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PREFACE

The study of Ohinese economi¢ and social problems requires that

vqgfﬁain fundamental Chinese conditions be kept conétantly in mind by
the Western ptudent,; lest he attempt t0 snalyze from the gontemporary

eeénamic and soolal viewpoints of his ewﬁ gountry. Accomplishments

and plans must bothrbe>@pgsiée?edrin rolation to what has gone before

and what is within the realm of pnasibility'under.given conditions,
rather than by eemparisoh with accomplishments and plans in othexr
countries where the baslc sitnation is entively different.

In this paper money is expressed in termé of Chinese National

" eurrency unless otherwise stated. Chinese terms that have vo exact
English equivalent have boen explained in footnotes on the pages wheye
they have first appeaved.

Chinese statisﬁica are 8 veritable Chinese puzzle and must be
accapted as an approximation at best, The Chinese do not have our
regard for sxaetnessgnanﬁ they are handiscapped by the lack of trained
statiabical warkers and a shortage of mechanigal means of caloulation.

Statistics, for the most part, ave as likely to be understated because

444~49£4ine$mp%etan@sslasAtafbsfpverstatedfthpcughmtheﬁinc1usiengofgest1m

matos. The most relisble sources avallable have been used and have

been oited.
Reading for this paper was begun during the summer of 1941 at the

Wérkshop in Far Bastern Relations at Mille College, sponsored jointly




A2

. Borg, Mc. W, L, Holland, Mr. John Oakis, and Dr. George K. Taylor, all
~of the‘institute of Pacific Relations in 1941, were of great help in
suggesting materials and in making them available, Miss Ida Pruitt
vaInduaéa, Ing., and Mr. Maurice Colombain of the Cooperative Service
of the Iaterﬁa%icnal Labour Office also furnished some of the materisls

not readily obtainable. v

Dr. Charles Norman, under whose direction the paper was writben, ’

made many helpful suggestlons, for which the writer iz most appreciative.
Alma Schocks

Sacremento, California

June, 1946
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INTRODUCTION

The CGhinese Republic, proclaimed in 1911, has had stupendous
‘handicaps to overcome in its efforts to assume the place dus a largs,
- populous, and cultured nation. That it had made definite pragress»was
ainpareat from its record in World War II, when its notional unity and

spirit sufficed to withstand for sight years the attack of a militarily

éupericr snemy. ‘The very size and age of the sountry, with its senée
of antiquity and tradition, have made 1% move more ponderously than
newer and smaller nations,

When the Nﬁtionalists assumed the responsibillty for modernizing
tpe counbry in 1928, they féceﬁ Sisheartaning conditions., Yet from
the beginning they had an ldeal, the essence of which they expressed
by the term "reaonstru@tioﬁ#‘ Bun Yat-gen, the reversd revolutiocnary

leader, em?hasized this key word in all of his temchings. One of his

books, The Outline gg‘National Reconstruction, was sald to have "served
practically as the constitution of Nationalist China." Three other

books, whieh tagéther have been known as the Program of National Re=-

eonstruction, Dr. Sun called The Program of Psyehological Recon-

' ahruotianfgwhegﬁregramiggiSaeial—ﬂecanstruetien;~and;ThefPregram*ggjffgf"ﬁ"**W'”W”?

Naterial Reconstruotion. "

GhiangvKaiaghﬁk, China's groeat wartime leadér, has maintained the

continuity of the ideal fi&sﬁ enunciated by Dr. Sun. A cdllection of

Chiang's speach&é bore the titlé, Resistance and Regonstrugtion, and

1 Leonard Shih-lien Hs®, Sun Yat-sen, His Political and Social Ideals,
PPe 38-39. . '
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in the foreword the oxplanation of the title was as follows:

In almost overy speech made by Generalissimeo Chiang
betwesn July 17, 1937, and Janvayy 12, 1943==the first and
last items in thig volume-<~the theme of "Resistaunce and
Reccnstruction” is stressed. The dual chord was sounded
from the sbtart, in the first twe messages he deliversd
after the ontbresk of the wary it hag reverhsrated everx
since in his utterances snd it has been proclaimed China'se
nationel program during and after the war,2

Unfortunately for China, Dr. Sun wrote in general rather than

specific terms, and he had certain natural changes of opinion through
the yssrs, Thus his precepts were sufficiently ambiguous to lend
themselves to variocus interpretations. ﬁé group can be found in China
todasy that does not pay tribute to Bfelﬁﬁnﬁs ideals of reconstruction,
The Gommunists, who were a part of the Kuomintasng in the beginning,
| ar;ono excepbion, The only confliot is in the interpretation of
Br; Sun's woprds and the steps to be taken to implement them. Since the
Koomintang snd the Communists have this common ground,‘a sincere attempt.

én,bash sides to go back to fundamental prineiples should make some

chkaﬁle compromise not impossibles

The word "reconsbruction® as used by the Ghinsse does unob msan the

restoration of a former system. "Construction” perhaps would have been

;4,4Algg_gggggglgxggﬁgﬁgmmy;fgngaAstudyfafgths;@lansvformreeeﬂstrnetienfravealsf—’ff~ fffff S

that what is envisaged is nothing less than the creation of a modern
state in which the average Ghinaée may have an apportunity for a fuller

life than he has so far enjoyed.

ﬂr@f th@" fOI’QWOI'd Wf‘ittaﬁ byChin—lin Hsia, e




Reconstruction was the major aim of the Chinese Revolution., I%
gas a patriotic slogan during the way with Japan, which accentuated the
need for reform and rehabllitation and focused international attention
on it, In peacetime Chinese reconstruction will continue to be of
internationdl interest, as world-wide reconstruction becomes a concern
‘of the Unitoed Nations Relief and Rehabilitation Administration and of
the Zconomic and Social Council of the United Nations Organization,
Cooperatives have proved ﬁo be of value in raising standards of
living inlmany countries, The work of eaoperatiﬁes in the Scandinavisn
‘ceuntriaa aﬁd in Fngland is perhaps best known; but,before'the woy
eoopaia61VGs in Frence, Italy, Czechoslovakis, Germany, India, and other
countries had many accomplishments to their evedit. In China cooperatives
have fregquently been advocated as a €ype of orgaﬂizatién tending to
‘ Qrémate the "Peoplets Livelihood"; one Qf the "Three Prineciples® of
Dr. Sun.
Cooperatives alone cannot bring aboub recenstrugtien, although
ﬁhére is evidence availahie that a strong cooperative movement eventually
"~ hes the effect of improving living conditions of entira commnitios, and

in some cases has been an important factor in benefiting an entirve

eeﬁntny‘ Used in ggéﬂ}g;%;;ggéggik;;gggge8 to improve gﬁQéaﬁian, health,
and trénspartatien facilitles, cooperatives could have great potential
value for China,

 The objécﬁ of this paper is to plaqe cooperatives in relation to

the reconstruction movement as s whole, and to estimate the extent to

which cooperatives are an effective instruwment of economic reconstruction,



~As the RKuomintang or Nationalist Party has been the governing peower in
.  China since 1928, this study is of negcasglty a desoription of co-

operatives as a phase of reconstruction under the Fuomintang,

4
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Chapter I

BGONOMIC GONDIPIONS UP 10 THE NATIONALIST

REVOLUTTON IN 1928

Abject poverty like that swffered by most of the Chinese tends

- to be self-perpetuating, vequiring the consumption of practieally all

. yealed the exbent snd degree-of poverty, and which helped to shape

incomes. Thus little or nothing remaine with whieh to finance progress.

" In an effort o Tind means %0 velieve this intensive and extensive

 poverty, cooperatives were introduced into China by private philen-

thropie organizations a few years before the Natlonalist Revelution,
The experiment showed sush promise that after 1928 the RKuomintang not
only encouraged the spread of privately organized cooperatives, bub
also made the establishment of cooperatives a part of the program of
several government agencies. It was nob anticipgted-that sooperatives
alone could sombat poverty, bub it wag h@ped‘that they would have a

beneficial effect when used in conjunction with other methods to pro-

. mote reconstruehion,

fBome of the condibions prevalling in thna in 1928 which re=-

. reconstruction plans so that they included cooperatives, are desoribed

" 4in this chapter. Most of the conditions are basically the same today,

aléhongh the restovation of peace, it is hoped, should provide the

apportunity to ilmprove them.




Three fundamental points %o be kept in mind regarding China may
be stated as follows: |
1s The wvast population, very densely settled in the limited
fortile aveas, iz predominently agrieultumlg modern sconomic

- and industrial development is negligible.

2¢ ihe family has been the most powerful and continmcus social
institution sixme;. axcient times, and it ‘exerts a powerful
aeaﬁamiﬁa and political influence.

3+ The state in the modern mnd Western sense has existed less

than twanty yesrs; and 13 organization or even establishmend

has been handieappsd by naturel disasters and by sectional,

traditional ; and factlional opposition, as wéll‘ as by lagk a:i"

exporionce and foreign aggression,

sn'-z of. Pcpulation and Its Increase

- Ag there has never been a complete censues in China, all papulai;ion
figures represent estimetes. The round nwnber most commonly used is

450 mmxm, although the officisl estimate in April, 1931, was 474

various inisermfsieual eoneessiona, ia tha& af Pmi‘essor Gs Be Uressey,

who in 1944 arrived at the figuve of 473,992,369.2

1

2 G, Bs Cressey, Asia’s Lands and Peoples, ps 44

I+ B Condliffe, Ohiua Today: Beomomic, Ps Be



 China is a classic oxemple of the operation of the Malthusian Law,
_bhet éaéula‘bi&n inéreasgs more rapidly than the food supply and 1s kept
in sheck only by natural éisastérs, disease, and soctal dlsturbances
gﬁuaing Yoss of life. That there will be ;iﬁtlea relief in China in the |
near fubure from the problem of overpopulation is predicted by David N

“Rowe ag Tollows:

It 48 o » o Aifficult to foresse any radical decreass in
the Chinese birth rate during the next generation or two. As
the death rate is likely to be lowered by the futherance of
internal peace and the institution of preventive medicine, it
is not probable that Chine will scon emerge from her presend
-overpopulation and sccompanying economic Poverby.d

Evidence of inerease in the population has been generally observeds

Progressive subdivision of landholdings, the extension
of ocultivation to marginal lands on hillsides, further encroache
{  ments on the already depleted forest areas, erowding into towns,
{ an increasing wolume of migration northwerd to Manchuria and
soubhward to such regiong as British Malaya, a pushing oub of
the frontlers of settlement into the grassiands of Ianer Hone
golin, and a lowered standard of living--all these, while not
eonclusive and partly explainable by other causes, are pre-
sumpbive evidenece of increasing pressures of population upon
avallable resovrces.

@ﬁaﬁat&cs from the National Buresu of Agriculitural Research showed a

31 per cent increase in population between 1873 and 1933, with only 1

| per cent incraasé in the ares of f;%m,;gndé,,;&, survey-of 150 farms in
Yeushan County (Hopel) showed a decrease of 14,3 per cent in the size of

farms in 13} years, even though 13 por cent of the present generabion

? D. N, Rowe, China Awong the Fowers, v 32

4 Condliffe, op. 0ite, pe 14,
. + Bural 'E%nﬁmiﬁfﬁeﬁbnstmeméﬁ*}g China, po 1. R




had mig:atsd;é ,

The signifiosnt point in a consideration of population is its
dansity* Since China appears on maps to bs a huge country, it is!not ~
generally iealized that large sections are uncultiﬁgble due to mountains,
desext, and evosion. There is a heavy concentretion in the rivér vyalleys,

and it has beon estimeted thet six-sevenths of the total populetiocn lives

Tin ofie~third of the territory. A demsity of 614 per square mile was.-
found in Shantung, 657 in Chekiang, and 896 in Kiangsu; wh'le the China ——
intarﬁatienal Famine Relief Commission found in eertain parts of the
Yangtze Valleylé,OOO to the square mile.7 |

The family system has for centuries been the stimulating influence
'in»ﬁhe increass of popﬁlati&nn ihe ritual of ancestor worship denmsnds
thaﬁ there be male descendusnts to carry out the rites, that there be
several sons in case the first does not reach m&turity,rgad that early .
- marriages be arranged. Gancubinaga.has beén ancther phass ¢f the Tamily |

system contributing to the high birth rateag

Size of Farm Holdings

Of the vast population, 70 to 85 per cent is estimated to be agri-

cultural424fThe,amountfofffarmﬁlaﬁdgpsrxfamilywismunbslievablyfsmali;———/—~—f~f~'ﬂw

althaugh holdings in the north are larger as a rule than those in the

6 R, H, Tawney, Land and Lebour in China, p. 44
T 1vid., pp. 24~25.

8 Walter'H; Mellory, "Famines in China", The Annals, Vol. 152, November,

19369 PRs ?{)"‘97#' » e

9 Tﬁmey, op. elt., Do 26,




gouth, Tawney stated the avéraga for the whols counbtry to be 24 ggg%o
por family (3.6 acres); the average for the northeast (Manchuria), 127.5
gggg (19 acres); and the average for Chekisng (typical of the south), 8.2
mow (1.2 aarss).zl

The average size of Tamilies to be suppcrted on these small hcldingé

i3 between five and six persons per familyqlz Cne study of the amount

~of farm land per head of population gave the following results: In 1865,
15.43 wow; in 1900, 2.47 m@w.lz Two obher studies showed just over onee

balf and just over one~third acre per p@rsan»lA

Fragmentation

»Farmérs in China uaually live in villagas>and walk to their fislds,.

K An addltional handicap is that the fields belonglng to one farmer ave
seldom contiguous. A survey of 78 farms in Hopel revealed that there
were an average of 6.1 plots to the farm; thet the size of piots avefaged
4.7 mow, with a minimum of .2 and & maximum of 34,0 mow3 and that the

distance of the plots from the farmstead averaged 1.78 ;&,15 the nearest

10 A mow is roughly equal to 1/6 aore, although there are some local

varistions,
i Tawney, ops c¢its, D. 40, ’
12 Ivid., p. 43

13 cendliffe, op. cit., pe 16.

14 o |

Tawney, ops cit., po 44,
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being closely adjacent and the farthest being 6i;g,distanﬁu16 These

scattored flelds waste time and labor aad hamper dralnage, 1rrigatian,

and the contrel of pestsol?

Graves

The femily system affects the land available for farming by requiring

_bhat much of the best land be dovoted to graves. The most dense pop-

ulation is in the most fertile areas; and the more dense the»pnpulatiaﬁ,

the more smpace 1s reguired for graves. "The plowing up of China's o0ld

;gravayardS'would provide sufficient rich grain land to furnish food for

literally millions of peopla.“la In some districts as much as 8 per

¢ont of the land is in gravessl9

NATURAL CAUSES OF ECONOMIC DISTRESS

Among the natural causes of agricultural distress are flood, drought,

_and erosion, As was pointed out by Professor Tawney, the permanent menace

of ths Chiness farmer i water--gither too much or too littls. He called

attention to the intricate system of canals, reserveirs, embankments,

irrigation works, and wells, aaﬁe of which were begun 3,000 years apgo and

lé ‘Eameyr QPTQits.p P 37e
7 1pid., pe 53.
18

Mﬂll@fy, ODe Qi‘bo’ Pe 97+
19 ‘ .

League of Nations Council, Council Committee on Technical Cow
operation bebtween the League of Nations and China. Report of
the Technical Agent of the Couneil on hig Mission in China frcm

the Date of his Appointmen$ until April i&t, 1934, Pe 1Y
Horeafter referred to-as the Rajchman Reporte) - o
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~ which are still for the most part being used, improved, or extendaéézc

Although some control of nature hos thus been exercised for meny
centuries in China, it has not resulted in the harnessing of natural

~ power for the maximum benefit of the people.

slante.

‘ floaﬁvof the Lower Yangbze @n'193;>waa the worst 1n'3hina75 higterys
and ?Q,OG@ squave miles were eovereé ta_an average depth nf gige Teel,
The average length efktzma homes were submgrged was 51 days, and the
total loss was estimated at two billion Chinese dollars, Twenty-five
miiliaﬁ people wers affécteda which is approximately equal to ﬁha eﬁ%ire
farming popwlation of the United States,>r |

Dr. Walter Ho Mallory expleined the prevalence and destructiveness
af floods by polnbting out that the most densely populated areas are
extremely flat in both North and South Ghina. Most of the rivérs earry
gréat amounts of 841t, whieh is aagositeﬁ};ﬂ the beds, foreing a oon-
stant helghtening of dikes to keep the rivaré within their courses, He
stated;

It has trathfully beep sald that China's rivers flow onww
not throughe-ths plains, and I have often seen plages whers a
stream bed was bwenbty orx thirbty feet above the surrounding
gountry outside the dikes. Thus when a flood ogeurs, not enly
i8 a very wide stvetoh of country innundated, but the task of
pubting the river back into the elevated groove where it for-
merly ran is a prodigiaus one. In some eases this hag been

29 Tawney, OPs eita, PPa §~46,

"2 Helen Pratt, China and Her Unfinisha& Rsvolution, DDe 162163,
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inpossible snd the stream hasg besn sllowed to find a new courss
to the sea, aggin the case of ®China's Sorrow," the mighty

Yellow River.

- $inee this was writben in 1930, the Hweng Ho or Y@naw River has once

- more shanged its course, when in 1938 it forced a new outlet 4o the sea
aboud two hundred fifty miles south of its former mouth, which had been

north of the Shantung peniuvsula,

| Dr. Mallory observed, however, that the worat famines im Chine have
been caused by drought rather than by flood, and that in North China
sometimes there is practically no rain over wide eveas for periods of
' . two or even three years. Both wells and m‘émams used for irrigation

dry up in the worst droughts.?’ In 1930 the Shenei Provincial Famine

- Relief Commission found that, largely besause of drought, as higb, a8

50 to 80 per cent of the land fammy eultivated in some hss.& haﬁ

5
reverted to W&Sﬁ@l&nﬁ«z

Erosion
:Erasi.on has for centuries been a problem in the neorthwestern part

of China, where the pressure of populatien has vesulied in defomstati@n

23 Ibido, Do 93
-24 Hsien is usually translated "eounty".

25 Leonard T. K. Wu, "Rural Bankruptey in China®, Fay Eastern Survey,
v@l» 55 N@ﬂ 29’ Qﬁﬁ@bﬁ? 8 3»936’ p& 106
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and the cultivation of marginal land on maéy'ateep glopes. The loess
- geoll found in this section is very fertile when irrigated but is
especially subject to erosion under traditional methods of culbivation.
ﬁseently work has been\started, with the help of an American soil
gonservation expert leﬁt to the Chinese Government, to check the de-

. gbruation of badly needed iland by modern methods of reclamatian‘and
24

gonservation.

INTERNAL HUMAN CAUSES OF ECONOMIC DISTRESS
Eeonomic distress in China, fundamentally caused by the pressure

~of population on the available land and by natural disasters such as
 £100&, drought, snd erosion, ls intensified by certain factors more
susceptible to control by man., Three types of human causes for economic
éistresa are the predominant power held by landowners in rural areas;
the léw ylelds per man and pér aﬁrebih agriculture, due to the failure'
to apply modern scientifie methods; and the fallure of the govérnment
to pfovide the stability and the service nesessary‘for hationmwiﬂa

prosperity.

&m&&mﬁﬁw~—/—r—%ﬂ—/—'—*fffmf fffff B
While there have been few extremely large estates in China, the
- landlord class has and hag had practically complete economie, politieal,

and social control of all the country except the urban centers. Hany

26 f, walter C. Lowdermilk, "China Fights Erosion with U, B. Aide

_Rational Geographic- HMagazine, Vols: 87, No, 6, June, 1945,




14

of the laﬁ&lcrda would not be eonsidered rich by Amerieaﬁ or Buropean
standards, and for the most part they are kindly, imbelligent, and
wultured; bub theﬁr are the benefliclaries of traditions and eunstoms that
a;pi;aar to the outsider as exploitation of the peasant clase.2] The land
hunger ér the Chinesme farmer, combined with the philosophy of the family
system which makes it a virbue to further the interests of the family
"“z‘agar&less of the injusties to the public in geﬁaral, has made the landw
iﬁréégentryé mrezﬁely powerful and much hated and Feared. Dr. George

Es Taylor e*z@resseé» *bim power of the landlords as feollowsi

China®s great peasant population lives mainly by
intensive farming, on small holdings; it has little eapital
and is the victim of pernicious usury, of illiteracy, igno=
rvance, official corruption, and rapasious merchants, The
seoret«of power in rural China ls contrel of the land tex
around which the whole structure of village and provineial
goverament is built. The poor peasant finds that the
usurer o whom he is ip deobt, the landlerd to whom he pays
half his orop for rented land, the tax gatherer to whom he

- pays taxes for his own small property, the village elder
to whom he can appeal, bhe meychant who markets his rics,
all are in league together~--pr even, at times, are the
Same pPerson . » ¢ The peasant, who has no W@‘V of protecting
“himself, lives on the mavgin of oxistonce.2

Move light is thrown on the position of landlords in rural Chiha by

the following quotations

and bailiffs whose interests are allied with theirs, are
literate; the majority of the peasants are nots A lavge
proportion of county magistrabes and lesser officilals, there=
fore, come from landlord families, and an overwhelming pro-
portion have interests or connections allied to those of the
landlords. Consequently, it is simply impossible to collect
the land tax withoubt the good will of the landlords, and

In every rurel distriet tho landlovds, and the merchants

23,5, D, Pringle, China Struggles for Unity, ppe 38«39,
28 George E. Taylor, America: in the New Pacifis, pp. 126-127,
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ususlly this good will boils down Lo & simple proposition:

The landlord must be called in to help; he must be allowed

to pase on his share of the tax to the peasants, in the form

of inoreased rent, and If the govermment wishes Lo increase

its rggenuass the landlord mist be allowsd to increase hie

alse.” ' .

Many of the earlier militerists and present army officers, as well
a8 influential Kuomintang party members, are of the landlord-gentry
@lgﬁggé?wwmhéir power incrsagsed during the war, slncs the Westernized
industrialists and business men from the coast, ﬁho formerly opposed
them on many issues, lost most of thelp nabional power when the Japanese
took the coastal regian931 It has been predlcted that no reform of
agrarian conditions can be expested from the Kuominbeng Party as long

%
as 1t is dominated by the landlord-gentry graupaja

1. Zonsney
Tenancy, sccording to a veport of the League of Nabious, is pr@bQ
" ably the "most diéquiating? of the ecopomic and so¢lal factors gone
$ributing to low productivity in Chinas Inbensive studies completed
vefore the Lesgue report was writben in 1934 revesled that tenancy,

eapecially in the central and soubbern part of China, was predominant.

owned their land; 18 pew cent owned part and vented part; and 13 pew

@ént were btenants, In tho Yangbze Basin aand to the soubth, however, 40

_29 owsn/Latﬁimarea Solution in Asia, p» 106,

0 Institute of Pacific Relations, Agravien China, p. 107.

La%ﬁim@ragqap&faibzg"pp3”77’Eﬁd"104a105;”""””””

32 p, %, Rowe, gbina_Amgqg;the,?swexsg Do 53,
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per cent were full tenantsy 28 per cent part tenants; and only 32 pber :
eent owned their land. It is in this section .t»ha*t; 61 per cent of the
total population live, and in some provinces the situation is much worse
thaen the average. For instence, in Fukiem &9 per cent of the oulti~
vators were teﬁan‘bs , and only 9 per cent were full mmers.g‘?’ There was
a vei'y high percentage of tenaney around the cities, 85 per cent being
4tanants-in the Canton Delia, and 95 per cent in the vicinﬁ;y of Shange
hais* | | R
It was observed that conmunism made the most headway and banditry
| was most prevalent in the provinces having the higheaf percentage of

L In Szechwan, while the tenancy was calculated to have been

tenanay.
43 per cent from 1929 to 1933, the most recent survey showed 47 per cent
tenants, 22 per cent part owners, and 31 psr cenb-owner-cultivators.
For all of China, landlords form about 5 yer ceﬁt of the total pop=
ulation but possess about 50 per cent of the cultivated land; poor
~ peasants make up about 70 per cent of the papulation and own only about

20 per cent of the land.’ é professor 7. Lossing Buck, the distinguished

agricultursl economist of the Univeraity of Nanking, found in North and

Bast Central China that earnings by tenants {adult male workers) were

I S AR
- 20 per cent less than earnings by ounor-cultivatorse |

33 Rajohman Report, op. ¢it., pe 18.

3% R, H. Tawney, Lond and Labour in Ohina, pa 37s

32 Jo Bo Condliffs, China Today: HEoonomic, pps 35~36.

Ld * 29 He SJ»

¢ — T

31 tauney, op. oit., pp. 100-101,
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- Theye are memy varieties and rates of vent in force 1n China.

Gash payments were réported to be the least usual, and payments in kind,
the rule., ¥ormerly the landlord contributed a part of the cultivator's
capital in seeés and in & few cases in }.ﬁéstock and implements, but
apparently this system has not been universal in recent years., A study ‘
made in unemang in 1928 estimabed that the farmer paid 45 per eentr of
hig produce to the landlord., A report to the League of Nations gquoting
this pemenﬁage stated that 1t was an under-sstimste, as rents had been
rising steadily since the stﬁdy had been ﬁadeg and that furthermors it
did not include d&pbsi‘t_a paid by the tenaunts an@i seldom recovered,
customary gifts to the landlord, and payments for the transport of rente

| :Lngkind t0 the 1éndl_ard*s farm or agiemyg This last was saié. sometimes
- e améun% to as much ag an extra 8§ per cent on the rent.gs Figures
| gquoted by Ta&ney showed that share-rent or eyop~rent averaged about 10
‘per sent lizrberesﬁ on the value of the land:;” An eeeneniist attached to
_' the United States Department of Agrisulture wrote in 1943, "Rents of
fr@ 45 to 60 per eent of the produce were not uncommon, and other

exactions in the form of prasem;é and deposits not recovered wers

added."

38 Bajehman Repert, OPD» ai‘be, Da 18@

39 Tawney, op. eit., Pe 66,

40 Gwen i?awsen, v"Agxiaultural Reconstruction in Ghina" Fomi@

'S, VLo, No, 6, Jwie, 1945, pe 125



18

3. Credit

| .Thevmrgin on whieh't'he average farmey works ls go sméall that he
neads a short-term loan practically svery :;fear to tide him over between
the sowlng season and the harvest sea’som"‘l There has Seem no syétematie
provision for eredit; instead, the pemsant, who in good years barely .
mokes & living, in times of emergency secures credit wherever he can find
it.  Asm recently as 1957, the yesr the Japanese war began and fourteen

years after cooperation had been intvoduced into China, a study of the

 sources of orsdit showed a wide variety:

Table X _ B

Sources of Farm Credit in the North China Prmzinces‘m
(Pigures Showing Perceutages)

_Sources ~ Hopei Shantung Shenei Chahar Suiyuen Average ST
Banks ) %e3 6.1 4.9 omnin 2.9 ZA4
695?91‘&"51?@5 1.2 5 oh 1. 3 s omem 5 'Y 8 4__@ 48
Pawnshops 5.1 3e5 18.9 o 2.9 6,08
Native Banks 10.7 16.3 13.1 12.5 8.8 12.28
¥illage Stores o
and Shops 13.8 15.4 11l.4 18.7 5.8 13.02
" Lﬁnﬁlﬁrﬁa 13 02 .15 65 14‘04 25 aa 2&9 7 17 07 é
- Wellsto=~do _ , '
Famers 1908 19 06 13 o 12.5 17 07 16 .6(’ »
Nerchants 22.2 - 20,2 22.6 3l.1 35,4  26e30 .

