Stock Cneration up to October
) 104G
Reilvey Lines (Km) 2,399 1,371 9,550 13,820
Locomotives Unknovm 1,039 1,103 2,162 3P
Peasenger Cars " 1,08 1,655 2,709
Freipht Care " £,101 18,032 26,133 3,463

Because of the shortege of materisls, the repairs and the rebuilding of
the tracks have been done temporarily with meterials of lower grade =nd
galveped narts. TFor example, the Canton-Harkow railway cf 1,006 kilometres,

[urith K16 kilometres



E/CN.1/3ub,1/C.2/W.1
Page 36

with 41C kilometres completely destroyed, and 455 kilometres vartly destroyed
to halt the Japanese advance, was rebuilt between January and June 1945 with
the manvel labcur of 50,000 workers, Along this line, there were 110 m=jor
bridiges, each ¢f them more than 40 metres long, and of these, 102 have had

to be completely rebullt, largely with green wood from neerty forest. Nest
of the other railway lines were repaired or reburilt in the same way. Thev
heve still to be revlaced with standard materlals, as soon as the latter are
avcilable,

Up to October 1946, 32 lccomotives, and 3,465 freight cars, 40,000 tons
of rails and accessories, and 458,000 ties had been delivered to China by
UMRRA. Even after the wincle UIRRA prcgrarme has been completed, the total
deliveries will still fall far shert of China's rehabilitation requirements.

Table 11 shows the total imvwort reguirements for the railwavs.

/Table 11
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Teble 11

Tuo-yser Tmoort Renvirsments for Rail Trensport

Rehabilitetion UKRRA Supnlies (M.T.)
Raouirerents Arrived China
Units Cost Programaed up to October
}i.T. _U.s. 61,000 19k 5
Track materials
Anils and accessories 501,000 34,516 106,000
Steel sleovers 22,300 1,7
(1,200,000 pecs.) (455,000 pes.)
looden cleepers 279,940 5,305
Bridre materials
Stecl 153,062 5,126 43,000 13,000
Construciion equivment 58,095 L, o6h
Rolling steck
Locometives 188,150 113.92¢
(1 ,700 nes., ) (2k2 pes.) (32 »pes.)
Pagsenger cors 102,000 76,500
(2,550 pes.)
Freipht cars 351,250 63,750
\Pl;uJO pes. ) (3,465 pes,) (3,455 pee.)
Shop_equinment Th, 397 55,209  $4,900,000 $500, 000
Renziring and operating
eqripment 30,333 ;770 .
Telecommunication matsiials 270 135
Sirnal snd_interlocking
devices o, 26h 2,30
1,816,121 408,127

The most urgent need at the moment is for meterials to r

servizes

of the Chekiang-Klanpsi Re

>4 Lvray

leading

ecstore the

from Hangchow to Chuchow

(vhore it cormscts with the Centon-Hankow R:ilway) and the line which runs

from Hengyrong to Kuweilin,

1 A oan
thie shis

snd central China,

The tot=l

These stretches are of poramount

ment of food svpnlles from surplus are-

distance of the two lines is 1,5

g to deficiency

ilportance in
ereca® i1 scuth

52C kilometires.

The minimum material snd equipment requirements for the repair and

restoration of 1,00C kllometres are as follows:

/Track Materiaie
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Tyack Motorials (u.s. $1,500)
R ils aud accessories (G for main line, 75" for sidings)

140,000 tons at $80.00 $11,°00
Croos t*ea (6" x &" x 6'-0") 1,300,000 pleces at $2.50 4,500
Tresk toccls - 300 tons at $800 o ’3ho

«’1), E"’)

Bridres ond Culverts

Rridge Steel (Fabriceted epane and I-Foans, etc.)

15.000 tcns at $200,00 $ 3,00C
Dridge Timber (deck timber and wooden tresles)

1,000 ¥ at $100.C0 100
Culvesta (cteel pives) 4,000 tons at 200,00 800
Construction Equivment (Craies, Coprecscen, Pile driveve, '

etc.) 300 tons at $1,000.00 300

T, 200

Jiing Stock

——

Locomotives (P-8-2 for freight service)

;o units at $1€0,000.00 $ 3,000
Froight cars (40 ton ~apacity) 500 wmaits ot $4,000.00 _2.Loo
§ 7,L00

Miscnlluneous Dgulmient and Material

Hater supnly eguipment (pipes, tolks, pmpa, otc.)

J.}Q'U('* tons at $300,00 $ &0
Repeir saop equipment 500 tons at $1,000.00 G0
Nxtra spare parts fcr lecemotives and ocars

400 tors at $500,00 200
Shan rovair matoriels - 300 tons at $920,00 100

h Ire J.a.; r _..}h dae \...t T i
Tolephonae and telepraph equinment, 1,000 toas at $1,000.00 1,000
32,50
TOTAL f.0.b., »rice $2¢,990

Yater Transport

Before the wer, there were over cne milllon tons of shipplng, under
all fla2gr, enpeged in China's trade, Of the Chinese-owned ships totalling
703,420 tons (according to registratlon in June 1936), 577,213 tons,
together with 7,450 junks of unsvecified size, were lost (Tedle 22). In

addition, 30,000 fishing boets were lost.

/Table 12
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Table 12
Losa of Ocesn and Coastwise Shioning
Noe of Ships Tons Cost UdSe $

fhioe over 100 tons each sunk 111 192,049 533,409, £00
Ships seized by Japanese 16 49,286 9,837,200
Shipes chartered to Japonese

before the war G o4, 278 4,855,600
Ships under 100 tons eech lost

during the war 2,316 02,420 g,242,000
.Junks over 20 tone each lost

durine the wer 2,655 184, 6F0 10,407,500
Junks (under 20 tons each)

end small river craft for

passenger and cargo lost 1,430 _unknown __5,560,000

12,59 577,213 $20,735,200

The vessels under operation at the end of the wer totalled 41,534 tons,
with an additional 70,000 tons awaiting repair. The British and Japonese
shipning, which corried an importaont nroportion of Chinese trade (30 nercent
and 17 vwercent rospectively of the total tonnage entered and clearcd in
Chinese norts in 1933), vas also withdrawm.

About 60,000 tons of shipping were lezsed from British shipping como=nies
for coastal service, and certain landing crafts were suvpplied by UNRRA for
river tr;nsportation. In the case of ths latter, although they have been of
great help in the short-term rehabilitation, their power is so great that,
in inland navigation, onlv one of the engines can be onerated, end even then
a jvnk mvust be sttached to slow dom the speed; use of imported petroleum
oil is also uneconomical, 3B the end of Jul; lghé, 205,050 tona of water
craft had been-procured, chiefly from the Unilted States MNavy surplus stocks.
Tn November, 463 vessels, with a gross tonnage of 398,000, were operating
in Chinese woters, 50 nercent of which were composed of confiscated enemy
and nuppet vessels and donations from Allied countries. Some of the vessels
are over thirty vesrs old, and about one-half of them are legss than 200 tons:
only 11 ~re over 7,000 tone., Finnlly, G4 percent of the vessels are cargo
shins, and 19 percent are carpo and passenger shins. The ransernger trarfic
is very small.

