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MONOPOLY AND CIVIL WAR IN CHINA

BY CHEN HAN-SENG

materially altered, it cannot be compared with
modern state caputalism. It is far more commercial
than industrial in nature, and is concentrated in the
| hands ol highly placed military and civil burcaucrats,
politicians, and provincial warlords, They rely on
political dictatorship at home and loreign support
for existence, stifling [ree cconomic crowth in China.
From the tenth to the sixth century B.C.. when the
pattern of Chinese sotiety was very diflerent from
what it is today, the aristocrats in (he walled cities
organized and maintained a kind of government mo-
nopoly in the form of handicraft manulacture of
certain utensils. Products were, however, {or the ex-
clusive use of the aristocrats; plebeians, allowed to
live only in rural places, were forbidden to use them.
As these products were directly distributed by the
government, the phenomenon of prolit. was totally
absent.305
Later, from the second century B.C., with the be-
ginning of a long cpoch ol imperial dynasties, salt
and iron were produced and sold by government
monopoly. But even these government monopolies
were not primarily for business profit. ‘The object was
to meet the needs of the state treasury, and therefore
the prices of salt and iron did not go beyond the
treasury’s demand. 365

From the middle of the sixteenth century to the

. - R S e -
begmnmg of the present century, under the ever in-
creasing influence of external trade and modern money

economy, government monopoly in China tended to

be more and more a source of private profit. This
was the origin of bureaucratic control. During the

_ Ming and Ching Dynasties there were three Imperial

textile factories situated in the silk producing areas

at Nanking, Soochow and Hangchow, their function

being to supply the government and the Imperial

Household with silk [abrics. In the Ming period such

cstablishments were supervised by cunuchs but in the
Ching period by the bond servants of the Imperial

i Household. The salt controllership and the superin-
4 ——

f;tcndency of every“one of these factories were among

i % ~ . S (:‘,
|| the most profitable posts in the Empire. 3/

( ﬁ LTHOUGH GOVERNMENT MONOPOLY in China has
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‘Modern industry as embodicd in factories operating
with machines was initiated in China b overn-
mtnt The first stmmshxp was built in China in 1868,

‘ *;the ﬁrst railway was constructed in 1876, the first mod-
- ern cotton mill was erected in 1889, the arsenal in
_ Canton was set up in 1887, and the Hanyang Fo Fou undry
| began its work in 18‘)0 All was done by state capital
and government management. The top burcaucrats
 who had much to do with these modern industrial
Menterprises made priyate fortunes. Li_Hung-chang,
yTu.aﬂang Chang Chien and Shene Hsuan-huai were
notable examples in this connection. From this time
there was a period of revolution, followed by (nll

:wars when the situation did not alter materially. 2
{

Mr. Chen was formerly Professor of History at the National l)m
[ versity of Peking and recently Walker-Ames Professor at the

5 University of Washington. He is the author of Landlord and
Fll’easanl in China and Industrial Capital and Chinese Peasants.
T During the war Mr. Chen worked in India with the British Min-
ammas l\ny of Information,

F Character of Monopoly Chunged

__F Since 1_{&8, however, the character of government
monopoly in China has undergone a [undamental
change. It is no longer a matter of implementing af°
- | policy of modern industrial development, as was thd
—Jcase in 1870-1910. Nor is it primarily [or helping gov
| ernment finance as (.mring 1927-1937, when the opiun
- {monopoly and the monopolistic tendency of financing
| the so-called credit cooperatives by the government
bank became vital sources for waging the anti-Com
" “munist civil war. 2k
ot New York Times correspondent Henry R. Lieber-
 man reported on August 15, 1946, [rom Nanking:
. “The Chinese State, acting through various public
—— agencies and corporations, has become the country’s
_ leading economic entrepreneur and now dominates
b minﬁlg, power, heavy industry, silk, cotton, and sugar
production ") This docs ngt mean that there is some
~ kind of SQE caglmllsm in’ China nor that the postwar
—1 economic pattern is similar to that in western and
- central Europe, where there is an apparent trend to-
__J ward nationalization of key points in the cconomy.
. Whereas there is state capitalism in Britain, France,
. _jand Czechoslovakia, there is as yet, strictly speaking, o
no capitalism in China. 306
“The trend toward state capitalism now appears in
- Asia for djfferent reasons than in Europe,” said Harry
~— F. Ward, professor emeritus of Christian cthics at
—— Union Theological Seminary. He did not indicate
that there was already state capitalism in China. For,
as he explained, “there it plays a different role be-
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cause of the feudal and colonial status of the f\smm'
people.” ) 30k
Feudalism and capitalism are incompatible, as arc
‘state capitalism and colonial status. When capitalism
reaches the stage of state monopoly, production be-
 comes largely social, although 'ownership remains pri-
vate. State capitalism as now existing in western |
Europe stands for preservation of private ownership |
tand centralization of control by the State, which is
controlled by an economic group. b
1 Government monopoly in China, however, is quite
—tdillcrent. It benefits_only those bureaucrats who
L Pmanage the state business, and only preserves private
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L owngrship to the extent that the priyate fortunes of

government officials and their families are involved.

