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SALES TERRITORIES IN CHINA

For 80 years Shanghai has been the focal point of
foreign trade with China, while for 60 years before
Shanghai became prominent Canton was the center.
Since Hong Kong became a British possession, in 1842,
it has shared with Canton the distinction of being &
point of distribution for foreign trade in South China,
and the two cities are usually bracketed together.
Shanghai is and probably always will be the chief
foreign-trade center for China from the Yangtze River
Valley north, while Hong Kong and Canton will
continue to occupy the same position south of the
Yangtze.

Sales Methods and Allocation of Territories.

Sales methods in China to-day, however, are in
sharp contrast to those of past years. Keen interna-
tional competition for China’s trade, the inereasing
use of modern marketing methods, and recognition of
the necessity for better utilization of such transporta-
tion lines and distributing mediums as the country
affords have led to a wider allocation of sales terri-
tories. Whereas a few years ago the foreign manu-
facturer or exporter was content to place his business
with one of the larger general import and export
houses at Shanghai or Hong Kong and leave in its
hands all trade distribution throughout the interior, the
tendency to-day is to work foreign-trade d.la't-rihuhnn
from at least three or four other centers of dtutlnut and
mn.lnr importance—Hankow, Tiantain Harbin, and
possibly Dairen.

“The allocation of sales territories in China involves
consideration of at least three exceptional factors: (1)
The immense size of the country, [2} its mw
population, sparse over vast
saturation around the main tmcﬂn‘gianhﬂ, Enl:l 1‘:3} thu
limited and primitive transport ayutﬂa that provide
distribution. Other factors are the buying power of
the people in a given area; the kinds of foreign goods
in dpmnnd or for which ﬂ demand may be cultivated;
banking and local financing systems, a of

(1) :
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combined, with an estimated -
lation of 446,000,000, proper ambumpcﬁ:
than 2,000,000 square miles, yet contains 436,000,000
of the population. Thus, one half of Ching is denssly
peopled, while the other half supports less than one-
fortieth of the country's inhabitants, 3
Transportation Facilities, - : i
- All this enormous ares, peopled by nearly one-fourth
of the human race, is served by but 7,500 miles of rail-
way, a8 compared with 265,000 miles in continental
United States. Half of this mileage traverses Man-

one-tenth of China's area and hardly one-twentieth of
the total population. It is this railway development
that has led many students of China's economic out-
H:mk'th'h;iuk_nf Manchuria as the "future granary of
Asin,” and to designate it as the most progressive and
ii'nﬂngjcfﬂlmginuin China. Rallway development,
moreover, is proceeding in Manchuria more rapidly
than elsewhere in the country.

“of Illinois, has ar @
000, or 800 to the square mile. W
" i R p“
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and telegraph routes. - It is estimated that in 1926
approximately 800,000 people found new homes there,

Except for military roads lately built by the con-
tending armies in some eastern and eentral Provinces,
there are few highways suitable for motor or whesalad
traffic in China. A good part of the new military
roads has been constructed for motor serviee, and when
peaceful conditions are restored throughout the eountry
these may become of use to civil eommerce. Apart
from the railway traffic around the treaty ports, the
eommerce of interior China still travels—as it has for
centuries past—=the rivers, the many creeks and eanala,
the great caravan routes of the northwest, and the
narrow trails worn down by wheelbarrows, the feet of
men, or beasts of burden in single fila.

Treaty Poris.

‘The early treaties provided but five ports in which
foreigners ware free to reside and to do business in
China. They were Canton, Amoy, Foochow, Ningpo,
and Shanghai, Increased after the treaty of 1858 by
the addition of Tientsin and several lesser porta. In
the years sinee, the number has been increased to 60
treaty ports and 11 voluntarily opened trade marts,
where foreigners may reside and lease premises for
regldential or business purposes. Those who think
that the foreign business man or commereial traveler
may travel or establish himself anywhere in China,
netd to be reminded that only missionaries are priv-
fleged by treaty to reside and lease premises outside
the places stipulated in the treaties. The 89 freaty
ports, however, Include all trade centers of any impor-
tance, and native traders or agencies are usually
adequate to eover the more remote areas.

Principal Commercial Areas,

Geographically, China may be regarded as divided
into three prineipal areas for eommereisl purposes:
North China, with Tientsin as its trade capital:
Central China, dominated by Shanghai and the Yangtze
River trade; and South China, the area of distribution
for Hong Kong and Canton. North China is consid-
ered In this arrangement to streteh from the Yellow
River northward to Siberia, and westward to Turkestan,
Central China embraces Shantung, the coast Provinces,
and the Yangtze Valley to an indeterminate point south
of the Yangtze River and westward to Tibet. South
China includes the China const, at least from Foochow
southward, and all the remaining territory south of
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the Yangtze, including Yunnan and such parts of
Indo-China as are tributary to the Hmfnng-Hmm
Railroad.

This is an admirable allocation of sales territories
ns far as it goes, and many foreign houses have confineq
their branches or agencies to Shanghai, Tientsin, and
Hong Kong-Canton, in many instances, with gratify-
ing results. However, in this arrangement the dig-
tances from main centers to lesser but important trade
venters are still too great, and the transportation
facilities too limited and slow for adequate distribution
in these days when modern trade methods and keen
international competition are growing forces in China’s
market development.

As a comparable analogy, let us imagine the United
Btates with four times its present population but only
one-fortieth of its present railway mileage, and no
system of highroads, attempting sales distribution
throughout its whole area from the three coast cities
of New York, Baltimore, and New Orleans. The
analogy is imperfect because New Orleans and not
New York sits at the mouth of the great natural
interior traffic way, the Mississippi River, while
Shanghai is at the mouth of the Yangtze. Baltimore
is analogous to Tientsin, because it would be the
point of contact with the Government institutions,
Impwhntlmrminﬂhina,ntthampﬂﬂﬂﬂm

conntry. < [
mdﬂumnﬂmfﬂ .

The three ar
the three Ehhm centers, but they are near
remote from the remainder of ahmmntrm
hawlaunm huﬂqiﬂm
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Distribution Problems.