The article fyom which this table has been quoted dealt only with

# Tawney, Op. eita, Pre 58-60,

42 8ih, ‘Fien—taung, "Eeonomie Conditions in Noxth Ghma“ Inform*bmn

B\a,lletm, cmmeil of International Affairs, Nanking, Vo N —
ane g ps—66s 1| ITes_quoted by author from a stuﬂy ef 22

/pmvimw :p\zbﬁsheﬁ by the National Agricultural Research Bureau
of the Ministry of Industry. The columns do not total lﬂ(}% }




the: pmvineea‘ listed; but the sources of eredit probably would have been
-simila,xﬁ for the whols countyry. The low percentage borrowed from cow »
operatives in Hopei is especiully sigmfieéut, gince that is the _p'mvime
111 which the Chine International Famine Relief Commission worked most
“intensively to establish cradit. sooperatives.

The Rajehman Report to the League of Nations stated that it was very
f‘iiffienit “to obbain figures showing the rate of interest on rural loans,
but that Professor Dragoni, one of the League exports, "came to the
conclusion that the average was 35 pt;l'» cent and that in some cases s Dot
?é;:y rare, it reached more than 100 per cont ,#43 In 1930 the normal rate
chargeé. by banke in tha interior on loans with good security varied from
two to threo per cent per montk, or 24 to 36 pér cent annually, althouzh
She pawvnbroker and the moneylender charged more, The rate of interest

_ ineraased in ;;roportion to' the poverbty of the borrower, and in famine 7
&aars' went up at omafé The preferred security was a mortgage on land,

although the most common seénrity was 't.hé erops It was stated that in

Heopel rich zséaple« lent to aotton dealers at 12 per cent, and the deal‘ers

l;ent to the producers at from 26 to 60 per cent; whereas tha legal maxi=-

mom was 20 per eentu%

A survey made by the Central Agriculiural Research Bureau showed

that 62 per ee.nt‘_'of the farm households im 737 hsien of 20 provinces

3’3 R&jﬁm Repm‘.“i‘:, 0P+ ci’te, Pa 21, | ‘
4 Walter H, Mallory, "Famines in China", The Aunals, Vol. 152, November,

1930, pp. 92-93.

% Tawney, ope clte, p. 6la
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1

" investigated were in debt.% The extent of debt in one district in
Kiangsu was disclosed in a study made in 1928 by the Kiangsu Farmers?

Bank ambng 426 members of 22 credit cooperabtives:

Table II

Members® Annusl Income and Output“

Condition ‘ - Noe of Membors Percentage of
" Concerned Total Members
Income over expense 134 3165 -
" Income and expense euyual 108 _ 253
Bxpense over ineome - 184 _43.2
Total 426 100.0%
Table IIX

Debts Borne }g‘g_ Membersw

Amount g£ Dabt Noe gg Hembers Pereentaga of

“Coneerned Total Members E -
No debt _ ' 44 10.3
$50 or less 84 197
- $51-100 ~ 108 : 25.4
$101=200 : 91 . 2104
$201-300 66 1545
$300 up 33 1.1
Total 426 100407

(Total debt, §61,695; average, §145,103 maximun, §1500; minimum;* §soy — —

46 Leonard Te K. Wu, "Rural Bankruptey in China®, Far Bastern Survey,
Vol. 5, Nos 20, October 8, 1936, p. 211,

a1 Paul C. (Hsi-hsu) Hsu, “Rural Cooperatives in China® » Pacifie Affairs,
Vol. 2, No. 10, CGotober, 1929, p. 621.

48

Ihid, - R
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The seriocusnegs of debta to the amcunts stated in Teble 1IT should
‘be judged in relation to incomes. The International Famine Relief Com-
mission supvey in 1922 was the nost extensive that has been mads, cover-
ing the five provinc@é af’Hepei,,Kiaﬂgsu, Shantung, Anhwel, and Cheklang. ;
It comprised 240 villages, with 7,079 families, of 37,191 members; They

found 17.6 per cent of the families in the eamstern villages and 62.2

per cent of those in the northern, had incomes of less than $50 a year.
Inwe&tigatiens of Professor Puck indicated & median income of $131.08 —
R dn fémilieg in nive villages in the Horth, and of £213 in oight villages

in East-Central China.*?

4, ﬁarkating

Since many landlords act also in the capacity of merechants and

- grain dealers, or have interests allied te theirs, marketing is related e o

to the excessive power of the landlord class., Farming in China is for
the market as well ag for subsistenes, with more than s guarter of the
articles consumed by the farmer being purchased, Food erops are sold as
‘wWell as ocommercial erogs 1ike tea, cobton, tobacco, and silk,zalthcugh

agricultural families tend to consume the lnferiox foods and t0 gell ﬁhe

higher priced produce. Because of economic necessity, more than half
of the crops are disposed of immediately after harvest, when prices are
Jowest because the supply has bsen raplanished, ‘The farmer gets only a

small fraction of the price that his goods are sold for in the final

A9
*7

Tawney, Ope cit‘;W§§;769~70§
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market, due partly to taxes and inefficlency of btransportation, bub
also due to the large number of middlemen, While.a large number of
—-middlemen is not in itself an evidence of inefficiency in marketing and
~ 15 more necessary in China thsn in countries with better transportation
systems, insiaﬁces have been cited in which goods have lsft the middlee
men in worse éona;tian than when they reached him. Thus at least soms
middlemen in China have not fulfilled efficiently their economic
function.50 |
There are many small ioaal markets with violent price fluctuations,
and speculation is widespread. Cases inm West China have been noted in
which farmers sold rice at $10 a_gigg%?l’ after harvost and had to re-
" buy it in the spring at $28 for the same.quaﬁtity. Tea passed through
the hands of ten middlemen, with a variation in price from $1.50 a
picul in Auhwei to $14 for the same mmount in Shanghai. It was found
that prices in Ghiigha, eight miles -from Peking, had no reléticn to siﬁy

52 In Kilangsi the Provincial Reconstrucbion Burvsau furnished

prices.
figures which showed thst the difference bitween prices paid farmers in

the provinge and charged to consumers In Shanghai in many cases amountad

20 He Do Fong, *Cooperative Marketing of Cotton in Hopeil Province",
Nenkai Social and Zsonomic Quartarlgb Vole 8, No. 3, October,

1935, ppe 552~553s

51 A Qie ul varies locally but ia abeut 133 1/6 pounds.
52 [ & ]

,!.uméy, ops c;n;., PP ;4*-,710

3 Rajohman Report, ope. cibe, Do 28,
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Inefficlent Methods of Cultivation

Another internal human cause for economic distress in China is the
failﬁre to apply modern seientific methods Qf farming on a wide scsle.

Chinsse agricultura is characterized by traditional methods and low
yielﬂé. There 1s little loecal specialization because of the diffisulties
of transport, and the small size of plots reguires a type of Tarming
that resembles gardening. There is a parsimonious use of space and
‘materials, of animals, implements, waste products, and of everthing except
human labor.” Animal husbandry is practically unknown south of the
‘Yangtza.55 as ﬁhere is not enmough land ror grazing or growing grain for
feéd, Animal products will not fsed as @any paoplakas the gyvain that
could be raised on the same amount of lané.‘ The grags which might be
-« uged for pasture iz used instend for fuelg aud ths ground *shaved bare
a8 with  ragore”? -
1s Low Yields

| The cutput is low both per man and.?er acre, even in riece, in

which China was formerly thought_to excel. Crop averages reoported o the

Leﬁgue of Naticns‘for 1918~1931 showed China to have next %o the 1cwest

rate of production of all the countries studled, in wheat, rice, and

notton.57 The output per workeyr iz likewise low, and this is the factor

4 Tawney, op. ¢ite, DDe 46-48,

55 Rajchman Repgrta ODe Qitog Pe 17.

"“‘——*““ié“*T§Wﬁéy.w9pa,ait-. Ppe 26283

1 0f. Rajchman Report, op. ¢ite, ps 17
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determining the standard of living. ¥inter wheat in Easterh‘ﬁnited

States requires 10 hours pey acre, and on large 3,000 acre ranches

using machlnes in Eantana requires only one hour per acre. In Chins, ;WW”,”WW,,W

in the districts studied, the average waé 243 man~hours per aere.

‘Qotton in the salern part of the United States requires from 35 to

 125 hours, but in-China the average was 656 hours°58 This low pro~
duoctivity in physical and valué units per worker is of utmost importance.
It is the resultant or =nd preduct of all of the detrimental factors

disgusgsed and to be dlscussed in this chapter.

2. Inexhaustible Supply of Labor

Where there is a vory limited asmount of land and an excess pop-
- ulation, labor is the only production factor Tound in sbundance, and
needless to say, waées ave low, Machinery is almost completely absent,
and is not evén used where it might be, as in pumping and threshingo59

Zven the tools like plows are prinitive and unsatisfactory., Human laborx,

though abundant, is not cheap to the farm operator, making up 63.5 per I

cent of total farm expenses, sxclusive of the operator’s own labor.

Furthermore, labor is badly distribubted during the year, and farmers are

idle several months each yearaéo‘ One observer stated that the farmer

58

J+ Lossing Buck, "Agriculture and the Future of China®, The Annnls,
Vol,. 152, November, 1930, 1. 112.

59 Pawney, ops clt., p. 53«

g0

Buck, ope olts, p. 112.



' some places has been washed away clear-down to bedrock.
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was unemployed about three-fourths of his possible working time; while

another slaimed that in North China only about 70 to 90 days a year were

-gpent working on the land, and that the farm femilles almost hibarnated -

in the winter s0 as to save exertion and thus save faadoél

~Be Exhaustion_gg,Soil Fortility

~ About half of the total cultivated area is double cropped, and in
some parts of South China as many as four crops are railsed in é S6a80N .
Ffééﬁéﬁ#l&'écééconé Erbﬁqiérsown between the rows while the first is
growing, Hvery sorap of vegebation is gatheééd and saved for fusl, s0
there is almost no residﬁe to be plowed back into the sail. There is
11ttle use of ehemical‘or'animglvfertilizer, although the need to grow

a8 mich as possible has resuléed through the centuriés in the use of

' human wastehég The farmiag of hillsides formerly in forests has rg=

sulted in erosion, especially in the Northwest, whéfé“the'tcpscil in
_ .

4, Poor Seeds, Plant Pests, and Animal Dissases

In spite of the lack of mschanizabion in agri'eulmre and the de-

letion of the soil, experiments in scientifile salecticngofgseedsf din

62

61 Je Be Condliffe, China Today: Xeonomic, pe 863 J. B. Taylers Farm
and Factory in China, pp. 25-20.

Buck, op. cite, po 111; Tawney, ope cite, pe 48,

63 ﬂalter Co Lewdermilk, “Ghina Fighta mrosicn with U. Se Aid"
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tha\emutrnl of plant and animm1<§iseases'have ghown that much greater
 '¥1§16§ ean bs gacured than are customery. \mhis; and rightly go, is the
»phgﬁg of rural veform that hod Lirst attention in Chinay beiug ploneered
by'ébnﬁmher of collegen and missionary establishnonts, as well as by

. both national and provineial research statione.64 Since this sort of ree
form does not affecht existing economic and social arraﬁgement@, it is
1ot faced with much oppesiticn and is a wise 1ntr®duetory'step.v Soﬁea

" times, haweﬁer,vit has been found difficult to disseminate the resulis

65

" of resesarch becsuse of the conservatism of the Parmer.

Failure of Government and Independence of Provinces

$6411 another internsl human cause for sconomic distress in China
 is the fallure of the goverument to maintain the stability and to pravidé

the services essentia) to the prasperity of the psoples The present

government inherited from the old Menchu regime all the problems thet had

developed through the breskdown of the old contrels during the 19th
Contury. The Revolution of 1911=1912 was followed by a still greater
deterierationkdf gevernment‘fungtions, wﬁile various factlons struggled

for supremacy in the new state. Central Government control was only

nominel in parts of ths country up to the beginning of the Sino-Jspanese

war in 1937, and was not complete in some sections of Unoccupied China

64 Condliffe, op. oite, ppe. 58«60,

65 Rajechman Report, op. ¢ibs, ppe 17, 3L, and 33«35,
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even during the war,

1. Burden ggiTaxes

The land tax, which formerly went %o the Central Govermment, since
the Revolution has gone to the provinces. It 1s based on an assessment

made in 1713, when the Manchu Emperor decreed that the bax was to be

ne
&

'Pixed and imm Haturally it is no ionger agcurate,
but no reform can be made without some sort of land surveys. The Rajche
man Report to the League of Nations staied that a moderate estimate of
thé eost of a land survey by the usual methods waé $150,000,000 for the
whole of China, but that the cost might be reduced by.making an aily sur-
voy. Some of the provinces began the werk of land registration, but it
ig doubtful if any provincial registrations were ever completede. An
adeguate survey would require several yearseé7
Unofficial registrars held the only regords of taxable land owners,

‘**4and these were transmitted fyom father to son. This held true as ree

cently:as 1934, and no doubt is still true in some regionsoég This is

another instonce of family loyalty conflicting with Huropean and

Amerigan ideas of public responsibility.

The land tax alone, in spits of its defects, is moderste. It has

acquired so meny surtaxes, however, most of them imposed simce 1927, that

66

Harold M. Vinacke, Problems of Industrial ﬁevelopmsnt 1§.Ghina; o 624

67 Ope ¢lt., pps 23 and 30,

68 Rajchman Report, ops ¢ilte, be 205
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it is now several times the original figure. The surcharges are not
éqgal;y distributed, falling much more heavily on some hsien than 6n
others. The original ides of the éurtax was to p&mvi&e for certain S
pecesgary functions of goverument for which there wers no rssauéeeS»
| At the end of the Manchu Dynasty the hsien wers ordersd to establish

asahanl and nnlics

gohonl and b and were subhorized to add surtunxes to the

existing taxes. "That was the beginning of a hsien incoms. Since then
it hap lived on surchserges.” In Klangsu there were 147 different sure
\aharges on land taxes; 1n.Shakiang, 7%; in Hopel and Kiangsi, éla In
1933 out of l3.£§gg§ in Kiongsu ten of them depended on sureharges for

from 60 to 90 per e¢ent of theiy totalvr@venueoé9

#hile the land tax snd surbaxes are legally payable by the land-
owner, in fact it appears that where taﬁanéy prevails the tenant pays
at least a part of the tex. In Xansu the tenant was reporied to pay

60 per gent of the tax and purtax.

Overpopulation and the resultant
demand for land, together with the lack of industry to furnish an alter-
nate ocoupation, thus force the sconomlc rent of land in Ghina (i~

sluding taxes legslly payable by the landlord but shifted to the tenanﬁl, ‘ e

to a beight that would be uneconomic in most other countries. Nven in
Ghins the economic limit, though high, is reached eventually, and

accounts to a certain sxtent for the appeal of Communism and the PreV~

Co M Ghang, & New Govermment for Bural Ghins: The Political

W < EJ
st - Mibovobond S L

7 Rajobman Revort, op. cite, po 20,
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alende of bandite, who are frequently dlsplaced farmers without legiti-

‘mate means of subsistonge.

Another tax that hed the effect of obstruoting markebing and brade
wes the likin, whiech was lntroduced in the middle of the 19th Century
bub beaém@ particularly objectionable after 1900, It was é transit dax
imposed on goods tyaveling by lznd and by river. The tax was not unie

form, but was usvally 3 per cent ab the poinﬁ of departure and 2 pey

cent at each inspection station. This amounted to about 10 per cent

 within a province, but inereased to 15 or 20 per cent through several

prﬁiinces»71 There were seven tax barriers in the elghty miles bhe-
tween Tienbsin and Peking uatil‘abogt 1930572 Likin wag abolished in
Jannary, 1931¢73v |

The tax money passes through a numbey of bandsd, and 4t has been
tr&drbieaal that the gollector could take the difference hebween what his
district had been assessed and what wae collected. The salaries of of=
ficials weré low, and thie was considered one of the legitimaﬁa enolue=
ments of office. JIn the old days no quesbions were asked as to how money

was raised as long as the sum expected was tyvansmitted to the Imperial

Treasvry. In 1908 1% was sstimated that collectlons were at least three

n Vinacke, ops cit., pp. 67-68,
72 Tawney, op. 6iba, pq»Séb

7% @ideou Chen, Ohiness Govermmesnt Heonomis Planning and Reaonstruation
aince 1927, v. Ei N
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times as great as the amount turned ever to the aenﬁral govarnment°7é

\ The failure of the central government %o reccive 1bts btax revennes was
stated by Professor Coons in 1930 to be ", « . the outstanding problen
in the fisecal relations in China." He gave instances'as followss

One notes then that of the salt revenues for 1924, 41.4
~ per cent was “appropriated by provimeisl sutbhorities and
military commandera"'withant consent, and altogether 47.2 per
gand ’E‘:&% not avallables 4o ths Jonbnal Government since the
balance . » o was "retained by local authorities with consent
of the Central CGovermment.". » « For the wine and tobaceo
tazes and license fees for the years 1921-1923 inclusive only
18,5 gar eent of the total collsctions was received in Pe-

kinge

2. Bupden of Armies

 Partioularly between 1912 and 1928, but also both before and after
these dates, control of China was being contested by abt least two
gantions, and at times by half a dozen simultanédaslyq Almost every

i provinge had its wariard with his private army, although the troops of
the eentral government gradually beoame supreme, by defeating some
oﬁpanenﬁa and by'ahaorbing others. The praelém&tien of éuyraﬁaay of the
KMpmintang~in 1928 was falléwed shortly thereafter by the aplit between

the right'and left wings of the party, with the latter developing ite

own Communist army, which became the only important armed forge not
under the control of the central government. .
Bandit gangs were sometimes formed iato armies, reverting to the

status 6f,bandits again when the armlies wers disbanded, Indeed, many

1 Vinagkﬁ_ ope eif.ﬁ ope T1=72,

B 4 G Goena, The Foreigg Public Debt of China, pps 124=125.
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landless peasants found no other way bo meke a living bhul by bazzditryo
The puval population bore most of the burden of supporting theso rival
military forces, who not only lived off the country but also collecw(i
the legal taxes and imposed new onese

*I*he frequanéy Wiﬁh which military conflict Sook place shows the

ohaos which prevailed. "From 1912 to 19%4 there were over 160 mllitary

outbreaks of civil war. a*‘% dn describing the province of Sszechwan,

Lin Yuteng wrote as followas

‘It is a country as big as France and has a population of
forty-five millions, « « I remembered that there were four
hundred and seventy-three minor c¢ivil wars in Szechuen in the
first twenty yoars of the Republic after 1912. . « Only in the

“year before the war did the influence of the Central govern-
~ment begin to penetrate to this provines, and only since the
removal of the national capital to Chungklng has the authority
of the government had real conbrol hers., General Yang Sen,
a former Szechuen "warlord," has wade his army completely a
part of the national army, and he has been f;ig‘ihﬁing and sery-
dng; on the Hunan front all these war yeurs. _

Szeehwaxk 48 the provinece in sections of which taxes were collected from
5 to 41 years in advanae hatween 3.933. and 19332?8
The burden tha‘b wag impesed on certain areas may be imegined from

the fac’b that between October, 1930, and Mareh, 1931, four disti*iets in

,____ﬁmmhamj‘ahansijad;mjnmmh military requisitions amonnting _to 2,216

per gent of the main snnuwal lend ta:x.?? *fhex publication of percentages

76 A, G» Coona, Economic R‘eeonétruation in Ghina, P 20
Ry

Iin Yutang, The 1§11 of a Nabion, p. 184.

78 Ghan Han-seng, *‘The Agrariaxx Pmblem oi“ Ghim“ Doemnont II,

p.‘ vl

7 5w, Rowe, China Among the Powers, p. 48
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of natioﬁal expenditures showed that military establishments accounted

for 48,2 per cent of the total in 1928-1929 and 45.5 per cent in 1929~

- 1930,%0

3s Lack of Transportation and Communication

| Pbér transportation and ccmmgnicatians'have largely been responsible
for‘the lack of unity in China, for the lack of speciaslization iv agri-
eculture, and for the stagnation of trads. In 1928‘6hina possessged a
little aver'9,50§ miles of railway, of which 4??90 ware under government
control and 3,770 were in the hands of concessioneires, some foreign,
The number of persons per mile of railway was about 2,200 in the United

. Kingdom; ;,722 in Germany; 460 in the United States; and over 50,000 in
China, Five provinces, including Szechwan, had ne rallways at 511, while
-etheré had eniy a few miles. No important reilwsy extension took place

from 1920 to 19350 except in Manchuria, where the railways were largely

controlled by Japan and Russia, Hilitarisis seized wolling stock as well

‘as rajlway receipts, and for long perlods the public did not secure any
benefit from some of the lines.

Highways were more extensive, being estimated in 1929 as 34,810

miles suitable for,mmtor‘tfaffieg 5,055 miles under construction; and
| 31,099 projected, Host of the roads had been built after 1920, and 90
"~ per gent were éirt 70848, Aé late as 1925 there were saild %o be ho roads
ab all in the province of Kwelchow, with a population of 14,000,000 and

that transport was almost entirely by manpsweragl

80 gonariffe, ops cits, pe 125,

81 .R» H. Tawney, Lend and Labour in China, pp. 8587,
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‘A‘glanes at the map of Ching will shﬁw that it is well p?ovided
- with streams, which carry a gced\proﬁortion of the transpordt of
fréighbgsz In addition to the great rivers, there are innumersble
lesser streanms, canals, and lakes. Because this network of waterways
flo@s mosbly from west to east, the main rallways were built from north
to south,aB Thsbwarst wartime hendicap, however, resulted from the fact
that practically all of the.railﬁays and most éf the moésrn roads were
huilt in the eastefn seaboard region, whare'they wers quickly overrun by
“the Japanese in the first years of the war,

Tremenécua éffarts have been made since the 1920's to extend the
transportation sysbem, but modern means still account for only a small
prepc:tion of the traffig; De No Rowe, writing in 1945, stated the
‘situation as follows: |

The overwhelming bulk of transport is etill carried on

by those same primitive means which have bsen in use Tor cen-

turies, Wind or currents of water avre used for moving boats;

animals are used in some regions to carry or haul loads, but

the chief motive power for transport comes from man himself.
Most goods are carried from placs to place on the backs of

coolie porters, or are pulled or pushed along by them in ‘ _ e

bonts, rickshas, sarts, or wheelbarrowss « »

¥Even in regicns‘whsre motor-roads exist, great quan=

tities of freight are still transported by human and animal

carriers., FFor example the exchange of goods between China
and Soviet Russia over the western route between Alma Ata
and Lanchow depends heavily on camel casravans and ccolis
porters., In 1941 these methods of transport moved more

than 500,000 tons of goods a total distance of 19,000

82 yalter H, Mallory, "Famines in China", The Ammsls, Vol. 152,
November, 1930, pe. 92

83 sir Arthur Salter, "Chine and the Depression, The Economist,
' YVol, 118, No. 4734, May 19, 1934, Supplement, D 126
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miles between the bwo countries. o oo%

" Unmechanized transport is very expensiye@ In 1934 the cost of
moving a ton of freight one kilometer by wheelbarrow was found to be
six times greatey than the éost of moving imperishable and bulky goods
by rail; in 1940 in West Ohina the cost of coolie carriers was 33 1/3%
per cent higher than the cost of motor transport, in splte of the ex-
orbitant cost of motor fuel.as In certain sgqtions of the country it

was found that the expenss of moving wheat fifty miles exceeded its
86 |

4, manetaryk0anrusiun

Dafects of the monetary system in China have been g factor con-

 tributing %o the speculative character of business and the lack of

- econonic stabilitye Before 1928 many types of money were in eircue

lation, since the sectlonalism caused by warlord csutfal and the lack

-of transportation facilities made the country a myriad of isolated and

independent cellse There was no coin for a tael, but it was supposed

to be an ounce of silver and the principal standard of value. It

differed in purity and weight from one ioeality to another; and Turther~

more, there wore different taels used throughout tho eounbry for differ-

ent purposes: The Haikwan tael, which was the standard in all forelgn

trade and customs trausactions; the Tsso Ping tael, the standard for

84
8s

Rowe, op. eit., ppe 99~100.

ibi@{zwps,9?‘

86 Tawney, ope ¢ite, Do 560
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. general, purposes; and the Kuping tael, thé standard for estimating the

 velue of all revenus payments to the Zovernment. In addition there were

variaualtypes of dollars having varying rates of exchange against the

tael; and silver and copper coins having varying rates against the

. . B ,
dollar. In April, 1933, the tael wae gbolished. 1 Paper money issued

by the government and by meony provincial and private banks many times

“has not been backed up by reserves and has frequently deprecia%ea in

88

» values

5« Lack of Flood Control and Irrvigabion Facilities

From earliest hisborical tiwmes one of the functions of government

in China hes been water sonbrol. This was not always undertaken with

bumanitarian mobives, tut was essenbtial to the production of large erops
and the provision of grain tribute, the chief resource of the Imperial

@raasufygsg

During the decadence of the Manchu Dynasty and during the
period of ¢ivil war, large-scale projects were not malntained, end bobh
flood control and irrigation works deteriorated. One of the greatesh

tasks facing the new goverament in 1928 was the vestoration of these

- publiec works and thelr improvement through the use of modern enginearing

agience. This task is of even greater imporbence now becsuse of the

87
88

H. Do Fong, Toward Eeonomie Control in Ghine, p. 52

Harold M. Viaaekeg Problems of Industrial Development in China,
PP 95+100.