The control rests exclusively with a few influential

kgovernment functionaries. Rather than a greater so-

—Heialization of production, government monopoly here
—fiincvitably intensifics the bureaucratization of so-called
b_—!statc owned businesses, sc.}ttumq and impairing the
forces of production. *w
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Whereas state capitalism in the Occident represents
the pinnacle of capitalistic cconomy, government mo-
nopoly or state business in China is historically speak-
ing a mere capital accumulation in the hands of high
- bureaucrats, a process that is still pre-capitalistic.

L government monopoly, it does not come from regular

——+ Whatever surplus value is obtained under the Chinese
- — ]
commodity circulation. On the coutrary, excessive
SEERE S — -—

profits are derived by purcely political pressure. Politi-

cal (licla[ors‘hip backs _up economic_monopoly.
briel review of the st e business in Ching, both dur-
ing and a[(u the war, illustrates thxs p()ln( 306

(1) New York ’Izmes August 16, 1946. «
(2) The Protestant, New York, February 1946, p. 34,
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Examples of Control =

Government control of lea marketing has been uli_-g‘u
typical monopoly by Chinese burcaucracy. In the tea ;
producing region of Anhwei and Kiangsi provinces
the wholesale and export tea merchants, the Cha
Chuan, used to hinance practically all the gathering.
— ol tea. But by 1936, when government banks had |
-~ acquired the sole authority to issue notes and accu-
mulated a huge deposit and when the government
had built a highway system in the tea region, high
burcaucrats in Nanking decided to create a tea mo-
nopoly at the expense of the Cha Chuan. In February
ol that year, the National Economic Council, a gov-
7 crnment planning body, proposed a state tea monop-
—— oly. In April, accordingly, the Anhwei-Kiangsi Joint
Tea Marketing Committee was organized by the gov-
ernment. The Cha Chuan vigorously protested against
this, threatening to cancel all promissory notes of the
previous annual tea collection. But the political prcs-‘
sure was too great, and it had to accept a compromise
1 by which, continuing to handle green tea, it let the
— covernment deal in red tea, which is chiefly for exp )ar{
ERaEd The National Economic Council was succeeded by
the National Resources Commission which was given
“the authority to control and manage many important
n’ws and factories in China, including textile mills.
Raw cotton was practically monopolized by the gov-
crnment as, in liﬁ like x_‘i_cg and uilsat, cotton was
——  exacted in payment of land tax in kind. In addition,
— a delinite quota for government purchase of cotton | Jg s
- was fixed. The cotton price established by the gov- "3{]3

i 4
{30k,

ernment was low, often below the total cost of pro--
duction, and furthermore the price hxing by the
government controlling organs was never cffected on
—Ischedule. The cotton growers could hardly foresce the
— ceiling price to be sct by the government. 3077

| The gap between the ceiling price and the black-
market price was very wide. In _]anuary.l_ﬁ_)j_ﬁ, in
Shensi Province, China’s best cogton-producing area,
when the oflicial price was Ch.§13,000 per picul,t¥
the black-market price was at least Ch.$17.500 per
picul. In May 1945 the situation became worse. While
—tthe ceiling price was Ch.$33,000, the black-market
——+price was as much as Ch.$100,000 per picul. The ccil-
_ing price barely covered the cost of cotton production
cexclusive of labor and fertilizers. As a result cotton
acreage in Shensi and northern Honan decreased dras-
- [tically, dropping in many places as much as fifty per-
" Tcent in one year. }07 S i wy o TEmER
— Furthermore, the government considered cotton 4 : S e !
E-—tstored up by peasant families as hoarded. As such it Hrift o b ob SR T
. was subject o confiscation. In these circumstances, | | | SER EaRsaasy o, EEESIIAn iEeE
. tof course, cotton production further declined. The
. Agricultural Promotion Commission of the Ministry
- of Agriculture and Forestry planned to extend a con-
siderable loan to cotton peasants in 1945, because by

—11944 the so-called Free China had an annual cotton
-+ production of only 1,500,000 piculs, or only nine per- |
- Lcent of the 1936 total. This did not scem to worry |
the government, which was apparently more interested
in profit than production. In fact, during the three
and a half years from 1942 to the middle of 1945, the
- | Chungking government imported so much American
—and Indian doth by air, over the Himalayas, that
+—t there was, on one hand, an apparent cotton surplus
- lin China and, on the other, the 464,000 spindles then
available In the five provinces of Hupeh, Hunan,
Kiangsi, Kwangtung, and Shensi had to stand idle
most of the time. The government enjoyed a monop-
oly of cloth transportation, trpde and distribution,
—fenurely ignoring cotton production and mill manu-
——'facture. . ;,77 ;

ek

3) One picul equals approximately 134 pounds.
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Tendency to Crush Private Business