/It io exnecied
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It 1s expected that about 160 American surplus ships, amounting to about
£00,000 tons (Durchased br the Chinese Governmant), will arrive soon, and
these will be operated by both the State and privately=ovmed shipning
compenies, Eventually, when all the existing orders are fillled, China's
shinping tonnage wlll be raised to 1,500,000 tons, which wiil be sufficlent,
for the time being, to meet the demands of domestlc navigation. Chinese
ghipping companies are also contemplating the resumption of ocean-going service
in the near future, beginning with the estabvlishment of a line to the South
Szas area.

During the occupation, the Japanese had started the construction of a
new zort, Teku, off Tientsin, Attempts are now telng made to continne the
work and complete the port within the next few years. The problem of equipment
end matericsls, however, has yet to be solved,

A similer problem exists in regard to Shanghai. In an attempt to expedite
the unloading of heavy carge directly to flat cars, and thereby relieve port
congention, complete nlans were drewn up early in 1645 to rebuild the 2,100
foot pier at Woosung, which had been destroysd, and then »ortially rebuilt
by the Japanese. The large timber necessary, however, has not been available,
and until recently only enocugh timber had bLeen secured £o build 300 feet of
the nier.

During the war, the dredging of the rivers was badly neglected. The
problem is becoming serious, especially In regard to the Whamppoo River
(Shanghei), Pearl River (C:ntor), and the Pi River (Tientsin). Dredgers end
drgdginﬁ equipnment are badly needed. |

The total requireﬁsnta for water transport to restore China's trade are

shovn in Tetle 13.

/Tabla 13
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Tahle: 139

¥ o
Two=Ysar Tmport Feguiremcnts for Yater Transport

(Velues in U.3, $1,000)

-

Total Needs Procurenent to et Imnort

| ULy JOAS Reguiranents
Grossg Value Gross Value Grogs Value

tons tons - tons

Cozgtal*vesssla 836,000 14k,700 177,400 35,480 658,680 % 109,220
River vessels 286,000 85,800 28,650 8,50% 257,350 17,203
Auxiliary vessels 31,565 19,260
Port equipient 5 007 L, 680
Port rehabilitation 34,750 15,75C
$301,900 203,030 016.030  $ 227,030

Thanks to UNRRA and the donation of ships by the United States the
tonnage available for moving goods inland from Shanghail increased during the
périod Wovember 1945 to June 1644 from 300 tons to 30,000 tons. The tetal,
however, falls far short of actual needs so that rehabilitation of shinping
st111l remains the Tirst prereguisite for recoverw of China's vhole econcmic
structure.

Highweys

Lefore the wax, the highway was not an important meaﬁs of transportation
in China. During the war, beccuse of the loss of shipping and railway lines,
it became the chiel means of communication in free China. However, most of
the roads buillt dvuring hostilities, owning to the shortage of materials and
labvour, were not properlw surfaced, and so regquire. constart repairs or even
reconsvruction,

From a totel length of 105,432 kilometres of highways, excluding the
Northeastern provinces and Taiwan, 68,000 kilometres were partially or
completely destroyed by military action andé need repalr. Approximately
80 percent of the bridges and a substantizal proportion of the roadbed along
thess routes was desiroved., The loss in motor vehicles reached 50,000 in
nwmber, To date, 20,000 trucks have beeﬁ secured from UNRRA and the
United States Governmment., The two-y7ear requirements for highway trensport
are showm in Tebles 1b and 15.

/Table 1k
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Two-ﬂeer Imoort Reguirements for Hishwar Tiansport

- Unit Total Unit  Dotal
Pleces weight tonnare price cost
_tons U.s.$ U.S. 51,000
Yehicles 46,075 140,668 £2.3
Trucks 36,150 3 108, %80 1 :@q,,c h3.362
Bussss 9, 040 3 27,120 000;00 18,080
Passenger cars 459 18 88 l 500;30 G833
Tank cars 458 5 2,200  3,000/pc 1,304
Revair trucks L58 5 2,200 5,000/pc 2,290
Accessories and
Equivmont 53,159 36,110
0il reservoir 1,150 200/ton 230
Tires 431,500 0.05 ”l 580 20/ne £,652
Accessories 939 300/ ton 4,180
Renazrr eguipment 13?3h0 1,400/ %on 18,148
Workshop for smare parts 3,180 20500
Constriction materials 220,206 1,016
Communication materiels _ o 5,280 1,675
_ _Total R 471,523 105,405

Table 15

m 2z
LWy gt J-\ U .L., L,J..itw. uo .I.J. L .-Juu. n_ 'J.L\-v L UL‘.L ch::: J. 'J... J-J-J_!‘...I. Wy o
N S T e e e e p b

Highvay repair (105,h32 Kn) 81,808
Terminale (22h) 13,700
Lorge stations (235) 7,230
Small stations (Lol) 3,005
Passenger stations (1,036) 1,267
Shelters (5,271) 1,318
Yorkshops (28) 62,000
Body Titting of passenger cars 0,073
Body fitting of trucks 14,721
Suriface repairs i 8
Poles and insulators I N

Total _199,192

% Prewar Chinese $1,00 =« U.S, $.291/2

/The equipment



EJCN,1/sub.1/C,2/v.1
Page L3

The equirment and materials programmed by UNRRA, and th se alrsady
susvlied to China, are shown in Table 15,
Table 16

Hipghway Equipment and Materisls Proprommed by UNRRA

Proprammed by

UNRRA
U.S8. $ ¥.T, Received in
1,000 China
M,T.
Highway and bridge construction hand toole 525 1,500 500
General construction eguipment 6,2C0 T, T30 -
Surplus property general construction i
equipment =, 500 16,850 12,500
Highwar and building construction repair .
materials o,b00 32,000 21,550
Fuels and lubricants 1,000 3,700 -
Total 13,085 61,810 24,700

UNRRA has also programmed 7¢ automobile renair shops, of which 35 have

arrived in China.

=1

n addition to the shortege of equipment, the rehabilitation of the
Lichways is also handicapped by the shortage of machine cperators and
maintenance men. Special courses sre now in progress for training additional
personnel.
Other Communications

The fvrnds UNRRA hes allocated for telecommunlcations in China
(U,5. 34,4 million) will only permit the rehatilitation to approximately
prevar status of lese than one-tenth of the maln telegranh and telephcne
routes and channels in the demaged areas, Because of this, the restoration
activities will be confined to an area south of the Yangtze River, and will
be limited largely to long-distance circults. The provincial government
iron-wvire telephone network, the extent of damage to which hes been estimated
at £0 percent, and on vhich efficlent regional rehabilitation so much depends,
is not included.