89

¢hi Ghlao=tin

ng, Kes Ares Chinese Higbory, (as—
Revesled in the Bevelopment of Pablie Warks for Water=Gontrol),

Pre 1=10,
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destruction and neglect of these facilities during the war,

6. Illiteracy and Lack of Technical Training

| Publie education did not exist in China prior to 1900, and has been
developed almost entirely since 1920, It is understandable that up to
’ahe‘pr:esent it has not been possible to extend it very widelys In the
field of primaxry education it was estimated in 1932 that perhaps one in
five ehildren botween the ages of 6 and 12 attended school for some
pericd of tine, iﬂo much memory work and too little practical and
- experimental work, as well as a sla;&ish adoption of foreign coursey, have |
characterized the sehoolé of China, The greatest defect, however, grows
'ouf. oi’ the ancient tradition of reverence for the pure scholar, the
educated person being quite remote from the common people and having a

20

~ tendency toward theories rather than practice. This has been & grave

handieép in view of the need that China has for applied research, emgis’

_ neering, and technical knowledge. The Mass Dducation Movement, primarily v

{adu.lﬁ education which is essentially practical, was begun in 1924 and

has long been pointed to as onme of the most encouraging experiments in

education in the Oricmte%

7 vawney, op. cit., pp. 182-192; League of Nations, International
"~ Committee on Intellectual Co-operation, Report of the Commitiee
on the Work of its Sixteenth Plenary Session. Gonova, 1934,
Ki}’penc ix 3, Woollaboration of the intellectual Co=cperation
Organisation in the Re-orgenisation of the Educational SBystem
in Ghina" by F. Maurette, ppe 21=27. '

n Psarl 80 Buak, *‘Tell the People®, Asia and the Americas, Vol. 45,

No. 1, January, 1945, Section 2, pp. 49=71, passim.
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7+ JInedequate Civil Administration’

The literary tradition has been responsible Tor one of the failings

of administrators, whioch Professor Tawney noled as follows:
The belief that to wrlte words on paper is bo perform

en ach seoms to be almost lneradicable, The result ls thab

polities too often end whers they should begin, with the

- aggertion of intentions . . », Conference follows confarence,

programme programme, and report report . . . MHountaing of

paper are acoumulated; bubt there is no adequate maogénaxy

Tor transmitting power, and the wheels do not turn.
Laws and regulations are vegarded ms ideals which must be adjusted bo
Gireumﬁﬁanﬁes rvather than as rules 4o be adhered to strictly. Re~
sponsibllity generally cannot be fastened on an individual, es he is
yart of a group of persoms who shleld one another; end femily systen -
'prasaurs is involved both in”appointm@nﬁs end in the execution of
fegumaﬁiensg in heien and provincial govermments even more than in the

national governments ”

EXTORNAL, GAUSES OF HCONOMIC, DISTRESS

“The foregoing internal oouses of esonomie maladjustment would have
 been enough alone to keep Ohina in an extremely weak economisc position,

but the situation was further complisabed by the political and sconomie T T T T

privileges exacted from the decadent Manchu rulers by im@erialistia
powers during the 19th Contury. The first of Dr. Sun Yatesen's "Three
Principles of the People® has usually been translated as "nabional

independenget, and its aim was to vemove the "unequal treaties® and to

92

Tawney, 0p. ¢ib., De. L74;
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restore full sovereignty to China,

Industrial Revolution

While it may be argued that the industrisl revolution has hardly
been effective in the interdior of China, the country nevertheless has
suffered seversly from its indirect resulits., The desire of industriale
ized nations faé wikets Loreed the |
influense, soncessions, extrawiafritariality, tmost favored nation®

clauses, the "open door" poliey, and the "conventional tariff" were all

merely the means by which economie privileges were secured,

1. Foreign Imports
The productsiof the factories were brought to China despite the

fast that the Uhinese economy had been largely self-gufficient. When
foreign goods were made évailable, howsvey, a demand was eresated for
‘4hem because of their novelty, thely cheapness in many eases, their

lﬁonVeniénce, and their uwnifowmiity.

‘2, Destruetlon of Cottage Industries and Hendiorafts

Part of the surplus time of farming families wss formerly absorbed

by the production of simple artlcles of everyday use in the homes. Be=
s1des supplying themselves, the farm families concentrated on certain

types of goods which they distributed to a small merket in exchange for
‘articles made by other families, Amang 150 farn fﬁmiliés investigated

‘iﬁ-ﬂarth China, an average of 70 per cent of the entire needs of the

— " Yamily were supplied by thelr own efforts. The other 30 per cent were

distributed largely by poddlers, temple fairs, and periodic village
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nmrketm%

In the townes handicralts were sometinmes carried on in small worke

shops on commission from merchants who furaished the materials, supplied
‘credit, end marketed the produce. In other instances the shop was owned
by a master who managed his own production but sold the finished pred-
et 4o ktna merchont, or in some gases marketed 1% himself by establishe
' ing a stors in the front part of the shope%
In the cities the handiorafts usually grouped tharﬁsalves on ocertain
‘strests ?cx' in certain districts, For iast—anas,’ in Peking the names of
| erafts have fupnished the names of certailn streets, such as Bead Strest,
“Silver Btreet, Brass Street, Flower Street, Lantern Street, ete. In the

. larger establishments in addition to the family members there were

" generally hired workérs and apprentices, who in wost cases lived at the

In smalley towns if there were only two or three families sngaged

~ in a certaln craft, they almost always had an vnderstanding on winimam

96

priceaev In lerger cenbers there were well established guilds which,

o in lieu of gavernment reguiations, controlled all fiyms conneeted with

: factory or shop and were treated more or less as neubers of the familys

—%e&%&iﬁ—h&dastryrtmdeﬁ, or service. In Poklug in 1920 there were 34
" guilde with 107,000 memberss The guilds exorcised very bight come

‘puléians over t-,heir nembers, and it was impossible for an independent

94 Jo Be ‘rayler, Farm and Factory; in Chinm, p. 16

v % Tawney, opo"eitu Ppe 1ll=114.

96 ayier, op. cite, ppe 43-44,
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conoern to survive. They regulated prices, apprentices, wages, hours,
weights and neasures, ebte.; and inf;vaeﬁims of rules were infrequente
They arbitrated beobween members and when necegsary brought pressure 1o
bear on offioials and public authorities.’’ |

The immediabe effect of foreign imports was to weaken and eventu-
ally almost destroy these handicrafts and home occupations, because ime
porbed goods were genérally cheaper and moye convenlent, if not always
ag artistic as the domestic artiecle. ih@ decay éf handieraft industries
was an additional burden on the agrisultural population, since they were
conduoted as supplamentary oceﬁpations in the farm families, or absorbed

surplus farm population in the towns, In 1909 in one arvea 40 per cent of

the cultbivators were reported to operabe simple mashines Tor weaving

~their own cotton, In 1929 one hsien in Shantung was reported to have
farm families engaged in making cotton cloth, halrnets, paper, ineehse,

- fire-crackers, straw braid, bean curds, and bean starch. Buck®s ine

vestigationg showed between %0 and 73 per cent of the farmers interviewed

in various sections derived part of thelr income from other than farm

gources, some of the other sources belng home industry, labor, pro=

f44~_-;4_fEssianal;mark,Mtrading,;andgxamiﬁﬁagggﬁ from absent members of the

fa:mily.?g

One result of the way and the Japanese blockade of China was the
revival, to a certain extent, of former handiorafts that became profit-

uble once again when impdrts were cut off,

9T Tawney, ope ¢ite, Pps 114=115.

% 7. 5. Condliffe, China Today: Economis, pp. 48-49.
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Foreign Keonomic Fxploitation

Thé'destruatian of the pre-industrial handieraits of China was not
dus to ﬁhe gonscious effort of the industrialized powerg, but rather dve S —
to the faet that China's econcmic structure could not withﬁtaﬂd the shock
of competition with a more modern method of production, 8ogmer or later

gouliar clivoumstances of China's

Anitiation into world egonomy injured the chances that she might have had
' o protect her peaple from incideatal dislocetions.  The special priv-
il@gés of Pforeigoers in China gave them advaniages over the Chinese in

industry and trade.

1. Tariff
The Treaty of Nanking in 1842 at the end of the nopium Fer® oohe
teined the provision that the Chinese were to establish a rogular tariff
to veplsce the prior confusing system of charges on trade and shipping@99
Thé tariff ostablished was based on & 5 por cent ad valorem duty on both
imperﬁz and exporits; aﬁd sxoept for cerbain ravisions‘or ad justments, the ’ ———

tayriff remained until 1929 & matber .of treaty arvangements in which China
100

r——4;«~—;~éi§rne$Ab&ﬂe_theggeweﬂgaifﬁeaisiang\ggggfhsinghts of foreigners to be
exempt from paylng likin and othor internal taxes was establishad for
imports in 1842 and was extended to exports im 1858. During the Taiping

Rebellion the Maritime Customs wers estublished with an Inglishman as

-9 Ca Fe Reger, The Foreign Trade of Chine, pp. 5 and 11-12,

100 G« ¥, Remer, Yoreign Investments in Ohina, pp. 46474
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101

- the ingpector-general.” The power that accompanied the control of

eustoms was expressed by Taylor as followss

- Thus the powers not only fixed the tariff Wt slso
collected it, and therefors could decide when and where
to pay the receipts. They first took oub of the cusbonms
rovenues money for the repayment of losns, loans whieh
they often foreod on the Chinese govermment. When there
‘was olvil strife, they could also decide which side they
would support with the customs revenues. The more monsy
lent %o China, the more the powers interfered in her ine

ternal affairs to see that the loane should be repaid.i02
Lacking tariff auwbtonomy, China was unable to adjust rates to proteck
 domegtic industrles; and Chinese merchanbts, who were foreed to pay likin

in addition to customs duties, could not compete with foreign importers,

2o Taxes to Service Foreign Loans

China's foreign debts were negligible until 1895, as most of the

v ﬁispuﬁes with Western powers before that date had been settled by
gz'éﬁtiag territory and trade and political privileges. The treaty which
, Ghina’ signed at the end of the Sino=Japanese war, however, inéluded an
indemmity of 230,000,000 taels payable to Japau, Fremch and Russian
diplomats secured for their financiers the loan of 400,000,000 francs at

4 per cent for the payment of the first installment of the Japanese ine-

demnitys an Anglo-Germen syndicate secured the privilege of arranging for
 the remaining installments in 1896 and 1898, A% the vonclusion of the
HBoxer Babellion bthe pea(ee protocel added an indemaity of 459,(306,636

taols (about U. S. $330,000,000) to the foreign debte. After the Revolu=

O TS =
L ) S X 2ol

102 George B, Taylor, Ch
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ging China, p. 55.
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tion of 1912 the first president, Ylan Shih-k'ai, was judged by Vestern
‘powers to be' the "strong man" who would ’bring order to China, so a number
of foreign loans were made to him for the government. One of these loans
was for k25,000,000, a "reorganization loan", although Ydan did not
fingllf use the money for that purpose. &t the time that China entered
the first World War, the "Nishihara" and other Jupanese loans amounted
%o at least 240,000,000 yen for the year 1918 alone, and were secured by

options on railway, nining, and industrial rights in the Manchurian prov-

aimaes_.lﬁ?i These are examples of only the more important debbts and loans;

" but there were innumerable others, often to recognized government ofe-

- fielals, bubt sometimes to either or both leaders of rival factions.
?ériapa types of security were the maritime customs receipts; the sals
tax, which was a government meﬁepoly under foreign supervision after it
was pledged for loan service; likin frem certain specified provinces;
r-aiiway revenues and sometimes mortgages on rallway property: and optlons

" on industyy or naturdl rssmc@selm There was $§0h confusion -that loans
for supposedly productive purposes ended by heing used for other PUTDOBES,

A statement by the Minister of Commuications in 1922 was as follows:

1411 the properties and revenues of the telegraph (and

telephone) administration have been pledged as security with
practically nothing left. If these loans wereé meds use of for
the increase of the capital investment and for the extension
of the system, then the business of the telegraph (and tele-
phone) administration would be much wore developed, But the
majority of these loans was either borrowed by the Ministry

103 Ge Nye Steiger, A History of the Far East, passim,

“94"“51;'» Go Coons, The Foreiegn Public Debt of. China, passim.
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of Finance or spent by the Railway Administration. ALl
spent by the talegraph administration was less than 15
per cenb.” .
Meny of the loans were in defaulﬁ and China's credid stanaing wag ruined.
Loans eantinueﬁ %a be made, but these were largely to secure politicel
or economic advantages and were not strietly business transactions.
- Japan vas most actlve in this respect, especially during the first World
Hare
Condliffe quoted the percentages of total national expenditures
for various purposes in 1928-1929 and 1929=1930, after the Nationalist
Revolution. In these two years the loan service amounted to 27.9 per
cent and 29,5 per centy indemnity servies, 8.9 per cent and 7.7 per cent,
For the same years military establishments accounted for 48.2 per cent
and 45,5 per gent of the total expenditures. He concluded as followss
No budget of which from 82 to 85 per cent is spent
upon the uwoproductive services of military establishments and
debt and indemnity payments can bhe said to be healthy. The
grying need of China iz for peace and a reduction of nili-

tary expenditurvs, Less than 10 per cent of the vevenue ¢ole
lected goes to the true funstions of centr&l)gﬁverﬁmantalﬁ

3. Extraterritoriality Hampered Zooumomic Control

The system of extraterritorial;ﬁy, wharehw faraian patlonels rew

siding in China were subjeet to the jurisdietion of kheir own laws and

courts, applied to corporations as well as to individualsulﬂ? It hasg

105 guoted in Coons® The Foreign Public Debt of China, pa 49
106 Condliffe, ops oits, ppe 125-126,

10T ¢ ¥, Remer, Foreign Investmoute in China, pp. 43=44,
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already been mentloned that treaty arrangements e¢xempted foreigners

from peying likin and other internal taxes, on the ussumpbion that they

:’U‘wnuld'pay th@.maritime sushons tarif? of 5 per cent on imports and ek~

-_. porta. The Treaty ¢f Shimonosekl psrmitted Porelgners to evest fas-

-—-—~—~%hs—an£e@eame&tge£~iaber~1aws~thaﬁ wore onacted,”

tories on Ohinese soil, snd thersafber the products of foreign-owned
fastories were nod charged with the maritine ousbomsa duty. Another ade
: ?ﬁnﬁag& afforded to foreigners because of extraterritoriality was %o . o
surer protectlon against illegal levies and exactions by provincial and
locs) warlords. . gﬂlog The treaties of the 19th Century also provided
" thet foreign vessels could engege lb voastal end inland trafficy btheree
after forelgn gunboats were able ho probect the property of thelr na~
tionals in casé of elvil way or anti-forelgn demonstrabions,

;Alﬁheuéh theré was some attempt at fantoryiinspaetian in Shenghsi
in later yaa?sa it was nrganized on a mors or less voluntary basis and
gould not be enforced with foreigners because of extraterritoriality;
Faced by the competition of those foreign concerns, and able to securs
unlinited 1L poorly trained labor from the surplus population, Chinese

fixms on the whole pald even lower wages than Forelgn fdrms and opposed
109 '

| Extraberritoriality was relinquished by Great Britain and the Eni@eé
States in 1943, Other nations havisg oxbratervitorial rights in China

are gradually following suilt.

108

H. D. ¥ong, "The Prospest for China’s Industrialization®, Paclfic
— Affairs, Vol. 15, No. 1, Mayxek, 1942, p. 57-
109

Helen Pratt, Chins snd Her Unfin&shed Revolution, pp. 149-152;
" Eleanor Ku Tattimore, L&b@?’ﬁn&@hg dn the Far Eagt, pps 9=1l.
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4 Unbalanced Hgonomis Davelopment’

ﬁhat»m@dern industries there were ln China wers concentrated in
the extreme eastern fringe and in Manchuria, with some development in
: ?hﬁ'Yangtza basin, malnly in Hankows. For all the effect that they had
‘gn’the’deep interior, with the lack of tvansportation, they might- bardly
have existed, In 19%0 the six provinces of Kia gw“a Lisoning, “péi;
@Wangtﬁng, Shanﬁungg and Hupeh, about 10 per cent of the area of China
and about 36 per cent of the populatlon, accounted for

e » o 92 per cend of forelgn trade, 53 per cent of
$he rallways, 42 per cent of the motor roads, 64 per cenk.
of coal and lron-ore oubput, 93 per sent of the cobtion yarn

gpun, 92 per cend of the silk reeled, 86 por cent of the

0il preseed, and 87 per cent of the eleotric~poweyr capaeiﬂy 110

- Pwo=thirds of th@ 1302 factories established between 1920 and 1930 wWors

Wil 1a the four olbies of Shanghed, Wusih, Hankow, and Daiven,'Mt
Modern industry and trensportation having been introduced inte

Qh;na by foreignarsa they were naturaily‘esﬁablished in the coastal row

gian where troaty arrangements provided the most advantages, While some |

Chinese learned how %o use modern techniques from foreign study, obser-

vation of forelgn enterprises, or agsociation with foreign establishe S e

ments; eontrol of industry tended $6 vemain predominently foreign. Thus

e o o Over one-guarber of China's rallway mileage, over three-

guarters of her lron ore, mines producing more than half hepr

output of coal, more than half the capltal invested In cotbon
- mills, and & smaller but nob negligible proportion of that in-

110 Rs He Tawnayg'Lana and Labour in China, p. 127,

113
Hdrpia,



47
!  .yeste@;in oll mills, flour mills, tobasco faabgri@fizm@tér
factories and banks is in the hands of foraignerﬁa‘
The problem of the Nationalist Government in 1928 was actually %o
“Qrea@é" rather than to “rae@nstruaﬁﬁ thé mashinepy of government. In
" yiew of the depressing econanic conditions desoribed in this chapter,
‘the marvel is that the countyy hed hung together at all and that it hed
“besn possible for‘%he eemmén ﬁeaple to maintain thelir way of 1ife, That |
they haa been able to de.so wag largaly dus 1o the sbrea@ﬁh.éf the family
and to the tradition of loea) 8eifwsuffiaiene§ and salfwrelianeeall3
Gonpl.ete ﬁni.fi@ation of the sountry did not follow the Kuominteng
assumption of natlonal pow@rrin 19289 bub the government was glven atb
least taslt recognitlion by all fa@éi@ﬂs exagpﬁ the Gommunists and ger-
tain more or less lsolated provincisl and local groups. The desire for
improved living conditiong in a uﬁifi@d, médern state expressed itaell
in & femment of planning many new reconstrustion projects, lneluding the

encouragement of cooperatives.

112 Pawney, ops oit., p. 127,

113
e _lbm;z - @aﬁféme
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Chapter II

VIBHS ON RECONSTRUCTION AFTIR 1928

KUOMINEANG VIEWS ON RECONSTRUCTION

The Kuomintang Party since 1928 has been supported by more of the
alomonts holding power end influence in China then any other governw
ment sinss Western ideas began to penstrate the country. This has been
asﬁaelally true since 1937, when Japanese aggrossion caused a surge of
pational feeliug, which was cuncenbrated bekind the party as the acknowl-
edged foree best able $o conduct national defence. Ia geaeral, the
Kuomintang claims %o follow Dy, Son Yat-sen's doctrines. In aeﬁual
practice, howsver, the rssult is often so affected by comprowise that
rogulations are nbt imyzsmsntaa(er resuits Pall fer shord Qf what a

foreign ohoerver might expect.

Sun Yatesen's Legaoy

Afber Dr. Sunts death the Kuomintang built up reverence for his
‘memory through proyéganda that made it seem Tor a time as though he wasg

almost being deified. Hie impressive tomb at Nanking was a symbol of his

—————4mpoytance as a nabtional hero--the devobion-to this shrine probably not

being exgeeded in modern times exgept by that offeréﬂ to the tomb of

Lenin in Moscow.

1. San Min Chy I

Qe-r.né hat hag beean

— ——Thecentral -peintor sloga

handed down as the ultimate goal of the Kuomintang for Chins is the San
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Kin Chu I or the "Three Principles of the People": National sover-

 ' eignty, demoorascy, and peoplets livelihood or economic security.

2

fhree Stages of Democracy
~Realizing that China could not become a demosracy overnight, Dr. -

Sun advosated thres stages of development through which the goals might

be sbtalned: Military wnificabtion, a period of political tutelage dur-

ing which the Xuwomintang party would provide leadership to help the

people prepare for the final stage, constitubional democratic seli-goverus

ment. The beginulng of the peried of political tubtelage was proclaimed

ia 1928, and China has not yetvpregréssad to the third stage, which will

be signalized by the adopbion of a constitution,

3,

Fireh Regonstruobion Plans

Drs Sun also bequesthed to China its figst plen for national

sconomic development, in his book, The International Development of

thnagl The ambitions nature of Dr. Suats plan can be judged from ibs

divisions:

1. Developmend of a communications systen ' Pm

8, 100,000 miles of railways
by 150005000 mites—of magadam yoads
¢s Improvement of existing canals
d. Consbruction of new ganals
8s  River conservancy
f. Hores telegraph, telephone, and wireless lines
throughout the country
2. Develoyment of commercial harbors
8, Thres large ocean ports with future capaciﬁy o
equal that of New York harbor, in North, Cenbtral,
and South China

1

Published in New York and London in 1921.
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be Various small commerciml and fishiung harbors along
goast
¢+ Commercial docks along all navigable rivers
3+ Hodern citles with public utilities in all railway centers,
termini, and alongside harbors
4, Water power development .
54 Iron and steel works and cement wcrks on the largest scals
to supply the sbove nueeds
6¢ Mineral development
7o Agricultural developmend
- 8+ Irrigation work on the largest scale, even in outlying
regions such as Sinkisng and HMongolia
9. Reforestation im Central and North China
10, Colonization in Manchurla, Mongolia, Siukisng, Xokonor,
and Tibet

Dy, Sun deperibed thls proposed development as " international" be=
.ﬂc:ause it was to be financed by foreign capitala' Both 1nteraai and prin-
eipal wore to be paid from profits. Themai“ter the profits were Lo be
devoted o paying higher wages for labor and to improving snd extending
the machinery of produstion, with any further profits going to the pub-
; lie in the form of reduced prices on all commodities and public ser-
vices. His idea was "to make capitalism creste socialism in China so
<bhat these two ecanem’ie ferces of human evolution will work side byv
side in fubure civilization,? Dr. Sun did not set a time limit for the

cemzalet.ion of the plan, nor 4id he estimate the cost, He evolved this

M_*p}.ﬁngwhﬁa_heqmsfakpaliﬁsal;exile ~with-no—strong backing in his own

oonntry, but when his party came to power they determined to try to carry
~out his plan,
After Sun Yatesen's desth in 1925, and after the establishment of

the Kuomintang ruz.e in 1928, his son, Sun Fo, was appointed Minister of

2 Gideon Chen, Chiness CGovernment Egonomic Planning and Reeenstmeticm
singe 1927, Vs be (Quotabion Trom T}m Tnternational ~Developmenk
of Ohina, r. 237.)
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Railwaye, In his officisl capavity he worked out a TenaYear‘Plan'cailaa
fhﬂ "Outline of National Reconstruction”, in which he tried to set &
time limit and to estimate a budget for his father's plan. He calculated
~ that it would require Tifty years aud é minimm of $25 billion to com=

s

plote it.

- Fagbions within the Kuomintang

.?@hile there has been only ons legsal rarby in China from 1928 %o the
pregent time, its members have never héld unaninous views. The Kuow
mintaﬁg, reorganized after the expulsion of the Communists in 1927, cons
sisted ()f three groups who were described as follows by Dra George Ee
'I?&ylorz

There are the rural lundlords aod gentry who, since the
fall of the Manchu Empire, have dominated the agrarian scene,
and, under the present system, are an essential element in the
working of China’s rural economy., Then there are what might

+  be called the bourgeois interests, including the banks, induge
trialists, and rich merchants, Finally, there is the army,
which binds the first two together and is itsel? financially
dependent upon the one for the colleetion of land tazes, and
upon the other for loans, as well as the maintenance of es-
santial imports from abrosd. The landlords and the bourgeois
interests, in tury, depend on the army for the preservation
of law and order. ’

& Wing. Viaws&& Reconstruch ifm

: 331'..- Taylor went on o explain that the first and last gyroups have

hed epmén intersats and have formed the right wing of the Kuomintang,.

3 Gldeon Chen, . ep, ¢ibs, PPs 3=10s C

4; Qaargs E. ’faylor, "The Eecenstmetion Mo*mmn‘b i.n Ghina“ boawmnt v,
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Their idea of reconstruction 1z to est.vlish what he cailed the "Hili-
- tary-Agrarisn State", favoring a paternal government, the strengthening
of groups that have the most to fear from Commnisn, and basic industries
which ean support a wodern army. The method advocated by this group is
- anbherignrians They wish to organize #11 phages of civilian 1life on a

military basis, and oppose freedom of speeeh and public oplnion, They

-+ oand also in varying degrees anti-Communist. This wing bas been called

Favor styict control fram above as the quickest goute ¥

]
o
&
@

typs of
reconstruction that they want, which would not iaelade mch rural reform
bééanae the group is nade up of landowners and the military, most of whom
ara'lanaawnera~ia their own right or from landlord=-genbtry families.s
They favorvwhaf ﬁﬁay eall rursl reform as a mwans of keeping agrarian
éistﬁrbanees in check. This group has had control of the Kuamintang and
“hence of most of the country ever since 1927; for the civil wars, the
f'attem§t to destroy Communism, and the war with Japan all planed the army

in the first position of impoertance for the preservation of the countryeé

'2.> Left Wing Views on Reconstruction

The left wing of the party, Dr. Taylor stated, in som: wsys has had

the seme aims as the right wing, in that they-have been anbti-JTapaness

the Westernized group, comprising importers and sxporters, industriale
ists, merchants, bankers, and intelligentsia, and has been united in

preferring civil to military control, although being dependent on the

5 Gearga Ee Tayiar, The ﬁeccustrﬁetion Mavemsnt in China, vps 386-3873

6 George B. Taylor, The Reconstruetion Mcvement in Ghina, P }79»380¢
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-military for asfensgg While members of this group have had some divef”“

gent interests, and while many of them are the sons of landowners, bthey
are interested in bullding up the institutions ef»centralized governuent
aad are the staunchest supporters of nationel economic planning. They

fayor currency and financial reform, safety for investments and for ine

_dustrialization, tariff and tax reform, and such measures ag would fure

ther the révival of asgriculbure and the exploitation of natural resources,

the spresd of eéueatibn, and the expansion of the purchasing pnwer°of the

peasants. In method, this group favor a process of education whiech would

obtalin the cooperation rather thau the ebedience of the people¢7

It has been pointed out in a recent book that this latter group,
with the conquest of the coastal region by the Japanese, lost 1lts former
position of power: |

Of the coslition composing the Kuomintang, the bankers and
industrialists, by being driven inte the far interior, had lost
most of the tangible prcperty snd the struecture of trading con-
nectiona on which their power and polibtical influence were based,
Congequently, bhere began a subtle change in the relations be-
tween bthem and the Kuominbang Party functionaries and govern~
ment administrators. Once their opinions and wishes had had
great influence on party decisions and goverament policles. How,
it was they who had to defer to bureauverats und functionaries,
The pitifully small percentage of machinery which had been sale

vaged from the industrial clties gould not be set up agaln with-

out consulting officluls who kunew the government®s way plans.
Even more imporbant, the government, because of the terrible
dislocation of the whole country's financial strueture, became
rapldly more important as the major scurce of both investment
eapital and working capital, provided through grants and sub-
gidies, CGovernuont Punctionaries, in & word, became members

- of boards of Jdirectors, while formexr managing directors and

@eaﬁa%?ae%&earﬁawemaat—ia_chiaa3 pps—387=3883
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| members of boards became subsidiary business bnreaueratsns
If, as seems ligelyg this Westernized group reg&ins its former positioé
ef’powar in the post-war period, the prospects for a;typs of recongtrue-
tion that will tend to benefit the agrarian population will be much

brighter.

P 2 | o TF oot et PR ED e i B $
R LLEMAIIN L34 MELURNCON L0 A8UORSLIUGLLON

After 192?’the land tex was allocated to the provinces as their
main source of reﬁenuée?‘ This left the customs, the salt tex, and the
new gonsolidated tex on tobacse, flour, cotton yarn, matches, cement,
beer, ete.,'as the main $Qure@é of national revenue, although there were
& pumber of.other taxes that brought in smaller amounts.'® After the
. Japanese conquest of Manchuria and their encroechment inte the reét of

'ﬁorth Ghina, Japanese-ingplred émugglipg became a serious problem, re-
‘sulbing im the shrinkage of total Chinese goverament revenue by 4 per
‘eent in the year 1935 aleneall o

Both the customs and salt revenues ineressed after 1928, through

tariff autononmy agd the reorganization of the Salt Gaballasla After

1928 the budget was published annually. Through the retirement of a few

of the old loans secured on the customs and salt taxes, the remission

_ 8 Ouwen Lattimore, Sblutianfggiﬁsia, Ppe 104-105.