Througt oo : ,' A% o4
roughout the past decade, government monopoly *4 ﬂ\ Y
has developed in China under the name of govern- _
ment control. “Government control” has been set up :
in the name of a socialistic policy of regulating private
capital. Although, according to the “General Princi-
ples for Economic Reconstruction” adopted at the
—1148th Meeting of the Supreme Council of National
T—Defcnsc o November 6, 1944, the industrial develop-
ment of China should be carried out along two lines:

by private enterprises and by state enterprises (Argxr!i
%

v . > S
) ; and although the same resolution stipulatéd (fl’

private capital may engage in any enterprise other
than state monopolices (Article 1, Glause 2), the pres-
ent government monopoly policies in China tead to
—— crysh private, individual modern business. There are
— developing several powerful burcgucratic groups who
are profiteering fabulously in the name of government
monopoly. They utilize political and military power
to fortify and extend their own business interests, are
{m(&'c interested in trade than in_industry, and favor f

== . o
arbitrary methods rather than democratic pr()(:C(‘uZe.
j Domination of Industry ol

s . : (XI5
In addition to maintaining government monopolies

—— ol transportation by rail, motor and air, of foreign
- trade, and foreign exchange, the government began
by 1944 to dominate modern production in China.
In that year, although private factories numbered
4,764 (90.47 percent) and government factories only
502 (9.53 percent), the total goyernment capital was
— Ch.$189,183,000 (38.81 percent) and the total number
— of workers in government factories was 105,066 (29.21
— percent), while the total private capital amounted to
Ch.$298,297,000 (61.19 percent) and the total number
of workers in private factories was 254,597 (70.79
percent) . Obviously when the government concerns
were larger and better capitalized, they were able 10
outbid private industries. }2) !
— Furthermore, government concerns have not been
— confined to heavy industry. Of the 502 government
~ factories in 1944, 167 were small chemical works, 146
were cotton textile mills, and thirteen‘wer&cnga,g_cd
in the production of beverages. The distribution of
both government and private capital in modern indus-
tries in that year, as listed below, shows lack of ai &f
. lkdearly defined industrial policy.t4) } 0}

-7 DR R TY

33

DisTrRIBUTION OF INDUSTRIAL Caprrar in Crina, 1944

Categories Government Categories Privale
[Err {percent) (percent) v P H ] '
L Metallurgical 30.99 Chemical $5.08 : : : i 8 ieEaih I 0
| Chemical 25.01 Textiles 18.68 ’ EEaEsEren SER0R20REd (EERE IR 55 sennspea st rad ' '
Machine works 1542 Machine works 10.24
|| Textiles 13.36 Beverages 9.85
| Electrical Metallurgical 5.74
. apparatus 12.27 Electrical ! ! i RE ssuiddEss e ; ;
.| Printing and apparatus 515 ook £isd 6L : ‘ 8 iR EE 6 £88 iaeazeusi: a2 SEEE] faa x
educational Printing and ’ i ‘ '
[ apparatus 0.89 educational
1 Beverages 0.80 apparatus 5.14
L1 Metals 0.72 Other industries 4.82 i
|| Other industries 0.44 Metals 3.76
Clothing 0.10 Clothing 1.64
= Total 100.00 T ollal (’,‘72110\05,091

- C. Y. W. Meng, in thc.Kl;on{inLang sponsored pub-
__lication, China Monthly, stated: “China is probably
one of the very few countrics in the world where con-
trolled economy and free cconomy are operating side
by side with each other to their mutual advantage.”
He said that “beginning from 1943 currency inflation
began to take place, and a large part of our idle capi-
——tal no longer flowed to the industrial channel but (o

—— other illegal commercial activitics, such as hoarding
and speculation. With the sudden cessation of the
war, and as a result of the cancellation of many war
‘contracts, the situation has become much worse than
mams| % S
before. Nearly all heavy industries have come to a
‘standstill. Depression is sweeping everywhere, and is
~ playing havoc with us.”®®  As monopoly tends to ex-
| . . ]
tend its own influence and power, covernment monop- ai Y N T il
‘ I : 8 : | _ 4 C. Y. W. Meng, "A Survey oL(ﬁaina‘s Industrial® )evdo’{;-
oly of foreign exchange, of wansportation and of | went” The China Monthly, Vol. 7, No. 7, New York July 1946
banking quickly deteriorated into government hoard- § pp. 244-45. ;
i lati l li This state ol thi '
/ing, speculation and smuggling. 1s state ol things, ) o I R
TR Spreniad 1 sgling : e s (5) Ibid., p. 244.
‘}vhlch Mlj. Mcxxg calls (:()ntm.ﬂcd cconony, is certainly (©) Ibid., p. 245.
incompatible with that which he deseribes as free
economy. 3 py
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qkelief Goods Diverted