Under the system of distribution from Shanghai, or
two or three main centers only, the American sales
representative in China, is frequently called upon
to do the impossible in eovering the territory assigned
to him. Transportation facilities offer him an ever
present problem, even in the best of times. When
eivil war is going on or there are political upheavals,
floods, etrikes, or famines, his difficulties are dis-
proportionately increased, For example, it is 907
miles by rail from Shanghai to Peking, and in normal
times mail, if immediately attended to, may make
the round trip between the two cities in five days.
At the present time railroad traffic is completely
demoralized, and it takes mail about 25 daye to go
from Shanghai to Peking, the actual time depending
somewhat upon boat service between Bhanghal and
Tientsin. The following table gives the distances
between Shanghai and various points in China, with
the means of communication and the hours required
in transit under normal eonditions:

Bhanghal to Hankow, 660 miles by water, direct communieation,
4 days; 600 miles by rail and water, 3 days,

Bhanghai to Tientsin, &1 miles by rail, 33 hours; by steamer, 4 days.

Bhanghal to Foochow, 448 miles by steamer only, 3 days.

Bhanghai to Hong Keng, B52 miles by fast trans-Pacific liners, 2 days;
by other stearners, 4 days.

' Ahanghal to Harhin, 1,597 miles by rail, 79 bours,

Hankow to Tientsin (vis Peking), %00 miles by rail, 42 hours.

The following table shows the actual length of time

~ required under normal conditions in China, for mail

dispatched from Shanghai to reach some of the prin-

cipal cities and, with immediate attention, return

reply:

" Amoy, T to 12 days, communiestion only by steamer,
 Antung, 8 days, by rail or by rail and steamer.
qnﬂu.lhlﬁd.lnhrmwh
WIMWHHMH rail, remaining distance

Ml“ﬂmhmmm
| 25 to 45 days, by Yangtze River steamers ouly.
T,
3 to ¥ ¥
f&ihlﬁnhnﬂwm al by
Yiangtze River steamers only.
Hﬂllimulldnnh:m-ﬂr Time may be scanewhal
i mail steamer schodules happen to b just right.

Kalgan, 9 to 10 days, by rail.
-m:uimmﬂwmunﬁw.mwﬂ

Hﬂ. BN,
{ H-:l.hr '
-aiun,ﬂml.hrmﬂr
Tientsln, 4 days, by rail,

Talnan, § days, by rail.
mlulmwm.




importance of that
probably al §hat port.  Shanghai i,
¥ always remain, to China what N

to the Uﬂltﬂd Et-ﬂtﬂﬁ—'ltﬂ chief port, its of ew Yﬂrk ia
wealth, populatio aetiny of greatest

0, and commercial actiy i
pmnt n[ o L H'lt.}". It' 15 thﬂ

B rigin or terminus for most of the prinei

nes of communieation and transportation. Tt (el
most modern faeili i e VMR
et tiea for receiving, storing, or dis-
e ng Eﬂﬂﬂ:'-'- Lying at the mouth of the Yangtze

oL, China’s greatest transportation route
navigable for nearly 2 i i
_ Iy 2,000 miles into the interior
Bhanghai is & modern city of approximately I,Wﬂ,ﬂnﬁ
penp‘.la. t-h'a‘hﬂnrt- of which is the wealth and commercial
activity of its fn-rqlgn population.  Fifty per cent of the
tant-n.l‘ *hfada of the country passes through Shanghai,
uu:ht.g annual shipping trade to all ports of the world
approximates 30,000,000 tons. It has 30,000 foreign
rezidents, of whom 3,500 are Americans. The Japancse
lru‘ﬂrﬂinpuiuﬁul‘thm,hutthﬂﬂdt-iﬂhlﬂldm
wealth and influence, followed by Americans, French,
Germans, and others, all of whom are largely repre-
gented in the commeree and industries of the port.
1ai is composed of the International Seftlement,
18 r
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Zealand, and the islands of the South Indian and South
Pacific Oceans. It is, moreover, directly connected
with the cities of Europée by radl through North China,
Siberia, and European Russin.

Transporiation Facilities.

Two important railwaye in China have their termini
at Bhanghai. The Shanghai-Nanking Railway con-
nects at MNanking, by ferry across the Yangize, with
the Tientsin-Pukow Railway between Tientsin and
Pukow, and from Tientsin via the Peking-Mukden
Rallway northward to the great trans-Siberian route
to Europe. The SBhanghai-Hangehow—Ningpo Railway
links Shanghai with the treaty ports of Hangehow and
Ningpo, through which pass practically all the foreign
imports for Chekiang Provinee, There are also small
railways to near-by points.

The Yangtze River, the Whangpoo River, SBoochow
Creek, the Grand Canal, and innumerable local canals
distribute trade from Shanghal to all parts of the
Yangize basin and beyond. In the FProvinees of
Kiangsu (in which Shanghai is located) and Chekiang
alone the waterways and eanals are estimated to aggre-
gate a total of 65,000 miles. The Yangtze is of course
the greatest of all traffic routes into the interior. By

“it Bhanghai is linked to Nanking, Nanking to Kiukiang,

Chengsha, and the three Han cities—Hanyang, Wu-

‘chang, and Hankow—the latter often ealled the Chicago
‘of China, Steamers especially constructed for passing
‘the rapids above Ichang carry merchandise to Chung-
‘king, 1,500 miles from Shanghai, while smaller native

‘craft work their laden way up the river many, many
‘miles farther (towed by coolics).