7 Institute of Pacific Relations, Problems of the Pacific, 1936, p. 160,

10 Ghing Yoar Book, 1938, pp. 471-472 and 489,

12 onina Year Boolk, 1938,, PPe 488%8%
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~and cancellation of part of the Boxer Indemnities, and the reform of the

monetary and banking systems, the Hinistry of Finance, under Ministers

Ty Ve Soong and H. He Kung from 1928 to 1937, succeeded in restoring
sonewhat the finsncial standing of the sountry. However, there contisuved
to be s deficit, and military outlays and debt services contlnmed to

AQQOunt for more than half of the national expenditures:

Table IV

Wilitary and Debt.Expenﬁitur8513
(in million §)

Year Military % of Total  Loang, 1, of Total

" Expenditure Payments eto. Payments
1929 210 50,8 158 - 38,3
1930 ' 245 45,5 200 3.2
1931 312 43,6 290 40,5
1932 304 44,5 270 © 3945
. 1933 321 ‘ 49 .7 210 32.6
1934 317% 48,5 244 31.8
1935 368 34.4 356 33.2

After military expenses aund loan services were paid, it can readily
be seen that not much remained for ordinary goverament functions and for
reconstruction. The budget for 1937-1938 allotted 7 per cent of the
total for reconstruction, aithough sums provided for various government

minigtries probably sccounted for certain projscts under theiy direct

aupervieien.lé

Documents on Resonstruetion

From the very begimning the Nationalist Government and the Kuominbang

15 Ohina Yesr Book 10728 e 4 :
wiitd f QOB A 7V Ve Ffdhe

14 114., p. 472
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. . have been on record as favoriang reconstruction and reform. A few docu~

nments of the Kuomintang and cerdaln lesws enacted by the goverament in-
dicate the official views, Usually the party has taken a stend, and then
the matter has been turned over to the government oy implementation,

although aetlion has not necessarily followed. Lawraneé K. Rosinger has

recently written as follows:

| Win terns of praciical politics it would be frultless to

make distinetions between the powers of the offisial political

party and the official sdministrative organization,l3

In 1929 the Third National Gahgresg of Representatives of the
iKnomintang passed a program entitled "Definite Fixing of the Program and
' Budgaﬁ for Material Recénstruction in the Period of Political Tutelage."
The program was to have been determined according tb Dr, Sun°é original
”plan, and Qne-half of the tax revemes, mational and provincial, was to
" have been used for reconstruction. After this plan was passed in prine
eiple, it wag referred o the Central Executive Committes of the Kuomine
tang, where it was realistically limited by assigning only the increase
of customs revenus in 1929 cvarv1928 for national reconstruction, and any
" 16

f_1929 jnerease in land texes for leocal reconstructions

The Land Act of 1930 was passed by the Legislative Yuan, which desige

neted the Ministry of Industry, at thet time responsible for agriculture,
industry, and commerce, as the organ for enforcement. It has never been

enforced to any great extent bocause of the lack of a complete cadustral

15 China's Wartime Polities, p. 10

16—gydeon Chien, 6p. ¢it., vp. 1112,
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11 The Rsjcehman Report

survey, although some attempt was made after 193%6.
to the League of Natlons stated the following:

This aet represents the programme of desired futurg
accomplishments rather than a code of actual practice.t

The aét consists of about 400 articles and provides that an absentee
landlord may be dispasseséed apparently without payment by a tenant who
“has eultivated the land for ten ysawrs; thab provineclal a
‘given power to limit the size of holdings and %o expropriate any sxcess
above the limits that rent be limited to 374 per cent of the produce;
that a tenant cennot be evicted except under specified conditions and is
%0 have the prior right of purchase if the landlord wishes Yo sell; that
‘Vthe tonant is to be compensated for improvements whieh.he hag-madey thab

- land strips may be rearranged into compact holdings if more than half the

© farmers of a distriet do not objeet; that the tenant may deduot from the

rent any land tax that he pays; and that both_central and péé#incial land

offices be established.’’ If this act had been enforced, it would have

rémnved some of the worat handicaps of the farmers. B
The Provisional Constitution for the Period of Politicul Tutelage,

_promulgated June 1, 1931, asfter its adoption by the National Psople's

Gonvention, provides that the state shall take aetive steps to carry out

reclamation and irrigation, road-bullding, sclentifle agricultural edu-

1 He D, Fong, Toward Economie Control -im Chins, pp. 58—59,

18 League of Nations Council, Gouneil Commitbtee on Technical Co-operation

between the League of N&tions and China. Report of the Technical

@ﬁﬂtﬁeﬁt URELL April 15t 1 54, p. 26, (8ignod L. Rajohman Cand
hereatter referred to as the #ajchman Report. )

19 Ibide., pp. 26=27.
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| ecation, and the "Hatablishmend of agrioultural banks snd encoursgement of .
ecopsrative enteryrises in the ?ﬁ?al communities,ﬂ?o |

A Bix-¥sar "Progeam for Meterial R@nonstructién“ was also g&séed in
19321 by the Nsiional Pee@lg’s Convention; a Ten-Year Flan was announced
in Geneva in August, 1931: Dy, H. H. Kung's "Basiec Industry Plan® had

beenraéopted in 1928 by the Central Executive Committee; Chen Kungspo's

"Four~Year Industrisl Plan" for the development of the»Yangtze'Valley as
a centey of heavy industyry hed partly been put into effect after 1932
and a number of other plans had also been eonsidersd, Most of these plans
lacked provizions for machinery to carry bthem out and were nob haﬁ@ered
by any reference Lo cosfa or possible sourges of meneyagl 'Bre He Do Fong
pointed out that Sun Fo's attempt in 1928 to make his father's plans cone
crete salled fér an annual budget of $500 miliian for fifty years, where=
as in 1928 the total actual revenue of the national government was only
$151 million.>> While these plans came %o naught, they show the pre-
cccup&tion of party members and govermment officials with the nesd for
raf oM

Cooperatives had been begun in China in a small way in the 1920%s,
and finally a Cooperative lLaw was enacted by the Central Covernment dim—
1934, to become effective September 1, 1935. It may have bsen superseded |

by regulations issued subseguently by the various bureaus to which éo«

20 Ghina Handbook, 1937-4 2 {A Conprehensive Survey of Major Develapm
ments in China in Six Years of War), bhinese‘ﬁinistry of Infore
mation, Po 1176

~(1deon Chen, ops 0ibs, ppe Lle26s

22 H@ D, Fong, ope. cit., Do 760
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op@rat#va matters have bHesn transferred through a decads of "administrae
tive raafgahizatiah”¢ It conmisted of 9 ahapters and 76 articles, de~
‘Ifining sooparative societies: recognizing eredit, industrial, agri-
sultural , sonsumption, insurance, or other types; and providing for

| socleties of limited and unlimited liability. The minimum number of mem

bers was set at seven, and a constitution, directors, and supervisors were

'réquirgd t0o govern operations. Socleties were wade exempt from income tax
and turnover tax, and had to register with the competent muthorities with-
.1# a mmnth ef organization, Members were required to be twenty ygafs old
and 4o have avregular'meeupatien, and were not permitted to belong Ho fore
than one aniimited soeiby at a time. ¥ach member had to hold one share,
and none gould hold more than 25 per cent of the’total espital stock, or .
more than 10 per cent in a conswmers’ soaiaty« Par value of staék had %o
‘be betweé# $2 and $20, éividends could not exceed 10 per cent per annum,
and ne transfer of shares was permissible without the consent of the so~
#iatya Profite were to be divided as follows: 20 per cent to reserve
fﬁnﬁ; 10 per cent to émergenoy funé; 10 per cent for payment to the ad-
ministrative couneil and office sbaff; and further profits to members in

propordion to their business with the soelety. Hgually delsiled sections——

prav;ﬁad for federations oy nnionsa23
As early as 1936, Dr. W. Mackenzie Steovens, a cooperative expert
from the United States who was then in China, wrote that while the fo-

oyaraﬁivé Law was carefully worked out on the mholé, it was oo rigid

—R3— 4, 1807, "Co~operation in China®, International Review of Agri-
auliure, Vol. 29, No. 7, J’ulyg 1938, Pps 32HRE=327Ra
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fgr the safe and rapld development of the cooperative movement in s vast
country with varying conditions, and that it did.nct allow the flexibility
necessary to provide for the different objectives of various types of co-
operative societics. He gave invdetail the wording of changes that should
bg.made in eighteen specific sectlions of the law to remove the dsficion-

24

eies he eggg;@ered Ohjé@ti@ﬂ&bl@a No information has been discovered

t@ determine whether his suggestions were followed.
| The moat conorste aahiqvemenﬁ of the Extraerdina:y Party Natlonal

ﬁqngreaﬁ in 19%8 was-the adoption of therﬁPregram of Armed Résistanae and
H@tienal Reconstruction’, Besides wartime measures, it included the
“directive that thslggggg,should be taken as the fundamental unit of local
ﬁglfwgavarnment, To cérry this out, the Hatianél Government promulgated,
*iglﬁéptember, 1939, the "Organic Outline of Various Graded Units in the
.gégggy, t0 bring about the nawgggigg'system; and 1t followed this up in
Avgust, 1940, with the "Outline for the Organization of Coopsrative Sow
eleties in Hslen and Aﬁministmtive Units below Muﬁ This wartime
- program included the following statement uﬁdef the section on Hconomie

affairSS

: The greatest measure of energy shall be devoted to the
development of rural economy, the encouragement of goopera-
tive enterprises, the regulation of foodstufis with regard
to their demand and supply, the cultivation of wasteland end
the limprovement of irrigetion ianstallations,

24y, Mackenzie Stevens, "A Critiqus of the Ghiness Cooperative
‘ Lew", Nankai Souial and Hoomomie Quarterly, Vol. 8, No. 4,
J&nu&ryg 19363 FPPe 773“‘823& )

25 Ohina Hendbook, 1937-43, pp. 103-104 and 629,
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Mining shall bo undertaken, the foundetion for heavy
industries shall be laid, light industries shall be encoure
aged, and maiamfgéimustriea in the various provinces
ghall be developed.”® :
 Ihe Central Planning Board was established in October, 1940, under
the Supreme National Defonse Council, to formulate and sbudy all plens of
political and cconomic retonstruction. It had completed a “"Three-Year

APoste

QRS VARG  SVOWAEART W AL VR4 A WA anda IV ol AR Y iades | <

War Five-Yoar National Defense and Heonomic Reconstruction Plan, and a
Tenwﬁ’ear Plan for the development of the Northwest Ff@?’iﬂﬁ@ﬁaa?

The Final Drafb Conéﬁitutim of the Republic of China, published in
Moy, 1936, but not yet adopted, does not specifically mention cooperatives,
. although i‘b reiterates the rosponsibility bo provide for the “peoplets
livelihood" '28 v | |
9ffielal Polley
_ Government polioy, as it has revealsd iteslf in enactments and in-
‘harpmmmcmv, can be ssld to sonsist of the New Life Hovement in the so=
viel poalm; the New Hsien Gwermen‘b, which smphesizes the sounty rather
than the province, 1u the politieml £ield; and the promotion of state=

controlled heavy ‘mﬁasﬁwa privetely owned light industry, end the stime

wlabion of agriculture sud handicrafts, with encouragement of toopera~
tives, in the economiec sphars.

Hoth bthe Wew Life Hmem{ant‘ and the New Helen Government are direotly

26 ohine Handbogk, 1937~43, Po 62

——‘"whxbiﬁoi’EPF'Séﬂgl?g R

28 Thide, PP 120127,



62

traceable to Qh‘iéngxaiwahek, m is by b‘aakg,ivbund of the military group,
&lt}zcmgh he also holds magy'eivii‘posta. Both deﬁcsvs wors tried out
&fﬁer'i?}d- in the redovered Communist areas, especially Kilangsei, and wére
' fmmd offective in organizing--one might say regimenting-~the populace

while a slightly liberalized version of the 0ld agrarian system was ree

_stored, The New Life Movement is designed to revive the old vizrtues and
48 accompanied by the encouragement by the military subthorities of a ree
vival .cf GQXQﬁlQi&ﬁiﬁﬂaz? The Now Hsien plan has its poluts as e device
fez? strippiag the px_«ovix'wes of a’éme of their power; but its gentral idea,

. the _m«glﬁg system, has been reported as being used for policing and for

eonéarip%ing labor in the rural aress rather than as a 't‘mrkshﬂpb for demo=

ceratic tmining}g »‘Bhe mgem system, like the New Life Movement, is a

" revival of an ancient system. The term was in use during the Sung Dy-
nasty f(§60n1276 AeDs}, although the sysbem itself, used for military pure
poges, was known as early as the Han 'Dynasﬁy}l

‘ Nothing as definite as these two systems has emerged in the economie
field. It is apparvently the accepted ldea that the state will engage in .'
all 'i\zéavy and oxtractive industry, while leaving the light and consumers?®

_ iﬂéaﬁtz%as—infpﬁiwtefhaa&s-;f'butraa—"éafinite'féemamaﬁ ion has yet been ane

- _nounceds

ﬁliihough the intentien in this paper is to emphasize information ree

29 George E» Taylme, The Reeonstmetioa Mavament in China, pp. 39‘7»&

0 Ibide, TP 378«3’79, Jo Me Do Pringle, China Stru
- PPe 95=94e R

31 §. M. Chang, A Now Government for Rural China: The Political Aspect
of Rural Reeanstruction, Po 59
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garding cooperatives, it must not be assumed that the plansz call for a
sooperative economic gystem. Oredit cooperatives have been widely uti~
lized for the.digtributiqn.of rural credit, but the industrial coopera-
tives have had a good deal of opposition, as well as diffieulty in avoid-
ing the bureaucratic ccntrél to which the credit cooperatives are already
_Bubjected. During the war it appeared that all organivations, of any
kind, were subject to burssuoratic control., One can only hppe that thia‘
was a temp§ra&y wartime incursion on the rights of the people that the
goverhmenh is on record as faﬁoring. |
V'GQVernmsnt policies‘were so much eriticized, in spite of the absence
- of real freedom of expression dniing the war, that it is doubtful if the
- Chinese people will submit to strict “organization® now that the war is
over, Bésides the Communist party, which has more or less acted as a
geéd.te the Kuomintang in reconstruetion, there are a number of other.A
less well organized opposition parties, all of which were illegal under
the one-pafty system. Furthermore, the Chinese have a tradition of their
right and even duty to revolt against the government if conditions become
unbearable, In the days of the Empire the exercise of this éight brought
“"‘f“;‘ahaut‘the‘overtﬁfow*of7mﬂre”than”nﬂe”deeadent'dynasty, whioch wes 8aid te
_havé loét the *Mandate of Heaven! when it no longer provided for the well-

being of the peoplee.

The measure of success that General Marshall has haed up to.the pres-

ent time in encouraging the reconciliation of differences mekes the Butn

' 1bok%fur'unityﬂbetter’noW"than it has ever been since the establishment

of the Ropublia,
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| YIBNS ON RECONSTRUCTION IN THE PROVINCES

The military-agrarian group, while well represented in the nationsl
government, has been predominant in-the provinessj the Westeraized group,
which formerly had great influence in the national government, has never

made important inroads in the 'pmvineasz-4’éxeept in a fow large cities.

The vommittee system formerly used in some provincial admiziirstmtions has
| gm@ way to governors who represent the military sysﬁem} 2 ‘:L‘hﬁa the
ruling classes in the provinees have worked toward the ideas of recons
eﬁ‘uatimz alrsady expressed for the militarvy-agrerien group (Ses pp.Jle
52.) |

The retreat of the éem;ral goverament into the rin'berier, the estab=
) 1&9&;11‘6_31*&. of government-controlled or ~owned factories in the Northwest
and Southwest, aund the absorption of the provineial armies inbo the na-
‘tional army during the war,-all sbtrengthened the central government at
the expense of the ;.;rwinees. As the provineiel suthorities accepted
gentral control and a certain number of national regulations, however,
_ their 119&&9}:3 were neually absorbed into the natiomal bureaucracy, where

they tended to foree further compromises between provinelal and pational

;miat%affview,—Gentralﬁgevernmentr aontrol hes not- disturbed rtowany;gréa%;; R

extent the position of landlords and their sources of wealth and influence
in the provinces. Thus, whether the province is samiﬂindepén&en’c or under
more or less close central conbtrol, the agrarian problem remains the sames

Szechwan, chosen as the warbime base with the national capital at -

e mreioen. stk e pAdshinaiarn o it

387.

32 George f. Taylor, The Recomstruction Movement in China, pp. 386=
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Chungking, has been more affected than sny other provinse in the curtaile
nend of'its former semi-indevendence., Soms'iﬁt@$in% provinces have heen
affect@a searcely at all. For instance, Sinkiang, for many years virtu-
ally indé@andent, c¢ould throw its wolght toward Bussie, although it is

now nominally under central gavaénmant conbrol. Yinnan, &hich:had one of

the most eorrupt of the provinsial governments, was only partially brought

under control during the war, sg iz explained in the following quotation:
~ The autonomy of the provincial government, however, has

hardly been disturbed, The dominant interest of the local vegims

ig the preservation of lts prerogebives againet the day when

the central government shall again move %ga seab eastward Lo~

ward the seacoast at the end of the war.

The Draft Oonstitubion dees not provide for any division of powerg
between the central and provinclal government aggneiaaé the latter being
axpectad merély to exeocute the laws and orders of the central governe
maﬂtﬁg

Reconstruetion on the provimeisl level, ag well as on the natlonal
level, depends on tha eveilability of funds. Thore have heen a muwber
of chengos in the finaveial resources of the provinees, the general ef-

Teet of which will be to reduce provinelal power. Part of the likin
———revonue -had been-ussd for-provineial purposes; and to replace it efber
its abolition the business tax was provided in 1928, Thersafter the

land, business, and title-deeds texes were mosh productive of provinelal

:?:_,._.. el . S g |

35 Davidg N. Rowe, China Among the Powers, pp. 1354136, It was only
in Ostober, 1945, after the end of the war, that Ydonan's pro-
vinoial ruler was yeplaced by ax appoinbee of Chlang Kueileshek,

0. Tine, Vol. 46, Noo. 16, Datober 15, 1945, p. 26,

54 Ibids, pe 143,
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ra'wmmz 3

In 1951&-?-1932, figures from 20 prcvinées ghowed thalt an average of
16 per e\en'i; of the total provineial budgets were devoted to reconstruction.
In 3;935*-1936 voconstruction accounted for 10 to 11 per cent of the total
oublays in 18 provisces and 4 municipalitiaag;’"s

The Second Financial Conference in wzé issued a manifesto making

the following polnte: The central government was to be petitioned to ise
sue a mandate prohibiting the ;ncreasa of lend taxes; surtaxes and mige
cellaneous levies were to-be reduced gradually until totally abolisheds

~ the inefficient provineial tex collection system was to be reformed; pro-
vineisl and helen revenues were to be clearly demarcated; after the aboe
litien of exorbitant and miscellansous taxes beginning from July, 1934, |
the central government was to veserve revenus Trom the stamp tax fézﬂ ‘sube
sidies to provincial governments and also to allow them to collect the
tobaceo and wine license taxy expenses of the judielary, formerly paid
from the provineial treasuiy, wers to be pald by the central tmasurya?’? :

| ‘The most dimportant change, however, if 1t is‘ being enforced, was

that made et the Eighth Plenary Session of the Central Executive Committee

the nationsl government to tske over the callec*tien of the land tax from

the pmﬂmﬁs.}e This was accompanied by the atbempt to distribute the

% Gnina Yeex Book, 1938, ppe 471-472 and 489-490.

36 prederick V. Field, "Ghinese Rammatmgmon in Practice", Far Eastern

—ouh&&mmmtang _Party in March, 1941, when it was decided to authorize

26 [T A
3 yo z.v/s

37 gnina Yesr Book, 1258, po 468,

% Ghina Handbook, 1937-43, p. 42.
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lend tax burden more equitebly by lund rvegistration and appraisal, and

- favorable progress wes reported in 1944, The government also triéa %0

" meet the problems of hoarding and speculation by collecting the $ax in

. grain and by a system of compulsory ssle of fcadsﬁuﬂf8939 This revow

 lublonary step was caused by conditions such as were deseribed in Szeche
wan in 1941%

Rice homrding . - s has heen usad by provingial govern-
mente as & political weaspon to combat eneroaghments of the
Csnbral Government. The Chengtu plain, one of Free China's
key sconomic aress®, is owned by landlords whose loyalbles
are atiached to the Szechwanese militariste and in whose  ,,
area over 80 per cent of agricultuval producers are benants,

The fact that the central government had the power ta‘inaugurat@
the poliey of taking over the land tex, even though it may not have
worked pexfectly, was evidence of its growing strengbh in relation to

the provinces, the strongholds of landlord power. While this did now
benefit the farmers to any great extent during the war, i% may be an
important faotor in re-directing reconstruction toward agrisultural re-
form in the future. The more liberal Wesbernized group of the Kuomine
teang had grest influencs iﬁ the national government prior to 1937; and

Shere 1s reason to beldeve that with tho end of the war they will re-

gain thelr volce in national affairs and have the power to extend their

influence eventuelly into the provinces,

39 Owen Dawsong "Ohinats Food Prablamﬂ Forelden Agriculture, Vol. §,
No, i 1944, pp. 107 : '

0 . Al , . -
 Bugh Deane, YSeareity Breeds Repressienﬁ&chinaﬁs Feonomic Froblem®,
Ameresia, Vol. 5, No. 6, August, 1941, p. 252.
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YIS ON RECONSTRUCTION IN THE HOIEN
The government thatrmoét directly affects the ordinary Chinese is
ﬁhe‘ggigg,or sounty governmant.‘sincs it may be the only one with which
he comes in contact aside from the village government, which remainsg on
a rather informal, practical, family-compromise basis., The paunecity éf

}@u infarmatiogu;n regard o loval govermment was recorded as follows in

19323

Loeal government in China is 2till largely an unex=-
plored field. None of the score or more of professors of
political science in the fifty odd universities of the
country appear to have bhought it worth whils to write an
gocount of the manner in which more than two or three of
the thirty provinces, one hundred or so large eities, nine-
teen bundred Hsien and half a nillion villages are in
practics: governed . . . How exactly . « » taxation on land

- 1s asdessed and collected, appesars . . « t0 be an almost

- impenetrable mystery, on which few Chinese themselves. ven-

" ture to speak with confidence . « . Any general statement
is at present impossible, What appears to have ocourred,
however, 1s that the reconstruction of government during
the last twenty years has been largely confined to the
upper storeys of the system, and that in the lower the
0ld regime, with its old abusezi and possibly some new
ones, has c¢ontinued unaltered.

This was written before the attempt to install the new hsien systen, but

little ggems to have been writben aboult local government since the ehange

44,4,,,4¥E§*,ﬂ§tﬂmptad.Aféxailable information has been assembled, bub- there —dsno——

sasurance that a eomplate plicture is given by sush polnts ag =rz eiiud,
The hsien is governed by a magistrate appointed by the nationsl govern-

msnt;en the recemmandation of the provincial gevernment,42 and the type

41 R, H, Tawney, Lond and Labour in China, pp. 180-181.

%2 Ghine Year Book, 1938, p. 518; the proposed Draft Constitution, how= ~ =
ever, provides that the Distriet Magistrate and members of the Disg-
- triet Council shall be directly slected, and "all mabters that are
local in nature. . ." are reserved for hsien self-government. Cf,
Rosinger, op. cit., p. 80.
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of m&giaﬁ'ata has o greai; deal to do withk the fate of the péople in the
ares, Whil@ there have been é number of cases of enlightenéd‘gggggkgevern—
ment, and while thers are cortain experimental hsien displayed as,éodels,
they have perhaps received more publicity_thaa thelr number and 1nfl&egce
-, wardant, On the whole, the power of the landlords has hardly been touched

in hsien government, br. Taylor wrots as follows:

Many a young American~trained magistratavhrbke bis
heart tryiung to reform a county administration which proved -
top mueh Tor him.?3 _ o
Thus ih@ viewpmints’ef the militaryéagrarian group prevall hers as ia
provineial and natlonsl affairs.
,.‘The hsien 18 supposed to be the basia‘salf«governingvuait.of the
gountry, bub at present no officials are eleated axeept in the smallest
subdivisiona! and many times even there they are appointed. The political
divisions and subdivisions below the hsien may be clarified more easily
v-rfmﬁy outline than by desoriptions
| Boten (oounty)
Chin (_amatriat..)

" Chen (urban subdivision)

~ Hsfang {ravel subdivision)

;‘,‘,:_f _ . Pao {borough, nominally 100 families)

Chia {ward, nominally 10‘fmmilies)

The pao and chia leaders in some plages are eleated, but this is by no

‘means universal. ALl orders ave passed down from-the provineial authori-

apt witl provineial

43 George Ee. Taylor, Changing China, pp. 83-84,
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approval,. a4

‘ According ﬁo a Chinese writefﬁ each family is required to post st
ﬁhg door a list af the nnmﬁer, age, sex, and profession of family members,
and the Tamily agrees to guarantee the conduct of its members. Any visiw
tor mast be reported, and if an&thlng uanlawful happens within a chia, the

loader is lisble to punishment if he 444 not report it.%?

Financial resources of the hsien for reconstruction are very limited.
In the dessoription of surtaxes it was mentioned that they wers the source
: éf most of the hsien revenues; but at the Second Finaneial Conference of
1934 it was decided that surcharges were to be abolished, as was the "tax-
farming® system and any collection of taxes on eammissicn;v%Bétween July
l?,1934’ and the end of the year, in 22 provinces and municipalities,
3600 aifferent items were abolished, with $006 more abolished in the next
six Qénzhs. Po replace these funds, the Ministry of Finance planned that
30 per cent of the annual ircome from the stamp‘tax in each province was
to go to the hsiem, and 10 per eeﬁt’to the provinee, But the author then
sﬁatad the fallowing:

. Begause of the pcssession of greater subthority on the
part of the Provineial Government, thg hsien gevernment is

Comparison of total provincis) and hsien expenditures in Chelkiang
.-xn 1933 showed thst the former was §1.40 per capits, and that the latter

averaged 25 cents per capita. In the same year in Chinghail gﬁggg,'ﬁope;,

Georga Ea Taylar, Ehe Reeonstruction Movement in China, p. 393,

often unable - tc olaim its due. sharg. 4 o

45 G. M. Chang, ope. cit., pp. 38‘*590
4 1bid., p. 35,



the total hsien expenditure was $94,108, of which only 2} per cent was
gpent on reconatruction.47‘ A study of the finances of 13%0 hsien 1n'prei

in 1931 showed that 6,53 per cent, ék'$542@667, was spent in all the

hsien for reconstruction, or an average of $4,200 for the yesr per hsien.