o)\ 43

The leading editorial of the New York Times of

" August 15, under the tide “Chiang Kai-shek's Pro-

—— gram,” comments that Chiang “calls upon his own

—— Government officials to review their own mistakes and

o shortcomings, of which, unfortunately, there are only

__ too many in the Chinese burcaucracy.” Recently much
. has been published regarding UNRRA in China.

Whereas in the past public bodies in China always

 administered relicf, today the Government tends o

"~ monopolize it.(") Monopoly in relief encourages cor-
prtadbai b o chuliliche

——ruption. In many cascs relief goods have been turned

—— to private use. This, together with other governmen-

tal monopolies in industry, trade, banking and com-

munication, has swelled the ever-expanding pockets
of the high bureaucrats. 3 o f

It may be emphasized that the present large scale

| government monopoly in industry and trade has beep

— largely accomplished tl oh currency » issue ar
argely a p ¢ through currency note issue and

oY

— the conwol of properties which used to belong to the mt

——  Japanese and their puppet regimes.  In fact this is the
crux_olb the entire_government finance. In August

1936 the total note cdirculation in Nanking covern-

ment currency was Ch.$1,400,000,000." Tt went up to

Ch.S$1,000,000,000,000 by August 1945, In May this

- year it reached Ch.$2,200,000,000,000: but according to

— Finance Minister Yu's statement at the last session of

—— the People’s Political Council, the total circulation
~ will be about Ch.$1,395,000,000,000,000 by the end =

of 1946, or some 995,993 times as much as in 1936.

This means that at least 200,000 million dollars worth

of bank notes are beiirg issued every month. The

total government expenditure for 1945 was about

Ch.$1,000,000 million and the total for this vear will,

—  most likely, be around Ch.$5,000,000 million. As the

— total value of the properties in the form of factories,

mines, real estate, transport means, and the like, taken
over from the Japanese and their puppets, amount to

approximately Ch.$10,000,000 million, the government

obviously desires to redeem some of the current notes

by selling many of these propertics. 32¢

Fr Inffation alone would have caused, as it did, indus- T, '3

~— rial stagnation, but in reality the sale of property and L :

- parual note withdrawal have been very slow. What ¢ W’*
has alrcady been sold o private concerns is very little

in comparison to what has been retained by the gov-

ernment. The major part, perhaps more than seventy

jew s xly P
© pereent, is under government monopoly management. ; 'i,‘) ;Zf ﬂ?g
Each_of the powerlul cliques of the government has a : : :

b veciniouing
(7) More than half of the funds contributed in America to the

United Thina Relief has passed into the hands of Chinese gov-

ernment’ institutions; less than one-third has gone to Christian

sdiss jssion and educational establishments; and less than one-fifth

has gone to popularly-organized: war relief bodies. At least half
of UNRRA’s heavy equipment has_been sold by the Nanking

government to the government-directed CNRRA on advances

L from the government-controlled Central Bank of China, accord-
ing to John G. Dowling, China correspondent of the Chicago

| Sun. The other half, as has been admitted by the CNRRA direc-

— tor himself, was sold to “private” or joint government-private
interests, many of which carry the names of prominent govern-

ment officials on their boards of directors. ie*

[ Cliques Within the Government

= (LI

First, there is the C._C. Clique, a group composed of

Kuomintang party leaders and headed by Chen Li-fu

and Chen Kuo-tu, which controls the Farmers’ Bank,

__‘h()lding a major share in the credit cooperatives and

[~ linked up with seventeen big grain speculators, the

— Indugtrial and Mining Bank, which though private

—in owncrship, is managed by political and bureau-
cratic influences, and the newly established China Silk
[ —

Coyporation, which has been taken over {rom Jap-

anese management in cast central China. This corpo-

ration engages in the production of silk-worms and

operates ten silk hlatures and weaving factories, with

i a total of 2,384 silk filature basins. It dominates the

—industry in Kiangsu, Chekiang and Anhwei, and

— twenty-five private groups market silk through the

L__corporation. It can export about 1,000 piculs of silk
annually. 304
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rectly under the Generalissimo also is the National

lifty percent of China’s iron and steel and all petro-

T P EEEEESESEEEEE SEAED ¢SEES BEERN SENNT SERE EARSS EAFES ESHGE RRAR

The sccond group is the so-called Political Science
Clique. It controls the Kincheng Bank which, though
private in ownership, is operated under political and
bureaucratic influences; the Ta Kung Pao newspaper

corporation, which is heavily subsidized by the goy-
Jeg) y .

