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FOREWORD

This is a preliminary report on the first results of a study of

economic relations between the United States and East Asla as reflected

in the opinions of informed American businessmen, The incompleteness of

the basic study and restrictions of space make this brief report little

‘more than a cursory survey of the manifold issues involwed.

| The study is based on interviews with a representative eross-section

of American traders, manufacturers, bankers, insurance and shipping execu~
~ tives - mainly but not exclusively with men who are experienced in business
3 -"lrith East Asia and vitally interested in its growth. Offlcials of various

United Etatau gwramnt dﬁ_parhnpta, businees associations and trﬂ!
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TRENDS OF EAST ASTA TRADE EE |
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(a) The Record of Post-lar Business Revival E.é' i
b S Sl
American business with East Asia in 1946 and earl 1947 seemad to be ey
ods doimg well as far as volume was concerned. ¢ ok, 4
.
Tog Excluding Japan which had not been reopened to private commerce, the e
combined monthly dollar valus of United States export and import trade with i
East Asiall) was 2.2 times as large in 1946 as it had been in 1939; and h

during the first quarter of 1947 it was 3.5 times larger than in 1939, -

American exports, of course, played the main role in this inecrease.
In comparisom with 1939, the monthly average value of exports to East Asia

ek had risen by 295 per cent in 1946 and by 510 per cent during the first e
o quarter of 1947. But the average monthly valus of Amsrican imports from ".;
g4t ?,323 Asia was also higher, by 20 per cent in 1946 and by 105 per cent in =2
rell " -5

Part of this growth of export and import valuss, of course, reflects
Ly inflated price levela., But even if the inflationary factor is eliminated
by applying the wholesale price index of the United States Department of
Labor to the wvalue figures, it appears that the physical volume of American
exporta to East Asia must have been much larger than in 1939 - probably by
as much as 150 per cent in 1946 and by roughly 225 per cent during the first
quarter of 1947. (This increass, in fact, was great enough 5o overcompensate
American exporters congiderably for the loss of thair best Paeif'ie prao-war
t, that of Japan, which in 1939 had accounted for little less than one-

~ half of all United States sales to Bast Asia).

E Nor is the physical volume of American imports from East Asia as
small as might be thought. Its monthly average, in comparison with 1339,
was down 24 per cent in 1946, but up a full 30 per cent during the first

quarter of 1947,

. With all this, the one billion people of East Asia still played only

a comparatively small role in the United States' groatly increased post-war
foreign trade, Again lesaving Japan out of account, the share of all the
yther Asiatic countriss in the United Statea' total international
sommerce(2) was no more than 13.2 per cent in 1346, against 14.0 per cent
in 1936, the last year of Auht-iutgi;:-rﬁﬂ- During 'h;‘; :ﬂr; zjiﬂ;:;:::;?triﬂa
of the Western hemisphere raised thel W gr:m . . y

hile Eurcpe's share fell only £rom 36.0 to 33.3 per cent of total American
1ld trade, : R :

%

i

b p

~—sndenciss, Ceylon, Burma, Siam, Fronch

' i‘. Chir ’ Hﬂn‘ W OIE nd ac depoen LC :
Indo-China, British Malaya, the Netherlands East Indies and the Philip-
(2) ﬁ:.h:im; UNRRA and Lend-lease deliveries to several East Asiatic countries,
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(b) Business with China

China, togethor with her British emporium Hong Kong, has, for the
time being at least, taken from Japan tha place of the United States' first-
ranking market in East Asia.

] It is not generally realized how much greater hor recent supplies of
37 American export goods have been than they used to be bafore the war., In
1946 China received from the United States over 9 times as much in terms of
‘ American dollar value or roughly 6 times ms much in physical volume as in
=T 1936, the year of China's financial reforms and rising foreign trade promises
p. 3 immediately preceding the outbreak of her war with Japan,

United States' imports from China, however, were comparatively small
in 1946. Including those of Hong Kong which are not entirely of Chinese
" oot origin, they showed an increase of 13 per cent in American dollar value,
1 Fnd but a decrcase of at least 25 per cent in physical volume in comparison with
3 g 1936. The 1936 excess of American imports from, over American exports to,
i 4 China of US$27,300,000 was thus reversed into a 1946 surplua of American
exports to, over Amsrican imports frem, China to the extent of $418,000,000;
in spite of the fact that 35 per cent, or $163,000,000's worth of the total
American supplies to China in 1946 were delivercd on UNRRA and Lend-Lease

~# accounts,

E'Zf".'l
"nd_f[ American business experience in China sinee VJ-Day has becen unsatis-
-.'_._};. s factory in many ways, in spite of the fact that th:s comparatively heavy

American exports gave fair, and in some cases excellent, profits to a number
of trading firms,

= 3 Even the most hardened "0ld China Hands" who have long been used to

- what they consider the traditional hazards of their business under conditions
which they can best show their mettle - administrative incfficiency and
orruption, monetary confusion, widespread eivil strife and manifold inter-
iptions of transportation and trade - seem to agree that no time thoy can

call has been beset with guite so many and quite so formidable difficulties
the present. h g ‘. :

~ Ho government in the history of modern China had ever had so much
odwill or as many patient apologista of its shortermings among American
inessmen as the Nanking govermment enjoyed until -~ecently; yet none seems
» have been criticized so violently on so many scoras and by so large a
Jority of those who wanted te sec it grow stronger, as this same govern-
mt is now being eriticized by its deaply disappointed wellwishers.

.~ There has always been scepticism among tho more conservative of Ameri-
1 businessmen about China's ability te reform her economy from top to
ttom and to develop her productivity and purchasing power to an extent
at would make the industrious Chinese nation one of the world's really
‘eat markets and sources of supply. That eseepticism, in fact, is as old
the dream of the proverbial 450 million customers which imaginative
‘eign traders have been dreaming for a hundred years; but those who for
deg have becn watching the Chinese people struggle through crisis after
] and war after war, never gave up their belief that China would always
able to muddle through and eventually to make another etep forward, what-
rer the odds of maladministration, foreign aggrossion and internal strife,
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Now however, a good number of American businessmen seem to ba nearer
| than they had ever been to despairing of China and of the chances of develop-
\ ing within the foresesable future sound and breosdening business relations
1 With her, Another new factor, too, 1s that a greater number of independent
Chinese businesamen than ever in the past are reported to be in agreement
with them on the darkness of the onutlock.