 About 250 American firms are established in
Bhanghai, or 50 per cent of the American concerns in
China, ineluding 4 American exchange banks. There
is, moreover, an American chamber of commerce, an
-American club, a eountry elub, a university club, a
women's ¢club, an athletic association, a bar association,
a volunteer military company, an American newspaper,

Wy stedly the best representation that an Awmeri-

ean manufacturer or exporter can have in China is that

a branch of his own firm located at Shanghal. This

e advantage of quick deeisions without recourse

office or Instructions from sources which
o X

sy gl 1
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may not appreciate the problems involved. The Rro
ing importance of China as a market for MJ'
products has caused many foreign firms in recent 3-“1:
to consider seriously the establishment of branch
houses, but present conditions in China have led a4
least temporarily to hesitation on this point. Ney
best probably is the appointment of direct manufae.
turers' agencies. Distributors in China more and mops
are coming to demand direet dealings with the mamy.
facturer or the manufacturer's local agent. However
whether manufacturer's or exporter's agents are to h;
appointed, the question of the proper agency is one of
utmost importance. The American manufacturer or
agent has a large eontingent to choose from: (1) He
may elect to give his agency to one of the many Ameri-
can firms established in Shanghal dealing with gimilar
noncompetitive lines; (2) he may place his agency in

the hands of some one of the many f non-
American firms; (3) or he may placa i BOIME
Chinese firm.,

Generally speaking, it is advisable for the American
manufacturer or exporter to place his agency with an
American firm in China. The larger of these have
branch distributing houses in all the prineipal Chinese
trade centers, and these have Chinese subagents or
eonnections in the more important points of the interior.
Some of the British and other foreign houses have an
even more comprehensive distribution system,
many casee they are naturally more
distribution of produets of their own

In general, it is not customary to find foreig
in the hands of Chinese firms. This is not
lagk of faith in the integrity of the ne

but in
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generation, sometimes offer themselves as agents for
foreign houses without having had the necessary expe-
rience to adequately undertake such representation,
The American manufacturer should proceed with
eaution before trusting his business in China to such
firma.

Although China is in transition, with the younger gen-
eratlon taking the lead in many activities, It s still
the land of fathers and grandfathers, and it will be
many years before the family aystem there will be so
adjusted as to give the young man & position of inde-
pendent responsibility, free from obligations to rela-
tives. Under the direction of competent foreign
execntives, howewer, business houses in China are com-
ing more and more to utilize the services of trained
Chinese salesmen in the distribution of foreign goods.
In any case, before agencies are placed in China,
firma in the United States should invoke the advice
of the forelgn commerce officers of the Bureau of
Foreign and Domestie Commerce, or of the officers of
the American consular serviee in the consular district
in which the agenoy is to be loeated.

Chinese firms have a very real place in the distribu-
tion of foreign imports as subagents in the smaller or
more remote cities. Some of the foremost foreign
firma operating in China have abandoned outport
offices under forelgn management and have built up
native-agency organisations throughout the territory,
which eorrespond largely to western domestic-dealer

deposita, sometimes by the
family or otherwise, of known
waorth. ‘These dealers are held
r stoeks, sales, rendering of current
 tranasfer of funds. They may
neles subject, however, to the approval
gn concern or its forelgn representative.
 eommodities of low cost units and wide
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distribution, such as kerosene oil and cigarettos
agency system, with its extended subdivisiong
meates many sections of China,
hamlet.

Under normal conditions of transportation ang civil
administration it is important that these native AEeholes
should be closely supervised by traveling foreign-gales
representatives. However, the greatly disturbed pop.
ditions of recent years, together with the greaily
increased competition, have served to transfer an
increasing amount of this supervision to Chinese hands,
Distribution Headquarters. ’

While Shanghai is the logical location for the hesd- ]
quarters of an all-China sales distribution force, the
activities of the local sales force should be, perhaps,
restricted to a definite Bhanghai area. This would |
embrace the coastal regions on each side of the lower I
Yangtze (see map) or the Provinces of Kiangsu,
Anhwei, Chekiang, and parts of Kiangsi and Fukien,
and the lower half of Shantung Provinee. Besides
Shanghai, cities of importanee in this territory would
include Tsingtao, Chefoo, Nanking, Changehow, Wuhu,
Anking, Chinkiang, Boochow, Nangchang, Hangchow,
Ningpo, Wenchow, and Foochow. All of these ean be
reached by cosstal steamers, by railroad, by Yangtze
River steamers, or by canal routes, Of these pities,
Hangehow and Boochow are important silk centers
and of considerable value in the tea trade. Ningpo
exports a great deal of tea and Is an W
for fish. Hangehow and Ningpo divide between tl
practically all the foreign imports reaching Chekian
Provinee, except a small amount which passes through
Wenchow, a port omce well known in the green-tes
trade, but of lesser importance in recent years, Wuhu
is the most center in China,

» this

even to the mmale
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familiar with [oreign-trade practice. Foreign banks
usually undertake the financing of foreign business
houses by the means of overdrafts, on which the inter-
est rates are from 7 to 10 per cent per annum.

Commercial transactions are conducted in Shanghai
taels and Mexican dollars. In practice Mexiean dol-
laras are on a parity with Yuan and provincial dollars.
The Chinese maritime customs makes all of ita collec-
tiong in haikwan tacls, which have a fixed relation to
the ourréncy of each port where there is a eustomhouse.
In Shanghai the Mexican dollar is preferred over all
other coins, although the Yuan dollar—practically uni-
versal in the north—is accepted without objection.
Foreign banks operating in China issue their own notes,
however, which have a wide cireulation and aceordingly
facilitate the transaction of ordinary business which
requires the use of eurrency. BSome of the larger
Chinese banks also issue similar notes.

Shipments Against Credita.

The majority of exporters of Chinese produce ship
their goods against eredits which have been opened in
Shanghai banks by their foreign connections. Some
companies draw at 30, 60, or 90 days on the [oreign
purchaser, and by others the open credit system is
followed. In order to guard against losses through
frequent fluctuations, exchange should be coversd af
the time of drawing the draft.

It has never been the general practice of foreign
exporters to consign cargo to China except in instances
where manufacturers maintain their own office in the
eountry. Importers in China ordinarily open cash
oredits in the foreign centers in which the goods are
purchased, or arrange with their local banks to honor
drafts against them for the goods ehipped. Bills are
drawn on them or againat letter of credit, accompanied
by shipping documents. When the goods arrive, bills
of lading, invoices, and, if necessary, shipping papers
are handed over to the importer by the bank with
indorsement. Goods are stored to the order of the
pank. Landing and warehouse receipts are sent to the
bank and the importer pays the charges. The Chinese
dealer, who has purchased from the importer, applies

: delivery of such part of the goods

' ﬂhwmrﬂmlmﬂ“ bank order for

an amount to the goods taken. This
native bank order is then sent by the importer to his

‘own bank, which issues a delivery order for the goods
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epecified and eredits the special account of the impaorter
with the amount of the native order.  When the goods
involved in the transaction have been delivered ang
all payments eredited the bank sends out its aceoung
for the original bill, in taels, and remits the face amoynt
to the home bank, The importer has always the
privilege of settling exchange before due dafe of the
hill.

