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THE SITUATION IN CHIMA

4. Bland Colder, Cormorce Department, Trode Conmissionor, Shongchod
,.’

Our prosent trode with Chinn represcnts only about 3 per cent of our total
foreign trode. While China is the largest country in pup‘ula.t-i.un and olmost the
largest in area with which we carry on trade, it ranke in importance to us with

Mexico and Belgium as o market for American producta,

In 1926 we sold to China upwards of $130,000,000 worth of our products,
end bought about $150,000,000 mlrth of China's goods, These are by no means in-
significant figures despite their relatively small position ‘:I.n our total domestic
and foreign trade situntion. The figures are sufficiently large to command the

concentrated attention of numerous firme of soveranl netionalities i.'ﬁ Ching competir

for that trade.
1926 wos the peak year in Chinals foreign trade development, the portion

of business with the United States being five times greater than 15 years preﬂnuﬂl_.
at the outbreak of the revolution. |
1927 is the first year in which that trade expansion hns ;*a:n&,;'a& a aqthmk!
the total volume of trade of Ching with all countries dropping roughly:® n.'ba'ul:- 15 -
per cent below that of the peak year,
China's umusually widespread civil wor and the ::an:rur.'l.nn rosulting from
the prosecution of issues relating to the puﬂ:l.*..:inn of foreignors in the country
mpde trode last yoar precarious and uncertain as well as less profitable, and the
normal incroese which might reasonably have been oxpected failed to dovelop,
Chinals position in foroign trade we hnve eatimated roughly fell in 1927 twenty
five per cent behind what might have reasonably been cxpocted had the normal :i:.ﬂ

of incremse for the previous few yoars contimwds In that yoar, however, China's
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internal situation changod from what might be rogorded os normbl disorder to a

Warring betwoen wvorious Chinese factions over

condition bordering on uttor chaoe,

wide orens upset domestic conditions badly and affected trode adversely.

Vhile no predictions can be mnde as to what will be the outcome of the

prescnt conflict now going on in Chine and while no definite forecasts can be made

as to the likely offect upon trade, when I left Shanghai a 1ittle more than three

months ago there appeared to be o generml feeling that some sort of a solution

to the declining trade situation must come about soon. Events in the past three

or four months have proved such optimism justified as trade at Shanghei and in the
Yangtze Velley genorelly has shown a partial recovery from the depression pre-
vailing last year, This is due in part to the fmet that the chief trouble sone has
moved northward away from the Yangfre and also t0 an improvement in the relations
between Chinese and foreigners generally as compared with the situation obtaining

n yoar agos
The scttlement of the Nemking incident cleared the sky in large part toward

N

better understanding.
The American business men in Shanghai have been resourceful in trying to

bring about better understonding with the Chinese, The American business group
in Shonghai during the difficulties of lost year undertook to develop & more ine |
tensive relationship with the Chinese business men, bankers, capitalists and ine |
dustrial plont owners., The propaganda which had been disseminated against foreigne
generally in the turmoil of last year haod been abscrbed tﬁ some extent generally
over the country and was being reflected in strained relations everywhere. The
American business men h-a_llﬂ. mmerous get togethers with these Chinese groups in
order to demonstrate their sincere friendliness toward the Chinese and to discuss




e 3

the adverse conditions affecting Chinese nnd foreign businoss nliko, Mony of

these functions were held at the American Club in Shanghai and every effort wos

made towerd cordiality., The Chinese business commmnity reciprocated these invi-

tations and the discussions not only did rmach to clear up mony of tho mis-

conceptions which existed but the exchange of views ennbled the Chinese business

people to make constructive representations to thelr government puthorities

toward improvement in conditions affecting business generally.

Thile there is improvement visible ond this years trade returns show &

recovery throughout the Yangtso region and south China as well, the gituation

connot be reogarded as stable. The whole future trade aspect contimes unle

certain and foreigners look rather for trade cctivity in localized areas for
more or less temporary periods rather thon for improved conditions in the
whole country. No genernl expansion in trade can be expeeted in China until

more promising ond setiled conditions are visible genmerally throughout the

country.