=

Inereasingly serious complaints from businessmen about the handicaps
to American export trade with China are filling the files of the home offices
D] of firms interested in the China business, of ths State and Commerce Depart-
o) ments, the chembers of commerce and foreign trade assoc iations; and they
recur in practically every businessman's discussion of the China scene,

£ Lewmp The main foature of those complaints is the competition from movernment-
nhie sponsored trading organizations which - busineasmen seem to agree = threatens
g to make free American enterprise in China imposeibla,
e The Kuomintang's tendency toward state monepolies in trade is not new.

sl Independent Chinese businessuen, whenever they dared, have long been com-
e mb plaining about the grasping "privileged family monopolies" around Chiang Kai-
v ok shek with their dominating four government banks and their various official
and semi-official economic and trading organizations at home and abroad that

have long been at work concentrat a good part of the country's trade in
their hands, o o i

-:=$ﬂ Nor have American and other foreign merchants ever been indifferent

"~ § tovard that trend, But they were loss concerned with it, until recently,

i o ‘than many independent Chinese traders who must depend for their credit on
the govermment banks or on banks under their influence and who never enjoyed,
- like their foreign colleagues, the support of Washington cr London in their
_ attempts at fighting the inrcads of "privileged family monopoly" into legiti-
mate private business. ' . _

Today, however, most American businessmen ere no better off than in-
dependent Chinesc trading firms. The troaties of equality between China and
the outside world and the abolition of extraterriteriality have made it
easier for the "privileged family monopolies" to have their way against
foreign as well as Chincse merchanta, Politieal considerations that moti-
vate Washington in its over-all attitude toward the Wational Government

have tended to make Amorican protests against tho constant spread of mono-
boly trading less outspoken or at least less effuetive. The inflationary
crisis and the resultant precarious currency situation = which in themselves
2duce China's ability to buy foreign goods - have given the Chinese govern-
nt a fresh pretext for restrictive foreign trade practices. And the methods
chosen for controlling imports and alloting foreign currency to importers

ve only added to the power of tha "privileged family monopolics.®

American firms, like other foreign as well as Chinese merchants, are

at the mercy of government agoneies that have to deeide about the lssue of
mport licenses, foreign exchange allotments and the application of customs

ad othor regulations. But government-sponsored trading organizations are
said to obtain the import permits, the American dellars and the customs
treatment they wish to get without question or delay. As a result, the
Chinese cmergency regulations of the country's internmational commerce restriat
legitimate private trede and, at the same time, foster the trade of government
and semi-govermment organizations and give them mere and more the charactor

of actual monopolies.

u
;
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A much-quoted recent case was that of a ship arriving at Shanghai with E“H
large quantities of American commoditics for official and semi-official E

Chinase concerns; the same kind of commeditics for the import of which private L5

; Amarican firms had long been waiting in vain to got the ne cessary liconses E
and dollar allotments, although some of them had already paid fer the goods i

in the United States and were under a definite cbligation to deliver them 2

Lo their Chinese customers. W

To give some more concrete examples cited by American businessmen: .r

the importation into China of American motor cars by American or other P

o private doalers ‘s virtually prohibited through tight import license and _f‘
i exchange restrictions; and what few motor cars may actually be allowed to '
pass through the tight network of those regulations must not be walued at 3
any more than $1,200, Yet a single ship rocently brought in thirty-two :
high-priced American luxury cars such as private traders could never hope
to import - consigned by the American branch of a Chinesc govermment trading
concern to its home office. Similarly, while American dealers were waiting
_ in vain for permission to import tires thoy ordered and paid for a long time
el 8go, large consignments of tires for govermment trading firms have recently
2 [ arrived and promptly been cleared in Shanghai,

g But monopoly does not seem satisfied with what might only be a
ca temporary acquisition of some trade volume from private American business,

A3 A number of American businessmen stressed their conviction that it aims at

the very roots of American free enterpriss in China by a policy of inducing
manufacturers in the United States to take their agencics away from legitimate
American business firms in Shanghai and to give them to one or the othar of

sl the "privileged family monopolies" which ecan offer better services for the
Az simple reason that they are the State and therefore not subject to its re-
7. strictive trade regulations.
: ;i; It is not difficult to imagine why old-established American distributors,
B ~ against whom neither their suppliers in the Unitcd States nor their customers
~ in China have any other complaintthan that their salos are artificially re-
_— . gtricted by the Chinese authorities, are getting extromely bitter when their
- o7 predicament is climaxed by the loss of agoncies thay had long and succsss-
; P fully handled - by the loss of those agenciles to official and semi-official
L. Chinese trading concerns who, as som: of American businessmen put it, allow
" B themselves "fabulous profits" where the Amorican distributors had been satis-
“ = F  ficd with a modest commission. A case in point is that of Willys jecps which
v are now distributed by the "privileged" Fu Chung Corporation, at prices rang-
-t ing from U,8, $3,500 to $4,500 for ordinary jeeps and up to more than $7,000
. b for jeep station wagons.
Sl Apart from the monopoly threat, there are many complaints about the

application of the new, restrictive Chinese import regulations. Those re-
strictions are recognized by American businessmen as necossary under the

i prevailing serious financial situatlon. But theoir application has led to so
e many delays, even of imports for which forcign exchange had already been

A

A 7 . alloted, that regular Amorican imports into China, other than those for
ol § UNRRA and "privileged family monopoly," wore said virtually to have come to
¢+ | a standstill ecarly in 1947.

. On the side of American trade with China, too, the inrcads of
| monopoly into the sphere of Egﬁﬁﬁ privatc business are causing much sharp
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American and other foreign traders did a great deal in the past to
: create steady markets in the United States and elsewhere for Chinese export
i commodities. Their growing demand for Chinese raw materials like tung oil, :
bristles, silk, wool, feathers, furs, etc.,, and their insistence on betier

L S

. goods, better processing, grading, packing and other improvements, are held 3
¥ oy to have done more than any Chinese government policies to increase preduction, %
improve qualities and raise prices, to the great advantage of the Chinese hr

economy .

b

Yet a good many of those American firms are now deprived at least of 3

part of their business, It is conservatively estimated by them that about :
two-thirds of China's export trade is now transacted through the varicus 'l

channels of off'icial and semi-official Chinese trade organizations whose
p S profits, as one American trader put it bitterly, "apparently do not so much
i : benafit the empty coffers of the Chinsse Government as the pockets of the
: privileged families and their henchmen."

Other complaints concern various matters that may seem small from the

%} outside but contribute considerably to the difficultiss in the way of large-
- grale development of Sino-American business relations and to the discourage-

ment of many American businessmen.

Odnies One of those complaints concerns the tendency of part of China's
Aty ﬁ* officialdom to split the American business community in China by giving a
=V ol few American firms preferential treatment, i.e., by admitting them to some

rresieg extent into the "inner circle" whose favorites are given more sympathetic
et treatment and thus an interest in the "status quo," and who are therefore

Erild- expected to soft-pedal the complaints of their less fortunate American
;qabE business colleaguss.

Fo

Diseppointment in the results of the abolitlon of extraterritoriality
gives rise to another set of complaints. Even according to the most "liberal®
American businessmen who had long besn in favor of giving up the foreigners!