S, A

. crnment in various indirect ways; and partly the China

Marine Products Corporation and the Taiwan Sugar
Corporation. The last two mentioned have been taken
over recently [rom the Japanese. The China Marine

- Products Corporation has over 100 fishing craft, with

about ten Diesel engine boats in addition. It also con-
trols seven cold storage plants, onc net-making factory,
one cannery, one fish oil factory and a small dockyard
and repair shop. The main assets of the Taiwan Sugar
Corporation in Formosa — where General Chen Vil a

prominent member of the clique, is governor — are
forty-two sugar mills which were taken over from the
Japancse. 309

One old fnancial group under the leadership of
H. H. Kung, who was Minister of Finance for seven
of the cight years of the Sino-Japancse war, may be
considered as the third clique. This group has report-
edly been involved in bond and gold speculations, for-
eign exchange manipulations, and smuggling. More
recently it has been reported that his son, David Kung,
will be financial backer in organizing a trading cor-
poration to handle Sino-American business transac-
tions. 329

The fourth is the 1. V. Soone group which, as com-
pared with the €. C. and Kung groups, has a swong
tendency to develop modern cnterprises. It controls
the Nagyang Tobacco Corporation, the Kimsan ‘Trad-
ing Corporation, the Li Ta Corporation, and most
recently the China Textile Reconstruction Corpora-
ton. The last now operates fifty-two factories taken
over from Japanecse management in Shanghai, Tien-
tsin, Tsingtao, and other cides, with 2 total of
1,760,000 spindles, or about two-fifths of all the spin-
dles in China. In spite of poor management, it makes
a net profit of thirty-four pereent, equivalent 1o
US $4,000,000 per month. This can be attributed only
to the special privileges enjoyed by the corporation:
priorities for raw materials, transport, fucl, and so

forth. 229

The Generalissimo’s Group

The fifth group is under the lczulcrship ol the Gen-
eralissimo. It controls the Ministry of Communica-
tions which, at least nominally, opcrates the national

\

network of railways. It controls the China Merchants

Steamship Navigation Company, which is bigger than

any private competitor in China. This company oper-

ates ships having a total tonnage of about 800,000
gross, mostly taken over from the Japanese. Its 100

vessels range from small river and coastal boats o

American Liberty ships. Even bigger ships are now

being ordered for the service of this company. Di-

Resources Commission, which has flourished durine

- N > o M o
the war period and controls 116 industrial, thirt{- :

seven mining, and thirty-three power projects. About

sixty of the factorics under the Commission are in

operation. The Commission now produces more than

leum and non-ferrous metals. It will soon lead also

in the chemical industrics. Because of this towering

development of central government monopoly, the

erstwhile provincial monopolies, such as in Shansi un-
der General Yen Hsi-shan, in Kwangsi under Generals

LiTsun-jen and Pai Chung-hsi, and in Yunnan under

General Lung Yun, arce rapilly disappearing. Big

monopoly has swallowed small monopoly, and the ab-

normal conditions of war have greatly accelerated this

process in China. 24




Monopoly‘ in Textiles

Government monopoly in China stifles free eco-

nomic development. The textile industry gives suffi-
cient proof of this. Before the war, in 1936, China
had 143 cotton textile mills. These modern mills were
located largely in the lower Yangtze region. The total

~of their spindles was 5,647,000. Of these, 3,047,000

spindles were under Chinese ownership and manage-
ment and 2,600,000 spindles under forcign ownership
and management.  Of the foreign spindles  about
1,900,000 were Japanese. }o§

China was practically sclf-sufficient in cotton pro-

duction in 1936. The total need of the mills was

11,000,000 piculs of raw cotton and the total Chinese
cotton production in that year was at least 16,300,000
piculs. China’s cotton import had been greatly re-
duced after 1931, Whereas in 1931 the total import
was 4,700,000 piculs, the total import for 1936 was
only 800,000 piculs of the best cotton from abroad.
‘T'he - total Chinese cotton production was approxi-
mately doubled between 1931 and 1936. The pros-
pects were so good that it was estimated that by the
end of 1937 the total number of spindles in China
would reach 6,800,000, equally divided between the
foreign and the Chinese. 2209

Even during the war years, in 1939 particularly,
there were 1,700,000 spindies in modern mills in the
interior provinces which could yield enough yarn for
weaving, both by machine and by hand, a total of
40,000,000 pi of cloth, a pi being about forty yards.
On the estimate that the population of the interior
provinces is about 200,000,000, cach person could have
had on the average cight yards of cloth per year. In
India during the war only five or six yards were fig-
ured for the average annual per capita consumption.
Eight yards per capita per year for the Chinese would
have been quite sufficient. But the government mo-
nopoly and control in Chungking gave no chance to
encourage cither textile manufacture or cotton pro-

duction. This situation culminated in a cotton “fam-(304

ine,” cloth scarcity, and the closing down ol many
textile mills. /¢

The giant government textile monopoly, the China
Textile Reconstruction Corporation, was created from
the former Japanese owned and managed mills solely
for the purpose of affording financial aid to the gov-