‘The average number of people living in each hsien was 240,000, s0 the ex=

penditure per capita was under 2 eanbs;ﬁg ,

~Other information regarding the workings of local gomrnnieﬁtv new
style or old style, do not seem to be available; except for information

on cooperatives in succeeding chapters. { See ppe 205-207 and 212, )

VIEHS ON RECONSTRUCTION OF THE COMMUNISTS

The Communists were in control of the prévinca of Kiangsi and neighe

boring territory from 1928 to 1934, when they were driven out by the

Nationalist armies of Chiang Kal~shek. In the latter yéér they began the e

how famous “"Long March® through Uentral and Western China, ending up in
the Shensi«-Kansu«uminghsia Border Region, where they remain invcontro‘l 0=
day. |
The Communists? ideas of reconstruction were put into ei’feet_ ixi

Kiangsi perhaps more sucesssfully than the Kuomintang®s plans have been

put into effect in the west of China, becsuse the Communists, unlike the
Kuominteng, saw no need to compromise with morve conservative fachions at
the beginning,_ The effectiveness of their reforms was considerably off=

Vs

got by excessive rubthlessness,

4? P FrN PP oGS # 1
— s Me Chang, ops oits, pre 30=30s - . L

48 Fi@l&; OPe (Sita,. Pe 2650
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The principal fsatures éi‘ the Communiat program in Xiangsl consisted

Cof the abolition of private ownership of land; the redistribution of land

among the poorer peasants after the confisestion oi‘ large estates; the

gubgbitution af gooperative eredit soeieties for private éreait; the ene

 foreement of collective agreements for minimum wages and houra in local

industrial establishments; a graduated taxation system bearing more heave

ily on the wealthier people; the elimination of opiumegrowing; a literacy
program for adults as well as youth; the asﬁaﬁlia&ment of a university
and a miiitmry academy; and the inclusion of the mags of the people in
political 1life through their active yarﬂiéi;;atiexi in orgenizations range
ing from the local village Soviet %o the government in the eayital.”

The program was modified after the Commmnists left Kiaugsi by a rew
lazation of measures against landlords and the bourgeols classes. The
land of these who bought it with income from services was not confiscated;.
rich farmers whose land was confidcated were themselves entitled to & |

share of 1t; the land of merchanbts could be confilscated, but not their come

mercial enterprises; and commercial and industrial development by indie

vidual capitel was emoumgaﬁaﬁ 0

. In 1938 another Communist group, the Hopei-Shansi~Chaher Border

&év*emment, aﬁx’rig& out reforms in Central Hopei, a guerrilla region be-
hind the Japanese lines., These included raéistrn;uising 15 per cent of-the
agricultural land which had been confiscated from traitors, from owners

who fled after the invasion, and from former public lands; reducing rents

&7 ’E,‘rehie;mgvg_g';fhﬁv?agif'iﬁzs'**1936; PPs 166=1674

50 Ivid., pp. 167-168,
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by 25 per cenbt; forbidding the eviction of tenents; establishing a maxi=

| - mum annual interest rate of 10 per»aenﬁg aldjusting taxes on a gradusted
banig, with more than a quarter of the poorest peasants éxemptg reducing
the éatton area by 70 per cent to provide more land Tor food; and en- _
séuraging local hendiorafts. It was gtated that a number of former wealthy

citizens returned from the towns to which they had fled, so apparently the

reforms were found to be a lesser ovil than the Japanase.Bl
The opinion of the Chinese delegation at the Institute of Pasific
Relations Conference in 1936 was reporbed as follows:

+ &« o that in the last apnalysis the differsnce between
the Communist and Nationelist parties was malnly one of
mothed (violent vs, gradusl), and not of aim; and that the
Communists s « « had been valuable as a stimulus to improve-
nents in the central and provincial government Civil Sepre
vices in the regions oecupled by the Communists, and as au
influence promoting s mc§e progrosaive ideal of the sconomie
organization of soclety. 2

FOREIGN REACTION 1O CHINNSE RECONSTHUCTION

With the exception of Japan, most of the interested foreign powers
ancoﬁraged Chinese reconstruction offorts, or at least maintained an attie

tude of indifference. It ism now generally conceded, however, that the

| Japanese began the recent war sgainst China in 1937 because they feared —

thot progress in unification and reconstruction would mske Ching PBGw
gressively a more formidable foes ¥rom the first Sino-Yapanese war of
1895 on, almost every move that Japan made in relation to China was oale

culated to secure political or oconomic advantepes to the detriment of

Rosinger, Ope cite, Ppe 32=33,

%1
2

2 problems of the Pacific, 1936, pe 170.
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China.

While the following statement by & Chinese on the international impli-
sations of Chinese reeonstruatiop nay be ériticlzed as eplgrammatic rather
ﬁhaﬁ exact, 1t does oxpress the essentisl idea conoisely:

From ﬁhe United Shates we got the kraining.of~0hineaa

personnel; from the League of Natlons, the technical advice
of experts; from Greal Brivain, en important portion of the

money; from Japsn, all the obstruction,’”?

As has baen.ahcwn, after l?ES‘it was generally aeknéwleégeﬁ by all . D —
sducated alasse§~in‘china, except for the most reactionary vested laoter~
ests, that the mituslly related problems of the abject povery of the
" people and the laek of national unity required vigorous measurss of ree
form If both 3ivi1;disturbances aﬂﬁ.fcraign aggreésien werse to be avoldeds
Eeonomic and politiesl plans of all sorts were made, albhough the machine
oYy of execution did not always work satisfactorily. e

Cooperatives wore rgabgnized by the government asba suitable ftool
for reconstruction by ﬁeing mentioned in a successicn of plans and in the
Provisiongl Constitution for the Period of Polibical Tutelage, as well as
by the enaﬁtment of a Gocp;rativ@ Lawe »Gcﬁyerati?es wers also & feature

‘of the reform efforts of the Jommunists.

In the following chépgers cocperatives established by both'priva%a

and public orgenizations will be described.

%% probvlems of the Pacific, 1936, ps 173
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Chapter IIIX

AGENCIES FOR RECONSTRUCTION AND

THE INTRODUCTION OF COOPERATION, 19281937

The foregoling seoctions dealing with the scope of the problem and the

attitudes of wvarious groups toward possible remedies have revealed bthe

faet that China's recounstruction is a problem of magnitude even when come
| pared with the problems of postwwéf reconstruction of the entlre conbinent
: of Europe, A more optimistic note is possible in discussing the steps
taken to meet this problem, for China would undoubtedly have made rapid
progress had it not begn for the war, Enough had besn done before the
outbreak of hostilities, however, Vo indicate that the problem had been
grasped. The preliminary steps toward reforﬁ.ware not only worthwhile
in themselves but also provided essential experience in planning apd ade
ministration, which will be of value as reconstruction is resumed.

The abjeoct poverty which has been described had started the average
Chinese farmer on a descending spirsl of bare subsistence in gaod_years,
the asquisition of debts ai vaurious rates in years of flood or drought,

| followed by a still lower standard of living es the debts mounted and as
his unadded éffarta to extricate himself were unavailing. Thus little or
no surplus was accumilated with which to finance Progross.

The significance of credit cooperatives, the firat type introduced

into China, is best seen 1ln the sebting of this self-psrpetuating poverty

operatives perform two functione: First, they serve to pool or to combine

the tiny individual savings of a number of persons, thus mobilizing %o
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'vthe utmost the very small resources of the people; and second, and far
mezfé important, they serve as a means of introducing outside capital.
.‘?hey do this by providing cooperative responsibility for loans méde by
outsiders to selected individuals believed by the cooperators to be good
visks. 'This same primciple of cooperatlva or group underwriting ls used

by the Federal Land Banks in louns to American faormers.

FRIVATE AGENCIES FOR RECONSTRUCTION
Prior to 1931-1932 publiec reeonst:;;ction in China was almqst entirvely

emergency work of the reliefl type to eomb;{‘diatress aftaer some catage
~ trophe such as flood or Tamine. The only posiﬁ\ive measures before that
time wore undertaken om a mbre or less small scale by private organiza-
tlons which were plousers ln experimenting gnd in evolving proee'dursa that
werse ‘in many cases later adopted by the public agencies for reconstruction.
_} . ?he ersdit for intmduning sooperation as a phase of reconstruchion new

‘ %o Ohina ehould go to the China International Famine Relief Commission,
the Mass Edusation vaement, and the universities, chiefly the University

of Nanking and Nankai Univeraity at Tientsin.

Ghize International Famine Reldef Commission

The first practieal demonstration of cooperation in China was mads
by the China Internmational Famine Relief Commission (hereafter referred

to as "the Commission or *C.l.FiR.0."), which was established as a pepe

manent organization after the North China Drought Famine of 1920-1921,

emergency food and eash, as well as employment, for payment in grain or
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eash, an'aonstruative projects degigned to help prevént the reounrrence of
gimilar dlsasters. From 1921 to 1927 the Comnission planned and exeonted
aine major projects in four provinees, suoh as road building, construction
and repair of dikes, and irrigation and river reversion work; after 1927

2 canal was built in Sulyuan, & large irrigation project in Shensi, a

metor rosd in Shensi and Kansu, dikes in Hupeh and Kiengsi, and wells in

abpei.l |

While these projects were very necessary end bensficial, a more direct
way to help the poverty stricken farmer was sought. In 1922 the Commission
made a preliminary survey in the famine srea and decided that the key to
.tne problem lay in the lack of credit at reascnable rates. After studying
various measures that had besn applied in similer situations in oﬁhsr
‘cenhzrias, they concluded thabt the cooperative method would best meeb the
cirenmstanees/faund in China. Accordingly, a committee on Rural Cooperaw
tion investigatsd the existing types of eredit cooperatives and chose the
Reiffelsen systom, which had first been &aed/in Germeny, as the simplest
and nost sullable,

The Raiffeisen societies eshablished in Germany in the middle of the

19th Century were characterized by a smnll homogeneous membership confined

b0 a small area or locality; gratulbous service of officers; no distribublon
of profits; simple loan transeactions for productive purposes only; a large
prapgrtion of funds, over 75 per ¢ent ab times, borrowed from other insti-

tutions rather then luvested by members; and unlimibted personal liability

i g
Franklin L. Ho, Rural Boonomic Reconstruction in China, pp. 4-6.
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of all members for debis of the secieﬁyag

These basie principles were provided for in the model constitution
edopted for the C.l.F.R.J. coopsratives., it lesst 12 membors were neces=
gary to form a goclety; applicants hed to ve inhrcdueaa'hy two members and
vohad on favorably by ot least thrse«fourdhs of ihe menbers; each membey

subseribved to one or more wwn«linterest besring membsrehip shares, tut had

only one voie per member; members ¢ould be expellsd by vote of lack of
gonfidence of two-thirds of the members; the sosisty borrowsed ou the some
ﬁiﬂaﬁ eredit of its members and lent only to members; interest on loans
gould not be higher than that prevaleut in the locality; officers and
- gonmittes members sarvé& without aampaysatioﬂ; any profit realized was re-
-taiaeé in g reserve fund snd could not be Glvided amoang the members; an<
" exeoutive comuittes and an inspection committes; Qﬁieh.au&it@d books and
eertified %hat’laans were used only Tor the purposes sgreed uponu, were
¥?°’;alaateé by the full membership; the soelety 20uld receive depesits and
- gavings whish bore interest; and liability of members was nnlimitadaj
From 1931 on, when the C.l.FeROy was call&&»éppn t¢ organize coopera-~ ‘
tive relief in areas in whiek disasters had taken plecs, a preliminary |
wae44f~4—gata§fwasgint¥edaaeét~f$inee~1mmaéiat& ralisf was nassssary”inﬂthass~éitua-474f,’
| ‘ Eiiaagg societies had %o be formed without sxhausbive investigation of meme
- bers and before any edusation in'cmaparativs prineiples eould be carried

aﬂt."ﬁéﬂae, "mubual alé® or preparatory socisties were forised ag rapldly

2 Rudolph F. Stahl, "Oredit Cooperatives in Germany®, The Bridee (Credit

Union National Asgceistion, 1me,),Vol, 6, Nos 10, Jemuary, 1942, De 13s

3 'ﬁalter'ﬁg Mallory, “"Rural Cooperative Credit in Chinma", Guarterl
Journal of Heonomics, Vol. 45, No. 3, May, 1931, pp. 4B6=487,
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8 possible, credit was sxtended, and aftor a roasonable length of tims
the societion had to mest U.l.F.R.C. stapdards in order to progress to the |
status of recopnized GoJ.F.H.Q. gouperative maiafbiessf

Although the Commlission cetablished some markebing and purshasing
socleties in later years, it is not far from the trubbh Yo say that iis

work was exclusively in the field of ruval oredit., This determined the

gonrss of eooperation in Chine, as the cooperstive movement in early years
wan ainost subirely éz sredit cooperative movement. This was true as late
a8 1940, when é-‘::'eéit goeieties sonatituted B7 ver cent of the totaly bub
by 1944, while ’i:hg wotal number of sceleties of ali types had increased,
only 47,8 per cent of the total mwber wars classified as cradit socie-
%isa.ﬁ

Verious institutions which later established cooperatives had their
own rules and ragu&a’cieamr ¥hileo eredit sccisties contimed to predomine
ate, a fundamental change wae made Trom the U.1.0'.R.C. plen when obher ore
gonizations began to demand sucurity other than the umbual gusrentee of
nonbers. | |

In sonsidering the devolopment of coopersbives under the ausploes of

the Cola¥oRol., the poriod of 1922-1925 may be eslled the ,,s;@arimﬁtal

periods 1926-1930, the period iu which tho ides took root, standards were

misafi, and eooperative zax‘mciplas and Sraining wevse emphasiged, and ﬁh@

‘5‘ Celo¥ Qii.;f}g, dories B, Yo. 37, Horr Raelffeison amonp Chinese Farmers,
{1930) ppe 810, 0fs nleo Appendlx 2, pp. 36-42, Yor the MeAsl
Gmtitatiﬁn fgr Eum}. Gaﬁvam%ive Gredib, dSavings, and Harketing

= 3 4 O

5  International Labour foiszeg m»nmmtm Infﬁmatmn, Yolo 21;. Now ll..g

1944, Do 4o Figures sre quoted Trom the Uentral Cooperative Adminise
tration of Chine,
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period from 1930 on, as that in which indigenous development took place,
while the socleties grew in number and strength.

| After the plans were discussed with certain ruval leaders, several
socistios were esﬁablishad in various counties, ‘and early In 1924 three
of the,see;l@ties were lnvestigated and recognized by the Commission and

the first loans granted. One soclety near Peking was composed almost ex~

clusively of farmerss another in Tinghsien, in Central Gﬁihli {or Hopel),
had a number of members who were fvillaga weavers; end the third, near Nan-
'king, wag composed of market gardners. This latter soslelty was made the
responsibility of the Gollege of Agrieultuve of the University of I\Ian}singj;
which acted for the Commiasion. By the snd of 1924 nine socisties had
heen recognized, with a membership of 403, and loans of £3,290 had been
made. -~ ‘ "

Regulations were worked out Toxr the receipt of savings by socleties,
and Mr. J. B. Tayler iﬁvéstigatecl govperative oredit sceietice in Indis
for the Commission. To the original $5,000 allocated for loans to o=
aperét:ive_as, $20,000 was added by the Commission and §2,000 set aside for

operating cests. A Rurael Improvement Department was established for ine-

gspection, organization, grading of societies, issuing loans, ete. A

- monthly for farmers, Ga«operation News, was begun, and the first training

course for the officers of the village sovieties was ha}.d‘é

The first societies had been formed through the initlative of reliefl

- workers im Peking, but after 1924 the news spread and the villagers theme

6 gmfr Raiffeisen, No. 37, DDe 5=be
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sentatives to ask for recognition. This raised the problem of ascertaine-
ing»that cooperative principles wers understood. It had to be emphasized
~ that the socleties were not oharvitable, religious, or political organiza-
tions, that the members were responsible for scerupulously handling all the
funds, that the money was ﬁo be uéed'eonstructively, and that members were

7

responsible for repayment in full.’ Because of the shortage of funds and

the great number of requests for loans, standards for recognition were
raised and-preference in loans was given to the most stable and wellead-
ministered sosieties, This stimulated the sosieties to try to attain and
maintain high~stanﬁards.8 |

. In 1930 thé first outside intefest was evidenced when the Hopel Pro«-
Vincial Government appointed its own Committee on Cooperation and adopted
& model constitution. ¥or a time it.aypeare& ag though the provincisl
- government would take over control of the-Commisaion5s cooperatives, but
this did not materialize. However, the societles were required to reg-
ister and were given recognized legal status.9 awin |

- Up to 1931 practically all the soeieties establ ished by the Gommission

were in Hopeiﬂ?rovince. At the time of the Yangtze Flood in 1931 the

G.I.FsRs0. offered their services to the goverament, and they were sceepted . . .
by the National Flood Relief Commission, which was engaged in distributing
direct relief and in the reconstruction-of dikes by labor relief. The

Flood Commission made the C.I.F.R.{U. responsible Tor relisf in two sections

T Herr Reiffeisen, No., 37, pp. 19-2L.

R B—Ibvia;—;_ﬁp‘;“”zggzsé e e s e . - e e e . - e ‘, e

9, GaloFoRoCa, Series B, No. 61, Herr Raiffeisen among Chinese Farmers,
19¢ 2,,_}2;2‘,_,122,,4; {1935), ppe 6~7.
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of Kiangsi Province, ‘The C.I.F.R.C. organized farm rehabilitation to en-
able the people to return té agricultural pursuits as soon.as possible so
as to end the need for outside suﬁpoxte The method used was similar to
~that used in Ho?ei, the organization of farmers into "mutual aid” socie=
'.'tigs; the extension through these groupe of long term low intevest loans

~without collatsral sscuriby and on the collective guarantee of members)

the evenbtual reorganization of thess socisties into genuine cooperatives;

and tﬁa usa'cf thévreturnsd loans as working capital for cooperative de= ~
velopment. Work of this naﬁﬁre wag extended aftsr the flocd to the prove

~iéaes of Anhﬁai, Bﬁnaﬁ, and Hupsh at the requggt of the Natlonal Flood Ree-

1ief Commission. The staff of trained workers was largely drawn from the

Hopeld GGOPQr&tiVGSelc More than $2,000,000 was distributed in these prove

~ inces by the GuI.F.R.0. for the govarnmentoll

An invovation in 1971 was the introduction of commercial capital for
| caogarative loanse The Shanghail Commercisl and Savings Bank signed an
" agreement tovlend $20,000 to cooperatives on the same torms ae the
CaLFuRuGe In the next year or two this amount was raised to $100,000,

'&né.tha»Bank of China and the Xincheng Banking Corporation agreed to lend

$20,000 and %EQ,QQQArespsaﬁively,Wthemlatter;amount,to”be,uaadwtggfinaneegggfw B—
- gnoperabive marketing, which had besn attempted with some sueeess by a
" union in Hopsei. These contracts required that the Commisgion psrticipate

~in each loan with 1ts own funds; but & revision of the agreement was cone

10 porr Raiffoisen, No. 61, pp. 7-ll.

5 Lenz; "Co-operation i China™, Inﬁérnatidﬁal”ﬁeviéwfgglﬁg&iéﬁiﬁuié{'”'

Vol. 29, No. 7, July, 1938, p. 324%,
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Gluded for $200,000 from the three banks o be lent directly to the socie=

ties and not to eor through the Commission, the latter, however, contimuing

its supervision of the soci'et:!.es.}'a
The CeloFsRCs in 1933 conducted rursl rshabilitation work in S}:ana

tung, Soubh Hopel, and Honan after the Yellow River Fleod, raising its

own funds through a public campaign because the govérnment was unable to

| give financial support. The Commission also supplied methods and. person=

nel to the North China War District Relief Commission of the National
Government for ruval rehabilitation work through mutual aid societies in
North Hopei and Chahar following the Japanese hostil;itias m'the spring
of 1933 , distributing almost a million and a half dollars in 10&315,13 :
‘Some of the detailed figures from the C.I.F.R.C. cooperatives in

Hopei for the year 1929 are of interest. The size of loans granted re-

" veals how small an amount mey prove to be of great value to farmers of

- very limited means:

Table ¥V

Bize Qf LO&BE, CalalsRaCo 89313*&1955 ;}epei. 192914

Size of Loans  Number Amount % of Total
£10-and below — 85— — § 6,332,50 6526
$10-20 2,992 52,063.30 51,50
§20-30 679 16,716,20 16,54
$30-40 239 8,666.00 - 8.57
340-50 105 5,059,00 5400
_ §$50-150 166 12,266,10 12,13
Total 4,966  $101,103.10 100,00%

13 71vid., pp. 15-18.

14 Herr Baiffolsen, No. 37, pe 80,
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The terms of loans indieate that the farmers could not make use of
loaps Tor much less than six months, but it wes found that those of

moderate means 4id not venture to conbract loans that run for more than

8 year:
Table VI
Termg ol Loans, C.l.F.R.0o Societiesn, ziapsx '92?1'
Length of Time Members  Total 4 of Total
o Borrowing Amounts '

6 mog. and less ‘516 & 11,621.30 11449
6 moe. to 1 YT 4,041 81,812.80 80,92
1 yx’n 0 1§ ¥rgs 2?}9 49544500 ' 49—.50
13 yrs. to 2 yrs. 161 2,920.00 2,89
K 2 yra. and nore 9 . 2050@0 e 020
Total 4,966 $101,103,.10 100,004,

4 The purposes for which loans were used by the farmers sre intereste
ing and significant, for the largest percentage of loans was used t0 re-
f'tiia‘deﬁts at a higher rate of interest, as is shown by Table VII on page
8.

| Thﬁbinterest rates of loans to the soclieties in various provinces

l@#ﬂgeé from 0,94} to 5,077 annually between 1923 and 1930, the variation

" being due to the fact that loans were First made divectly by the commis-
vfaian as a relief measure, and later were partly éupplied by the government
'Z;and by comnercial banks,:®

That all was not smooth sailing can be gathered from exesrpts from

{,the Famina Gemmissian Bulletine In December, 1927, some of the village

5 = = = : o
¥ H@rg,Raiffeisen;=ﬂbo 37, Do 80s
16 1id., p. 134



Table VII
Use of loaps, C.X.F.R.U. Sosiebies, Hopel, 19291?

Furposes : zﬁammra fotal % of Total

' TrOW % ﬁmunts ’

Repaying old ée‘fstﬁ& : 1524? ¢ 24,078,00 23.82
Animels 765 16,164,00 15499
Paod 729 13,116.50 12.97
Implemants 425 8,266,50 s
Repairing houses 255 6,8i2.20 674
Geods 291 5,343.00 5.0%
Redesming land 198 5,103.60 504
Portilizers 281 55033.00 4,98
Reclaining land 229 4;828036 4.7
Irrigation 50 1,50%,00 1,48
Varviages and fum‘mla 64 1,434,00 1.42
Others A9 3262300 932
Potal 4,966  §101,103,30 100,008

falﬂalra reported thal the hslen megistrates, working under orders {rom the
Qivil Governor of Hopel, were invesbigating the socletiss preparatory to
~ourtailing or suppressing thew at the ﬁimm‘;}i@zx of the meglistvabe. The

Goveynoy apparentiy lesved his order ab the i:;;;ﬁi@i;i&ﬁ of the Binistry

of Agrioulture and Labor, "sines these soslsties should im promoted by %hé c B

. Government and since the model constitution containe objectionable fea-

turss.” This wes ab o time thot the nstional government had just announced

a progrem for rural rehabilitubion which conmtained provisions for mooporas -

. tives. The issue of the bulletin for February, 1928, stated thet as o ¥e=

sult of personsl calls at the minislry 1t was found that the governmont

ﬁiﬂ not intend to discourage the movement but "aimed to eliminate any pos-

| sﬁala undesireble olements thad mey be gxisting' o 18

3 Hexr ;Ea;ffgiaen_? Nos 71, po Ble
B 1vid., pp. 110-134



86

The docieties in Hopel grew from § ia 1923 to 541 in 1933; membere
ship, from 256 in 1923 %o 23,75% in 1933; total capitel, from $286 to
%122;709,49 in the same year&.m Bavings and deposits, largely from mem-
bers, amoim%ed to 3 per cent of the tobal caplital in 19253 15.2 psy cent
in 19303 and 27.9 per cent in 1933a2e A very good :ceeoz’é wag maintained

by the farmers in repaying loansg, although due to banditry, natursl causes,

1

and military disturbances, loans had to be cxtended from Hims to time.z
The r‘ecogﬁized and unrecoguized cooperative sccleties under the

direction of the Cel.F.R.0. as of June, 1934, were as follows:

Table VIIX

ColsF.Re0o Cooperatives in June, 19347

Province Regognized Unrecognized ~ Total

| Eﬁ})&i 474 573 1 » 045 S —
Anhwet 476 1,921 2,397
Kiangsi . 368 186 554
Hupeh 1Ll 123 272
Total 1,429 2,799 4,228

- Barly in 1936 the C.I.F.R.C. turned over its socletles to the Co=-

operative Department of the Minlstry of Industries, fellowing the enforce-

ment of the Cooperative Law sfter Sepbember, 1935, and the establishment

19 Berr Raiffeisen, No, 61, pp» 32-33.

20 u, D, Fong, “The Cooperative Movement in China", Monthly Bulletin on
Econpomic China, Vol. 7, No. 5, May, 1934, p. 191.-

2 Herr Réiffeiaen, Nos 37, pe 67.

22 Herr Raiffeisen, No. 61, ps 191.
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, 2
- of this government bureasu for supervision. ’
A Chinese economist wrote as Tollows. in 19372
It is well known in China that among all the coopera-
tives those directed by the China International Famine Rellef

Commiassion are the best organized and most strictly supere
" vised.24 v

The Mass Education Novement.