. extraterritorial status in China and of recegnizing China's equality with
sther independent countries, that change has not led to the normal conditions
"or the work and life of foreigners that were expected.

: While Chinese in the United States are free to travel wherever they
like, Americans, like other foreigners in China, still have to apply for
special travelling permits between one city and another, in areasz completely
outside the range of civil war.

Law enforcement in China today, as several American businessmen stated,
is often condunted in the manner of a police state, and "the old fesling of
gecurity for one's person and property in China exists no longer." This is
ascribed largely to the inafficiency and corruption of the police and of
other administrative agencies which is now considered to be more widespread
than it ever was, - ;

; The new Chinese tax laws in what used to bs international settlements
nd concessions under foreign logislation are said to be so complicated and
defined that there is much confusion among American businessmen about
heir tax obligations - a problem which even Chinese lagal experts do not
geem able to solve for foreigners who insist on playing safe and observing
‘the law, even in an atmosphere in which administrative corruption and in-
efficiency daily loosen what respect for, or fear of, government authority
there may bave been devcloping in recent decades,

e e O L
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., Some American property that had been confiscated by the Japanese is

e 8till being held by the Chinese, Finally, there ars frequent complaints

) about the failure of ths Chincse government to settle its outstanding pre-
Sy war United Statos dollar obligations to American firms, This failure is
i stressed in spite of the realization that China's finances are in dire
T straits - not so much for the sums involved as because of the conviction
g of American businessmen that the indifference of the Chinese government
toward these matters is symptomatic of its lax ways of observing obligations,
and because it adds to the many othor factors which today, according to the

- prevailing view, make tho more consideration of private Ameriecan eapital
bk T' invastments in China inadvizable,
- Criticisn of tho National Government's economic policies from tha

-'_:.: G- point of view of tho mutually agread need for broadening the cconomic coopera-
- tion botween China and the United States is now often couched in eynical terms,

The fabulous industrial, power, transport, and general economic develop-
i ment schemes that were put forward in Chieng Kai-shek's boock, "China's Destiny"
S and in a number of lator plans of various governmant organizations - all of

r o

e thenm implying considerable governmant guidance if not actual statism in their

VIO exscution - look completzly unrealistic to Amorican businessmen who wateh
from day to day tho helplessness of practically any branch of the govermment

oy in the simplest matters of administrative roubine.

5

L Wl Even the few American cnthusiasts for such large-scale devalopment

adxe schemes who used to consider certain parts of tham feasible as joint Chinese-

L9 American projects now seenm nither sceptical or frankly disillusionsd. Like

the average Ameriecan trader, some typical roprasentatives of these views

have come to realize that the weaknesses of the Chinese administration go

mich deeper than had been thought, and that they are in fact the manifesta-

§ tions of a basic and steadily growing crisis of ths Kuomintang's politieal

~ and econonic system as such,

Moreover, they scem to conclude from recent oxperiences that foreign
dance, however tochnical in character it might have to be, would probebly
be adhered to, even if initially accopted as part of the terms for
merican financial participation in any develompment schemes. For the strong
ationalistic trond that prevails cverywhere in China today expresses itself
n a distinet bias against taking advice from foreigners especially on the
' of the least officicnt government officials who would be most in nced
it.

On cconomic policies that are not concerned with creating grandiose
ower plants and super-modern industries, but with the burningly immediate
bask of saving tho country from its ever-worsening econonic crisis, the
[isappointment and eriticism of many American businessmen are, if peossible,
even harsher. Chiang Xai-shek's sweeping eccnomic emergency program of last
‘ebruary romained on paper, as had been predicted by most observere at tho
tims of its announcement. Its proven futility only reinforced the general
simism of those who are convinced that economie, like political, refornm
lans cannot possibly be expected to yield results under the present elrcun-
sances, sineo the persons who aro drawing them up and taking it upon them-
salves to carry them through arc the same men whose wrong conceptions of
China's basic needs in tho past, and whose inability to anforee what reform
measures they had promised beforo, have been rosponsible for the present crisis,
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The great majority of American businessmen have long defended the
Nanking government's continous failures in bringing about the necessary
economic and political reforms, on the ground that the ecivil war, as the
anti-Japanese war before, made it extremely difficult to lay the foundations
for reform. The present trend of opinion, however, is rather in the opposite
direction. More and more of those who used to give Chiang Kai-shek the bene -
fit of any doubt in the relationship between cause and effect of China's
growing internal problems, are now inclined to blame a gocd part of the re-
sponsibility for the civil war on the Generalissimo's lack of determination
Lo push shead with genuine reforms - against the desperate resistance of
those "irreconcilable groups within the Kuomintang party interssted in the
preservation of their own feudal control of China," who, according to
General of the Army George C. Marshall, "evidently had noc real intention of
implementing.... the agreements reached by the Political Consultative Con-
ference (in January 1946) on a liberal and forward-looking charter which
then offered China a basis for peace and reconstruction." An increasing
number of American businessmen are now convinced that the Generalissimo
himself and most of his entourage must actually be ranked with that very
group that favors and depends solely upon "feudal control of China."

Opinion is probably more divided on the Chinese Communists than on any
i other issue. It scems that the fundamental soundness of the primitive

J. 0k economic reforme in areas under Communist control is being increasingly
appreciated; at least in the sense that most American businessmen wish such
reforms had been carried out by the National Govermment.

Zodoe

-1 This seems especially true of American traders who know rural Chinese
6 b conditions too well to believe that any large-scale development plans from
" ouad the top down - on the Tennessce Valley Administration pattern or otherwise

~ too closely copying modern American examples, as has been Chiang Xai-shek's
- ambition - can possibly be succgssful in the backward Chinese interior before
thorough grassroots reforms have raised agricultural production and the
purchasing power of those eighty per cent of the Chinese peopls who are
spendent upon agriculture; before scattered raw material resources and the
ghronic, if mostly only seasenal, labor swrplus of the villapes are being

sed on the spot for building up small-scale industries; and before political
aform from the bottom up provides the basis for an administration that can
nforce the laws it writes. :

On the other hand, there seem to be many American businessmen who do
ot believe that the Chinese Commmists would continue either in their
rimitively democratic economic reform policies or in their apparent politi-
pal independence from Russla, once the collapse of the Kuomintang and the
jeakness of the middle-of-the-road reformers inside and outside the
smocratic League parties werc to give the Commmnists overwhelming power
over most of China,

It is not only for their fear of the eventual breakdown of the National
svernment and of what might follow it that so many Amorican busincssmen
seem to be taking an extremely negative view of China. Unfortunately,
there are today a good many among them who scem inclined to despair of
China, that is, of the Chinesc psople as such. Une of them, just back from
Shanghai, expressed unqualified condemnation of the "hopeless lanking govern-
nt" and his qualified appreciation of the Chinose Communiste "who lmow
what they are doing and how the country can bo mado to produce” and with
"t would probably be casier to do sound business." But ho added, in
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to be quoted, that after twenty-five years in the
come to the conclusion that it was impossible to think
ANY Chinese. Another businessman, active in his public sup-
port of Chiang Kai-shek's government, stated privately to his recent opponent
in a radio debate, "T'o tell you the truth, I wonder why we ever gave those
(people) equality. They certainly don't deserve it."