The native bank order plays an important part, it
will thus be seen, in trade transactions between foreign-
era and Chiness. The average Chinese business house
carries accounts with & number of Chinese banke and
usually pays ite bills in orders on its native bank.
The orders are invariably in loeal tasls and are usually
postdated 10 days. The foreign banks usually charge
a small fee for handling native orders presented for
eredit, but the cost ig insignificant, All leading foreign
banks accept native bank orders, generally under the
guarantee of their compradors.

The Comprader.

Practically every foreign firm in Shanghai, as well as
in other parts of China, employs a comprador, who
guarantees all contracts for the foreign firm. He is
generally & Chinese merchant of the locality who is
willing to handle the firm's business with Chinese for a
more or leas inconsiderable percentage of the profit,
plus a small salary. Hels invariably bonded—usually

by his relatives, his guild, or his business associates—
to the foreign firm, and takes the responsibility for the
firm’'s transactions with the Chinese dealer. He has
hig own staff, and it is & basic principle that the com-
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mors, while it was originally the practice for the com-
prador to guarantee his firm against all lossea caused
by the Chiness buyer or seller, at present the most
general practice is for him to assume only a percentage
of lossea, usually from 25 to 334§ per eent.

Practically all of the big foreign trading companies
handle a great many foreign agencies, and it is difficult
to place an agency with one of them unless it representa
gome entirely new ling. Until recent years the China
import and export house handled every kind of line or
buginess brought to it. In recent years, however,
there haa been & tendency to concentrate more and
more on speclalized lines, particularly imports such as
machinery, machine tools, cofton goods, electrical
equipment, hardware, automobiles, etc. The smaller
foreign firms usually have been content to handle less
important lines, or less well known brands of important
lines, than the larger firms, and have been willing to
take a chanee on nearly any line offered. However,
there also is a growing tendency among the smaller
foreign firms to curtail their diverse representation and
to confine themselves to & few lines upon which their
small distributing organization can eoncentrate. The
individual manufacturer’s agent is becoming prominent
in the import business of China, and the smaller firms
are coming more and more to act direct as manufac-
turer’s agents for particular lines rather than as agencies
of general exporters. If these smaller foreign firms
have a good trade eredit rating and a high reputation
for business experience and energy, they are sometimes
unexcelled as agents for the handling of a specific
commaodity.

Advertisements.

E:diuhhthammmuiﬂhnmmulﬁhmghni.
Thers &re & number of newspapers published in the
English language, and for the larger purposes of trade
advertisements in these papers will reach most of the
firms which might be interested in the comuodity.
However, advertising in the several Chinese-langusge

EWEPAPErS ¢ not be ignored, and many foreign firms
who have had great success in recent years with the
distribution of their products among the Chinese have

vith a cireulation of 50,000 and not many with maore
*”"_ 5,000 daily eireulation, but newspapers are
pssed on from one family to another in China, so that
DT T L L
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estimate. ‘The advertiser should be extremely cautigy,
never to undertake the publication of pictures or ey
for Chinese consumption, or advertising text in the
Chinese vernacular, without first obtaining the advies
of an expert in the field. Errors in subject or colgr
scheme or in the phrasing of a sentence, which woulg
be of little importance to American readers, may he

of great significance for the Chinese reador
and lead to positive disaster so far as selling resulis
are eoncernad.

HONG KONG AND CANTON

In respect to the establishment of a sales agency
in the Hong Kong-Canton area and the advantages
of one city over the other the matter will be beat
decided by the head of the agency from his own observa-
tions. Canton is one of the richest pities of Bouth
China and iz developing along modern lines. Im 1026
its total trade aggregated nearly $200,000,000, For-
eign imports were valued at more than 560,000,000,
and cxports to foreign countries totaled $48,000,000,
of which the United States’ share amounted to £14,000,-
000, principally raw silk, Other items of export to
the United States include waste silk, silk and cotton
manufactures, firecrackers, matting and rugs, bamboo
and rattan ware, cassia, chinaware, iunm l-'n-d:
Chinese foodstuils.

Imports from the United Btates consisted mmﬂr

of petroleum products, wheat flour, sewing mlnlliﬁﬂ;-_

electrical equipment and supplies, toilet p
medicines and drugs, automobiles, ILPIJ'HI =
ganned foodstuffs, dental and surgical insd
industrial machinery, tools and hardl‘lﬁ,
dashery, and cigarettes. Important items of
in which the United Btates had little share &
and woolen plece goods, riece, coal, fish
products, dyes and chemicals, sole ll-l-ﬂlﬂ'.
Transshipment at Hong Kong.
Cargo to and from the United Butu'
is transshipped at Hong Kong, 95 miles d
ever, a8 through hills of lading l.ri
shipments to Canton and Ameriean pa
ment at Hong Kong does not .1?*
ment of cargo. Foreign and Chin
daily between Canton and Hong Inn;,
the oceanic steamship lines have age
A large oumber of forelgn firma, l:u:l

important Ameriean companies, have considerabls
establishments in Canton, and some of them report
an excellent business throughout the Kwangtung
area; but owing to the unsettled administrative 0=
ditions in and about the city generalizations with
regard to the future of foreign trade centered there
ean be of little value,

Hong Kong, on the other hand, is & British Crown
colony, its entire population under British law, with
English ms the official and commercial language.
Hong Kong is primarily the distributing point of trade
for all China south of Foochow and north of Saigon in
French Indo-China, transshipping and financing ap-
proximately 86 per cent of the total trade, It i= the
transshipping point for American cargo destined for
South China ports, as well as for Java, Bingapore, and
Indo-China. Tt has direct steamship connections with
most of the maritime countries of the world. In South
China the important trade eities of Amoy, Swatow,
Canton, and Wuchow are commereially tributary to it,
while through the Haifong-Hanoi-Yunnanfu Railway
it collects and distributes trade for French Indo-China
and distant Yunnan Province to the borders of Burma.
The trade area tributary to Hong Kong is estimated at
nearly 500,000 square miles, with a population of cone
siderably over 100,000,000. In all this area and to
serve this vast population, the only railways are the
Haifong-Hanol-Yunnanfu (about G000 miles) in the
west, the Kowloon-Canton Railway (119 miles), and
the completed section of the Canton-Hankow Hailway,
from Canton to SBhiuchow (around 141 miles). There
is & coast line, however, of well over 1,000 miles, with
numercus bays and harbors which swarm with native
Enh, and the sonslderable water system formed by

junction of the West, the North, and the Enst

?lli at Canton. These three rivers, with their
th.li-lﬂﬂ, Plllﬂ'lh practically all of the Ewangiung-
Kwangsi area, and most of the trade of the entire
ﬂmﬂy territory is earried by waler.