[Table 17
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Table 17

Tyrowyear Imvort Reguirenments for Telecommunicetion Faouioment

letric U
tons $1,000
Telephone and telegraph lire materials 3,570 2,467
Long-distance telephone equinment 2,180 2,2
Telegravh equipment 1,705 1,500
Local telsvhons lines and squipment 0,954 11,730
Radio communications equipment 2,400
Renair shop equipment and materials 1,41 1,133
18,831 21,430

/Table 18
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Tyo=rear Reaguvirements of Domestic Supvlies for Tired Telocormainizations

(Chinese $1,000 at nrewar value)*

Domestic Transportation Ingineering Salariee TOTAL
Materials - Cost Cost & Vages
First vecr 1ChE-LT

Long=di stance

telephone lines 2,804 2,003 1,302 * 260 &, 370
T=legraph lines 171 440 220 ol &olb
Long=-=distance

televhones and parts 423 187 278 10 808
Telenhone apnaratus )

and parts 620 5 450 17 1,192
Citr televhones 470 370 360 36 1,176

Total 4,438 3,025 2,680 285 10,529
Second vear JOL7-43
Long=distance :
telenhone lines 2,036 1,585 oR] 201 M, rTh
Telegrach lines 7H2 1,208 o34 278 3,660
Long=-distznce

telephone and narts 155 120 177 L 485
Telepranh apparatus 5

and. pairts 251 23 176 T 456
City telephones 420 330 320 36 1,175

Total 3,536 3,065 0. 548 5133 10,772

For the restoration of the Pcstal service, Chine needs CR$23,160,000
(at the prewar value of the Chinese @nllar) from domestic sourcss end
Uséhs, 872,150 for foreign sources. Reguirements for sir transport are

showvm in Table 12,

%  Prevor Chinese $1.,00 = U.S. $.29 1/2

1=+

/Tabls 10
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Two-vear Requirements for Air

Tab 1

T

L.l

Domestic
supnlies
(in Chinese

nrevar $)%

Import reguiremonts

~—

in U.SD'

Repair of airfields (28)

Repair shops (11)

Purchess of planes - 80 DC-3
Mccessories 30 percent

Purchasze of 20 DC-4
Acressories 30 9ercent

Training of nilotas, 100 persons

Training of radio operstors
© 100 persons
Training of technicians,
600 mercons

Total

¢, 330,000 1,400,000

726,000 330,000

10,400,000

3,120,000

. 7,000,000

2,100,000

3,300,00C :

1,650,000
5,040,000

20,996,000 =l 250,000

——

* Prewar Chirese $1.00 = U,S, $.29 1/2

/7. Foreien
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T« Forelgn Trade spd Balance of Pa:ments

Disrupticn of Normsl Trude Channsls

Tables 20 and 21 show China's average sinuel imports snd exp-rts by
chief cetegories in the years 1935-37. In the total import trade 439
represented consumers goods, 36% raw meteriasls and 21% capital goods. Of
the imports of Capitui goods, 215 came from Qermany, 19% each from Great
Britain end Japen end 18% from the United States. Of the total exports,

357 were plent and animal products, 35% industrial raw materials and only
10% manufactured gords, The largest buyer of Chinese exports was the
United States, followed Yy Japan, Great Britain and Germeny. Thus the
defeat of German; and Jepan hes cut off svurces accounting for 40% of
China's import of capital goods and cutlets for 20% of her.exports before
the war. With the world shortage of productive equipment; the establishment
of a capital goods ;nduatriea in China is essential for her own reconstruction
needs., |
TABLE 20
SUMMAEY OF CHINA'S IMPORT TRADE, EXCLUDING
THE NORTHFASTERN PROVINCES AND T/ IWAN,

AVERAGES FOR 1930 - 37.
(Values in US$1,000)

Total G. Britain U.8.1. Germeany Japan
Velue Value ¢ Valuc % Value % Value ¢

1.Capital goods 62,179 11,848 19.1 11,255 18.1 13,185 21.2 11,693 18.8
2.Raw Materials 108,312 10,438 9.6 27,329 25,2 14,925 13.8 11,033 10.2

3.Consumer goods 128,972 8. 403 6.5 15,498 12,0 7,696 6.0 24,155 18.7

Tote - 299,463 30,689 10.2 54,082 18.1 35,806 11.4 46,871 15.6

JTLBLE 2]
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TABLIE 21

SUMMARY OF CHINA'S EXPORT TRADE, EXCLUDING
THE NORTHERSTERN PROVINCES AND TATVAN,
AVERAGES FOR 193; 3T
(Values in US$1,000)

Total G, Britain T.8.h.  Germany Tapan
Volue Value % Value %  Value ¢ Value ¢
Plant end animal , ;
products .-121,611 13,071 10.2 . 137,263 30.6 9,923 8.2 13,030 10.7
Industrial rew 2 e ' :
m terials 77,057 5,107 6.6 18,265 23.7 5,181 6.7 13,705 17.8

Manufactured goods 22,889 2,057 9.0 2,013 8.8 °500.2 1,552 6.7
221,607 20,235 9.6 57,541 25.9 15,454 7.0 26,267 12.7

Loss of Exportable Commodities

The chief items in China's prewar export trade Cdnaisted of plant and
animal products end ‘industrial raw meterials. The production of most ofltheee
goods declined sharply during the war. Table 22 shows some of the principal
commcdities affected,

T/BLE 22
CHINESE EXPORTS AFFECTED BY‘THE WAR AS PERCENT

OF TOTAT. TRADE
(Excluding the Northeastern Provinces and Taiwan)

% of total value

of -trade- - -
Tung oil .. : 16.
Cotton piece goods, yarns, threads, etc. 8
Silk . ‘

Egge and egg prnducts

Silk, hides and leather . N
: Seeda, geed cakes and releted products

Tea ;

Rew cotton

Heir, feathers and wool

Bristles

Groundnuts and products

Cther textiles

Coal

Beans eand bean products

Tobacco

Fruitsa

Herks, medicines and splces

Cereals

Vegctables

Auimals, live

. = s =
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f2 has been seen in an earllier sectlon, the production of most of the
agrioultural commedities for export hes been greatly curtailed; for example,
g2xa bean dropped by 20 percent, silk by 89 percent, tung oil by 70 percent
and tea by 84 percent.. Similarly, the heavy loss of livestock has certainly
affected China's export cepeclty in respect to hides, skins and other animal
products. And as to cotton, faced with a serious shortage of clothing at
home, China will regquire large imports of cotton goods for acme consumption,
to say nothing of her inability to export these goods in the near future as
she did in prewar yeers.