Those are extreme cases, and there are on the other sida infinitely
larger numbers of American businessmen who trust and admire the Chinese
People and believe in their future, But even among thosc optimists, it
Scems, many are now putting their hope for a truly reformed and revived
China, able to play an inereasingly important role in world trade, very far
into an indefinite fu . '
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gc! Business with Hong Kong

The crisis in China has given Hong Kong a new lease on life.

It had béen expected that, after the war, a united China would press
Britain with all its might for retrocession of the colony and that Hong
Xong would soon sink to the inferior position of a mere transshipment sta-
tion off the South China coast. Instead, history has repeated itself once
more, As happened so often during Hong Kong's hundred years under the
British crown, it has again attracted from the trouble-ridden mainland
great numbers of wealthy and not-so-wealthy Chinese with a large volume of
capital who are glad of the safety, orderliness and business opportunities
offered by the colony, rather than being anxious to have it quickly returned
to China,

Hong Eong's post—war trade restrictions, in accordance with the tra-
ditional free trade policies thst have made it one of the world's busiest
commercial centers, are comparatively mild.

Business is thriving in Hong Kong and American participation in it
is larger than it used to be before the war. Many American consigmments
that were intended for Shanghai but could not be unloaded because of tight-
ened Chinese import restrictions or endless delays in their interpretation
hawve been diverted to Hong Kong. From there, a highly organized Chinese
emZgling trade which actually seems to account for more than Hong Kong's
total legitimate trade with the mainland, has been taking the American
goods through China's backdocr and bringing back, instead of steadily de-
preciating Chinese dollars, considerable quantities of tung oil, wolfram,
antimony ores, silk and other Chinese products that have been finding their
way to eager buyers in the United States.

But all this is no basis for sound business development. The flood of
goods into Hong Kong has recently been greater than the buying capacity of
the colony and the impoverished Chinese hinterland, and it may not be long
before it has to be cut dowm,

The relatively great smounts of Chinese flight capital in Hong Kong
are largely used for speculation, instead of seeking permanent investment:
for the Chinese, like Americans who have been making good profite in Hong
Eong trade which some of them might want to invest, consider the present
‘boom temporary since that casis of business prosperity is largely depend-
ent on developments in China itself,

However, some American businessmen are wondering whether Hong Kong's
return to importance in the China trade may not be considerably enhanced
by political events in various provinces of South China, where old tenden-
cles toward local autonomy seem to be reasserting themselves in connection
with the ever growing unpopulsrity of the National govermment in every
stratum of socisty,

A number of politicians and militarists from South China whose views
@ outepokenly enti-Kuomintang and are expressed in more or less liberal
aseology had to flee to Hong Kong where they maintain close contact with
eir home provinces. Their hope seems to be that the South may eventually
ceed in throwing off the domination of the National Government, as it
d for a while, long before the outbreak of the Sino-Japanage war, They

o
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would them try to come to an understanding wit.h. the Communist reglons in
the North and with other provinces where opposition to the National Govern-
ment is also growing to an unprecedented extent, with the final aim of

bringing about a unified China on the twofold basis of inter-regional fed-
eration and inter-party coalitionm.

"Hang on to Hong Kong if you want to continue trading with China dur—
ing these years of disruption,” an American businessman ssid. "A new hope
for a unified and modern China may once more arise from the South, as it
did under Sun Yat-sen; and next time, the British in Hong Kong would probabe

ly not repeat their mistake of ignoring and hampering it,"
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CHAPTER II
AMERICAN ASPECTS

(s} Exports.

The urge to export is not yet a major phenomenon in the American post-
yar economy although the United States' world exports reached the all-time
gcord of almost $10,000,000,000 in 1946 and may total between §15,000,000,000
and $16,000,000,000 in 1947 if shipments during the rest of the year are
aintained on the high level of the firet three months,

(To illustrate the truly enormous magnitude of these values by way of
in unconVentional comparison: the entire real estate of Greater New York,
ihe world'!s largect, tallest, richest and most populous city, has recently
een appraised at a total value of no more than $17,000,000,000.)

American exports in 1946 were fully three times as large in value and
£ S obebly twice as large in physical volume as they had been in 1939. They
Brepresented fully 5 per cent of the country's "gross national product”,

ainst only 3.5 per cent in 1939.
g * Yet this unprecedented volume of imerican goods was sent abroad mainly

- d f the efforts of the United States government and of forelgn buyers; partly
23t ool ‘ gainst the reluctant attitude of not a few fmeriean producerse and consumers
« - oo AL 0 would have preferred to let foreign markets walt until the war-accumu~

* 4 ted home demand was more fully satisfied; and without anything that might
m tly be called a strong urge to export on the part of the imerican economy.
F b art from the farmers, whose surpluses the Administration automatically di-
swotd of w road, together with a good deal of food that was not considered in
5 Bosebis cess of home needs, and with the further exception of comparatively few
il 1 ;,' : e industry (like, for exsmple, the film aond machine tool indus~

T ot
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ierican producers as a whole did not seem to feel an acute need for
et le sales abroad. -

5 LE.GEAY attitudes have nirnnd: undergone some change and developments dur-
ey ' OF agt months made it clear that the urge to export is gradually be-

. | ol re distinct in one industry after another; while many merchants
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‘acturers believe that it will eventually become stronger than it

*chants specialiging in export trade were of courss the first, after
f the war, to toke a very strong interest in increasing their for—
iness as much and as guickly as possible. For considerable time
‘ound it difficult to compete with home buyers for the insufficient
of most producers; and to be successful they often had to offer even
rices and to be even less selective in their choice of goods than
stic trade.