The Chineaa Mass Bducatlon Movement is nob known primarily ag an
agency for establishing cooperatives, &although i'b has engaged in cvopera-
tive extensiion as 8 phose of its work. The movement is a result of the
vision and energy of James Yen, vho first conceived of it as a literacy
movement after his experience in welfare work among the Chinese labor bate
talions in France during the first World War. ﬁavevolved a kind of bhasic
Chinese which he taught to the ¢oolles, and then he found that he had to
follow it up by supplying x'eaéing matter, as all avallable material used
a more literary type of laﬁguageoag -

| After the war James Yen continued to work on his idea of teaching
literaecy; and as he interested others, the Mass Eﬁucaﬁien Associatién was

formed, demonstration schools were established in several villages, and

L - . Prom them grew "People’s Schools", sbtaffed and supported by the people

" themselves., The reason that the movement became more than a mers literacy

2 Lawrenace M. Chen, "The Cooperative Movement in China%, Information
Bulletin of the Council on International Affairs, {Nanking), Vol. 1,
No. 12, Sepbember 1, 1936, De 24a

24 Chen Han-seng, "Cooperatives as & Panacea for China's Ills", Far

1 2% R, + ¥y ey
Bastern Survey, Vols 6, Nos 7y March 33, 193% P 15w

25 pearl S. Buek, "Tell the People", Asia and the Americas, Vol. 45,
No. 1, Bection 2, January, 1945, pe 50.
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movement was explained by James Yen as follows:

#e goon began to see that vhen the minds of the people
were liberated, they wanted more and they needed mors. e
reslized that literacy alone was not enough. ILiteraey isntt
education--it is only a ool for education, & means te the
whole end. The people had to get an education which involved
the whole of their life. And life in China for them ig vexry
ungatlefactory. So thelr edugatlon, if it is of the right
kind, should be not so mmeh to f£it them for life as to reg-
meke life. « o owo tackled publig health, agriculturse,

economics and local government.®¥

Tinghslen, & county seat in Hopeli Provinse, was selected as a
laboratory for carrying this movement to the people. It was Ya typical
sort of placet-~there were 400,000 people in the county, the people raised
cobton, and while they were poor, "they were not too poor." The intele
lectuals who began this experiment in the country found living quarbers
with the farmora and bosame a part of the community, whéré their example
'broughﬁ about a number of imprévemﬂnﬁs'in living eqnditionsa27

After schools had been esteblished and groups were taught, they
formed “FailewﬂSaholar.Assneiatibns“, alumnl clubs whose members aimed %o
continue learning and to reconstruct the commnity. The members algo

volunteered to teach others what they had learned, so the number being

trained was increasing all the time, while leadership from the peopls was

being developed. The content of the lessons used in the schools was re-

lated to the situations met with in the student’s environment, such as

heslth, agricultural and home improvements, child-cars, and QOQP@T&tiVBSszg

ED

26 Buck, oDs 0ite, pp. 3455, quoted from James Yen,

Ivtde, pre 58-89

28 Ibiés, DPs 6&"62&
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In the winter when the farmers had more léisure, they began‘to de=
. velop villags industrics énd Self-Help Societies or cooperatives. They
found that two-thirds of the families in Tinghsien were in debt and ﬁhat
the banks wers not interested in making rural loans, although capital was
piling up in the cities for lack of iﬁvestments. There were 200 "local

banks" in this ares: making loans a% 40 per cent interest; but after two

years' cooperation, all the “lacé% banks" had.to close, causing opposition
to the movement from this grcuyg Crediv, marketing, and purchasing vo-
operatives were formed, and accounting methods for the societies worked
oute Figureé to indleate the extént of this development do not aseem to
be avallable. However, in one instance a cotton markebing cﬁoperétive
was establishéd which sold directly to the mills in Tientsin: and in three
?ears thelr business, with improved seeds and grading, grew from $120,000
to $1,800,000. The average income of the Tinghsien farmer was almost

| doubled, and the most significant thing about it to the farmer was the
idea that he wés improving his gtandard of liviag through cooperaiing with
obhers, Ih other words, he was shown the value of working with a larger
éroup than the clan or family, and he developed a seunss of pride in the

village, which 1is the first step toward patrietisme29

1

In 1932, after a thorough investigation of the work at Tinghsien by
the Ministry of the Interior, Mr. Yen, was asked to become the president
of the Institute of Political Reconstruction for the province. Then, as

ha>stated, *We learned what it was to arouse bitter jeslousies.,® They

ing in publie

2 s h .
4 Busk, op. cite., pp. 62~64 and 69.
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health, adult education, agriculture, and cooperatives as integral
functions of the haien governmen‘bo3e

Besides the experiment at Tinghsien, otheré wore begun at Hengshan,
' Hunan, aﬁ& at Hein-tu, Szechwan., In the latter place they developed a
Pgople's Militla, took a census of the whole hsien, and conducted a land

" survey in 1936 which revealed an apparent increase of 66,000 mow of rice

I ooecupy only 21, sll the rest of the villages belng under the supervisic

fields alone, representing an evasion of taxes by powerful gentry and
local warlords. Pressure was brought fo ba.ar, and the governor dismiased
the magistrate who had ?ermi%ed these immowvations; but after Chlang Kaj-
. shek teok over the province, he was so impressed by the progress of the
experiment that in 1939 he recommended the New -m Govemmen{, System
' - for the entire cs(»aua’t;ry,.,3 1 That this new ,sysﬁem does not work perfsctly
when given unsympathetic leaders has already bheen suggested, (S@a: ppe\ 68w
69}

| After the war began Tinghsien was "ocoupied” by the Japanese. Butb
: ?haééeople conducted gu@irilla warfare and locsl regonstructlion at the
' éézfxé time in their district and served as leaders for all the neighboring

counties. Of 472 villages in Tinghsien (county), the enemy was able to

of two magistrates elected by the pecple, both men formerly connected with
the People's Schools,
The Governor of Hunay asked Jamea Yen to .help train a corps of new

,rsiv.il service men 1o assist the provineial govermnen‘h in mobilizing the

30— puck, op, oit., p. 66s
3 Ibtd., pp. 66-67.
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30 million regular popualation andkthoasaéés of refugses who had fled the
Vwar. They traluned about 5,000 of the edu#ated refugess for higher offlces
in hsien goverament, and abonth0,0GO village heads. The military leaders
soid that Hunan's rsaiatanea'to the Japanese was due in no small part to
the effective cooperation of the hsien and village governments. Another

wartime step of the Mass Lducabtion iovement was the establishment in 1940

of the Natlional College of Rural Reconatruction near Chungking to traln
men and women for rural reconstruction woxk, 2
It has been the yeliu& of the HMass Fduoation Hovement to‘keep out of
polities, even bto avoid belng complstely subsidized by'the government fdr‘
fear of being controlled. Ite value ie that & way has been found to ine
still 4n the people a desire for education and progress, and that while
leadership is necessary in the beginning; it really represents building

from the bottom up rather than a system imposed from the top.

- Universities
The University of Nanking and Nankei University of Tientsin, both
‘refuges institutions during the war, were cuﬁstanding in furthering re-

asonstruction, although other universities also did a great deal of T~

gsearch and.agricultural work of vai&é;WWébsperationwqu one phase of
reeenstruétipn work actively promoted by these universities.

The agricultural research done for the University of Eanking by
Prefeaser Jo Lossing PBuck has already besn mentioned.  Much experimental

wmrk'waé dene_iﬁ developing improved seeds and combating planz and animal

32 Buck, op. ¢it., ppe 69~70,
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digeases; snd rural cooperatives wers pramsté& by the Deparbtment of Agrie-
oultural Boonomics Crom 1923 one |

From 1923 to 1936 a tobal of‘ﬁﬂ pocleties were organized, consisting
ef 2 cattcn profucing and m&?keting, ong wool, weeving, one home industry,
and 46 oredit and produetive socletios, The total memb@rship was 1272,
and a total of $40,785 was lent. The loans were 70 per céns for produew
gggéwiurpcaaﬁ, such as the purchase of seeds; fertilizers, implementsn,
- end animalsy and 30 per e@at_forvnnnwproﬂuctive purposes, such as taxes,
food, retiring old debis, ot 2

The Extonsion Departmont of the University of ﬁanking soncentrated
| on developing a model) rtaral commanity at ¥ukiang, about 30 miles from
Fanking. In 1930-1931 the Wuklang-Extension Centar wag spefateﬁ 3ein€iy
by the college and the {Jentral Agyiaultaral Bxténsion Committee of the:
nﬁtional govern&ant, bﬁt in the fall of 1931 the gmv@rnmsnt stopped 1ts
monthly ellowances. In the flood all seed, orops, food, animals, clothing,
hnusés; and fuel wers lost by the farmers in the area. vThe wniversity
organized rural credit soccieties which 3e¢ured'caéh 1éans from'the Nation-

al Christiss Council asnd the Shenghal Commercial and Savings Bank, and

vheat loans from the Natlonal Flood Rellef Gommission. The total lent;maggﬁﬁ,,,,;

tarmers in this locality after the flood was §72,491.
From 1931 to 1934 in this district, the Extension Department ore

ganized an irrigation cooperabive, 31 rural credit socleties, and a union

L “Eighﬁeenth, Ninebeenth, and Twentieth Annual Reports of the

College of Agriculbure—and Forestryend Nxperiment Station,

—1931=1932, 1932-33, 1933-34", University of Nankinﬁ_Bulletin.
Vol., 8 nﬂa 2, DPe 23«25¢"
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to consolidate the credilt socletles, A cooperative granary was formed by
v 12 cooperatives in 1932 to hold tbeir surplus for a better pricé, and a
gain of $1 @ picul was realized. Im 1933 a cotton marketing cooperative
of 400 to 500_membgrs was formed for ginning and ﬁarkébing, and a profit
of $4 a picul was secured over the price that would otherwise have been

resceived. The cotton merchents tried to force this cooperative out of

busin;éé b;y t;ffering ﬂhigher prices Ho independent farmers, but the mill
at Wusih waes pleased with the higher quality of the vooperative cottbon.
The Extension Department also conducted schools, night schools, and a
one-month course for farmera.zé o ‘

Nankai University faculty and students were among the leaders of
independent study in sociology and economics in North China, end were
also aocused by the Japanese of being leaders of anti«.)‘apaﬁese activity
before the war., The university was the first and one of the very few
parts of Tientsin completaly dsatroyed by Japanese bombing at the time
of the Marco Polo Bridge inciaent that opened the war in 1937 .

Professors Franklin L. Ho and H, D. Fong of the Institute of Eeo-
nemiecs of Nanksi University have both been influential writers on etos-

nomice and reconstruction in Chins. Under Professor Fong's direction

a series of surveys was made in rural areas, ‘which added considerably to
the understanding of economic conditions in China, Both men have been
outspoken regarding abuses and weaknesses that have limited the effeg-

tiveness of reconstruction plans, and both have been advocates of the co-

__mmﬁmﬂmmmwwauMmLm%mM%&% —

>4 "Eighteenth, mnateenth, and Twentieth Annual Reports®, op. cit.,
Pp. A0-41, _
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jindustries as e supplementary pursuit for the rural population.

In 1932 the North China Industrial Service Union was formed to exe
poriment with machines sni_'bable for village use, methods of trainiug
workers in the use of these machines, and the possibility of organizing
villages Tor éecentralised industry, The C.I.F.R.C, offered to cooperate

in the new meld insofar as 1b was concerned with cooperative organization,

but %hs taehnical problems were undertaken by assoclated universities and
labaratex*iemﬁ Just how this organization was aanneeted with Nankal Unie
versity has not bsen ascertained, but the preaideﬁt of the university,
'D;r,: Chang Po=ling, was ehai‘rmaﬁ. The union developed a locally made card-
ing maching for wool which resulted in the doubling of spinning speed;
gtarted a training school for. i‘_o;re’men and workmen, which drew more pupils
than could be accommodated; and eventually was responsible foi‘ waaving
beling started in 18 local centers in 7 different provinges. When the
article containing this informstion was written, problems of organizae

~ tion for marketing and gsooperation had not been solved, but it was plauned
6

to develop the projeet in a cooperative wayg:"-':«-. The union also wag ex-

pverinenting, in association with the C.I.FuR.0., with thé marketing of

operatives affillated with the Esintseh {or Shentseh) Cooperative Union
in Hoped. In 1933 the C.I.F.R.0. took over the work begun by the union.

In 1934 the work was on & largey scale and was transferred to the

3 2 Herr Raiﬁ‘eiaan. Nos 61, pPs 25-31,

L a—— faylor;, "The Posgibilities of Rurel Industry in China¥,
Monthly Bulletin on Economic China (Nenkal Institute of
Toonomivs), Vole 7, Nos 2, E‘x@bruary, 1934, pp. 54«57,
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?;’ain% ﬁemittee on -Rasaamh and Exbension of Agrieulﬁuml Produets in

L _ﬁnr&h'. China, which was composed of the Kincheng Banking Corporation, the
i‘mghﬂieﬁ Experiment of the Mass Bducatlon Movezﬁent, the Natlonal Teing.
c Eua University, the College of Agriculture of the University of mgng,
. ‘and the Nankai In.aﬂi%ata of Boonomics. The Jolnt Commitbee had deparie

mente of resserch and of oxteneion and wes exclusively engaged in the co-

 operative marksbing of cotton. Attempts were made to standardize the
orop by producing standard seeds at Tinghsien. In 1934 there were 406
eooperative marksting socisties with 8,091 members working through this
gommittee. This was only a mmall proporbion of those engaged in cotbon
z&m&uﬁtmn in Hopel, represenbing only i4 out of 81 cotbon~produsing
hsien; and the Joint Committes sud the C.l.F.R.C., both marketing cotion
cooperstively, hondled only 1.19 per sent of the tolal cotton produced in

the province. However, in the hslen where the first merketing eoopera-

tive was eatablished, 14,23 per cent of the entire heisn crop was marketed

cooperatively im 1934, The cost of markebing per piloul wae Pound o be
$7.60 thrwgh commercial chennels, and $1.97 to $2.19 by the Col.F.R.0

and the Joint Qommuittee cooperative markebing metkiﬁém}?
Banks
Phat some of the bunks eutered the field of éeépemt;?ve finsncs

through aesosiation with the C.I.F.R.C. and the universities has already

' been stated, After 1928 sgricultural banks, which lent to cooperatives

orgaﬁi_aeﬁ.hy the pre_vinc-zal govermments, were established in Kiangsu and

Ly} ﬂg B. Fong, *Gooperative nﬁarke't.ing of Gotton iﬁ Hopel Provinee®,
Nankai Emcia}. and Esopomio Quarterly, Vol. 8, Ho. 3, October,
1933; PP s 556=07ha , ' .



- Chiang's military headguarters adopted the policy of sﬁppress‘ing communian
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Chelriang, as well as in othor provinces later. Uhen Generaiissimo

hy esenomic as well ag military and politiesl means, the werkers attached —_—

tn fislé hendquartera :m the Ywagtza Valley began establishing coopera=

 tives with funds minl.y trom the Four Provinces Agrieultural Bank (Hunen, S —

Bupeh, Am;vgei_,_,ana_l;s:&angsi}e The Gemeralissimo's headquarters appro-

various provinces,

priated « total of $600,000 as an initisl fund to esteblish eccperebives

. m Kiangsi, and finally 4n 1935 the headgnurters issued reguletions order-"

ing the asstabl&shﬁxant of geporate treasury funds for codperstives in the
' 38

In 1937 it was stated thet the Klangsu Agrievltural Benk controlled
over 2,000 ccoperatives, to which it bad lent move than $24 million. It
bed 9 branckes, 3 subwbranches, 17 sgencies, and 211 grain warehouses.

The {hokieng Agriculiurel Bank bhad 9 branches, 29 sub-branches, sud 11

being organized. The Four Provinees Agricultural Bank, rsmamed the Hation-

el Parmevs Bank of Chine, had waral lnvestmests of §11 willion, of which

$44 mitlion wes in the 3,000 cooperatives direstly controlled by the bank

in 11 :previmaa; ? e

¥hile this apprars to be A zapld increase in cooperabive investment
by ths agriewltural banks, their share of thé losne wae only aboul 30 per
cent of Lhe %obal, with commercial banks in?eais'ihg about 70 per cent in

the last yeors befors the war. The commersial banis were interested in

38_ Chen ﬂan*-ﬁang, 2Cooperatives a8 a Panacea for China's Ilis”, Fay —
Hastern Burvey, Vol. 6, Neo. 7, Mawch 31, 1937, pp. 72-T3s

3 1v4a., 1. T3
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L g&bperativaa puarely from a business standpoint, because they had idle

'fuaﬂé whieh had fled to the treaty ports to escape the ohaotic oonditions
in thé interior. But the great incrsase in the number of coopsratives
eould not have been attalnsd had it not been for the banks, which were so

eager for this Tield of investment that they begen organizing directly

and even for a time compsted with each other for the privilege of grante
ing 1@@5,45 :

The Shanghal Commercial aud Savings Bank io 193% had b per cent of
its total iavestments in rural areas, but by 1935 this had grown to nearly
zﬁ-peZ'esnﬁ. How mach of this was lnvested iu cooperatives was pot known,
Daring the last half of 1934 the Bank of Chins had £2 million in coopera=
tives, and $59 million invested in grain dealimg. About 1936 this bank
linwaéted over 1 ﬁillion in the tea dlstricts in Aunhwei through coopera~
tives. The Bank of Gammuhicatigns had direct contrel over 500 cooperam
tives 1n Shemsi. All of these banks hed their own committees and Tleld
workera organizing cooperatives as rapidly as possible according o theiﬁ
omn rnlés.aad regulations, They did net use the C.I.F.R.0, system of
mtual guarantee and no security for loans, but required security.

To avoid conflict and compebidion, in the winter of 1934 & joint bank~
ing coneern, called the Loan sensaétium.far the Chinese Agricultural {io-
oporatives, was formed by the Shanghai Commercisl end Savings Bank, bhe
Banlk of Communications, the National Commercial Bank, the Kincheng Bank,
and the Four Provinges Bank. Later five more benks jolned the eonsortium,

which divided the territory and the amounts to be invested. In 1936 the

40 Ohen Han-seng, op, oit., Pe 733 Ho, op. cit., pp. 51-52.
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_a_r@nizatiaé had §24 million for investment in cooperatives, Total in-
woutments in cooperatives im 1935 by agricultural and commercisl banks

wae slmost $10 million. '

. FUBLIC AGENCIES FOR RECONSIRUCTION

Public reconstruetion activity in China, aside from relief activie

-Eies fﬁ’*ﬂééd'aﬁﬁ famine, began shortly afier the establishment of the
"_E’at-mnalia:t. regime in 1928, Rea) progress was slow in the beginning, and
it was not unbtil the 1930Y s that the eomplicated problem was approached
sipm_ltaneoﬁsly from many differsnt angles, After 1928 the establishment
of cooperatives, sapseially eredit soeiaties, was & phase of government
ra#éﬁatmatien policy. In the government impatience for quick reform,

| coc;iei*atiws wore established so rapidly in the 1970%as that sdequate
Yraining was not carried ouki and the process became ona of orgenization
frem.thﬁ top, tuder govermment orders, .rath:er than a true eooperabive
movement growing oub of the desire of the people.

It has been pein‘#ad -nu-'!;.r that the following convergence of eataatroghes
in 1921 and jmmediately aftorvards stimilated recomstruction snd shaped
its course: -

1. The anti-Communist cawpaigne were expensive of money and energy

~#%hat might have gome into reconstruchion; bub sbout 1931 and 1932 the
government m&lizeﬁ that the only way to combai redicalism was to try Lo
eradicate $he veasen for its strength, the poverty of the people. 'Thex;ee-
forth soéial, economic, and political measures, as well as militery, were

useds

AL ohen Han-seng, ops ¢it., pp. 73~74.
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2, %he Eu%ai_ and Yangtze Floods 'eeea_x’re& in tiie' sumaer of 19313
and the National Floed Relied Commission, which was ovganized o cope
witk the di&éﬂ:ﬁ@?, rgcognized the n&aa&aﬁty. for preventive as well . as
relist measures.

). ﬁh_e_wx'}.ﬁ _aageaamicx depression was late In reaching Chine, butb

1% hit in full Force in the winter of 19311932, chiefly in the form of

the sollapse of the export merket; the stoppage of the remitbtances from

_ oversess Chiness, which had helped the balance of trade; and the silver

erisis. Farthernore, the world depreasion made it clear that Chine could

;a_t:ﬁ expect outside help and would have to rely on herself,

4, The Japenese cocupation of Manchuria end the battle of Shanghsi
| B 5 l?3i-l9_32 resulted in the loss of property, territory, raw maﬁarials,
and ‘mx&tams receipts, a5 well as in the loss of the Manchurian market for
éh‘ina-s.é industry and hendicrsfts. The immediate result was the imposie
ﬂéﬁ of higher taxeﬁ, which heightened the rural orisis; and the eventual
_ z*ewlt was the conditioning of mconsgmctzien glong militery linss,
| Thue _amr&aﬁ ;mi‘m was necessary to oppose Communism, water control
to eliminete floods, financial reform to relieve the depression and to
- control the offects of the depreciamtion of foreign curreunsy, new taxes to
replace lost revenue, and military control to e#tablish gouditions seces-

sary for national defense,

Hationsl Evonomis Gowseil
The most important public agenoy for reconstruction in Chine, and

' 42 prederick V. Pield, "The Cell to Reconstruction in China®, Far
Bastorn Survey, Vol. 5, No. 24, December 2, 1936, pp. 255-256.
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one which included cooperatives in its program, was the Hational Eeonomic

Gouneil (hereafter referred to as "the Council® or "N.E.C."). It was or-

- ganized in 1931, but did not accomplish much until 1933 becsuse of the

orises listed above., However, when the N.E.(. was insugurated in November,

193}, by General Chiang Kai-shek, then chaimman of the national govern-

ment, he stated that tha objeet of the government was to create an advisory

eouncil in which the principal ministers might have the benefit of experst
help from ouniside the couniry; and that while the council was an advisory
body, plans could be executed through scosptance of council pelicies by
the various ministerisl members. He stated the task of the council %o be
that of constdering plans it the archives of the various ministries, corw
relating them, establishing priority, snd exscuting the plans as rapidly
as possible. The funchionms of the scouneil were explained as follows:
. ALl State projscts for sconomic recomstruction or de-
oo velopment for which the reguisite funds are elther borne or
subsidised by the Habional Treasury must be first investie-
gated and consideresd by the National Hoonomie Gonmi% before
pubmission to the Eatxanal Governnent for approvalg

The Ne E« Co began its work by eaatinuing the water conservancy mMeasSe

~ ures started by the Natiomal Flood Helief ommission, by taking over

various road comstruction projects and healih services, and by surveying
sgricultural and educaetional eonﬁitionsﬁ4&

In Qotober, 1933%, when the work of the N.E.C. begen in sarnest, the

43 League of Nations Couneil, Council Committee on Technieel Co-
operation between the League of Natlions and Chinas Report of
the Technical Agent of the Council on his Mission in China
frem the Date of his Aj Appointment unbil April 1sbt, 1934, Dp.

1i= aﬁereaftar reforred to as the R&jchman Report,

44 Ivid., pp. 12-14.



the -I?rsai&éaﬁ of the Legislative Yusn, Dr. Sun Fo, the zon of Sun Yabe
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Stending Committee was composed of the Prime Minister, Weng Ching-weij P

sen; and the Minister of Finance, Dr. T. ¥V, Scong. Dr, Soong resigned as R
Winteter of Pinanve soon after, and in December the Stending Committes ——

was enlarged to five by the inclusion of the new Winister of Iinanee,

mittee dospite his resignation from the Firance Minisbry.

o 45 ﬁ&jﬂm R@Qﬁg P:‘.’"- 5-84
i‘ Ibiﬁiﬁ Pe 1ds

Drs He He Kung, snd the Chalmman of the Hilitary Affairs Comnission,
Genaral Chiang Eail-shek; and by the reotention of ‘131?... Fooug on the Come

“ o noke

uy of this émﬁm is interesting in that qll the mamhérs ars connected

by family exgept for Yang Ching-wéi, who decame the puppet ruler of the

Japaﬁe&a in ceoupisd Nenking.
Br. Soong actod as chalrman of the Btanding G‘c:rmmitt'faeg and 'th'e

Council itesll consisted of the Ministors of Finance, Ballways, Communi-

- eationg, Induatries, and Béuwcatlon, in addition to unpiftieilal members

. . 46 :
from jndustrial aud inbellectusl circles. The work of tho Council was

carried out through the féllﬁrﬁing agoncics: commitbeE to act in an ade

" visory eepacity; uresud to act as exeoutive bedies of the Council®s

gacyetariat; and satonomous gommissions compossd of representatives of

_argani‘aea intarests in variouws gpherss, vhich recoived power (0 prose-

eubs their progrons through sdopblen of theiy plang by the founcil,
Bureans in 1933~1934 consisted of a hurean of the chiel sesoratary, ine
eluding adninigtretive and teshnical ataf? snd eight expert sdvizers on

agriouliure, hydraulies, indugtrisl chenlabry, commsres, fishery, and




- mining, and a foreign staff of six mdvisers; @ bureau of public roads;
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a central field health station; end bureas of activities in the field,

" ineluding sgriculture snd water CORSErVABAY. : EE——

Wherevey peas-ibla.the Conneil utilized existing institutions 4o
aveid a?axl@ping, and ooopermbed with otﬁer government depariments, the —_—
Aomdemia Sinies. and the National Geologliecal Survey. Aubonomouns commise |
zionsg were sopstituted omly for the ummnt of-the allk and cobbon
industries. Between 1971 and September, 193%, the Couvcil expended
$4,550,000 supplied 1*1:.‘,r the National &evamanhﬂ

- Pox 1934 the government determined to utilize Tor reconstruetion

work the progeeds of a« loan from the U. 8. Raeconstruction Fipence Corpo-

rationa A oumber of provincial governments, govermment ministriss, and
private agencies applied for subsidies or lpans, to the total of more
than $400,000,000, with mere tham balf of the projects being associated
with the improvement of sgriculture, imeluding hydrawlic and irrigation
work. The Standing Committes, which had finally avpropriated §15,000,000

for reconstruction, decided to conbtinne road construction and publie

health in the provinces where it had been begun, and mevely to assist pros e

vinoisl govermments with technisal sdvice in carrying owt their plans.
Further, it proposed to confine its work for the year to comprehensive re-

gional recopstruction in two arems only, the Northwest and EKiangsi, Bom

_of these areas ave agricultural, and the acuteness of the ngrarian gitu-

ation had been revealsd im a aumber of enquiries.

In Kiongei the devasbation wrought by guerrills warfare with the

41 Rajehmen Report, p. 15
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ﬁmi&ba reguired urgant messures of rehabilitation, The report onm
Etangei to the Council recommended further studies on which to base a re-
: :i’m ai’ land tenure and daxstion; the eztension of the cooperative move-
| m'&; and mm welfare and smelioration. The coeperative movemsnt was
fel% to be in a mdmsn%arg stage of development, For instance, in Kiang-
81, with a population of 27,563,000, there were in 1934 ouly mbout 10,000
gooperative members, "most of whom arve brobably not sobive members."
These wers members of mboub 300 sccieties, which were under the €.I.F.R.C.
and the Kiengsi provincial cooperative office, involving some duplica~
tion of work and staff. The N.E.0. experts therefors proposed the fol-
1. ‘Trhe amalgamation of the two central orgsnizations
and the formation of a Centrsl Co~operative Couneil, which,
in addition to the general work of promoting and diresting
the co-operative movement, would estebllsh smsll inﬁustrial
- planksy

2« The extension of the exlating co-opsrabive soeie~
ties; ' :

3. 48’32&9 formetion of new buying and selling co-opera=-
tives,.

_ Bocisl welfare and smelioration in Klengsi wes proposed by means of
the esteblishment of a ?rﬁimial Welfare Genter in Nanchang, with den
partments of nmess eéﬁea-‘bian, sgriculture and agrienlﬁumll education,
khealbh, and ‘#he new Co-cperative Office; and the establishment of ten
mal walfare nente-ré in which local maghinery should be seb up 1o carry
cmt the work of the provincial departments in the rural areas.