Present Situation of Imports and Exports

These heavy losses in commodities for export and the urgent need of
Imports are reflected in recent trade figures., The value of exports during
the first nine months of 1946 wes only 23 percent of the imports of the seme
perlod, as can be seen in Table 23.

TABLE 23

FOREIGN TRADE OF CHIN® JANUARY-SEPTEMBER 1946
(in million Chinese Dollars)

Excess of Exports ao
Inports Expcris Inports over % of
Exports Imports
1946
Januery 10,914 6,327 4,577 58
February 16,601 4,544 12,057 28
March 4o, k35 9,260 40,175 19
April 128,534 7,460 121,043 6
May 158,436 19,873 138,562 12
June 136, BL€ 18,265 120, 581 13
Jul;:- 111,562 30,513 81,049 27
fucust 137,458 63,073 74,385 L5
Coptember £hs,801 7,357 178, 44l 28
Total
Jan-Sept. 997,387 226,713 770,874 23
1036
Jan-Sept. 685 508 117 71

/Nlnety percent
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Ninety percent of the imports and eighty percent of the exports in
September 1946 pesscd through Shanghal. The Shanghai trede may be separated
.into commercial imports and UNRRA supplies as in Table 24. The exports from
Shanghai is 23 per.ent of the commercial imports and 19 percent of totsl
impert into Shanghai.

TABLE 2k

FOREIGN TRADE OF SHANGHAI - JANUARY-SEFTEMBER 1946
(In million Chiness Dollars)

IMPCRTS ' Exports as 5 of
Commerclal  UNRRA TOTAL  Exports Commercial TOTAL
Imperts  Supplies Importa Imports
January 9,383 - 568 9,921 5,641 60 57
February ETATS 2,858 20,031 3,309 19 17
March 40,577 21,071 61,647 3,937 10 6-
Loril 81,510 15,863 97,373 L,o4é 5 L
Moy 17.997 34,618 112,615 11,105 14 10
June 122,619 31,67° 14,297 6,717 5 4
~ July 94,034 25,079 119,113 23,74C 25 20
August 317,935 34,271 1;2,2¢6 49,709 b2 - 33
September 222,606 66,200 _ 2ub.bsi =3, 520 2k 19
Total 161,726 23 ig

The main categories of imports for the first eight months of 1943 were:

In Million ¢
Ch.§ %
Raw meterisls 528,534 70
Daily necessities 180,854 2k
Mechinery and equipment Lo,232 543
Coal, fuel, pitch and tar, etc. 2,167 0.7
100.0

~ Raw coiton represented 46 percent of the rew materials group, amcunting to
Ch.$ 242 millions, or 2,279,085 quintals. Petroleum and related products

[came next
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ceme next with Ch,$ 121 millions (183,691,000 liters). In the mechinery and
eguivment group, weaving and textile meckinery a2nd chemicel apparctus were
firet.

The highk cost of the export products as & result of the inflstion
continues to act as & deterrent to exporis. In many cases, such as raw silk,

the present stocks are harvdly sufficient to satiefy home consumption.

Loss of Overssees Financial Resources

hina since 1877 has always had an unfavourable balance of commodity

o

trade, with a total excess of imports in cixty years of about Ch.3 10 dillion,
or Us$ 3 billion at the exchange rate of 1636. One of tke largest offsetting
tems has been the remittunces of the overseas Chinese. As & result of the
devastation in the areas vhere ¢ lerge shars of thess remittances originated

- .
(Southoast Acia and the Fhilinpines) and of exchenge ressrictions, this
source of receipts has suffered a serious blow. The rcamittances from January
to Novemtor 1640 totzlleld only US$ 65 million or 60 percent of the average
prevar figurs. The extent of Thinese investrents in Southeast fsic befare
the war is shnowm in Teble 25.

TABIE 25

CRINESE DOPULATION AND INVESTMENTS IN SOUTUIZAST ASTA

Chinese Pepulaticnz ILotimuted Chiness

{rough estinates) Irwegtnents Us$.,
Pailippine Ieslands 110,C00 (1931) 100, 000, 000
Nstherlonds Indies 1,3%5,000 (1237) 159, 660, 000
French Trdo-China 27,000 (13%0) €3, 000,000
British Maleya 2,300,000 (1540) 200, 000, 000
Burwa 154,000 (1927) 12,000,000
Thailand 2,500,000 {2 ) 1“’.v\J 0C0
6,876,000 642, 000,000

— ———— e

Foroima Losna, UNREA Supplies and U.S. Surnius Meterials

Since the end of the war, forelgn exchange in the form of foreian
leans has been nade available to China as folleows:

/(e) Loans



{2) Iloans from Cenadian Governmant
for the purshase of ships and
other rehebilitation supplies
from Canads ves $ 50,000,000

(b) From U.S. Export-Import Bank

1. For cotton $33,000,000
ii.  Yor railway meterials 16,650,000
iii. For power plants 8,800,000
iv. Tor mining eguigpient 1,450,000
v. For ships __ 6,844 0CO

$ 65,744,000

$126, T4k, 000
The items in the UNRRA prograrme for China total US$ 535 million in
value. In acddition to these sour:zes China acquired a quantity of U.S5. surplus
vaer materials and equirment in the Pecific, costing originally US$ 800 million,
togethisr with a credit of $30C million to facilitete thelr reconditioning and
use. Tae present real value of the equipment is unkncwn, although tke
account was fixed a2t US$ 170 million. |

Rezcent Chinese Trade Regulations

With the large ezcess of imports cver exports and thke conseguent drain
on its foreign exchange resourcee, the Chincse Goverrment, as & prctecitive
measvre, announced new regulations affecting foreign trade in November 1946,
£ ouote wos oot én the importation of cach ccmmodity, exXcept 1n the case of

roductive machinery and cquipment, and the importation cf luxuries wes
temporarily probitited. {35 & result, there are 1ndicaticrs thet the excess
of irports in December 1946 was considerably lower than in previous monthe.
Balunce of leyments

The balcnce of pajments in 1G47 will depend very much on the extent of
rehabilitotion to be undsrtakern, and the externsl financial resovrces which
can be mode aveilable. Assuming no additional extcrnal financial receipts
and the reduction of relief and rehabilitatlion needs to an a&bsolute minimum,
the Chineses Governmert has estimated its 1947 balance of payments es shown
in Table 26. It should be noticed that imports for "rehabilitation” are

estimated at only USE 100 million, and that no allowance is estimated for

"reconstruction."”
JTAELE 26
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ESTIVATED BALANCE CF PAYMINTS FOR 1947

(4) TForeign Currency Receipts
UNDRA aprropriation (contra cf Item 9 below)
¥iports
Unreccorded exports
Inward remittences
FPoreign investment in China
Toreign expenditures in China

Repatriation of capital by sale of
uithiocked funis, eto.