- Gince industrial reconversion was completed and supplies in general
8 more plentiful, however, export merchants obtained the larger part
8 desired goods more easily. This has bean the case especizlly in
‘lines of textiles and garments, household articles, toilotries and
* "goft" consumers' goods the production of which is first in threaten-
outstrip domestic demand - at least at the high prices mamufacturers
i1l trying to maintain in the home market. It ig characteristic for
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the new urge to export (in order to keep up domestic prices) in some of the
consumers' goods indusirics that some textiles and other products are al-
ready being offered at coneiderably reduced prices =~ "for export only",
Being the main buyers from producers whose export sales are often no more
than a stop-gap sideline - more or less neglected when home demsnd is satis-
factory, but strongly pushed when supplics tend to exceed domestic demand -
@xport merchants are anticipating even larger and quite urgent offers of
such goods for sale abroad, especially from comparatively amall producers,
when the generally predicted business recession actually takes place,

Only in "durable" consumers! goods and especislly in capital goods
exporters are still suffering from the scarcity of many of the most urgent-
ly needed supplies, although the extent of the shorteges varies greatly
from one line of products to snother, For while some manufacturers even
in most of these lines of industry have already begun to catch up with war-
accumilated domestic demand,most of them - like the maksrs of asutomobiles,
refrigerators, etc., and egpecinlly of many kinde of machinery, construc-
tion, railroad and power eguipment -~ are still lagging behind demand; and
- it may take them another year or two if not longer to liquidate the back-
log of domestic needs unless they have overestimated the extent to which
those needs are actually backed by purchasing power.,

In this sphere of imerican industry, lergely dominated by big concerns,
- BXport sales are as a rule considered en integral part of o firm's normal
- business and organized on a sound, permanent basis, no msttor whether a
firm may have export departments nnd foreign sales organizations of its
own or whether it is working through specislized exporters or import agen-
cies abroad,

The export executives and sgents of some producers of "hard" con—
surers' and capital goods, apparently, hud reason to complain during the
reconversion period that they were not getting = falr share of their firms!
output for their foreign customers, new es well as old. But it seemns that
some manufacturers have recently been incressing their allotments for ex—
port, in spite of continuing shortoges and insistent prossure for supplies
from impatient domestic custoners. There are other indicstions for a new
tendency on the part of mamufocturers of "hard" consuners'! and caplital goods
to lay more emphasis on the future development of their exnort trade than
they used to do before the war, eud to moke greater efforts to stake out
the largest possible claims abroad, botn ageinst Aimerican and foreign com-

petitors,

The shere of export sales in the total nutput of several important
dmerican industries was already very lerge befora the war, It averaged 7
per cernt of sll automobiles, trucks end perts; 16 per cent of coal tar dwes
and textile machinery; 17 per cent of rolled-steel products; 18 per cent
of printing machinery; 28 per cent of agricultural nmachinery; 30 per cent
of machine tools; 47 per cent of metalworking machinery; and 56 per cent
of aircraft. (And the American film industry nommally derives about one-
third of its total revenues from cxports.)

To maintain such large export rates will in itself require groatly
expanded foreign markets since productive capacity has been much increased
in many branches of jmerican wanufacture and is expected to grow further
in the process of poat-war efficiency improvements during the next few
years, But, as the export maneger of one of the United States' largest
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producers of machinery stated, "We shall have to start increasing the share
of exports in our total sales within the next three or four years - when
all domestic backlog demend is filled - if we want to keep our prices down
through the most efficient use of our plants.,"

The same geems true of many other manufacturers, including some who
are not yet aware of this likelihood, For the increased cost of production,
partly due to higher wages and taxes, has raised the "break-seven point" of
most industries, i.e., the rate of actual use of industrial plants to their
full productive capacity below which production shows no profit but beyond
which, step by step, profits per unit product will increase., This means
that an even larger part of industrial capacity must in future be used than
was the case before the war: and that foreign markets will eventually have
to contribute somewhat more to the total employment of many imerican plants,

Mamufacturers in general are now probably more export-minded than
they had been before the war, Tt seens from recent esperiences of export
merchants that numerous producers whose interest in foreign markets used
to be rather erratic are now aware of a need for putting their export busi-
ness on a more regular basis, while others who were not at all interested
in it before the war arec now studying its possibilities in what appears
to be a serious effort at developing it,

The talk about a recession in the United States and the fear of an
actual depression later in the 1950's may have something to do with this
increasing interest of many industries in foreign markets; but most old-
time export merchants who are good Judges of the trend of attitudes in
industry seem to be convinced that it will not only be a passing interest,
as the similar wave of enthusiasm for tke export business proved to be
after the first world war,

East Asia, however, probably has little more, if not actually less,
than its pre~war share in this growing interest for foreign markets, Orig-
inally, toward the end of the war, it hed been considered one of the mosgt
hopeful resions; and it is etill wistfully admitted by all those who have
made comparative studies of foreign markets that the theoretical long-term
scope for the development of jmerican exports, especially of capital goods,
is nowvhere as great as in East Asia., But it is now generally felt on the
basis of businessmen's reports from the 8pot that the prospects for poli-
tical stability, on the whole, are even less reasguring in Enst Asia then
in Western Europe and the Near East and much less bright than in ILatin
America; if only because it seems that the United States may have even
greater difficulty in East Asia to make her Aiplomacy and her power success—
fully felt towsrd that end then she is encountering on the foremost front-
lines of her interest, in Latin /merica and Burope,
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o -E;- - (b) Internsational Competition
b International competition with Ameriea's export trade probably never
:EH 80 insignificant as it has been since the end of the war, Particularly
o 7 cnun;rles g:]' East Asia other than thoge belonging to the British Empire
Log has been almost Hon-existing in most commodities, so that virtually any
. kind of sfmerican £90ds has been finding a ready sale at practically any
Price; for the trade with those countries has been made go extremely diffi-
cult by import and foreign exchange restrictions that Britain and other Eurc-
pean competitors, so far, did not seem to P2y as much attention to them as
they did to the easier and more affluent markets of Latin America,

But many businessmen expect international competition to grow compara-
tively soon, even in East Asia, That majority u:t‘mﬁerican manufgzcturm
whose products do not enjoy a technieal monopoly position (1like certain kinds
of heavy farm machinery and other goods that are produced only in the United
States or that are nowhere mass-produced so cheaply) are now discussing the

various aspects of internatiunal competition which they will have to face in
the future,

First of all, they foresee an increasing international struggle for
the restricted foreign exchange supplies at the disposal of importing coun-
tries, in East Asia as well as elsewhere. As an gxporter whose trade consists
malnly of consumers! goods put it: "YNo matter how cheaply we may offer tex—
tiles in 2 certain East Asiatic country, if Britain, Sweden or Switzerland
offer it machinsry that enjoys a higher priority rating in that country!s
relative cvaluation of its various import needs, our European competitors
will probably get the foreign exchange that would otherwisa have been avail-
able for the purchase of cur textiles,"

This form of competition would of course last no longer than the scar
city of capital goods in the United States still restricts their exportation,
In the meantime, however, it may become a factor of some importance to Ameri—
can mamufacturers of consumers! goods, especially if the dollar purchasing
power of the world's markets as a whole or of specific Bast Asiatic countries
is not increased by liberal dollar loans or by a quickened revival of their
own foreign-exchange-producing export trade,

i S RN -

Secondly, international price competition with certain American gzoode
is expected to develop long before the present backlog of urgent needs abroad
is anywhere near liguidation, &s Britain's exports grow, as relatively new
he exporters of industrial productes begin to look for markets (like certain
B Australian manufacturers in several countries of Bast Asia), as Germany and
Hib Japan gradually return into the world's markets, the comparatively high Jmeri-
G can production coste and selling prices might well create for some Ameriecan
Bad.: producers a difficult competitive situation, OSome exporters are beginning
to fear that such a development may coincide with en increasing American
need for the exportation of consumers' goods during the next year or so; and
that it may then help to bring about the kind of pressure on domestic price
and wege levels capable of creating serious difficulties for the United
States economy, It is in this connection that farsighted export merchants
eriticize the stubborn meaintenance of unduly high profits and Priﬂ: by most
manufacturers in opposition to the govermment's efforts to lower prices

while there is time for painless readjustment.