- ernment and enriching the bureaucrat-managers con-

nected with it. Its management at present, therefore,
is by no means efficient. It has taken over from the
Japanese some 1,760,000 spindles, yet so far only

- 750,000 spindles or forty-two percent are in operation.
- It produces only 700 bales of twenty counts yarn every
- day, which represent not more than eighteen percent

of the total producing capacity. The quality of pro-

- duction is also poor. Whereas each spindle prior to
- the war yielded about one pound of yarn per day, the
. present production per spindle is only four-tenths of

a pound. Furthermore, the government corporation
deliberately abandoned the production of forty counts
yarn for which most of the spindles were fit, and
engages instead in making twenty counts and sixteen
counts yarns for a temporary profitcering market.
Such competition against private mills which can
manufacture only sixteen and twenty counts yarns is
entirely unjustified, from any sound economic view-

point. 30
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Bureaucracy Dominates Management

Bureaucracy dominates the entire management ot 7
the corporation. The fifty-two factory managers are -
under the head of the engineering department of the

government corporation. Above him are the Vice-

Director and Director of the Corporation. Actually

all power is centered in the hands of the Director.

The fifty-two factory managers have to obey the Cor-

poration Director in all matters pertaining to person-

nel, machinery, raw materials, budget, and marketing.

One man cannot be expected to cope with the diver-

sified business of fifty-two factories with 1,760,000
spindles. 3,5

In fact nepotism, corruption, and [requently fatal

delays have become all too common. In onc of its

Shanghai factories the Japanese used to employ thirty-

two technicians and five administrators 1o run 50.000
spindles and 800 looms. Now, under Chinese govern-

ment management, this same factory employs forty-

four administrators and only twenty technicians. This

i1s an increase in the total number employed, but the

proportion of technicians has been reversed. Out of

its huge profits the Corporation is able to pay higher

wages and salaries than the private textile mills. Such

competition tends to stifle the development of any

free economy. 370
Even the spokesman of the Political Science Clique

has criticized the government monopoly severely, pre-

Yo

sumably because this group has been permitted only
slight participation. An editorial of the Shanghai Ta

Kung Pao on May 30, 1946 protested against the pres-

ent financial and economic policies of the Nanking

government. “The government,” according to this

editorial, ““has one consistent policy: namely, to en-

rich the rich and to impoverish the poor. This policy

is based on the theory that it will appeal to the poor

as ‘regulating the power of capital’ so as to prevent
the growth of capitalism, and will also appeal to the

rich as ‘developing national capital’ whose real mas-

ters are the rich and the bureaucrats.” 3,0
The entire government monopoly in China is assum-

ing a compradore character. “Compradore” was orig-

inally a Portuguese word applied to Eastern Asiatics

who acted as agents between the Westerner and the

Oriental in trade. Because of the backing of political

and military power, the government enjoys all the
transport and banking priorities, collecting products

at a fixed low price and selling them to the world

market at an exorbitant profit. Production is stifled

and industry discouraged. The manager of the Wan

Tsiang Textile Factory in Shanghai recently declared:

“Even if the workérs took np wages and ate nothing,
even if there were no labor cost involved, [actories in

China would have to_close down.”® 3

Government monopoly in China exploits not only

the workers but also private entreprencurs and con-

sumers. Under a military dictatorship, freedom to

strike is out of the question. Private enterprises which

have no connection with powerful burcaucrats, mili-
tary or civil, are casily crushed by heavy taxation, and

suflfer extreme difficulties in transport and market-

ing. When government hoarding and speculation are

strong, not only small and medium_merchants go

bankrupl, but no consumer can CSCHI)C !)El\’illE CXCOS-

sive prices. 3o

Opposing Principles "

Today there are two distinct tendencics of economic

development in China. Whercas a pre-socialistic: co-

operative economy has made its beginning in the Com-
W e < —
munist-Democrat arcas, the strongest and most obvious

tendency in the Kuomintang arcas is government mo-

nopoly ol a pre-capitalistic compradore nature, domi-

nated by military dictatorship.  Thus, government

monopoly, onc-party rule, and forcien military and
NOpoly party )

financial aid ha\v'c \'11:(11:111)' become Lhc' %ln*cc prwc?plcs
of the present Nanking government. These principles

are just as inseparable as are the Three People’s Prin-

ciples advocated by Sun Yat-sen: nationalism, democ-

racy, and the people’s livelihood. The present civi
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war in China is fundamentally a struggle between tw
groups each defending its own set of principles.(3r»)

(8) T'a Kung Pao, Shanghai. June 2, 1946.
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- GOVERNMENT MONOPOLY IN CHINA

EDITORIAL NOTE: Following the publication in the issue

Biks B S

of October 9, 1946 of “Monopoly and Civil War in
China” by Dr. Chen Han-seng, the Editor received com-

ments from Mr. C. Yun, Divector of the Office in the

US.A. of the National Resources Commission of China.