The dstails of the problem in the Northwest differed in that it had

48 Bajohman Report, ppe 21-25,



-émaghﬂ, und pestilence. The problems of tazation and the need for betboyr

copsigted of irﬂgaﬁen rrejects, afforestation, road building, health
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not besn the scene of fighting, but it was a region subject to famine,

orpdit fasilities, however, were the same. Work planned for this sechion : z

work, and agrioultural fseapa;rat_im;@ L ' - ———e

L

1934, §900,000 was allocated to the support and extension of cooperative

mathods aml to éiaamimte information of aueh mthaﬁm

0f the $15 million appropriated for the activibiss of the N,H.(. in

| mogioties Kisngai was to reseive §500,000 for this purposs, and the

sorthwestern provinees of Shensi and Xansu, §400,000, In addition, the

 sum of $1,000,000 allé%@a te the Cobbton Jeonmission was to be gpent shisfly ;
for tmproving the yisld of the eobton crop, for enconraging sooperative

- sosieties, and for establishing resenrch izxa‘t;it-utas o develop technical

50

The ﬂ.ﬁtum roaporh to the Gﬂntral Exeeutive anti Supervisory Comnithees .

of the Euominteng in Decamber, 1934, stated that ngn to thet time a total

of 6,000 coopevative credit sooieblies had been established by the Councdl

51

in Anhwei, Hunan, Hupeh, and Kiangsi.” The Habtional Buremu of Agri-

gultural Research kad also been esteblished under the Minisbry of ILnduse e

ﬂWﬁEﬁ _

49 Rajohmen Report, ops oitus Fp. 25-26.
50 :{;bidtp P?n &“saa
-2 1 Shina Ysa:e Ewk, ,ggé PP, 105-106.

o2 m&m _af_ ﬁatmns:, Council Committes on Techniloal Cowoperation
betwsen the League of Nstions and Chins, Report Submitied to
the Secyetery Gemeral by the Direstor of the Council Gom=

mittee, on his Mission in china TFanusTy-Yay, 19551, Ds 450

{Signed Hobert Haak and hereaiter referred to as the Haas

Reports)
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" In the Northwsst the Shemsi Bureau for Rurval Cooperation had been

sstablished through the collaboration of the Bhensi Provinelel Govermment,

- the NeEsGs, and the t_ﬁ'gz«_?ﬁi’-;&» Twenty experienced coopsrative workers by
the end of 1934 hed m wp 251 mutuel sid Eéeiati.@s s of which 2%5 were
ra&agn\:l.zﬁa, with a total &aembm*sﬁip of 8,038, and with &633@469 in loane
outstending.” |

: &%Kﬁ’;ﬁiaml Conforence on Ganp-emtian- Has held ,a-’ﬁ- Waniclng ﬁamh 13-
7 }.935. and was atdended by 114 represeatatives of provineial governs
manﬁa, | cooperative unione, banks, leading universities, and central
g@?&:‘mﬁ% deparbments. The em:faraﬁ% ﬂiﬁ‘éﬁﬁsefi the administrative
S 'ayéﬁam_'gmaeming ac:o.gae&ratixe—. werk and -e;apamtiﬁ'a fi._aw_; : met_hmia of ool
ﬂuating sooparative buﬁiﬁ@ssa ﬁ;:'aﬁm e'eﬂperatién,.mr}wting,_ and audit-

ing; the introduetion of capital into rural reglous and the inerease of

£ eooperative mas; and the treinipg of -coogem%ivé organizers and super=

wisors. A result of this confereucs was ¥hs aubhorizabion of the Minie-
ey of Infustry to asﬁt,ﬁblish 2 Depavtuent of Coopereblon eqpal in rank

with the Depaxtments of Agrisuliure, Industey, Uommerse, Labor, snd Min-
— '
“under the N.E.0. It was organized for the Tollowiag purposed

At shont this sawe time s Cooperablive Commiszion wag enbablished

» » « %0 vemedy the precarious situabion ereated by
the uneontrolled growth of sco~operative sooicties .+ o
during recont years. Hotl only have sueh soclsties geown
rapidly (Tor instence, from 5,000 in 1933 to nearly 15,000
by the end of 1935) but their Gevelopment hes been lac,kim
in oprder. In the absense of a standardized pattern and an
organized system of vegistratien, co-operative socistiey
h&ﬁrﬁ been rraely established by banks, by universivies,

53 Hsas Raport, op. ui‘b“ Pe dée

5 zhm., PPe 44=45,
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Governmsnt bodiss, mnd philanthropic asscelations, secording
4o thelr own individual schemes, The Government authoritiss
el that if they did not interwene, the majority of the
pocieblies would become inselvent and the movement would fall
inte dimrepute.

Consequently the Uo-operative Commission wes seb up to
give teohnical advice te the many private institutions aud
provineial authorities which are organizing societies, end
to coordivate thelr astivities., The Commission also undere
takes o arrange Tor the supply of capitel from the banks

to the soelsties, mﬁﬁga train {echuical persounel for
praotical field work.”

In July, 1936, this (ooperative Commission was bransferred to the Minig-
try of Iu&usﬁ-ies and -conbined. with the Department of (coperation al-
ready zﬁﬁer that mmtwa%
The Gobton Commission of the N, B.G. reported thet 40 cooperative
sosleties wers established in 1934, and a central merketing office founded
in ﬁmmi o purchase the cotton from the societies and sell it to the
nills. Commercial banks bad extended loans of $1,436,924 to the sosies
'ﬁi‘aﬂgg m sommission alse sgbablished s numbey of socleties of the uﬁlis
zabion type :{r“w_: tjm ;%arehas:a of cotboneging smd. panl;ing machines, and

m&a 1 ma.a'bar' af”ﬁi“sﬁct laans at low inte:‘atew

By 1936 the Cotton Come
mingion reported the increase of sovcletiss undey its sontrol to 1,096,
with 77,300 nembers. By the end of 1935 the W.B.Us had lent these soole-
ties ia,ﬁﬁiﬂa,wﬁeﬁg

’-2&6 work of the Wationzl Isonomie Council was not withoub weasknesses.

% onina Year Book, 1936, D» 36.
56 Onina Year Book, 1938, D« 199
5? Haas Mm* e @it-e*; Pa 48&

58 cnina Yeay Book, 1938, p. 199.
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For instance, the N.E.C. did not slweys receive the cooperation of pro-
meia;k and loesl govermmewbs in aresns where work was mderts.km;” and

~1t, like all other sgencies for reconstruction in China, never had more —_—
than the most meager fands with which %o earry oub a complicated task in R *
en area the size of Hurepe. On the whole, however, it was generally - I

agreed that 1t was the most effective agenoy that China had ever had for

ragonsbruction..

| Tochnioad Gﬁaperatibn with the League of Nations
Pechnicsl eoopersbion between the League of Nations and Chisa, while
relating only in minor part to cooperatives, which they did recommend, iz
of special _wtsraﬁia at present as an example of s way in which the Unilted
Wmtions Organization might asalist in reconstruction within a momber stale.
The significanse of the cooperation established was stated as follows by
the League of Netions Seeretariat: | S
The collaboration thus established has no parsllel in
jnterpational life . « o such sollaborabion had not been pos-
8ible before the creation of the League; it mey truly be sald
to have jnitisted & whole new procedure whereby the most come
petant authorities in the international community were made
gvailabvle by an interastional agency to one of its Hember o
Stetes without involving its natiounsl prestige or cndangering
its nationsl interests. Hore, indeed, wag. 8 common service
carried out to the best interests of alls
- The first phase of the League®s technloal cooperation with China,

in the 1920%s, was exelusively in the fleld of health, when contasts were

57 George H. Taylor, "The Reconstruction Movement in China®, Dogu-
ment V, Problems of the Pagifie, 1936, Institute of Pacifie ———
Relations, pp. 399-396.

60 Leangue of Nations Seeretariat, A Mew Procedure in International,
Life, pe 4. {mimecgraphed) ' '
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© mads in 1922, 1925‘, 1929, and 1930.
| | T_ha‘ segond phase of eollaboration began in 'tha spring of 1931 and
.éant,izmeﬁ un:%i}. after théb@gimmg of the Sinc-Japanssze wa? in 1937 A —
telegram Lrom the Ghi_,nesfe gammmé to the Leagaé in Aprll, 1931, stated
that a National Eeenomic Gounsil was ‘éaing gsﬁ up %o plapn natlonal reson- ——
' _ struction, and requestsd League help in glanﬁingm; and orgenization, in exes
gubtion, in training Ghinese effi@ar%tg and iz sslecting &ﬁvisersuél
An eduostional suprvey group sent by the Leaguwe Qommittee on Intel-
| lestusl Oocperation; imlﬁ&ing‘ Professor Tawney, was en reuﬁé 40 Giiina
when the iﬁ;aﬂg‘&ﬁa 'Fimti took pla@é-ﬁ "thné thersupon appesled ‘&a .ﬁhe leaguy
-fﬁr an adviser for reliai‘ work, and Sir John Hops Simpsm,,. formerly of
the Indien Glvil Service and one of I*tiha? mogt experienced field Wérkers
sonnectad with the Lespue, wap sents Upsn hls areivel he was made Dirss-
tor Ganural of the Habional Flood Relief ﬁnmmis,ﬂien?&: As has boen stated,
the Mationsl Flood Belief Commission was responsible for the iotroduction
ét‘ aredit cooperation in the provinces of Filsnpsi, Anhwel, Hunsn, and
Hupeh after the £leod, through ite invitation o the G.I.F.R.0. to take
rtha.ﬁeagansibiliﬁy for sooperative oxganization in thoze provivges. (Ses e
_ _p];;s Bi-82.)
Most of the rural surveys of the N.E.C. wers made by or under the
éﬁ.}?‘_eﬁﬁi@n of Lesgue ':éx;;aarts-@ Among bhem were the following: A geveral

-~ report on mgriculbural conditions by Professor Carlo Drageni, Tormerly of

6. League of Nations Secraetariat, op. eib., pp. 2=4, T T

62 peport of the China Napional Flood Relief Gommission, 1931-1932,
Report, of the hins ) _
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the International Imstitute of Agriculture of Rome; a survey of Kiengsi —

" by M. Briand~0leusen for agriewlture ead by Dr, Stampar for health and

raml revonstruction; & study in Chekiang unnder the dlrsction of Sir

Arthur Salter; a report on mriaiculture by H. Benito Mar:i.g.é} advios on S

hydranlic qﬂﬁ&ﬁiﬂﬁé by M. Bourdrez; advice on road and transport probe

64

Joms by M, ﬁm:rsin; and & repord on the reorganizetion of the sducs-

65 Mre We Hs K. Campbell, & coopeTas

- %jocnal system by M. ?amaa ﬁaumﬁag
-ﬁfm axperd, a&s’rmeﬁ the government on cooperative devslopment., Albogether
tham wers no leas than 3& Leggne *i:‘aahﬁica& gsdvisers who viaited Chine,
every province being visited by one or more of them, In addition, & nun-
ber of Chinese were sent abroad, sither to study under Leagus direction,
or to get praciioal axperﬁ_.—eﬂaa in posts arrsnged through the Leagus.

_ In June, 1933, 't;_i'm Chinegse goveroment applisd Lo the Lesgue Tor the
appeintnent of a teshnioal agent Yo ast as }._iaisan. officer between Lhe

U HeE«Gs and the taeh&i-e#l organizations of the League in plans to acoele-
rate the work of seconstruction. On June 30, 1933, the League Gouncil

appointed the Council Committee on Teschunioml Cooporatior bebwoen the

63 ‘Bafotman Report, ops oibs; ppe 1314 | e e

64 League of Nations, gﬂae&rt on the Work of the Lesgue 1935/36, Part ;!‘.,
”T@ﬁhﬁieal Go-operation bei;maﬁ the I,me Bf Netions ané China®,
s 160=161,

65 Iaasgna of Hatiana, Internationsl Commities on Intellectual Co=opersm
- tion, Oollaboration of the Intellectual Uo-cperation Organisabion
in the Re-orgenisation of the Lducational Dystom in Onina: "Rew
pﬂﬁ swbmttted to ths Gommittee by M. Fernand Maurette, Assistand
Director of the Internationsl Labour Qffice.’ Appendix 3; pp. 2i=
28 of the grt of the Committeo on the Work of its Sismtoenth
. E’laazmr Sess Ol
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 League of Natlons and Ghina. A% a'mesting in Paris, July 18, 1933,
'_ the amgmit%w named Drs I, Rajoehman, Direstor of the Health Section of
the Secretarint, és. teohnioal d@lagaﬁaa Dr. Rajebman arrived in Chins
j in ﬁétﬁbﬁ??;; 1.9339 f_m: his yoarig -&fp’p&)iﬂtﬁ@ﬂ‘h—éé

Gooperation between the League of Nations and Chine gontinued in

i _full effeot Tor six years, but the hostilities with Japan caused meny

activities to be abwndoned or abt least rebtarded. The third phase of cole
laboration began in 19%7, when in September the Chiness delegabion ab
Genevs #rm;;asad that a1l technicsl eollsboration be conssntrated on sani-
| . Sary and rézlie:fzma.sﬂres because of the war. The League vohed a wmazmimon
none-redurrent n;zﬁrapriaﬁioxi of 2 million Swiss Pranss for an anbi-epidendo
e_ampa-ig_a anong th@ rafugeas, and sent three medical wnlits {rom Burope with
supplies to start Tleld work, In Eepﬁemba‘r; 19398, the Lesgue Assembly
‘plaged 1} millien francs in the 1939 budget for the centinuation of the
works 'The plan wag medified, however, ﬁfxﬁ number of League experbs o=
dused, and special units absorbed. |

In 1938 at the Chinese govermment's request, Me. W. H. X. Campbell,
the sooperdtive -aﬁp‘eax'ﬁ gtho had spent elghiteen mosths in Chios ac a League
sxpert before the war, redursed to sontinue adviglng the eubthorities in
| maintaining, a8 far as possible, the recent development of agricultural -
sosperative sooietles, in whieh the governnsnt had placed grest hops for
the {mprovement of conditlons of rural life.

After 1938 there was no further develepment of gollaboration with

’ﬁh‘é Lsague, and adviedrs remsining in Chine acted as private individuals

€6 Rajohmen Report, ops oibe, ppe 6-7,
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under appointment from the Chinese govsrmanteé? T

In genersl, t’hé advice of the League experts smphasizad the lmpor-
tanps of rura;i. reform, Frofessor Lragoni’s report guestiocned whether it ;
would be possible to avoid serious agrarian revolt if conditions were not —
improved, Sir Arthur Salter stoted the following:

Since o » » China's industrial development must depend

mainly on the purchasing power of the Chinese people, it cane
not be too emphatically stated that, for China, iadustria%éw
zation is not sn altermetive 4o agricultural development.
Mozt of the reports included the advocecy of the cooperative method fox
extending rural oredit,
While the general conconsus of opinion was that the assistance of
the League of Watlone was imveluable to Chine, at least one Chinese eritic
pointed out that the taehniéai experts usually only remmined for sboub
gix months, and that
| + » o their usefulness oftentimes ends at the moment S
" their recommendatlons are written up . « . serving no other
purpose than the sstisfagtion -ég having added another paper
plen to the government arehive.®? |
One of the League repregentetives enphugized-that mueh of the work
for which the foreien experts got eredit was in fast done by capable
- Qhinese, and t,hé’c the eountry in the long run had to rely mainly on her

own trained engigeers, scilentists, and teehnieimsom

&7 League of Nations Sesretariat, op. ¢lt., pp. S=14.
68 Bir Mhur Salter, ";'*Ghina and the Depression®, The Teononist,

&9 H, D. Fong, Toward Eeonomie Control in Ghina, pe 83. T

10 Hans Report, op. cit., Pp. 1l=lZ.
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S ng eneies of Eeggnatmggim | -

o ‘There wers a number of other nabional sgencies for reconstruction

begides the ﬁ’&tiénal Eoonomic Couneil, although bthey did not approach it o ;
in scope and effectiveness, and-they 4id not deal with ceoperatives, The -
Netlonal Resconstrustion {or Construstion) Sommission was established in S

_ 1928 and controlled, quite efTiciently, aboub elghbt specifiec projsets,

- much overlapping.

e The Natlonal Pursen of

m_inly electrie instsllations and coal miness
. Agrisultural Research -énﬁ-the Buresu for Testing and I_nspectima of Gome
_ mereial Gonmoditien, ‘poth of the Ministry of Industries; the Rural Rew
'-h@ilﬂaﬁm Committes of the Rxecubive Yuar; the National Flood Relief
Gmiéﬁian; and the Burean of Nabuwsl Resources, were all organized bae
twesn 1931 end Y933, Bosides tbese siseeial orgepizations, the Ministries |
- of the Interior, Enﬁnstm, Commmnications, and Rallways all were cone
- perned with vsrious phases of reconstruction. Oftem all thess bodies
‘worked witheut eaﬂr&iﬁmﬁw, ®in waber-tight compartments", and there was
72 Frofesaer H. D, Fong stated that thers was * s e ®
& elvil war In oivil aﬁmiﬂistr&tiﬁn,_ sot eply in polities ob large.” He
famataﬁ a plua of reorganization, but coancluded, e
Zuch & reorganization will -mﬁaﬁbwﬂy represent a
forwerd steD » » «, tmt Its realization will have to depend

on & suceesaful reshuffling of numerous poliitilsal forces and
intevests involved.

™ ctteon Cher, Chinese Government Feonomic Flanning and’ Reconstrustion
M&me __2..3‘ 275 TDs 25‘*2?; ‘ B ke, e

72

Heas Repord, ope e¢lte, pp. 1112,

ke ﬁ. D. Fong, Poward Bconomie Control in Shzm. Ppe T7=T%s
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sial and Helen Reconsbrustion . -

A11 the provinves egbablished Provincial Buresus of Reconstruction
or of Industry, and mexy of them ovganized (ooperstive Committess wnder |
these bureaus or wnder the Provinoial Party Headquarbers. The results ' :

- yoried from province te province, and in some of them definite progress

was made. In genernl, progreds was greater in the sesbosrd and Yangbze

?ai-lay provivess than in the interior. Plans were -uneoaz’ﬂimma; and in
gome easos ﬁezfe designed to meke the province more or less independent of
| its peighbors. Pmﬁa&ial interest was mainly on highway snd water con-
servancy work, but Shantung was doing promising work ia rurel rehabili-
'tat:}.sn, iﬂalmiji’ng cogperatives and supplemenbtary industries, under the
divection of the Provincisl Buvsau of Industry; Klengsu established s
- provineially owned agrieuldural implements factory: Kmmlgﬁung séﬁab},ishe& : |
A eemanﬁ r.a:erﬁe':ﬁﬂ -thkiaz;g fuproved and extended power facilities; and a _
mmber. of pmv-m% eatollished farmers® bauks through which ruvel oredis e T
could be afstributed, - : | |

Beden reeaﬁstﬂmtian was outsbanding in thhe. faw éziperiman‘hal gelf=

- governing hzien such as Tinghsien, btub there were sll %oo few of these.

o - n other halen sometizes nothing was dome, elthough theve was a multitude

. of mode} willageg, 'éémmit_t_ees, comniassions, bureaus, 'mivfam conters, -ateg.,%
which had ab least ome thing in common--ta chronice lack of i‘un&&“ﬂs

ﬁaﬁbnﬁmeﬁﬁ;m in thils period before the war was meking progress

T S e
7 Gldeon Chem, opa ¢ite, Dpe 44=d5. | e

75  Ggeorge B. Taylor, The Recoustruchion Hovement in Chbina,
" Pe }a‘ét o . 7
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nationally under the asgis of the Westernized group of the Kuomlvbang,

" although results had had little opportwnity to filter down %o the prove

inoes and hofen, except in sectlons where conditions were partiocularly

 favorable. With the begimning of the war, attention had to be shifted to

" pational dafansg, anﬁ many of the most progressive areas were the first

avama by Lhe snamy Infamtion g% to the fate nf recoustruetion proe-

Jeots in :’siie aawpieﬁ aress has not yeb bean made availlable; From what is

known of Jupsnese methods, the prespect for survival of any organizstions

thet sould in any way be described as democraticelly inclinmed, 1 slight,

unleas some of them were able to continue to work underground,

ERATIVE DEVELORMENT, 19281937

Extent and Grewth of Scolsties

The rapidity with whie‘!a__ cobperative sociebios increassd In Chine im
showa by the following Figures:
'1‘&331& 74
{}W%h of Gawemtie& in China, 3.92?*},933

Yeay Secietien Membership

1927 584 -
1928 22 . -
1929 1,612 —
1530 2,465 .
1931 2,796 56,432
1932 3,978 i%r,712
1933 3,087 104,587
1934 14,649 557,521
1935 26,224 1,004,402
- 1936 37,318 1,643,470

1?3? ’ﬁ*é: ?83 ‘ 2 ,13!‘-? Y 63‘1

. The figuraa for years 192‘%1?%6 waré taken from Franklis L. Ho,
Rural Heonomie Heconmstruction in China, p. 40; soursce, Directorate
of 5% amstiam' “Fhe figures Trom 1951 on were teken from Shina Hand-
back, 1 ?ﬂ_z, pe 626; source, Cooperative Bureau of the Winistry
ﬂ% Zopial Affalrs.
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Location of Secietien
The wopmﬁi#e- societies were very unevenly distributed in China,

a8 shown by the following Lable:

Table X
.G&ﬂéra@m Distrimution of G;mpemﬁive Societies
?;w__v_‘;mua. S_qa_iet__iaa Percentag 2y Membors Pargentege
Kiangeu 4,077 15.5 138,369 13,8
Hopel 6,240 23.8 135,723 135
Kiaﬁgﬂi 2 338 . ‘798 3.3‘1’44? 1301
Shantung 3,637 13.9 106,143 10.6
Eﬁm 1 5761 6 Q? K 1% 3324 190 1]
Anhwei 2,284 8.7 13,673 Te3
Cheklang 1,972 75 - 70,666 7.0
Shensl 611 2.5 - 63,690 6.3
Bapeh 1,228 4,7 60,122 6.0
Hunan 963 37 56,486 5.6
‘Emangtung = - 307 1.2 23,315 2.3
Fukien 312 1.2 11,678 1.2
Shansi _ 453 . 1.7 6 692 0.7
&uiyuan - 54 0.2 l }.15 9-.3.
;ﬂﬂiﬂs
Shanghal 123 0.5 17,197 1.7
Mm 5{1} Ga2 3 ? 256 0.3
_ Peiping 71 | — ‘ 3928 _ | m
S e Topal 26,224 100,0 1,004,402 100.0

Ten ymvihceaf' in the tab}_-e above aceount for 95 per cent of the

societias and 93 pew gent of t-ke memhers. It must also be noted that the

n Ho, op. eit., ¥, 41, The table in this article included mnother
golumn which has been omdbted here, showing the average number
of membara per society In the various provinces.
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- following provinces, exclusive of the Manchurian provinges, are nod

'..1_:);5%3&.:;.. Ghahaxr, Hinghaia, Shﬁ:iéng, Chinghsi, Sikang,, Sz_eé_hwan, Ewaichow,

ané Ynnaan; This nay indicate that the:ee were no secieties in these prov-

' im:aa, that astatisties were not amilable, or perhaps thet the responsidble

provincial suthorities did not sooperate by reporting the information re-

guasbad,
3 mes of Societies

A alaasiﬁeatim of cooperative soclietles by types is shown in the

| i‘g‘nwiag figures:

Table XI

Funotional Distribution of Ceoperative Scciebies

in Chins, 1935 7

Type : Seoletiss Fercemtage Members Porcentage

- Credit 15,429  58.8 426,004 42.4
Marketing 2,293 8,7 117, 587 11,7

mh&ss ) 738 208 C 6'; 243 6;?

Utilization 1,069 4,1 - T4,422 T4

Produetion S 2,321 8.5 1@5,51@ 10,6

Multiple Purpose 4,374 16,7 212,636 21.2

Total 26,224 100,0 1,004,402  100,0

It was stated bthet practically sll the mul‘&iple purpose sogleties
slso ae% a8 ¢redit seaiebiazs, If one considers the eredit and mltiple

perpose societies together, oredit sosieties, ascording to this teble ,

. mocount for 75 per cent of the total socleties and 63 per cent of the

 total members.,

18

He, ops @.i’t-‘t. Ps 424
7$ 3"&1&:, P 42,



117

ﬁmgtariats.ea of Chinsce Cooperation

It has haen @Qinta& eut that Ohiness sooperation is & yaliuy, not &

mvammhman imposition on the rursl populatien from above and net a spon-

- banesous Whg'ﬂe This 1s true of jet‘ae:&pe:;:ua-%;:te:m in Japan and Indis ss well,

and in sn inevitable result of s large and depressed rural population, with

$iliteracy as a complication at least in Chine and India,

Avother characteristic of ceoperation in China is that it is almost

entirely rural and agrarisn in nature. A study made in 1933 of over

- ?(3, menmbers of varions coopsrablve societies showed that 86 per cent of |

tHem wers famaxs..g_l Oredit societies are by far the predominant types
The smount of funde comtributed toc the soocletlies by thelr members is very -

#mall, more than half of the soaieties having votal subscriptlons of less

than §300 in 1933.  This aeleo i¢ inevitable until general conditions in .-

the m&l arens. hav.a Amproved,

o _' ﬁra@‘bmanem of Gaegsratims

- It is awi&antly not denied th&% the rapid extensiﬂn of cocperative

., aenieﬁias in China has mada available to the rural areas sourcss of eredit

dt J.cmer iﬁt@rast retes than were hitherto passi‘mlag : ‘ﬁ_hen thet has been
said, however, nob much remains Yo be added on the optimistic side, except

that it shonld be emphssized that cheaper credit was the primary aim In

80 H. D. Pong, "The Cooperabive Kovement in Chine®, Monthly Bulletin
on mﬁnamie Ghina, Tol. 7, Hoas 5, May, 1934, p*- 196, '

81 A Lenz, “%apamticn in China", International Rsviaw of Agri-
eulture, Vol. 29, No. 7, :aly, 1938, p. 3294« The porcentage
was quﬁted fram the Central Office of Statisties,

| .32 Shsn.ﬁanﬂseng, “Gﬁo?eraﬁivea as u Panagea Tor China®s Ills", Far

Eastern Survey, Vol. 6, No. 7, Mawsh 31, 1937, p. 76.




davaloping credit cooperatives.