Thirdly, the competitive aspects of & possible expansion of trade
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American foreign trade has two essentially different import problems.
ODne concerns the dependence of the American economy upon regular and suf-
ficient supplies from abroad of vital raw materials that are either not
produced in the United States or seriously deficient., The othar concerns
he long-run dependence of American export trade upon smple dollar exchange
revenues of its foreign customers from the sale of their own products in
the United States,

. The East Asia region has long been one of the most important, if not
Yy e single most vitel American source of foreign supplies, To sumarize the

_—— ppondad  table (see page35) which illustrates this point, fifty-six out of

"y, P the Unived States' one hundred leading pre-war imports originated entirely,
mainly, or at least partly in the various countries of East Asia, In the
four largest single American import groups - crude rubber, tin, coffes and
paw 8ilk - all but coffee were mainly or almost exclusively provided by
ast Asia, In thirty-threc out of the one hundred largest import categories,
ast Asiatic suppliers ranked first, i.e., British Malaya in three (crude

I
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-2 15k R e bber, tin and gutta percha); Japan in five (raw silk, medicinal herbs,
:5;,} ottory, cotton cloth and silk fabries); India in six Eburlap, unmanufactured
totton, shellac and other pums and resins, jute, wool carpets and rugs, and

te bags); the Nethorlands East Indies, in nine (tea, spices, sisal fiber,

B saploca, essential olls, quinine and other medicinal preparations, palm oil,
T “ind : raW hats, and paraffin}; China in four (tung oil, bristles, tungsten ore

el nd linen handkerchiefs); and the Philippines in six (coconut oil, copra,
otton wearing apparel, abaca fiber, pineapples and cigars).

10k
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are i The end of the war found the United States in urgent need of many of
AT e 1e essential products it used to import from East Asia. Even for consider-
. ad Bk ble time after VJ-Day most supplies became only slowly available sinece war-

: . i-"'q.""

e and the results of Japanese occupation had in meny cases interrupted
ion, wihile local transportation diffieultiecs, in othere, delayed the
E of accumilated stocks as well as frosh supplies. !

ST

n from British Malays and the Netherlands East Indies, tung oil from
ad some obher materials are stil) seriously deficient. But there is
among Ameriecan impert merchante that tne remmining shortages will
r lator be overcome in the course of th: economic reconstruction
taking place practically everywhere but in China and in parts of
arlands East Indies. Supplics of all East Asiatic materials that
ired by the induetrial countries of the world will once again become
1L in the futurs, so that tho eventual lapse of the last of the inter-
illocation arrangements still in fores is not expected to lead to a
Jus international race for ths essential products of East Asia - unless
 outbreak of another world war is anticipated ( - and unless, as a
- Aslens said in discussing the subject, "God may have cursed us with
eposits of uranium ore and other rare and war-important minerals that
da? hﬂ diﬂ&ﬂ?ﬂr‘ﬂﬂ."] L

atever incrcase of direct American capital investments in the
‘development of East Asiatic raw material resources may eventually
Ace, it is gonerally expected that it would probably be due more to
lo Investment opportunities than to any fecling on the part of
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nerican users of such materials that they must secure an ownership stake
e their production against foreign compotitors, ﬁ?

On the contrary, the danger that is shaping up in the raw material
production of various Bast Asiatic countries is that of partial over-supply
account of the expected loss of the foreign markets o some old-established
W materials to synthetic products, It is the first of the problems of East
sila's future purchasing power that concsrns the manufacturers and exporters
American E':md Ba

Rubber, so far, is the main object of apprechension. For it seoms
ar the quick post-war comeback of rubber production in British Malaya
and other East Asia countries that thair output, to say nothing of their
sapacity, may soon begin to outstrip the needs of the United States and of
large-scalc consumers clsowhore, Total shipmentes during the second half of
946, 8till largely from stocks, had already reachod pre-war lovels and
ed a situation of world-wide shortage into one of near-glut,

Natural rubber now has to compate with the synthetic product which,
%t leagt for cortain uses, has definitely comc to stay as a major industrial
aw material; especially since military considerations will further encourage
e continusd operation of a larpe part of the synthetic industry and since
ts greatly improved product now averages considerably lower in price than
atural rubber. As working and transportation conditions in East Asia are
feturning to normal, raw rubber competition for the world's comparatively
gestricted markets is expected to bocome more and more lively and eventually
ore and mors harmful to native living standards, plantation profits and
he over-all purchasing power of the producing cowntriss.

The progross of gynthetic industrics in rceent years is ecortain to do
aven greator harm to the temporarily immobilized raw silk producers of Japan
nd China, both of which seem to have no chance of resuming competition

ith nylon and rayon for anything but a narrow luxury market, unless, as

om? old-time silk importors confidently hope, new uscs may be discovered
for what suparior qualitiee natural silk posscascs.

Hylon has also begun to make considerable inrcads into some of the
ore-war uses for bristles - one of thes large ltems of China's normal export

ade, of especial economie importance because of the additional purchasing
power it normally provides to large numbers of Chinese farmeres with few
pther cash crops., Pig bristles have already besn replaced by nylen in part
of the tooth = and other toilet brush production., They remain important for
paint brushes only so long as nylon is not improved in a way that would also
make it usable, and in fact superior, for that quantitatively much more im-
portant purpose. Another traditional Chinese and Indisn export product,
sausage casings, is gradually being eclipsed by synthetie products, and it
seems that new and betier substitutes have been developed for some natural
medicinal raw materials of various Bast Asia countriss.

T T

—

5 The main exceptions would concern raw materials in which the United
States used to be self-sufficient or at least well-supplisd frem home
production but which are now running short to various degrees, like
0il, iron ore, copper, lead, and zinc. Of these, however, only oil,
mainly in the Netherlands East Indiss, seems obtainable in East Asia

in significant quantities,
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China's soybeans, once the Manchurian provinces are again linked up
with the world's markets, will probably be in less demand than they were
before the var, in consequence of the vast increase of soybean production
in the United States and the greater atieniion Furopean countriez have been
paying to that easily raised crop since Manchuria's troubles, since the
late 1920's, made its soybean supplies to the world's markets irregular.