Payments to China under creditls and purchase
agessuents existirz 3 of 30 November 12L6
(contra of Item 10 for gorvcymeent imports
unier credits in {B) below)

O0TAL
(BJ Payments in Foreign Currency

UNIIBA imports

Govermient imcorts v and

purclase agreemsitg €

30 Novarher 1945 (eomoviging surplus

propariy, Eymori-Iaport Zank credita,

2
Cenadian credit)

-
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Rchadilitetion, chlefly of railways end
WaLoTWRS S

Lizl economic reconstructien (Irieign
excricnge reserve positlion necessitaies
iezion of any provigion for this iteam
and a reduclion to 100 for precsding

tem in 1947)

Govermasnt imvorts yaicd for in cash,
including ligula fuel, baninotes, etc.
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TiBIE 26 (continued)
ESTTMATED BALANCE OF PAYMSENTS FOR 1947

(US$ millions)

culy-Dec.
L 19k7
1k, Ordinary imports (1046 figures are aciual;
1947 estimated, i.e  otton 175
fooil g0
petroleum
procucts 50
all others 135) 300 L60o
15. Unrecorded imports 30 L6
16. Yorelgn debt service, not including prewer
é¢ebt in arrears 68 60
17. Miscellensous 25 __50
TOTAL 750 12368
(C) Tetimeted Deficit 332 381

Prospective improvement in 1947 deficlt ic due to adoption or import
coatrol on 17 lovemver 1546 and to deferred UNRRA arrivals plus Unlited States
surplus property, which makes it possible the further reduction of impor-ts.
The eatimate has made minimum allovance for its 1947 food and textile nceds
in atove tabulation. Even alloving Ior UNRRA izports, it willl still be
necessexry to imports US$ 175 millions of cotton, and US$ 80 millions of food.
These two items., 1t is apparent, constitute a major poriion of the 1947
deficit. With respect to general imports, through her iuport controls,

China is ncv in a position to enforce her schedule, which is based on bare

essenbials.

/7. Finance
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75 EiEanee

Befecra 193&, Clilna was on tlke silver standerd. The price level and
fereign trade were geared to veriasticns in the geld-pilver price ratic in
the silver-preducing coun'r .s. In 1934, the Chinese Goverrmuent Irpesed
a duty cn silver expert, verying the rate according to the changes in the
geld. silver price ratio, In Noverber 1935, the mvnetary standerd wes
changed to gold, and the exchange rate with sterling stabilized. In the
maanline, the accounting curremcy of teels, viich hed special use in
forsign trads practice, was abolisched. Leccal puper notes were rectricted,
ard, with the exception of small loczllities, the currency of the whcle
country was unified. In the Immediate prevar year, 1936, the balance cf
paymentis wad favourable. Toreipn exchange holdings, which vweve increoasing,
vere large, eud were egual to S50 percent of all rotes cutstanding end
demand liebilitiles of the Central Bank, The principal extsrmnal Ptonds were

selling sbove par. The tax syetem, vhich vas beirg restored, was

?
impreving, end the'Ga?erhment‘s revenue wag Increseing, n the eve of the
war, tle country's financiol situatlion was scund,

Turing the war, the loss of a&ll coastel cities, where Indusiry and
trade in China was concentrated, took from the Central Government its
major scurces of revenue, Ilncluding the customs revenue, salt tax, and
excise tax on fictory products, These thres were the scurce of more than
80 porcent of the Central Gevermment!s prevsr revenue, Since the richest
avcus wzre cccupled by the <apanese, returns from income tax and bonds
were Insignificant, und with heavy military expensss, the deficit wes
mourting, It was only after 1941 when the Central Govermment tock over
the lend tex from the locel goveriments and cocllected grain inctezd of
merey that the goverrment ves saved frem dankrupte;, Thae reael income of
govariment emplcyees had shrunk to a small fraction of the prewer level,
which accounted for the decrease in government efficiency,

/The scexrcity
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The acarcity of commodities in free China; the blockade, and the loes
of the major sources of rsvenue, rzsulted in an lncreased note lssue, and
a subctantisl wertime prics increase, averaging from 150 percent to
200 percent per znaum, On VeJd D2y, prices in Chvngking were 2,500 tiues
as hizh a3 those in 1937,

Prices in the Jepancse-occupied areas rose even higher, In 19k %45,
the Jepenes2, reolizing thsir eventual dsfeat, boosted the note lssue 1n
crder to seize commodities. Prices in Shanghal rose 1k ﬁimea-frcm 1943 to
194k, and ancther 2L times from 1944 to 1945. On VeJ Dey, prices in
Shanghal were 86,400 tines as high as those in 1937, ZEven after V.d Day,
the Japunece continued to issue paper money in large quentitles tefore the
rocccuputign by the Chinese. The sgame policy was edopted by the Japansse
in North Chine, After the rscccupation, the Chinese found a much larger
quantity of encwy and pvppes-government notea then the total queniity of

the lesal tendcr notes:

Note Tesuven of the Puppet Goverrments ("Chinece Dollars")
Centael China $k 930, 256,523,800
Reatll Chinag \00 00G,C20 CqO
Hortieaptorn Frovinces 12 000 coo 0“0
Inner lcngelia 3 500 20, ObO

Aiter the ccnverelon of the puppet notee, except those circulated
in the Nertheast provinces, the total currency In circuletion at the end of
Octcber 1946 was estimated at Ch,$2,153 bdillion, The prices in Shanghai
according to the index numbters of the Central Eenk of China, vere 5,317
tiues those of 1937, Tctal depoeits in all banks in Sepieuber 1946 was
estimated at Ch,%390 biilicn,

The Central Government budget fer 1747, including sutsidies to local
govermmente is Ch.$G,220 »illicn, of which about Ch.$1,000 billion is |
earuariced for the inprovement of trencpert and communications, end Ch,$500
blllion for othsr reccrotructicn work, However, since Industries :nd trede
have not fully recovered, the total revenue will be only Ch,§7,000 billiocn,
Inelvding Ch,$3,600 billion from the sale of confiscated Japenees goods cnd
part cf the United States surplus properties. The deficit is estimated at

Ch.$2,220 villien,
/II. FriSENT
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ITI. PRISFNT DITFICULTIFS AND PLANS FOR TEE FULUEE
The tosel Import regulrements for Cuina's relisf and relhaiviliiation
progrotae wors origizelly esbimated In 1244 et U.S. $2,529,677,000, end
the arount requested from UNCRA vas U.S. $945,045,000. UNIRA apprcpriatiors,
however, totalled only U.8. $535,000,000, ome-fifth of the original estimated
import reguiremsats.