Hong Kong ]lmﬂullr & free port. No duties are
lu'ril_-tj.nngphw Hqu,pu and tobaceo for local consump-
ﬂ_aq,’ [.'i;nu&,"q]_l:* into China from Hong Kong,

B e

ax value varies according
r, whinh it is basad. The
': qﬂmhdltnm]y?mm

must p usual Chinese customs duties at
the pordof sty T i Kol e
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of which about 15,000 are Europeans and 500 Amsil
cans. About 30 American business firms are loeated
there.

Cable service out of Hong Kong is chiefly handleq by
three companies, the Great Northern Telegraph Co,,
a Danish corporation, which in normal times is coh-
nected with Europe by way of Biberia; the Easterp
Extension Telegraph Co., a British corporation, which
connects with Europe I'.lj" way of Bues; and the Pacifip
Commercial Co., an American mmnmﬂun, which
transmits messages to the United Btates by way of
Manila. There is also the Chinese Government's land
sorvice, which telegraphs messages not only all over
China and India but to other countries by connecting
ﬂthlal at Shanghai. There is in addition a commercial
wireless station at Cape D' Aguilar, which is owned by
the Hong Kong Government.

Financing Exports from United Siates to Hong Kong.

Exports from the United States to Hong Kong are
financed by letters of credit or by bill of exchange. In
the former case the Hong Kong buyer opens a credit
at his loeal bank which contains a complete statement
of the muuﬂnuupmmmturhﬂiﬂw
Drafts drawn by the An ,

a letter of ﬂ.'l::i 12l
bill of lading
tiated through as

course, must be ea
:l.nﬂ:nlﬂ of er
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them to take on new ones. There are two American
hanks in Hong Kong and 17 banks of other nationality
which handle foreign exchange., Methods of h.mdlirﬁ;
import distribution, native agencies, and credits do not
greatly differ at Hong Kong from those in practice at
Shanghai and in the majority of the other China ports

HANKOW

Hankow is a city of about 1,000,000 inhabitants,
600 miles up the Yangtze River from Shanghai, and
the head of navigation on that river for oecean-going
vessels, Berause of its large manufacturing interests
and the vast territory of Central China which it serves
g8 & center for the assembly and distribution of trade,
it ig often called the * Chicago ™ of China, Among the
chief industrial planta at Hankow and in the neighbor-
ing cities of Wuchang and Hanyang are iron and steel
works, cotton mills, silk filatures, cement plants, flour
mills, tanneries, a mint, an arsenal and engineering
works, antimony and lead and zine works, mateh and
albumen factories, and lumbervards. The curing of
tea is also an importani industry. Hankow shares
with Tientsin the bulk of the hide-exporting trade,

The principal products of the region are cotton, beans,
tea, wheat, gallnuts, walnuts, sesame seed, peanuts,
wood oil, tobacco, eggs and egg products, hides and
skins, vegetable tallow, brisiles, coal, iron, and anti-
mony—all of which enter into Hankow's export trade
to & very considerable extent. Hupeh, the Frovinee
in which Hankow is situated, abounds in iron and coal,
while the adjoining vince of Honan is exceptionally
rieh in coal. In 1925 the gross value of the trade was

2 ﬂ‘i",ll.'l'.l. the net imports of foreign goods were
ed at $58,002,000, and the net exports of native
008 :ﬂ 'm;lﬂ,m Leading foreign imports are
i bud: kerosene ofl, metals, iron and steel,
“and oo Hﬂu-trhl machinery, lumber,
eanned goods, railway and eon-

itll ulmh‘lﬂ.l mhl.'l.nm

-eaty Ports.

’ hqr ‘that may be described
the city of Hankow has
! Tibet and part of
i M totals 2,000,000
the Provinces of Swechuan
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district) and the northern hall of the Provinces of :

Kiangsi, Hunan, and Kweichow south of Yangize River
In addition to the three Han cities (Hankow, Wuchan
and Hanyang), other important centers and treaty |
ports included in this area are Kinkiang on the lower
Yangtze, Ichang and Chungking on the upper Yangtae,
Changsha in Hunan, Chengtu in Bzechuan, Bhasi in
Hupeh Province, Nanchang in Kiangsi, and Lanchow
in Kansu. The population of this vast area i un-
known. It is thickly crowded in Bzechuan and the
easternmost Provinces and sparse in Tibet, Turkestan,
Kokonor, and Kansu. Probably a fair estimate would
be 100,000,000
In all this extensive territory only the extreme
eastern portion centering around Hankow is provided
with railroads. The Peking-Hankow trunk line con-
necting those two cities carries Hankow trade across
Hupeh and Honan at least as far north as the Yellow
River and connects at Chengehow with the Lung-Hai
Railway, running east and west from Hsuchow, nnfthﬁ
Tientsin-Pukow Railway, te Tungkwan in Bhensi.
There is also the Hupeh-Hunan section of the Canton
Hankow line, running south from Wuchang a

carry trade to and from all parts of the interior. H
ways, with the exception of about 20 miles in
around Hankow and about 600 miles in western b
are in bad condition and of little use as traffic be
Transportation overland in the interior, aside fr
waterwaye and a few motor busses on the o 1t
terred to, is performed almost entirely by eoolie o
Direct shipments on ocean steamers to Hankow are
possible only during the period of high water, from
May to October. Immﬂuﬁuhnmm :
the United States are transshipped in hai to th !

uota of the ares tributary to
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shallow-draft river steamers, and an additional charge
of 50 cents gold per ton is imposed to eover storage and
lighterage charges at Bhanghai. Freight rates on di-
rect shipments by ocean steamers from American porta
to Hankow are covered by a flat charge of 82,50 United
States currency per ton above the established rate from
the American port to Shanghai.