Many American businessmen are sceptical about the prospects for an
2arly increase of East Asiatic purchasing power from products other than the
bld-established ones of which at least rubber and silk, the first- and third-
ogt-important, in the United States' pre-war import trade, are likely to
yield less in the future than they did before the war. India alons, with
its strongly developing industries, its vigorously surviving crafts, and its
realistic plans for further economie development will be an outatanding ex-
peption if political strife does not interfere.

In most of Bast Asia, different from Europe, it is not so much a
guestion whather the United States will be ready to buy from its export
pustomers whatevar they may be able to producs beyond esscntial raw materials

8 it is a question of what more than such raw materials they could possibly
dffer the American market. The fact is that, with a comparatively few ex-
peptions, the Cast Asia countries will firet have to develop their manu-
actures or at least to revive and modernize their handicrafts before the
question of American readiness to buy much more from them can be raised.

China, for axampla, is not even able under the present circumstances
o produce at reasonablz prices enough linen handkerchiefs to rocapturs
is American market in which she once ranked first, or to supply as much
8g Americans would readily buy of other Chinsse handicraft manufacturcs.

While American manufacturers and bankers are exploring the possibilities
of industrial devalopment in Bast Asia that would widen the range of produc-
ion and export goods of those countries, a few import merchants arc taking
an intercst in tho much smaller but by no means insignificant task of sti-
ulating and modernizing traditional ‘:;rhfta, not only in China but also in
other countrlzas, which could easily develop sizeabls marksia in a prosperous
United States if thoir producticn were organigzed (cooperatively or otherwise)
for catering to the tastes and pursas of wide strata of the American publie.

As long as the crafts and industries of East Asia other than Japan and
India are not developed to a greater extent, American imports from that region
s & wholo will continus to be mainly raw materials. Tholr total will cer-

a:ln:lqr incroase to the oxtent that American industrial activity and its noed

for such materials grow. In some cases, it may also benefit from stoclcpiling
for military purposes which now seems to bacomo a normal

But on the whols, East Asia amrtgw_mm

coming years considerably to oxeeed ° pre-war

guantities of rubbor and sillk than will be needed in ihiﬁtﬁ.n'a played so

important a part,
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(4) Financial Froblems -:_“

The countries of East Asia stlll possess oconsiderable liquid doller :','ij'u"-;%"f:'

; holdings in the United States. At least, they did at the end of 1946. "hﬂ
.ﬁ Apcording to the latest reports of American banks to the Federal Re= A

serve Board, those dollar holdings totaled about §1,150,000,000 on Decem=
ber 31, 1946, having decreased §264,000,000 during that year. (7) They
represented about one=fifth of the total dollar belances of all foreign
gountries in Amerilcan banks,

The largest single totul of dollar deposits any Enst Asia country held
4n the United States was thut of the Philippines whioch decreased from
1$629,100,000 at the end of 1945 to $446,600,000 at the ond of 1846, The-
cretically, they would still be sufficient to finmnee shout 21 menths' trode
deficits at the rate of the negative balance the Fhilippinos had in their
1946 commeroe with tho United States.

China's visible (B) dollar holdings in American banks foll fram
4582,500,000 at the end of 1945 to $431,000,000 at the end of 1946, At
hat time they were still equivalent to about 14 months' defielt in China's
B trode with the United Stntes at the 1946 rate, inoluding Ameriocan UNRRA and
B lend=Leasc supplies; or to 26 montha' deficit at the 1946 rate if those
' spedfal supplies thet required no finencing on the part of China are left

ut of consideration.

All other East Asia countries motually increased their dollar holdings
ith American banks from the end of 1946 to the end of 1946,

The Netherlands East Indies' deposits rose from §113,700,000 to
§127,000,000 in spite of last year's negative balance in their trade with
s United States of $39,500,000,

India, Furma and Ceylon raised their holdings from $37,400,000 to _
$43,500,000 with the help of & positive 1946 trade bulance with the United
Btates of $76,800,000. o ,

British Maleya's liguid dollar funds incressed from §1,200,000 %o
17,300,000 while in 1946 she achieved a positive balance of $112,200,000
n her trade with the United States. = ; : _

Y

Hong Konp's assets grew from ﬁ"?ﬁﬂ_ﬁ._” to ﬂm,l}ﬂﬂ in spite of a
s .

negative baiunce in her 1946 trade wi Und ted ates of $45,200,000.

tin, SRR ¥ . .0
And Frensh Indc-China enlerged her della as ?ﬁ from +28,000,000 to
29,800,000, while her positive balence in tg )46 trade with the United

Btates was §$33,700,000,.

T7T The net total of bast Asia's liquid dﬂﬁﬁﬁﬂ:{'ﬂh somewhat 1ower
than this fipure which represents the "liab 1itie of U,2, banks in their
apoourts with these countries. The "mssets which should be deducted, are
not spoeified according to countries; for the whole of Asim, including the
Wesr East, however, they amounted amly to $99,200,000 on Deocember 21, 1946
8) Considerable Chinese funds, apart from large investments of Chinese flipght
oapital in stooks and real ostate in the United States, are supposed to be

held in American banks in the names of non=Chinese oompanies &nd indivi-
duals,.




.'."l

St CRE R

ol

g

=

These figures would have to be supplemented and qualified by a great
eal of additional information before they could be taken as en exact yard=
siok for the respective currency positions of these countries. But traders
onsider them sufficient indiention that the main countries of East Asia are
¥ no means down to their last American cent. Yet this does not prevent Am-
ican businessmen from agroeing that most, if not all of them, (probably
fith the only exception of India and cther members of the British Empire
sxchange Pool where the problem is one of restriotions in their use of dollar
oldings and revenuss) will require considerable finensial assistanse from
she United States in the farm of loans or capital investmonts if thoy are not
bnly to maintoin and somewhat to expand their ourreney purchases of Americen
cods but if they are to be able to buy those large quantities of industrial,
arn and troansportetion equipment dmurienn manvfacturers will scon be anxious
© sell to them for the development of their potontinldy rich but still back-
fard economies.