Tobla 27

—_—

Total) Ragnlrements of China's Rellcl wsd Rehabllitation
Progratee, Excluding Northeasterr Provinces
end Talwen, and USREA Prcgrarme
in China

Total Requirements

(lrinese Tnpor Tegrveat TLRDA
Exvenditures Suppllies from UNTDRA Progrsrme
Ci.$1,000 U.S.$1,000 U.S.$1,000 in Cuiinc*

U.S.$1,000

Food 200,000 316,840 153,881 131,500

Clothing 150,000 Q73,203 15k,019 55,900

Hzalin 23,515 5,004 65,00k 51,250

Agricrltirs 20¢, T 86,350 TT 476 £0,0:0

Infuetries 1,153,500 348,500 115,000 186, 320

Traaenoiation 430,964 063,014 330,102

Shullew 1C0,000 25,000 5,000

Flacicd areas 139,570 6,500 1,500

Welfare service 160,817 32,531 32,531

Displaced parsors 39,098 5633 _ 5,633 o
2,727,164 2,529,677 945 ,0L6 235,000

* The cabtegoriee in tho UNRRA prograrme are different from thozz in other
clasaifications

Althcuzh the UNERA allccatlions for Chire represontcd the lergest
expenditure prograrms for any sirgle couztry, ths total figure of U.S.
$515,000,000 arourted to only U.S.$2.01 pe= capita of the population of
cccupled China.

Te begir to restore %' . originrel productive capucity of the country,
Caina's tq}al irport recuiremsats for the next two yeers are eshimated at

U.5.$3,824 millior. From this sun ray be deducted the UNRRA allocations,

[the Untted
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the United States war-surplus meterials, and other loans - leaving 2 net
requirement of U.S.$2,953 million (or around U.S.$7.00 por cepita), as shown
in Table 28.
mahlae 28
Urgent Tuport Reguirercnte Wext Two Yeers

(U.8.$1,C00)

Trancport end Commurications 787,984
Rail trane;ort 408,123
Water brensport 227,030
Highway transport 109,805
Alw ira'}f-"o:r ation 24,350
Tslecommunication 13,200
Poctal servics 4,872
Machinory 1,543,500
Basic materials 167, 300
Ircn and s*ﬂe‘ other than
those inciud:d in sbove 1itsus 67,500
Tiwber 21,100
Noz-Terrous matals, cementis,
enc ulscellanecus 6,700
Patroleum proiucts 72,000
Agriculiural rehebilitation 83,000
Foritillusys . 2k, 000
ALl others 59,000
Food, textiles, etc. 613,800
I‘Ohxnuu.&.?rﬂ ETOJOOO
Cutton textlles 5,000
Rav cottion 162,200
Others 156,600
Shipping and insurance, 20% : 678,277
Mote) c.t1.1T, 3,773,861
Techrical ssrvics 50,000
Total goods and services 3,823,861
Decuct:
UNRPA progremme excluding medical supplies® 493, ThO
U.S. surplus, (rounga esitlmats) 250,000%%
Loens 126, Tul
Total 870, 484
Nat Tctal Requirements 2,953,377

[

¥ Modical svpnly is excluded btecause that iter has besn omltted in the
prosant estimate of the irport requirements

*¥Ectimated economic value of war surplus for industrial uses
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2. Reconstruction Plans

The Need for Industrialization

The per capite national income of China is one of the lowest in the
world., Even after adjustmente for differences in prices, mevketing
structure, end famlly services, the aversge gross per capite income in
1¢31-26, according to T.C. Liu, was only U.S.$40.70, or 7.5 percent of
that of the United States - or, if not adjusted, U.5.$20.50, or
3.8 percent of that of the United States.

Further examination of the composition of the national income revesls
that 60-65 percent of the income in China for 1936, excludin; bhe
Northecstern provinces, was from agriculture, and 9-11 percen® from
menufacturing, includinz medern factories, handicrafts, and household
industriee, If we take the year 1931, the gross income from agriculture
wes éven higher, TT.S.percent, and from manufacturing, 7.7 percent.

Teble 29
National Income of China, 1936%*

Excluding the Northeastern Provinces
and Taiwan

"Gross national product” "National income"
estimated by T.C. Liu estimated by
Academia Sinica

Value Percent Value Percent
Anriculture 15,63 60,4 16.93 65,0
Mining and metellurszical 0.57 2.2 0.29 1.1
Manufacturing 2.9k 11.h4 2.h1 9.3
Construection - - 0.20 0.8
Transport and . 0,27%# 1, 1% 1.05 k.0
commnications
Commerce 1.99 7.6 2.57 g¢.9
Financial transactions 0.10%x% 0, hrxx 0.29 1.1
Residential houses - - 0.92 3.5
Professional 2. bk 1 § 0.30 L&
Domestic services 0.02 3.5 = =
Government 1,03 %*%% 3. GRERE 1.00 3.8
_ 25.89 100.0 2G,Q5%¥%*% 100,0

% Value not adjusted for natlonal differences In prices, marketing,
structures, etc.

¥* Modern transport and communications only.
*¥%¥¥% lModern financial institutions only.

*%%% Tncludin: educational institutions.

EURC RTINS IM_f e Sdhces T oo moaveansmad hir Abthan 24cama +a $ha Avdkame A M & A9 2113 Aam
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It was estimated some years sgo, that the amounts of machinery per head,
toiiing the irdustriel countries in Northwestern Europe as 100, vhich made
the United States 405, was only between O end 1 in China; one-fourth of tae
world's population ls therefore practically working with their bere hands,
Recent studies have shown that the industriaslization of the under-developed
areas will not only raise the standards of liviny of the people involved,
but will also encourajge the trade of, end tring progperity to, all the
industrialized countries. The beneflt to be derived by all from the

industrislization of China, which embraces sc much of the world's population,
ic thus obvious,. '

The Potentialities of Industrialization

The undeveloped materiel resources.

Though relatively small as compared with the leeding industriel
countries, especially in respect to petroleum, weter power, iron end copper,
China's potential resources, are sufficient for at least a moderztie

pro;rémma of industrislization. Failure to exploit them not onl; keewns her

own stenderd of living even lower than necessary, but also serves as a drein

cn the resources of the highly industrizlized countries,

Tahle Qﬂ

Estimated Netural Resources of Chine¥

Vater-pover resources (evcludin; Sinkians and Tibet) &l , €94, 000 kv,
Coal depositas: 240, 847,000,000 M,T.

Anthracite 46,089,000,000 M.T.

Bituminous 183 565,000,000 M.T

Lignite l692 oao 000 M.T -
01l Deposits: 521,000,000 M.T.

Petroleum oil 206 GOO,GCD M.T. '

Shale oil 315,00C,00C M.T. .
Iron deposits 1,503,000,000 M.T,¥**
Copper deposits 2,000,000 M.T.
Lead deposits 2,695,000 M,T.
Zine deposits . 155,000 M.T.
Aluminum deposits _ Fairly abundant.