These comments are published below and are followed
by Dr. Chen’s reply. ub

EFERENCE is made to your October ninth issue of Far
: Eastern Survey wherein there appears an article by

- Mr. Chen Han-seng entitled “Monopoly and Civil War in

- China.” Mr. Chen's vicwpoints are mostly preconceived,

- and unfortunately for the reading public, they are not based

on sound, authentic facts which will bear the weight of
investigation. wg .

For instance, Mr. Chen states, to my surprise, that the

National Resources Commission, an agency of the Chinese
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—+ Government, has control over textile mills in China. This is Y

positively not so. Mr. Chen uses this industry as a basis for
trying to prove that a government monopoly of textiles has

stifled this industry. In order to inform the public of the

correct facts behind the scene, it is necessary to point out

— first that the N.R.C. was created for the explicit purpose of

.| hastening the industrialization of China. The industrial
advancement of other leading nations is so great that time

e

does not permit China to follow the usual pattern of ad-

vancement by the trial and error method. This would prob-

—— ably take fifty or 100 years as in the case of the United
States. Also, the lack of private capital would seriously cur-

tail activity, but by using government capital under definite

plans and in the form of public enterprises, we have the

| means to purchase the most modern equipment, use the

———+ best managerial and technical personnel, and employ the

. most experienced managers and engineers from foreign na-
tions to bring us the nuclei of their tried and proven meth-

ods of management and manufacturing. Thus, in a com-

~ paratively few years China will be economically stable.

L whereas the trial and error method carried on in 100 per-

cent privately owned enterprises using private capital only
would tend to narrow China’s expansion program as well as

“keep her in a chaotic state for decades to come. This does

—not, however, preclude private enterprise. As a matter of

=7 fact, quite a number of N.R.C. sponsored enterprises have

jojnt ownership — i.e,, part of the stock is held by private
interests. U4

The textile industry has never been listed among the

—— industries under the jurisdiction of N.R.C. This always has

been, and for all intents probably will continue to be, a
private enterprise carried on by private capital. The China

Cotton Reconstruction Corporation has a charter for only

two to three years, and at the end of this period it will be

- ireorganized into many smaller companies whose shares will

be sold to the public. Cotton has long been one of China's
backbone crops and with the exception of long fibre cotton,

- [ China was well able to supply her own cotton needs before

— the war. During the war it was necessary as an inflationary

| preventive to establish a set price for cotton, and this was

not done by a group of profitcering politicians, as Mr. Chen
ir}{d‘icatcs, but it was established by a Price Gontrol Board in
LG AL

i the best interests of all, to which Mr. Leon Henderson con-
2= e e TR CCTS
i tributed a great deal. Mr. Chen's statement, that during the

three and one half years from 1942 to the middle of 1945
there was an apparent cotton surplus in China at a time

L when 464,000 spindles had to stand idle, is incorrect. During

this period, referred to in My, Chen’s article, all oper-

able spindles were actively engaged in making cotion yarn.
Nevertheless, the supply of cotton during the war period

— was insufficient to mect the unusually heavy demands of

—— military and civilian requirements, and hence it was ex-

pedient in connection with the war cffort to import some
cotton cloth by air over the Himalayas, U4

Furthermore, Mr. Chen declares that “government con-

— cerns have not been confined (o heavy industry,” and that

—in 1944 there were approximately thirteen government

. plants engaged in the production of beverages. In this con-
nection it must be made clexr that there were no govern-

ment concerns engaged in the production of beverages be-
O CCT e i HIOVC

— fore or during the war. There iy have been some taken

- over from the Japanese, but they will be wturned over to

_pxi\'u[c operation at the carliest possible time. ¢4




Existence of Cliques Questioned
Mr. Chen

indicates that there are certain important

T ] A T T sszay, ]
r?diqucs or groups within the government. I wish to point l_z b et 1{ i o 1 2 : I% = : ? -
{out that this is not a fundamental truth. Specifically, your | hEe { ! ! { | f
zp‘wwrcud(n’s should be informed that the newly established China | | HHH AR e *1‘ s % BEIEIRTESEEIE IO THH
FSilk Corporation, which Mr. Chen claims comes under the ' HEEE ‘ e % 1 : 223 1 { : S '
' |

E_.-»w(' C. Clique, is actually headed by Mr,_Keh Kintsoon, who | i s g ‘~f§ -
I has been schooled in France and is known throughout China | /ﬁ }#’TJ\ v%d " w’%;a ‘:j H

fas a firm C.‘(P()ﬂcn[ of PH\.X'.C LI‘IILIPHS(“ This comp.my

A(simil:n' to the China Textile Reconstruction Corporation)
has been granted only a temporary charter as a government
Leoncern, and it has been declared publicly by the govern-
cment that after a period of two or three years this concern | i i ‘
4é § ' i | ?