Hankow, like the other principal trade cities of
China, is a eity of many large and well-established for-
gign firms, 18 of which are American. These firms
handle practieally all foreign-trade agencies, as for the
most part Chinese firms of this area are neither accus-
tomed nor equipped to engage in direct foreign trade.

The American and European population of Hankow
in normal times has numbered in recent years around
1,500, Each of the principal nationalities has =&
chamber of commerce, and there are six foreign ex-
change banks, as well as the Chinese Bank of Commerce
and the Bank of Communications. The currency in
aetual ciroulation at Hankow is the Yuan dollar,
although, 88 in other seetions of China, sales and
accounts of foreign trade are recorded in taels.

Many of the American and European houses at
Hankow have & distributing organization adequately
and efficiently eovering the entire area, and it is to these
old-establfehed firms thet the average American manu-
facturer or exporter must look for arranging his agency.
The only diffieulty is that most of these houses of the

larger and more efficient type are already filled with
~ gtandard lines. The choice in agency eonnections of
this sharacter is therefore limited.

. It must be admitted that the market in the Hankow

area for many lines of American manufactures, other
than for such specialties as kerosene oil and tobaceo
~products, is not likely to be gufficiently large for some
years to come to justify the establishment of & special

organization at Hankow. In view

a position,
adequately cover all
However, such a subagency
 gerve an amount of foreign supervision

— = =

would require and de-
not ordinarily
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of the Shanghai area, and the import demands of the
inhabitants, who are much less sophisticated people
and more remote from modern standards of living and
industrial products, offer important variations. In the
keener competition for trade that should be an in-
evitable reaction from the present situation in China,
the succesaful foreign trader will be he who, himself or
through trusted forelgn lieutenants, makes wider and
wider eontact with the Chinese people and the market
possibilities at a distance from the treaty ports. Un-
doubtedly a sales ageney at Hankow may be operated
with greater dependenee than some others upon the
head organization or agency at SBhanghai; but to cover
the market possibilities of the area properly will require
men trained to its special conditions and experienced
in overcoming its exeeptional obstacles.

TIENTSIN

Tientsin ranks second to Bhanghai in China's foreign
import trade and fourth in export trade. In volume of

total trade, Tientein has lately yielded second place to

the port of Peking, China’s

=l g t_."h.]r ;[-3[1.,.. Eﬂﬂ:l ﬁ“j‘&' o
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territory approximates one-third of all China, an

%

population is probably in the neighborhood of 80,000,000
ple. Outaide of Peking and Tientsin, there are no
large cities, though Taiyuan, the capital of Shansi;
Tsinan, capital of Shantung; Kalgan, on the southern
boundary of inner Mongolia; Paotowchen, on the
southern boundary of Mongolia; SBuiyuan, the com-
mercial railhead of the Peking-Suiyuan Railway; and
Urga, the distant eapital of Mongolia, are all points of
songiderable trade importance.
Imports and Exports.

Foreign imports into Tientsin in 1925 were valued in
axeeas of $90,000,000, while exports to foreign ponntries
were valued at approximately $52,000,000. The prin-
cipal imports from foreign countries are cotton textiles,
kerosene ofl, iron and steel products, foodstufls, dyes,
tobacco products, machinery, railway materials, and a-
great diversity of miscellaneous goods, The principal
exports are wool, Tugs, cotton, hides and skins, [urs,
bristles, straw braid, hair, peanuts, walnuts, and oil-
seeds. Foreign goods arriving at Tientsin go by rail
to Kalgan and Paoctowchen, and from thence are dis-
tributed by camel earavans throughout Mongolia and
into Chinese Turkestan to pointa as distant as Kucheng
and Urumehi, over 3,000 miles from the sca.

Distribution Facilities.

Though vast areas of this sales territory are without-
other transportation lines than that of the caravan
route, the area adjscent to Tientsin is perhaps betier
provided with railway communication than any other
part of China. The Tientsin-Pukow Railway runs
south through Shantung to the Yantze, where it is
connected by ferry with the Shanghai-Nanking Hail-
way. The Peking-Mukden line connects Tientsin with
Manchuris, Siberia, and Europesn Russia on the north,

d, through the Peking—Suiyuan Railway, with Kal-
”lﬂﬁ__ﬂqﬂ trade routes to Mongolia. The Peking-
[ankow line connects Tientein, through Honan, with
Hankow, and its branch line from Chengting pene-
trates Shansi Province to Taiyuan. Thus Tientsin

» perly credi with having the most con-
extensive railway connections of any sea-

TIts waterway ‘econnections are, how-
‘glight for Chins, the principal one
which connects it with

Creek, with

e F] |l
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Of more importance are its overland eonnections
with the far north and west, The most important
sutomobile transportation service in China is that
ﬁ:ﬁ:“ﬂ dbﬂtﬁwmsﬁalm on the Peking-Suivuan

¥ an FEgh, B A
desert. From Urga this i e Mowgallan
continues on via Kiakhta to a junetion with the trans-
Siberian Railway at Verkhne-Udinsk. From the rail-
way at Pactowchen camel routes lead, one northward
to Uliassutai and Kebdo in far northwestern Mongolia,
and one southward, vis Lanchow, in Kansu, and along
the Kokonor boundary into Chinese Turkestan,
Highroads in all the commercial territory tributary
to Tientgin are unsuitable for motor transport, with
the exception of 150 miles in Tientsin and Peking and
their vieinity. Transportation into the interior, seide
from that previously mentioned, is largely by carte and
pack animals. In the territory south of Tientsin,
small inland waterways afford limited freight trans-
portation to isolated localities by means of junk traffic.
Demand for Foreign Products.