# Mest of the figures are based on rou h estimates subject to revision
as more detailed survers are made. '

** 873 billion tons, or 58 percent are in Lianning province, Manchuria

/Tungsten ore deposite
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Teble 30 (continued)
Tun;eten ore deposits _ 5,000,000 M.T.
ﬁntimony deposits #*
Tin devosits 600,000 M,T.
Mercury deposits 20,800,000 M.T.
Forest land 200,000,000 acress

In evaluatin;, China's resources, certzin qualifications must be made.
The sxcessive seascnal changes in the water levels of mcst of the rivers,
the remoteness of most of the imter-powver resources and the petroleum-oil
deposits from the present industrial centres, the wide distance of the
colting coal resources from the iron resources, the inferiority of most of
the iron ores, deposited thinl, in scatiered areas - all these factors limit
61f101ent and economic exploitation. But many of these problems may be
gradually solved as communications ere improved and cost of transportation
lowered, or wvhen nev industrial centres near the source. of resources are
developed.

As to agricultural raw materials, China produces fairl: larsge
quantities of raw cotton and flax, which may be further increased by
sgricultural improvements. She also normally exports soya beans, tung oil,
bristles, tea and silk, but the production of wocl is very small.

The Domestic Market

Chine has an estimated 478 million population vhose standard of
living is waiting to be raised, The increased productlon resulting from
industrialization, if well planned, would be practically all absorbed b
the increased income of the people. themselves.

Lebour Force

The presence of a larze labour force in China with an exceedinzly
low standard of livin: is generally regarded as a factor hindering
industrialization. This is the case so far as the cheap domestlc labour
competes with the expensive imported machines., But once the technics

have been acquired and the machines are made by the people themselves,

* Total deposits have not been estimated, but there was surplus production
for export before the war,

/these machines
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these machines made with cheap lebour can be used as a substitute for
domestic lebour just as economically as expensive machinsry in the United
States is used as a substitute for expensive labour. An.excellent
illustration of this is Japan whose labour cost, ruch lower than in the
Western industrialized countries, has helped instead of hindered her
industrialization, The bottlenecks which the country striving towards
industrialization must pass throuch ere the economic utilization of the
first set of imported machines and the buildin. up of a body of
technicians.

The Five-jyear Plan

In 1945 the central Planning Board of the Chinese Government, in
co-operation with different ministries of the Executive Yuan, drafted a
moderate five-year reconstruction plan (The plan is slightly more
ambitious then the prevar plens in order partly to offset the delay
of ten years)., The prosramme puts. speclal emphasls on transport
thie cost of which constitutes ncarly 40 percen™ of the totzl prosremme,
This item includes 14,331 km, of railways, 62,300 km. of highways and
1,067,000 +one af wmtar erafte Nevt in order come manufacturing.
minin, and metallurzy, pover, water-works, and agriculture. Since
ferm machinery and fertilizers for the improvement of agriculture are
included in the category of manufacturinz, and irrigation is included
in the group desiznated as water-works, the relative stress on agriculture
may ve partly obscured. In.ﬁanufacturing, nearly half of the expense
is devoted to the textile industr;, followed by the chemical industry
wiiich includes the manufacture of fertilizers.

In consumpticn foods, besides the incresse of 5 million tons
of wheat and 2 million tons of beana, the plan pays special attention
to animal protein food and cotton textiles, both especially short in
China, The averase annual per capita consumption of animal proteins
before the war was TC calories. The five-year plan would increase
the production of milk by 90 percent, fish 87 percent, meat 30 percent

and eggs 25 percent. The prewar annuel per cepita consumption of cotion
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tetiles was 8.8 motres; the five-re=r plan would increase tais fiure to
16 nmetres;

About one-half of the expenditures on the prozremme ls to be spent
Tor domestic materinls and labour, end the balence for imported materials
and ecuipment and services of foreign exporﬁs. Ths direct personnel
reouirements of the plan ere ectimated &t 5 million men,

Unfortunately since the revised five-year plan ig a secret document
and has not jet been releesed, it is not cveileble for reproduction here.
Hovever Mr. Alex Taub, who spent two years with the assistance of man;

technical experts, in drawinz up the Guide to the Industrielization of China

wiile he wag the Chief Enzlneer for the Foreiyn Iconomic Administration
of the United States Government, has made an independent ectimate of
China's absorptive capacity for five rearg., The resglt corresnonds very
closeiy tq the Chinesze five-year plan. A sumery of Mr, Taub's estimates
ig reproduced in Table 31, |

Table 31

WINA®S ABSORPTTVE CATACIIY TOR FZ?Ef?EAFS,
ESTIMATED BY ALZX TAUB

(Us$ 1,000,000)

Import Reoulrements,

1. ZEquirment:

Tranusport 1.847

Railways 50

Higweyrs 342

Water trens»ort 673

Air transport 50

Poetal service 5

Telecommnication 65
Pover 3le
Mining and Mstallurgical : 533
Menuizcturing ! Te2

- Mechaniczl 12

Elecvrical eguinment 50

Chertical industry 313

Textile 238
Azriculture 125
Irrigation 3l

Totzl eculvments 3,370

%]
=~
#1]

/2. Basic materl
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Table 31 (continued)

Import Requirementis.

i

Brought forward 3,370
2. Basic materials and supplies kot
Total equinuent and materials 3,867
i Technical Service 100
Foreign Experts 65
Training in foreizn countries 36
GRAND TOTAL 3,967

Need for Internationsl Co-operation

Capital

With her exceedirgly low per capita income, annual savin s from
income in China befors the war were negligible. After eisht years of
a destructive war, the nationel income hes been atill further lowered,
in many localities below the subsistence level, Meoreover, even after
rehabilitation, the ennual savings will be insignificent. It is for
this reason that foreign capital in the form of either loans or direct
investment is necessary to speed up the industrialization process to
enable reconstruction ana development activities to take place without
further lowering the standard of living.

As to the repayments on the foreign loans and direct investments,
China will depend to a large extent on the exportation of certain mineral
products needed by other countries, such as tungsten, anfimpny, tin, or
even coal, and agricultural products, such as soya beans, tung oil,
bristles, nuts, silk, or tea. Some handicraft and art objects like fine
porcelains, embroideries, carvin-s, etc., will also be developed for
export to repey the loans. Finall;, the tourist trade may be developed
into a larjze-scale source of revenue once commmications are improved.

Technics and Menazement

Industrial technics and manaerial experience are reguired for

1ndustrializqtion. Mention has been made of the destruction of the
/technicel
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technical colleges and 1ndustfiel centres during the wer, vhere techniciens
snd menegerial staffs might have been trained. A nore comprehensive
vell-:lanned training prosremme must now be ireujereted to meet the
technical personnel reguiremsnts. Here internationel co-cperation is
urszently needed,
Loui went

Since China's under-developed metallursical end mechine-tool
industriez have éuffered heavily from hostllitiss, reducing their

1lsinel capacity br 10 to 30 psrcent the country hes to depend on

tihe immortation of practically ell kinds of machinery, especially in

the initial staze.