Chen. is the Political 77— BEEEINEmesamaunasammsansimmunsmanssassemsansEmEsRe 1
Chen missed the point that this

will be turned over to private operation.
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Another group, according to Mr.
Science Clique, but Mr.
_group is only a historical name now and has nothing to do
with the industrial development of China. Furthermore, the

Ta Kung Pao newspaper is known the world over as a free-
“thinking paper independent of governmental influence. 4é

¢ Mr. Chen listed still another group as the Generalissimo’s

1 Group. The Generalissimo is the head of the Chinese Gov- bd ko

Fernment and not the head of a separate clique within the

government. The Generalissimo himsell does not directly

control the Ministry of Communications, but instead the us r iEpERs ansusumasnsensasanes

Ministry is but one branch of the President’s Cabinet whose

is to handle

for the

wellare

FTunction

imternal

and

of the country those

communica-

matters pertaining o transport

ftions. One point of which the public should be aware is that

not all government ofhcials are mcimbers of the

Y b

intention to defend the

party
| Kuomintang.

It is not my Nationalist Govern-
Tnient for all its cconomic activities because only a prej-
The

~Chinese Government is far from being perfect and has
o]

fudiced partisan would make such a senseless attempt.
blunders in economic affairs, notwithstand-
s ever since the war started. "4
Cole of Oxford University said in his
0] )

committed many
ing a number of successe
Professor G. D. 11.
Leg)
article “Molding Ihxcc W ml(l» Into One’
Tiines of October 13, 1946, "“that Great Britain is now
neither capitalistic, nor communistic, but takes a form of
social planning under democratic control which will find
room for public and private c¢nterprise to live side by side

within the general structure of a democratic production

plan.” I believe that China is pursuing the same goal and
will take the same form as Great Britain, except that we
have not arrived at a democratic form of government as yet
Y7

It is most regrettable that the American people are draw-

which is bound to come in the near future.

ing conclusions on this important subject from incorrect
figures and facts. The New York office of the National Re-

|~ sources Commission is willing to supply all interested parties

whatever facts and figures we may have available. u]
C. Yun, Director, Office in U. §. A.
National Resources Commission of China

—  Mr. Yun’s statement that trial and error method “carried

on in one hundred per cent privately owned enterprises

using private capital only would tend to narrow China’s

in the New York |

expansion program as well as keep her in a chaotic state

for decades to come” is quite correct. Successful government

industry, however, awaits a sound and efficient administra- ~—

tion. The present administration, which General George C.

has already made all important industries in China a prac-
tical monopoly. ¢ 7

the tegtile mills in Szechuan and Hunan during 1910 and
again in 1943 I found many operable spindles idle. Political
Science Clique is not “ as Mr.
asserts. As late as May 1945, the C. C. Clique distributed a
handbill entitled 4 Brief Swrvey of the Intrigues of Political
Science Cligue—the Parasites of Kuomintang, at the Sixth
Plenary Session of their party. The newspaper Ta Kun‘g’:-P_ao
15 owned by an active

only a historical name” Yun

and leading member of the Political
Science Group who also has a prevailing influence in a
group of four big private banks. The present head of the
Formosan administration, which is well known for its policy
of monopoly, is another active and leading member of this
clique. u]

Mr. Keh Kintsoon is a well known C. Clique man.
irm exponent of private enterprise,” he
would not be willing to head the China Silk Corporation,

If he is really “a

which now represents a government monopoly. This cor- ©

| poration, like the China Textile Reconstruction Corpora-

| tion and factories for beverages, has been granted a tem- |

porary charter as a government concern. It is gOVCI‘l’l!HCIl[Zﬂ

and monopolistic, however temporary it may be. Further- =

more, even when it will be turned over to private operation,

it will remain_a_monopoly, unless an entirely new policy is
e

installed. . &)

Marshall recently described as corrupt, inflexible and grccdy, 1

From 1939 to 1944 | was in China, and on my Vvisits to -

Iﬁﬁﬁ‘%-
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Last sprmf’r xmmel‘xtcl\ after Mr. Wang Yun-wu had
assumed his post of Minister of Economics, he negotiated
— with the National Resources Commission for division of
(work, with the' result that the Commission was to control
%;md supervise all government corporations while his Min-
{istry was to control and supervise all private concerns. The
potcntml of the cotton mxlls as of May 1946 has been given
.m an official statement.
Lhutv six government controlled cotton mills had a total of
11,586,892 single spindles and 316,946 double spindles and
132 ,995 looms, whereas 134 private cotton mills had a total
{of only 1,844,287 single spindles and 123,708 double spindles
land 15,391 looms. That there is a strong tendency of gov-
‘ernment monopoly in industrial enterprise and industrial
loans was not denied even by the editorial of December 9,
1946 of the Shang Pao, which is generally regarded as one
of the C. C. Clique newspapers in Shanghai. cHEN HAN-SENG.
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\Lmrdmg to this statement, the -
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