An increase in the standard of living, a considerable
rise in the scale of wages, and better methods of trade
distribution have developed throughout Tientsin's

eommereial area a growing demand for foreign prod-

uets which, in the years before the war, wel
unknown to the inhabitants. Among

for which a demand has been created

of much increased stimulation are: F

eal products, dyes, stoves and g

woolen articles, leather goods, sc

medicines, hardware and impler

in place of vegetable dyes of native

rather extensive carpet-manufacturing in
ﬂﬂl:ﬁtr 'I]'t “‘nﬁ.ﬂ ﬂd PBH_BE. -||||-| ]
16,000 and 18,000 men, gives continued
this. At present Germany has about 75
the dye trade and the United States about 15 p

service also
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Trade Methods. /
Mgt of the foreign trade is carried on through Ameri-

n. European, and Japanese houses, acting on their
E:F:: account or as agents for their foreign principals,
and a number of these houses have branches or connee-
tiona in the United States. (f Tientsin, as of other

in China, it may be said without invidious dis-
grimination that wherever possible it is preferable that
American ageneles be placed with American firms 1I!.1-
ready in the field. Where the market in any ﬂp:a:ml
line may seem to give promise of & volume of business
sufficiently large, however, the American exporter or
manufacturer may find it advisable—but only after an
extensive study of the field by trained representatives—
1o establish his own branch office. This measure¥in
the Tientsin ares is to be recommended only for lines
for which there is clearly evident a permanent and
extengive demand.

In general, it may be said that the old-established
houses have a better knowledge of the trade methods
involved, the distribution facilities, and the adminis-
trative diffievlties encountered in the Tientsin trade

-area than a new house is likely to acquire in many

years of effort and heavy expenditure. It has been
found, however, that representatives of American
manufacturera, those who are export technicians or

saleamen, ean be employed with great elfectiveness on
the staff of the house acting as the manufacturer’'s

agent, thus insuring to the manufacturer or exporter
not only the organization, experience, and prestige
of the established China bouse, but the opportunity for
direct representation at a fairly reasonable cost by
men fikted to make a detailed study of the market and
activeély promote their specifie line.

The Foreign Commercial Community.

‘The Toreign commercial community at Tientsin is
one of the foremost in China. The British, French,
Japanese, Italians, and Belgians still maintain con-
cessions there, in which most of the foreign residents
and business houses are located. British residents
number about 1,500, Americans 1,200, the Japanese

- around 5,000, Germans and French in the neighborhood

of 500 each, and Russians between 8,000 and 10,000.
There are around 75 American firms in Tientsin, many
panese, and German trade organizations are also

e
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prominent, There is a general chamber of

organized by Americans and Europeans, a;m;:im
tional e¢lub, a German club, and others, j‘m:l 3
t‘m:ni;u exchange banks are 2 American banks and I:E
principal banks of other nationality, An Unusng)
number of newspapers are published in the English
language, the principal of which are The North Ching
Btar (an American daily), the North China Mail (daily)
the China Advertiser (weekly), and the Peking And
Tientsin Times (dailly). There are also the China
Nlustrated Review (weekly) and L'Echo de Tientsin
(French, daily).

The Austrian and German oconcessions, in which
many foreigners still reside, taken over by China in
1917, and the Russian concession restored to China
in 1924, have now been organized as special Chinese
administrative areas and are administered under the
Chinese eommissioner of police, separately from the
administration of the Chinese city. In the British,
French, Italian, and Japanese concessions administra-
tion is mainly In the hands of municipal councils elegted

“all
T
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development of more active foreign principals in the
trade has tended to reduce his responsibilities some-
what. There is more and more a tendency to develop
young foreigners, or Chinese, with a knowledge of both
the Chinese and foreign languages for the service of the
firm and to reduce the comprador to the position of
manager of the Chinese office force. Elimination of
the comprador's servies naturally has been made
chiefly among the most progressive firms. He is now
principally a egredit man, dealing with unknown or
distant Chinese customers.

Credits.

Trade credits in Tientsin follow in general the cus-
toms evident in other treaty porta. Credit extensions
to local importers vary considerably, depending upon
the reputation of the coneern, the nature of the goods,
the volume of sales, the state of competition, ete. The
usual practice Is for the importer to arrange with his
local bank for the opening of a credit with the foreign
correspondent bank in favor of the exporter abroad.
Againat this credit the local bank may or may Dot
require the deposit of collateral or security, depending
upon the reputation of the firm and the nature of the
goods. Drafts are drawn usually on the importer
instead of against the loeal bank, acceptance of the
draft by the importer being considered in the light of
an indisputable liability. Upon receipt of the docu-
menta and the ageeptance of the draft, while the cargo
Temains under the custody of the bank, deliveries may
be affected in accordance with the wishes of the im-
porter, or to Chinese dealers ih the form of installments,
payment for each installment being usually made by a

Export firms purchase export cargo in the open
market or sometimes make their purchases on a for-
ward-contract basis from interior dealers. Upon
acoeptance by the foreign buyer of the Tientsin exporl
firm's offer, the usual procedure is for the buyer to
open ﬁ.j’" awvor of the exporter. If credit is
Opened, t  frequently requests an advance

e form of packing eredits from the bank in which




order to guard against the dangers of

exchange, that an equivalent amount a:‘p:m Uil
settled with it before the credit is granted, Ip 1.? be
for this arrangement the firm gives g letter of e
to the bank, in which it undertakes to hold the earg,
at the disposal of the bank g
S » fully insured Bgaingt g

HARBIN

The trade area of which Harbin is the center pog-
sesses some features not found in any other part of the
Far East. It embraces the two Manchurian Provinees
of Kirin and Heilungkiang; a part of inner Mongolia
eastern Siberia, practically as far north ag mttlamgnt;
extend; and southern Siberia along the trans-Siberian
Railway, at least as far west as Irkutsk and Lake
Baikal. Owing to conditions in Russla in recent
years, merchants often journey all the way from Omsk
and even from European Russia itself to buy foreign
products at Harbin. Harbin is a Russian city in
China, with a European population of around 150,000,
mostly Russians. The commercial language is Rus-
sian, and the principal trade organizations and munie-
ipal institutions are Russian or in some instances a
mixture of Russian and Chinese.

Present-day North Manchuria, in an ee
is a creation of the Chinese Eastern Railw
its construction by Russia (1896-1903) -
numbered hardly 2,000,000, with no

and villages, no industries except th
agriculture needed to sustain a
lation of 22,000,000,
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in the principal cities, the great bulk of the population
is poor, with & low standard of living and undeveloped
wants, although it is growing richer every year from
the fertile farming lands.