. Feaknesses of Uooperatives
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When cocperatives are lmposed from abeve, the policy i3 sffective e
only when the poliey making and exedubing bedy functions properly. Frofes=

sor Fong stated in 1934 that it was doubbful if, aside from the CoT.FaRoC.,

the sooparetive promoting and Tipancing agencies wers functioning prop-
erly. He stabed that the provincial and hsles farmers? banks were gener-
ally orgenized with tax and publiec revenue funds, and that political munipe

wlation and "sousere” were somebimes present: that there was a lack of

responsibility in the granting of loans; that provincial cooperative doe

partments and émamittaes,, which took the place of cooperative unions in
other countries, had ingufficlent as well as unstable funds, the amounts
aﬁiiahla sometimes being reduced without netice; that there was an in=
adequacy of quelified staff, due to lack of funds and leck of training; —
and th&% in general the socleties were “bﬂrmwiﬁg societles® instead of
sodieties for "saving in order to borrow’, He stated that the &ifffcul-
ties were not 11*:’%19&1&?3.1@, tut grew out of the government®s impatience
for ﬁefﬂm; znd that he wag hopeful of its success as a policy, if not as
a movement, frsﬁ the trends he observed at the time ho Wrote, s

Another weakness in the %hi.nese sooperabive system wae bthe lack of
eaaz‘ﬁinatmn of the sgencies involved. Eoﬂ doubt this véaa eorrested to

some ex:hanfa by the ventralizatiecn of mgiatratimﬁ supsrvision, =ad law

83

Hs Do Fong, "The cesperatiw ¥ovement ia China®, th.l% Bulletin
on Economie Chine, Vol. 7, Nos 5, May, 1934, ppe I '
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1

‘eﬁtﬂmﬁmem andar the Depertment of Cooperation of the Ministry of Ine

' ﬁa;aﬁrieﬁ 4n 19%5, The compebition of commersial banks for cooperative

' business in the same aress has already been mentiomed, and in Hopel the
' ;‘ré:s.,gz_{-cemizgaa and the 0.1 F.R.0. in some cases competed in marketing -

thba in the same districts, while other perts of the provibes had no

" ﬂo‘ﬂ:ﬁ@mﬁm marketing st all. It wes claimed thét_. gsoma sooperative .ml'---

| ganizers cii—c; not uaderstand cooperation; that 'tha? sometimes formed a
@éht& and %hén moved on, Bever ?evi—siting :!,-'t-' expept to exemnine its an=
-. ml aypliaatiaa for a lean; and that suditing apt»eamd quii;a unfemiliax
- ﬁrganimars, directors, and members of smaie%ies,a In 19%6 the fol=
_J,gwmg _ﬁﬁﬁ_ﬂu}x—i% in ymating ootperatives wersa raported by the helen
govermmests ia .‘x@ pmﬁ;aaaa-: ignorance, lack of _'a.rgax;.,m@r or prgenizing
‘:instituﬂ.ansﬂ, lack of finmncisl institubions, ?:anﬁits, poor communicte

" tiﬂns, poverty éi‘ f.amrs', laok of promotion m&a, atid opposition from
the gentry and from money }.ezmerscgﬁ

While the rate of interest charged was _10*-.‘37@::"%31@ befors, it still

was not as low s in countries where oapltal wes more plentiful. In

to 1.5 per cent mombhly, and the socisties usually charged their members
~from 13 per cent te 1.6 per cent monthly, Over 70 per ceat of the so~
ofeties investigated eharged more than 1 per cent monthly. Abuses cited

'mlﬁﬂed charging memher.s more than thg ﬁomina}, rate of iatevest, using

"y

5“ H@, op‘ ni‘bq PP, 50m54,

35 iawrma W Qhezz, a0he Onoperstive Movement in Chima®, Information
- Bullatin of %im Gnaneil of Intemtmnal Ai’faira, {Hamﬂng »

: 1937 it was stated that the baoks charged the.socletiss from 0.8 per esnd - =
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gooperative fuads for loans to nons-meithers, permitbing members. to re=-lend

te outsiders, and even uwtdlizing the cooperatives as a msans to collect
arears of rent and taxes.
The sizg of loane availabls, which avereged §20 to members, was net

large enowugh for permanent farm improvements, so the farmer was seldom

sble to do meée_ ‘then msintain his sbtatus. ZIven so, losns Lo cooperative
@ﬁmm from vavks generslly required security, contrary to the cﬁginal
plan for coopérstive credit sceietlies in China, in which the mubual
guarantss of members wes to take the place of ssenrity. In one .saﬁtﬁ.m
- of Shantung, no one with less than 10 mow of land was eligible %o join

" & cooperative; in Hopei, the coopsrstive members hed an average of be-

| ﬁwé@ﬁ 30 and 40 mow of land., Thus the ?aa‘ras‘b farmers, those most in
fAoed @i’ help, were hob : aligibla for the banefits of eredit a-anp@raﬁiws
_"ias'@@m-%atir}na of the country.
Jush bafﬁafs 1937, an iavestigation of pural leans in 900 districte

out the sountry showed that barsly 5 per gent of loans in rural

mas wers mede by banks and éaoparat ives, while 80 per #mﬁ ware sbill
made by individusls, sueh as landlords, merchants, and ;mall_w-’sew&n PEa b
_-aéfkﬂ,- Thus, up to m t;ixim of the war inm 1937, cooperative orsdit so-
eisties, the most widespread typs of sooperative soeiety ia China, were

of . pnly miner imporbange as a source of rursl améi%@gé

86 Chen H&awsang, O gﬁis"n PPe 75784
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Cuapter IV . B —

e c&m_;sg Imsmlﬁ_% GOQPERATmsg 1937=-1945 ——

The types of cooperatives thet have slready besa presented were ¢onw —

tinusd and exbtended in Free China during the war, =8 will be described

later, The Chinese Industyial Cooperatives, a distinetly new and indepen-

dent movement, grew dirsctly out of wartime needs end mus$, therefere, be

gonsidered against the background of economic changes resulting from the

wWare

With the Japanese attack in 1937 the economic situation in China ale
- most jwmediately deteriorated, and it became progressively worse as the
_ wer contimued. The major chsnges consisted of the early Japenese Seizure
of the coastal area, the secbion containing most of the industries, traas-
perﬁatim' fa_e_ilitias_,. and modern ¢ltles; the retaliation by the 'Ghinese
%hx*mgh the use of the "scorched earth® polisy, followed by the gttemp‘h
%o sslvege irrsplaceable mmchinery by moving it westward; the svacuation
R of large numbers of the population to the west; the blockade from the
| | - spgt and eventually from the soubh as even the Burma Road was made untons= o
able; the Jupanese exploitation of the population and resources of the
songuered areasi szmglmg from the cccupied to the wmoccupled areas; and
the inflatlion snd speculablion in Fréa- China which resulted from the short=
age of goods, the éqaréing of raw :ﬁa%érials, the leck of industry, and the
hlackade.

e China's great expanse of territory and her huge population were her

it important assets. Her defense peolicy was unavoldably one of
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“irading space for Hime", and her awales atiempted o meke np Por lack of

equipnent by sbeer numbers and bravery. Although the Japanese held practi-

eally all of the most importsnt vosds and vellways, they fousd it impose
sitle to police all the intervening tervitury. Thus sress of gusrrilla
agtivity ae?elognéﬁ bahing bhe Japanese limes, znd guerrills attucks wers

mede oven on the oubskirts of some of the large ¢ities held by the Japane

E
!
i
i
E

CET .f:t‘ﬂ!ﬁ the early deys of ths waps

Like othor vountries enpaged in the war, Chins found it necessary ho

| roorganize so u8 to atbain the ecovomic und political eontrel nsesssary
' m propocute $he sar. This was espenially 4iffiesult in Chine beoause of

poor communieations, illitersey, factionanliem, and the decenbtralizetion

of & pre-industrisl cconsmy. Although the govermment hed wids emergency

powers, it was found impossible to saforce effectively the measures taksn

o eatablish systems of priorities, rationing, and price qellingsy to

sombat speonlation, hoarding, and infletion; Lo stimmlatbe production; and
to contrel industry and 1&?:-@1'}

- As has already been stated, cosperstives lsd been ander the supey-

yision of the Cooperative Dommission of the Hotiounsl Zeonomle Couneil,

but wers bransfevrsd in 19%6 %o ithe newly ssbablished Depavtuent of (o-
é;mmtiaxx in the Hinistry of Industries. {(Sge ppe  105-106.) Lfter

the hégm.’mg of the wer, the Sxesubive Yusn sstablisbed under its ows

3 Detailed information regarding wortime sconomic conditions and meas-
ures: of contrel is mvailable im the following peublicaticna: Hubsrd
E'reyn. Free China's New Deal: Chinese Ministry of Information, Chima
After Flvo Years of har; Morwell 8. Stowart, ¥ar-time Chimm; Inteve
pational Labour Office, Heonomic zpd Sooial Polioy in free Chine; and

C Owen L. Dawson, “Aprisuliural Poliocies in Unoceupled China sinos

1937, Forsign sgrigulturs, {U. S. Department of sgrioulturel, Vole 5,

No. 10, O0tober, 1941, Dpe 407422,
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-authariﬁy_a Ministry of Heonomie Affairs, which replaced the Ministry of
' Iﬂdnstry. Thereafter g¢ooperative affairs wers handled by the Central
Cooperative Administration of the Minlatry of Heonomis Affairs, until
this adminisbration was transferred, in 1939 or 1940, to the Minlstry of

Social Affalrs, whera it rémaiag tadayug

(]
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For-reascns-that will be mad
opepatives were never brought under the conbrol of the Cooperative Adminise
tration of the Hinistry of Soclal Affalrs, which supervises sll eothsr
sooperatives in China,

The Chinese In&uébrial Gooperatives (Gslgﬁe).ware nndoubbedly the
meat'sigaifieanz end oripinsl econcmic development which grew out of the
war in Ghinau"There was searcely a book, pamphlet, or periedicsl artiecle
dealing with wartime sconomic Gonditions in China which failed to dovote
8 sagtion or at least a few paragraphs to thils experiment; which caught
‘the imagination of the public as a brave atlempt at seonomic self-defense,
and potentially significant as a plan of organization well suited to the
Chinese economic scene. |

While the industrial cooperatives unquestiomably helped many Chinese
to support themselves amd thelr famllles during the war and supplied a
portion of the consumers’® goods so much needed in the ilnterior, they were

‘prevented by unforssessn organizetional difficulties ag& cepital shorbages
frbm developing on the geals desirsd by the erigina?ers of the plan. In

the boginning it had been hoped that a network of 30,000 small cooperas.

2 Internationsl Labour office, Bconomis gud Socisl Policy in Free
Chins, pp. 22~30. ' . ' -
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ti?eﬁ sould be established, bubt the highest number elaimed was about

3

3,6@9 in 1940,” while the grestest mmber of socleties officially rscog=

~ higed by the Genbtral Headquarters of C.I.C. was only 1,86?34

IDEA AND ORGANIZATION

The plan, in brief, was to replaeélthe lost coagtal industrial base

with a mltitude of cooperative producers? soeletles in bthe interior,

- #=-ywhich would utilize the unexploiied natural resources in various regions

by unemplayad refugee and loeal labor, thus providing civilian and mili-

tury negessities not ﬁtharwise availables

Sponsors e

The scheme was not indlgenous, in that it did not originate with.a
gIeup éf workers evolving a plan for thelr own participstion and benefit,
~ As has been stated, illiteraey, déstitution&_pravineialismb and the phi-
losophy of the family system in China have hindered the masses of the
population from working togeather in the furthersnce of large-seale proje
sot3 for the benefit of the people as 8 whole.

Io the spring of 1938, when at least 80 per gent of all Shanghal

factories and workshops had been destroyed or sxpropristed by the §apan959§§

a smail group of people met in Shanghal to dlscuss the posslblility of

paking some constructive ztep %o rebulld am industrial base for chin% and

> Iga Proitt, "9ix Years of Induseo", Far Fastern Survey, Vol. 14,
No. 4, February 28, 1945, p. 48,

*  opine Hendbook, 1937-43, p. 457

5 Helen Foster Snow {pssud. Nym Wales), Chima Builds for Democracy:
A Story of Cooperative Industry, p. 37 '

T
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%o relieve as scﬁn ag possible the atarving refuges laborers. In April,
1938, the Preparatory Committee for the Promotion of Industrial Coopera=
tives in China was organized by Hubert S. Lisng, Hsu Singloh, Lu Kuang- ;
mien, four other Chinesme, Rewl Alley, Mr. and Ers. Edgar Snow, and a young

British official. Shortly after this, Frank Lem, Co F. Wu, and Ke ée e

Liu, two American journalilsts, the wife of a Chinese official, several

Bl il LTl s e L L T R

sagineers, and Y.M.G.A. and Y.W.0.h. workers joined the group. Rewi Alley
had been chisf factory 1nsp9u1;ar of the Shanghai Municipal Council; Hsu
Singloh was manager of the Shanghsl Commercial Bank and-the firat Chinese
to be elected to the Shanghei Muniecipal Couneil; Liu, Lem, Wu, and Lieng
were all "Bailie Boys" s trained in engineering by an Awmerican missionsry,
Joseph Bailie, who later arranged for these men and others to recsive
practical experience in the Ford plant in Detroit; Lu Kuang-mien was a go-

operative organizer of long experience, had studied st the London School

- of Egonomles, had visited Seandineviaen cooperatives aend Kagawe?s ccopsra=«

tives in Japan, and had organized the North China Industrial Serxvice

'ﬁnian‘é {-Sae Phe 94"95-)

Rewi Alley is the individunl most responsible for the &e'qelopmenjb _
of the industrial cooperative movement. He 18 & New Zealendsr whose
father was interssted in agriocultural cooperation, and as factory in=
spector in &me he was more Pamiliar with industrial conditions than

perhaps any other foreigner in China. He hed meny loyal friends among

| Chinese, Western-educated and ordinary factory hemds, in whom he had

5 Helen Foster Snow, China Builds for Democraey, pp. 39-454 xndusco
News, {Bulletin of the Hongkong Promobtion ( Sommittas), No.
April 15, 1940,
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great faith and who had grest falth in him and in any movement he would

. support.! Most of the arbicles dealing with She cooperatives deseribe

‘him and his work ia ﬁaﬁail-i, end his position in the organization was a
 point ot gontroversy bafore the reorganization of 1943, which will be diéa

cussed later in this paper.

It vms realized thait the workers were #o near desbtitution that they
| weye uneble t--e pmﬁda their'am gaplial for shares. IU was hape-é at
fimrﬁhat funds could be secured from the Reéfeﬁroaa, the League of Ha-
tions, the G,I.,F»ﬁqm; some of the mlssions, or the Roskefoller m::*:al ro-

gonstruction fund, and thet afier the experiment had succeeded the governe

nent mﬁl& be willing to help. ¥Funds were not available from any of these -

'émreaﬂ, although Rewi Alley sesured a granmt of $10,000 from the i’aria
Branch of the International Federation of Trade Uniansﬁ Alley, Lu Euang-
nién, Frank Lem, and C. F. Wu, were made responsible for drawing up the
Mﬁaieal plan; and the bankers on the commitise, headed by Eou Singloh,
were to formmlate the plan for fimancing, Heu presented the plan to Dr,
T+ V. Soong, who cabled Geneva for help from the League of Nations, but

' no action was taken by the Leaguaﬁ

The ¥ounding of 0,1.C. in Henkow
It appeered for a time as though nothing would be done, uwntil Sir
Arohibeld Clark<Kerr, the British Aubassador, wss given = gopy of the

~ plen and reslized that cooperatives might be as valuasble to China as they

Helen Foster Snow, Chine Builds for Demosracy, pp. Hd=62.

8 Helen Foster Snow, The Chiness Labor Movement, p. 125,

? -Helen Foster Snow, China Builds for Democracy, 1P. 40=43 o
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' hed proved to be to England, He sent the plan to Madame Chiang Kai-shek

and recommendsd that Rewi Alley be called to Hankow, where the govermment
had moved, to organize the projest. HMadame Chiang. atudled the plan to- i:::;:;;;;
gether with Dr. H. H. Kung, then Minister of Finance and head of the LT

Executive Tuan, and in & few days Allsy was asked %o coms to Haskow, O0n S

_his arrival in June, 1938, he found sertain groups unenthusiastic, but re-

varicus political fastions and bur&auéféey. It was established as an

ceived the support of the Gensralissimo®s hemdquarters, Madams Ohlang, Dr.
Kung, Sir Archibald Clark-Kerr, and W. H, Donald. The "Chinese Industrial
Cooperative Movement" was inaugurated August 5, 1938, with Dr. Xung as
chairmany K. P, Liu, secretary-general; Frank Lem, chief enginmesr and heaﬁ.
of the technical section, with Q. F. Wu as his asaistant; Is Kuang-mien,
director of the Norfhwest Headguarterg; and Alley as ¢hiel adviéer and

leter as Tield secretayy for the Interneiional Committes at Hongkong. In

»19%9 Habert S. Liang waes appointed assoclate aecretaryagenaralalg

 The C.X.C. became the only people®s organization im China, with the

‘exception of the Red Cross, that was able to remain independent of the

independent agency under the Exaeutiﬁﬁ Yuam;l and remained independsnd

of the Minmistry of Soeial Affaivrs, which conbrols the agricultural co-
operatives aad labor unions, and which is saild %o be under the control of
the powerful “C.C.-Cligqus". This group, led by the two brothers, Chen

Li~fu and Chen Kuo~fu, from whose initlals 1t takes its name, is commonly

10 Helen Foster Snow, China Builds for Demosrecy, pp. 42-44. R

11 Ivid., pe. 443 Hobert W. Barnatt, "Misroacsm of Ghineae Unity",

Amarasi&, V@la 4, No. 5, July, 1940, p. 226,
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- thought %o be the most corrupt and reactionary faction of the Kuomintang,

128

with definite fascistic meﬁniqms.la {See Ppe 154-155,)
The -If:.*c:t:at sotion taken by the mew organization wes the removal of —_—
induatrial machinery and 1,000 refugees from Hanlkow to the Northwest.

The respousibility for the move wag on the shoulders of Rewl Alley and e

Iu Ewang-mien, whe led the group and who set up the Northweat Headquarters

of the Cel.l. altar their srrivsl .3‘ 5

The C.I.0. was envisicned as a simple plam that could be put inte
Qperaﬁion much more rapidly thanm the government plauns for large-socale
induatrialization,_whieh would have :pa;q;uired the dmportation of foreign
machines and & mobilization of offort and resourdes diffisult in pesce~

time, and slmost impossible with the blockade and the loss of Manchuria

~with 1te iron ore. Anmong the pﬁtenﬁiaiiti-es' slaimed for the plan were : .
 the following:

- 1. The improvement of army morale by providing daily supplies for bthe |

armed forces, and by providing jobs Tor disabled soldlers and the
fami-lieé qf soldierd,
2. The improvement of general eaoﬁomic conditions in the interior so
o that = 1grga am couid be maintaised without undue abtrain on the
| lm_itaﬁ powsr of taxation.

3@' The maintenance of civilian morale by pmvming girilian necessities.

12 Mexwell S. Stewart, Wer-bime China, pp. 35-37.

i3 Helen Foster Snow, China Builde for Demoorasy, pp. 44, 59,
- gud 64.0 ' -
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- The maintenance ¢f the morale of the farmers by absorbing sgricultural

raw _matar_ials.. g

The removel of the negegsity for trading 'rsrith the enemy by providing

poeds and o market for raw materials, -

The decentralizsticn of faetories that would make bombing difficult,

wonld ei?gpmy@% t_he leck of transpordstion facilitice, and would

.

8.

e

10,

provids better living conditionas then the urben slums of the treaty
pértsa

Tha reliel of refugees and wnemployed whe might otherwlise rezort to
banditry $¢ secure a living, |

The introduction of industry to the interior, whether it took the
form of a revival of hapdicrafts or %ﬁe i.ntr_h:atmﬁticn of new indug-
trial beohniques, ..

The iﬁtmaustim of demecracy through the tralning in selfm@ovam;
mant that the socoperative method Implilies.

The provisien of & ¥middie way® that promotes “ithe psﬁple"’s liveli«
hood™, one ai‘ Sun Yatesenls wfhroe Prineiples of 4he People", and
which might bﬁ;gﬁﬁap’b&blﬁ ¢ orthodoxr Kuemintang suppertsrs as well
a8 to the Commmnistu, |

The gonventyation of asttention snd sifort on the internal rzchat,

-yaising the standsrd raf'_.‘ living, and also remoring the threal of labor

sEploitation that might eventually cnuse the Chinese to undersell

osuntries with higher labor standavds,™®

14

Helen Foster Snow, Chims Builde for Democrasy, Dpe 7-35.
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_’1?; The provision of a transitional system that would nod céﬂilict with
| plans for fubure large-sesle industrialization, bubt which would even
help in the tradning of a nuclens of workers who would be familiar | :

with sinmple machines, who could read blusprints, who realized the al~ _’*i*’ii;ﬁ
vantages of standsrdization, and who had taken the first ateps toward P

industrial diselpline as contrasted with agricultural work.

13. The utilization of available capital as & revelving fund, thus spread-

ing it ever furtheyr as a productive forse.

Plan of Orgsnization
The ovganization as it was sstablished in dmgust, 1938, is shown in
the chart on page I3l. The Central G.I.0. Headguarbers was dlrestly under
the Exeeutive Yuan nnd consisted of sections sush as organizabion, finance,
and technisal, esoch of which had "line" control down through regional: hesde
quarters to losal depots, where the aotusl work of promoting and establishing & —— —
industrial copperatives was done. The work developed largely ss a regicnal

afrair, since conditions differsd greastly in various areas, depending on

the proximity of fighting, the extent to whish industry already axisbed
- in the aven, the rew materials available, the mumber of refugees, ete.

Ench reglon was constantly reguired to refer questions 4o the €.1.0. Head-

quarters, which eaxzﬁaqnen@ly roguired 2 large eenbtyal staff. Thers were

also long, discomraging delays in receiving answers. Bach a@@;ti:m jasued

orders from Central Headquarters, and thers wes confysion in the carrying

.auf&af these orders in the depols. The hends of all reglons reported -
. weekly to a high govermment offisial, whe carried inmumerable other goverm-

meut responsibilities and who found this method inefficient and time con-



C.I.C. ORGANIZATION — 1938 - 194
EXECUTIVE  YUAN GOVT. FUNDS BANK LOANS
' |
DR. HH. KUNG
C.1.C. HEADQUARTERS :
SOCIAL
ORGANIZATION TECHNIGAL FINANCE EDUCATION WELFARE
NORTHWEST CHUAN- KUNG SOUTHEAST SOUTHWEST YUNKWE NORTHERN SOUTHERN
REGION REGION | REGION REGION REGION FRONT FRONT
INTERNATIONAL
[ COMMITTEE
EACH HEADQUARTERS SECTION HAD
°LINE CONTROL THROUGH REGIONAL
DE A
YENAN[ foeoor ! [pepor| [bepor | [oEPOT HEADQUARTERS AND DEPOTS TO ACTUAL
DEPOT PRODUCING COOPERATIVE SOCIETIES.
[ A FEW DEPOTS ORGANIZED AS FED-
ERATIONS. EACH REGION AND DEPOT
YENAN DEPOT BLOCK- ORGANIZED AS SHOWN FOR NORTHWEST
ADED AFTER 1940 WITH REGION.
COMPLETE BLOCKADE OF INTERNATIONAL COMMITTEE FUNDS
COMMUNIST BORDER COOR| |COCR| {COOR} |COOR | |COOR | |COOP USED TO HELP COOPERATIVES AND DE -
POTS AS NEEDED.

REGION.

CHART COMPILED BY WRITER

TeT
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| A reorganization, shown in the chart on page 133, took place in Mey,
1941, at the request of Madame Chiang and Dr. H. H. ﬁmgﬂ whe apparently | S
was the "high government official® to whom the reports had boen made,

This congisted of organizetion under an independent boerd, which it was S

hopad would prevent politicsl compliscations. Tachoisal, cooperative or=
ganization, educational, and social ﬁeli‘are departments were made meorvely
advisory, to extend consuliation service ‘o the general manager and o

the regions through the superintendent of regions; and the higher lavel
_inspeaﬁed the lower, obviating a separate inspectlion department. As much
- autonomy as possible was given to regiomal headguarters, with the right

40 budget loan capital and promotional funds for the year without reference
tclﬁenarai Beadquavters, and with te@hniﬁél ald and advico at the requesk
of regional headquarters rather thas as orders from Uentwal Headquarters,
It was thought that the Central Headgnarters steff could he redused from
170 te 20 under this plan, 'hkas freeing promotional fands to strengthen
the staff in regional headquamem and depots, "where the yeal work is
donecﬂlﬁ ' L.
A% first five ragianal headquarters were set up, and later twe other

regions wers organized to help production in the gnerrilia arens » extending

‘the orgenization into 18 proviaces. The provinees somprising sach reglon

and the mumber of sosieties and members by regions are shows in Table XIII,

pase 166.

15 I.awis 8s Gﬂ Smythe, Industrial Cooperstion in China During the War,
{Mineographed), pp. 30-3L. 7The CHAarts on PPe 131, 132, and 159
were preparsd by ths weiter largely from information in this
referance,
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[ oR.HH.KUNG j

GOVT. FUNDS

| BRD. OF olm:c*rons'l

| STANDING COMMITTEE
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&| COMPTROLLER H SUPT. OF REGIONS |- ——— ""I’V'5°"Y DEPT. |__
 [cHINA DEFENSE |™ CooP ' SOCIAL
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Within the first five years, 72 branch .offices or depots wars

astablished, each heving a branch manager, cooperative orgenizer, ace

émﬁ&ﬂ'ﬁg-"ﬁﬁﬁj engineer, The depots or braneh offices were 4o be changed

C a8 i"a;piéls' as peaa.iﬁla into federations run by the cooperatives themselvyes.

Tha General Headgquarters, reglonal headgquarters, and depots formsd the

promotionsl erganization, whose duties were te obtain eapitel from the

' Ohinese govermuent and from banks, o send it to the various regions o

" be lent to the groups qualified to seb up industrial scoperatives, and to

sapply teahniaﬁl knowledze to the eeaperamrsa. gueh ee information on cow
operation, aeaaunting, marketing and mapply, prosassing of raw materials,
setting up machine shops, making machinery, e‘be.@lﬁ

The astual progess of organization from a depot usually followed a
derinite plan. The organizers called on officials muoh as the maglstrate,
and on heads of looal organizations such as the Peaes Preservation Corps,
the Kuomintang, and the Army, to explain the G.I.C. and to ask for their
cooperatien. Posters were placed, hendbills dlstributed, aud public
meetings held o give a simple explanation of the plan. Then unemployed
eraftsmen were registersd; individuals were selected according to health,
experience, ato.; ﬁmy wers grouped aceordipg te eralis; the business te
be organized was imvestigated as to raw maberial sources, market for
finished goods, availability of equipment, produstion cosh, and possible
profit. If sll was favorable, an organizing ¢ommittes was establishedj

the soclety was registered with the hsiem government; the comtract was

16 348 Pruith, "Six ¥Years of Indusce’, Far RBastern Survey, Vol. 14,
Mo, 4, February 28, 1945, pp. 48-49; 4 Hation Rabnﬁds, pe 28
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"sigaﬁég'ané money lent. The depot did not then withdraw, but supervised
"-ﬁhe spolgties in iks territory to fevelop demooratic and cooperative mane
'L%EEMﬁhtg-ta teach asoounting progedurs, and to help with the improvemsnt
of technical praaesaas@17

The origivel plun called for three zones of indusbry: =8 rear zone

in the safe inberlor proviness, in which heavy inﬂﬁstry end larger units
wonld be builts & middie wone behind the fighting fronty and front-line
.and-mgﬁile guerrille units in active combat arems. The plan for guerrills
| units was not varried through very succesafully, although guerrilla abm
- operativés developed behind the Japsueses lines move gﬁ lese independently

of the main mnvemantgla

: Gansﬁituhion

4 model constitution for the dooperative $eaieﬁiss wag writ%en by
Rewl Alleyp agsisted by W. H. K. Gampbell, the former League of Bations
T adviser an_eaepazativesﬁlg It 9?9?1&@5 that work be carpied on ascording
10 seoperative principles: +that membership be epen to all gualified
workers up to the maximmm number justified by the conditions of the busi-
ness§ that sach msﬁﬁar have one vole; that ilotersst on share capital be

limitadg_a#ﬁ thet net earnings be distributed on the basis of a bonus on

. Helen Foster Snow, China Builds for QPRCY , Da é&* Re er% Chinese
- Industrisl Co-opdTatives, DBCeNDS ef‘?I?“f?éga PP 13~ 41585 To-
dusbrial, Co~operatives, Southeust Headgquarbers Rapcrtg Eulya 1939,
DPe 25263 Paul ¥, A. Linebarger, Tha China of Chiang Kai-shek,
I:T'Fw 226‘*227 [

18
t Helen Poster Snow, The Ghiness Lebor Movement, p. 128.

19 Robert W. Barnett, “China'e Industrial Qooperatives on Trial", Far
Zastern Survey, Vol. 9, No. 5, February 28, 1940, pe 52
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Qagﬁﬁé Funeblons conaist of menufesture and sale, the right to snter

iﬁt@ eaﬁbr&ets for labor, the transport of passengers and goods, the

murehase of naterials and sgulpment, the arvengswent for credit, and the ' %%;:;;;;%i

. :rigﬁx to federate with other industrial qaéysratiﬁeaa Liahility 18 muac-

: éhtaad bubk Limited. Supreme suthorihy ig in tha‘gan@ral meeting, ale S

thouzh a board of dlrsetors and a supsrvisory somoittes have gpecific

dutiens Only one share may be reguired for sdmission, bnﬁ & memher may

subseribe up vo a limit of 20 per eent of ths tobul subsceribed share vape

ital; membars are vequired to purchage shaves from profiis to the exbend

of two-£ifths of the bobus on wages wnbtll the net wérth‘sf a gooluty ls

equal o half its total cepital. Transfer and redempblon of ghaves ars

provided Tor under certain conditions. W&g&s apé 