/3. Proposels



E/CN,1/0ub.1/C.2/M,1
Page ©6

3. ZProposals for Meetins China's Rehabllitation

P — s i e —

and Reccustruction Resealreasnis.
AL AL R R

Japcnese ideparation

After si.;hi years of general warfare, fourteen years of the encemy's
usurpation ol power in the Northeastern provinces, and [ifty years of
occunacion in Taiwan, China has suffered such tremendous losses that there
is no parall:l to be found irn oth:sr countries attacked by Japan. The loss
of humon life, the famine, starvation, and the lack of shelter and
clothing, the degeneration of health, education, and traiﬁing, the
rhysical losscs to agriculture, transpor:, mining and industry, and the
retardation of the rate of growth of the general economy, may be ascribed
to Japaness aggression. In fact, even the political chaos, which had
retarded so much the economic growth during the 25 ysaﬁa of the Chinese
Republic before the war was sggravated by the Japan=cse separation policy.

The Chinese .eel that the Jazpanese should campensate them for their
losses. There ie in any case an urgent nced for the reconstructicn of
China, not oni’ vo compensate her for losses sustained and to raise the
svandards of living of a large part of “he world's population, but alsoc to
FA11 ‘the wrastinm Yaft he' ths wisontie olicn Lo vYesbtrict Japansse lodusillal
accivivies and thus prevent the latter Trom reviving in such a way as 1o be
able to wazs more wars,

8 Tar as it has been possible to determine China's attituds towards
the reparacicns guestion, the following appear to be the main principles:

(1) Those industrial and utility plants in China which have been

damaged or dismantled, as a direct or indirect result of the war,

should be replaced and expanded with similar eguipment to be taken
from Japan. |

(2) Title to those industrial rlants In Japan, used exclusively for

the processing of Chinese raw materials and production of commodities

irainly exported to China, should be transferred to the Chiness and the

/plants
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plants moved to the mainland ©to utilize local materials and chue
secure better:econcmy in production,

(3) from the equipment to be removed from Japanese plants having
Cilrect boaring on war activities, tihioee items most urgentl; needed
Zor completing China's economic reccnstructicn should be alloted to
vhina with due consideration, of course, for the just claims of cther
devastaved areas,

(%) The major portien of the superilucus Japanese industrial
equipment, such as irorn and stsel mills, steam electric power plants,
shipyyards, machine toocls, etc., shculd be diverted to China to
establish a balanced develcpment of the FPar Fastern aconomy.

(5) A numbsr of recurring goods shculd be supplied from Japan
outright, or annually for a maximum perliod of five years, in order
“o furnish China hey most urgently needed commodities during the
Pixcl Jew postwar years. Theee commodities should include cogrer,
sulphur, sicel, glass, rayon, pulp, timber, mulberry tree seedlinge,
sillwoims egge, phenol, ete,

It is Purther proposed by Chinese planners that a number of limitcd

companies for making productive use of “he industrial equipment obtained

fron Japan should be organized, with fhares for most of these new cumpanies

opan for public subscription, LTTiclen. management would be insured by
acquiring technical and managerial assistance from the leading concerns
of the highl: industrialized countries, New equipment and tools not
available in Jasan should be brousht rom other countries. Execubives,
enzinzers, and f-remen should be properl; selected and trained. In the
initlial period, In eoms of these new plenis, a small number of Japancse
teclnicians miil% ze smployed to help in the 1lnstalletion and stariing of
operacions, unoer the stpervisicn of Chinesss executlves,

™

The eighoe=rear war botween China and Japan has been over for one and

a half yecrs. Because of the wideszpread devastation and the sxtsnoive

I
/aeeds Tov
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neads sor rehghilitaticn and reconstruction which cannot te secured from
oth»” sources, the Chinese people ccniinue to suffer, and may still
conuinue to do sc for & considerable length of time. Since Japan is
respensible ror the disasters, the Chinege fesl 1t ic Imperabive to gattle
L2 rspeiation claine against Japan, and trensfer .the properties to China
‘as well as the other claiments at the earliest possible moment.

Bducaticn and Tralning

In view of the heavy losses sustained by educational institutioms, and
the nadequale education and training during the war periods, intermational
co-operation in this field would be excecdingly valuable in the
renepilitation and reconstruction of China, Outstanding professors in
wecknical fislds and laboratory squipment should be ssnt to China ©o help
es.eblish training programmes; Chinese graduates should he sent abroad for
further studies and experience in scthools and factories .of the highly
industriallzed countries; and englnesrs and tecknical experts from other
countries should be sent to Chira to kely plan and establish the more
importany industries.

Meny other steps to assisi education could ve teken, For example,
technlcal and college textbooks published in the United States and
Europeen couniries are too expensive for Chinese students. It would
greail; assist Chinese education (and probably education in other
Far Gastern countries with similar low standerds of living), if cheap
editions of technical and collsge textbocks could be pub;ishgd fpr
excluz’ve use of specifiled Fax Eastern countries. Cne of the book
companies Ald this bsfore the war. It has been estimated that to send
the priated slicets to be bound in China would reduce the cost of the
bodks by cns-thiyd and that to sond the plates to print the bocks on
cheaner paper in China would rvesult in savings of two-thirds to four-fiifths
of thz votal coet,

/Fcod, Clothing
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Jemine s still stalking many paris cf China, ard tens of milijons

ars racing starvation, or livisg considerably below the subsistancs level.

w

Clevhin, and housing are &lso visally noeded. UNRRA supplies, the olvipment
of whicii kavs besn substantially increased recerntly, will be of grzat

ascigience in 1947, Towevsr, the need i3 so great that similar aid will

J

have to conbinue after the temination of UMRRA.

Mining, Inde ; Trancport and Comrunication

-

I the Javenese reparaticns materials reguested by the Chinese

govermaent, conld be transferred in the near future, and the proposcd

meacures [or international co-operation in technical trairing be ensedily
adopted, furth-r nresent requir_e;mnts n the rehabilitation and
recoas.ruction of mining, industry, tramsport and cownmnication would be
limlood to relovivsly smaller guancitizs o
tecln’cal azgistance, and sr Ller sus of money wceuld be needed fov
financing the various »rojecis. Cne of the alternatives, il ths yrrnretions
and the trans’sr of property should for any rsasoa ta delayed, woull be to
so z.ranse LUhe i1inencirg of the rehabilivation and reconstruction of

minin,, indusiry, transport and communicet’cns from other internaticnal
gounrce that the loans would be repaid by the Japanese recarations when

the latier is settled. Tais precedure would -avold undue delar in the

gconctle recovery and would seve much unnecessary proloaged suffering In

- —