One of the marked peculiarities of trade in China in fact is that where
rensonably quiet conditions prevail even for comparatively short perioeds, trade
shows o remarknble tendency to rebound, su.grmt is the resiliency of the
population long imured to difficulties of varying character,

Qur sales to China consist largely of ata?lu products such as wheat, flour,
cotton, tobacco, cignrettes, werosene 0il, dyes, Tumber, commodities necessary
for or in constant use by the populace. These commodities in the run of a yeor's
business are less offected by economic depression in China than are moxufactured
articles, luxury goods, machinery, or aqu.t;mnﬁt lines, For thie reason our trode
has held up surprisingly well whereas countries supplying chiefly manufactured :

goods to Ching have experienced a much heavier decline in sales than hove we,
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Certainly Chinn holds potentialities for large business expansion at some

indeterminote time in the future. It therefore behooves us to match develop-

ments there and to study the changing aituu.tir:ml in its possible effects on our
trade prospects. We hope that expansion will become possible in the not dis-
tant future and it is that hope which holds the attention of Anericans already

eagtablished there.

The Department of Commerce now meintains two offices in China, ope at

Shanghai and one at Peking, and will have another at Tientsin in North China

shortly. From Shanghel we issue a monthly report on the China situation im vhich

we aim to interpret current ﬂlE‘le:lBInEntB in thelr effect on trade., This is unde

available to such American renmufacturers and exporters as are interested. These

offices are also equipped to give specific advice on matters of possible trade

promotion and of current trade. With the constantly changing situation there

gur services are constantly being called upon for informetion and guidance in

specific problems.

China is at all times an exceedingly competitive market. Only firms who

carefully study its peculiarities and who have experience in the complexities
of marlketing conditions in China can hope fo succeed, Such firms figure their

business in cycles of several years and are prepared to ride out periods of de-

pression and adversity.
A great rany Anerican lines of goods, a fairly representative nuniber of most

standard lines in faet, are already reprgungad. in China 'l:l:,r agents, and hﬁﬂr
foreign remifacturers as well cultivate that market 1n1}.m1w13. Opportunities
for the introduction of new lines under prevailing conditions are therefore far
from nuierous and it is in fact uuaily very difficult to find suitable agents
for new lines of merchandises MWost firms already in the field have been obliged
to cut down their urmiuﬁunu to the bare minirmm necessary for tha.-:nn&m:t of
business under way and in Mnl I should say that efforts to establish new
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pusiness enterprises or expand activitied would be inadvisable for the time
being at least, '
Of course there is at present a market and should be a greater market in
the future in China for iron and steel products, railway developments planned
for Manchuria in particular offering a good outlet for rails. 50,000 tons of
American rails were sold to Manchuria last year despite the troubles goling on
in other parts of the country. American leather, notwithstanding the mumerous
handicaps to trade is finding an incressing market in China. Iarge modern
Chinese department stores operating at the large ports, as well as & mumber of
foreign omed department stores absorb a considerable quanﬂ‘b:.r of the whole
range of department store merchandise except perhaps adults ready made suits and
dressese American hosiery of medium priced grades finds a good market through
these and other channels. Despite disturbed conditions in interior sections the
large port cities of Shanghai, Tientsin, and even smaller nort clties to the
South enjoy a considerable amount of building activity offering an outlet for
builders hardware, electrical materials, fittings, and devices, plumbing and
heating equipment. New modern apartment houses and hotels are constantly being
tuilt in Shanghai and under reasonably quiet conditions may be expected to in-—
crease steadily in number. It has been predicted that Shanghal will some day
be one of the world's greatest cities. It occuples about the same strategic
position in China that New York bears to the United States, in addition to which
Shanghai is located at the mouth of the most populous river valley in the world.
Chingoffers one of the very smallest outlets for automobiles and accessories
at the present time, having less than 25,000 motor vehicles in an area larger
than the United States, but American automotive mamfacturers are watching
events with keen interest in anticipation of important developments in that
line just as soon as peaceful and mnlra constructive conditions are established,
and roads can be '_built nnd_hpt open, We have sold in the past a good deal of

cotton mill machinery and equipment and further developments in that industry
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may be expected when peaceful conditions coms about ganafall;t;. - The sane my .
be said of flour mill machinery and meny other kinds of industriel equipmente.

The Acerican soft I:I:‘E]I.t hat is being rapidly adopted as men's head gear by
the Chinese in city places and even those who retain the Chinese garb otherwise,
are exchanging the typical Chinese black skull cap for the smart type of mem's
hat worn in the United States. Cameras, mﬁtﬁg:aghic materials, though not

totaling large figures dre finding a good market in China.

As rapidly as China can advance .n.nnstm.tiﬁi;ﬁ; mmm in!}nﬂuntrﬁ

and in the development of modern jhmnspnriat-_i.;an-,;"haﬁr.f_'___I__
in better pesition to absorb increasingly hﬁthﬁim':

have to sell.
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