The population of those portions of Siberia which
are commercially tributary to Harbin probably does
not excead 5,000,000. These people live under
extremely severe handicapa in the matter of adminis-
trative regulations and facilities for communication
and transportation. There are several large cities,
however, of comparative wealth and commercial im-
portance, The principal ones are Irkutsk, near Lake
Haikal, with a population exceeding 100,000; Chita, an
important town of 60,000 people, near the junction of
the trans-Siberian-Chinese Eastern Railway linea with
the all-Biberian route from Vladivostok to Moscow;
Blagovestchensk, on the Amur River, with a popula-
tion of 100,000 and the center of the wheat produetion
of the Amur Valley; Habarovsk, a city of 40,000 inhab-
itanta, situated at the junction of the Amur and Ussuri
Rivers, with the Ussurl Railway; and Nikolaivesk, at
the mouth of the Amur, the seat of important fisheries.
However handicapped they may be, the people of
thesa cities all look to Harbin as their main point of
contact with foreign trade, largely directing their
products there and going there to seck the foreign
imports they need.

Transportation Facilities.

The transportation and communication facilities of
the area served from Harbin include more railway
mileage than any other section of China. The Chinese
Eastern Railway totals 1,085 miles and crosses Man-
<huria from west to east, connecting European Russia,
via the trans-Siberian Railway at Manchuria Station
on the western border, with Viadivestok, the Siberian
port on the Pacific. A southern branch runs from
Harbin to Changchun, where it conmects with the
South- Manchuria Railway and thus links up north
Manchuria with Japan, China, and the trade of the

‘There has been completed recently, moreover,
on the South Manchuria Railway above Mukden, to
ar, a station on the Chinese Eastern Railway,

;
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the richest grain-producing regions in Manchuria to
Hailung. 1t is anticipated that either this rallway o
the Seupingkai-Angangki-Teitsihar line will be pro.
jected further northward aecross Manchuria, vig
Mergen, to the Amur River opposite Blagovestchengl
There is also a Chinese railway in operation betweer,
Kirin, the capital of Kirin Provinee, and Changehus,
and & Chinese railway is in course of construetion froy,
Kirin southeastward, through a country rich in timher
and agricultural resources, via Tunghua, to & point
near Hungehung on the northern boundary of Chogen
Moreover, in any consideration of the rail communica-
tions of this arca, the all-Siberian route, completed by
Russia in 1016, connecting at Habarovsk with the
Vladivostok-Ussuri Railway and running parallel to the
course of the Amur River from that point to its junc-
tion with the trans-Siberian line at Kaidalovo, near
Chita, should not be overlooked. This road was built
mainly for strategic and administrative purposes, but
in the future development of eastern Siberia it is bound
to be a factor of much commercial Importance.
Hardly less important than the rail transportation
is that of the waterways. The Amur, one of the great
rivers of the world, is the northern boundary between

Manchuria and Siberia and is navigable for large
steamers from ita mouth to Blagovestchenak, about

a1

is largely superseded by eart transportation,
ﬁigﬂaﬂnﬁm- are no roads in Manchuria, but
during the winter season immense quantities of beans
and other grain products are hauled to Pu-rkr:t- over
the frogen earth, In summer, after the winter's thaws
and during heavy rainfall, these routes become impass-
able quagmires. Motor transportation is gaining in
popularity in north Manchuria but is confined to the
limited ares in the neighborhood of the railways. On
the Mongolian border ox carts and camel caravans are
the freight carriers employed over the steppes and the
desert.
Hesources.

Southern and eastern Siberia are rich in resources of
fura, timber, wheat, mineral ores, and dairy products,
while north Manchuria produces abundantly soy
beang, bean oil, wheat and millet, timber, wool, and
livestock products. Total imports into the two
regiona of cotton textiles and wearing apparel, manu-
factures of iron and stesl, boots and shoes, leather
goods, tobmceo, toilet articles, and all the numerous
modern gpecialties that appeal to & European popula-
tion as well as to the better class of Chiness probably
approximate $40,000,000. Harbin is the distributing
oenter for most of this trade, both import and export.
Russian Traders.

While there are many Chinese merchants in North
Manchuria, in both that region and in eastern Siberia
the bulk of the import and export business is in the
hands of Russians, These merchants are keen traders,
careful investigators of every competitive market, and
shrewd buyers. A great many of the Russian firms
correspond to jobbers in the United States, and job
lots of merchandise, particularly such lines as dress-
goods, men and women’'s underwear, haberdashery,
notions, canned foodstuffs, hosiery, toilet articles, etc.,
find ready markets. There are also between 25 and
30 American firms already more or less established at
Harbin, some of them of high standing and efficient

Unlike the situstion in other sections
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plicated to be included in a pamphlet of this character
and those interested are referred to Trade Informatijoy
Bulletin No. 74 (China trade act, 1922, with amend-
ments as of February 26, 1925), puhhahad by the
Bureau of Foreign and Dnmeatm Commerce,

Pnsl and Telegraph Services.

Little need be said as to the difficulties nf chlna,'
pmtal and telegraph services, for in comparison with
the ‘backwardness evidenced in other institutions of
public service the postal and telegraph service of (}hmn
is remarkably comprehensive and ﬂumplete The total
number of places provided with postal facilities at the
end of 1923 exceeded 40,000. Serving these places are
mail routes totaling 260,000 miles, of which 7,000 miles
are railway. Water routes, consisting of steamer,
launch, and native boat hnea are used for 21,000
miles. This leaves 232,000 Imlu of overland courier
lines, on which mails are transmitted by ev&ry possible
means, viz, wheelbarrows, motor cars, the camel, or
the coolie on foot. One of these courier lines stretehes
from the railhead in Honan for 3,600 miles (more than
the distance from New York to San Francisco) to
Kashgar in western Chinese Turkestan. Mails are
dispatched every day in the year from this line and
over all other lines leading fo principal towns.

The telegraph in China reaches every principal trade
point. Its lines total only 31,000 miles, and while the
service seems offentimes laiaural:,r to the impatient
American, comparing it with the speed of telegraph
operators in his own country, nevertheless messages do
usually reach their destination and in surprisingly short
time and good form, when all the difficulties nraum-

gli. ".: - I- ' [ ) ’ ‘”-iull
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