Prevalent Amerienn opinion scems te be that tho supply of large=-soale
naneial assistance and especially of capital for over=all national develop=
ont schomes to the countries of Eest Asin should in the main be the task of
ho World Bunk (International Bank for Heconstruotion and Development). This
oos not mean that American businessmen are actuwally expecting the Vorld Bank
0 be able to provide large loans +o any of the East Asia countries, at least
n the foreseeabls future; they are toc much sware of the great difficulties
nvolved in starting the bank on its career, especially outside the Eurocpean
nd Latin American spheres where either more wrgent or less risky tasks than
hose that face it in Bast Asia would seem to be scmewhat closer at hand, It
jans, rather, that they deny the possibility of launching larpge loans for
85t Asia governments in the United States on the pre-war pattern of publie
ubseription to investmentebank-underwritten issues; and that those countries
11l therefore have to wait for largo-scale over=all development losns until
the Torld Dank, which was oreated precisely for this purpose, Judges it pos=-
ible to underwrite them,

The cpinions of businessmen about "politiecal™ loans of the United States
government to foreign countries are divided. Even those who do not oppose
fhem on principle seem to make ome or the other, if not all, of the followe
ng stipulations for their justification. (1) Such loans must be urgently
ecessary in the sense that their grant comes to the rescue of a political
ituaticn abroad which is of more or less immediate dunper to really major
nd vital United States interests. (2) They must be a reasomablo risk,
politically if not financially, insofer as the povernment to he supported

oy such A loan must be regarded as huving a fair chanoe of actually playing
he stabilizing role in the danger replon in question. (3) The total number
of such lomns, i.o., the total wolume of the taxpayers'! money involved in

any one year, must be within the comparatively narrovr limits that have been
putlined by eurrent plans for redusing first taxation and then the national

' Eht-

The proposed loan to Korea, it seems, finds almost gemeral approval,
t is regorded less as a politieal loan than as additionnl ocoupation ex-
penditure, required to follow up & militory commitment in a strategically

mportant area. _
The question of o large political loan to China, however, soems %o
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-3 be considered 1'_-'11.=h little if any favor. (9) Those interviewed were more ar
.+ @ less agreed - in a good many ocases regrotfully = that it would not be jus-
@ tified under any of the foregoing stipulations,

- Even businessmen whose primary interests are in the China trade did not
@@ 8eem convineed that China, today, is an imediately vital frontier of the
@ United States; and some edded that Japen under Ameriecan cocupation was in
;Lo @ fact taking on that role of the Western world's Eaust Asia bulwark against
, I tho spread of Boviet Communism which Washington has been trying s0 long
@ yoet so vainly to emable China to play.

- The Henldihg government, today, scems to be almost genorally regarded
as 8 poor if not an almost hopeless risk, not only in the finaneial but
equally in the political respoot. The §3,000,000,000 worth of “merican
help it was givon since V-J Day did not prevent a deterioration of Chiang
Eai=shek's regime to the point where mere ond more Amerisan businessmen

are becoming doubtful of its ability to survive 1 a8 than a rather
narrowly confined loeal rogime, w e TR Bohs

Finally, it is folt, a loan thot might give n fair chance of strengthe
ning the Nanking govornment over somowhat wider areas would have tc be of
such very large volume that, added to new American commitments elsewhsra,
it would definitely excocd the bounds of politienl foroign lending whieh
most businessmon want to see obsorved for the sake of reasonably conservative
@ Amoricon financa. Furthermore, to be at all offective, it would requiro con=
o siderable supplomentation in terms of Amorican oras and of Amoriean supervision
- - I of the Chinese government's setual use of the loan. This weould ameunt to a
wo=fold intervontion (in hor oivil war and in Nanking's policics and admin-
istretion) which most busincesmen well neguainted with China fear would only

gerve to dofent the United States' long=term aim of aecquiring o maximum of
hnese goodwill.

(8) After this study wos written, bthe fsspccintod fross roported as follows
frem Chino (quoted from Now York Post, Jume 9, 1847):

- = Businossmen Hit How Loan to Chinn

o - Shanghai, June 9 (AP)

Four representative Ameriean businessmon in China atymied
by Chinese government business ond finanoial regulations

: B and caught by run-awoy inflation, soid todoy they opposed
t P any further American loans to China under existing condi-
A tions., ' i 1
. Nono would be quoted by mame. If thoy were, thoy
_re said, "whot 1little business we are able to push through
adl would bo stopped entirely.”

ol 4 Amgrican businoss people in Chinn, anxiously ownit-

ing the Juno 30 dendline set by tho Import Export Bank
on tho $500,000,000 (U.8.) eredits to China, agreed the
money would be certain to find its way into Chiong Kai=-
shek's depleted eclvil war coffers, and offer only tem-
: porary respite in Chino's inflated economy. It would
b be morely a politicol lean, unless confined scloly to
ey W eapital goods, they argued,
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The main hope of American East Agiaq 4

to the countriocs of that region seems i.ﬂﬂu:*::;ﬂ:;a '
Fut businessmen ore praoctically untnimous in theip
should concern itself only with limited, well

gjects thot promise to develop Amerionn +rg :

. tioularly by helping them to inorcase theigﬂp:: gﬁniﬁftfiﬂ ciﬁﬁtﬁ"'
ERpeir gooca to tho United States on to third markets: It s also domiaied
especially by some Amorican China firms, thot businessmon exparienced and ;
intercstod in those countries be comsulted in the screening of suggestod loan

Rt Djﬂ‘ﬂtﬁ and should be E’i'ﬂ'ﬁn an artunity t ¢ :
hat results, °PP Y o participate in the business :

or the supply of oapital
tho E:Eeﬂrt-ImE-jrt Bank.

insistence that the bank
~Gerecened ond well=-thought=cut

"Dircot !.nveﬂtm:}ts“ on the port of Amoriean business concerns in spe- ’-
pifio enterprises in Snst Agin may evontually assume considerabls if not -

* | foromost importance in supplying some of the ocountrics of East Asin with :
. Peapital for developmont purposes. '

It is often overlooked how much this form of capitnl supply to foreign | &
pountries had alrendy before the lost war eome to eelipsc the method of publie B

can flotations for foreign govermments, utilities, ote., in the opon eapital !
market of the United States. .

Total Americon investmonts in foreign countrios in 1939 amounted to
$11,400,000,000, of which §10,800,000,000 wers of o long=turm character,
byer two=-thirds of these long=term investmonts of the Unitsd Stotes, or
about §7,000,000,000, were "dircet" investmonss of Amerisan business con=
gorns in entorprises abrood which had been mode more or less witaout the
nid of the open capital merket. Those in woricus countries of Bust Asia
amounted to §321,357,000. {10) (Ewen in 1936, before the Sino-Japansse war
#8d to the liguidation of some and to losses on others in China and Japon, &
they had totaled only $375,502,000.)

"Dirget" Amoricon investments in East Asin, as elsewhere, are of a
great varicty, and their composition differs a good deal from one cowmtry
to anothor. (11) In tho Fhilippines, public utilities, mainly electrie
powor plants, are in the lead, wibh supgar plentations and proocssing plants
ind sales orpanizaticns of American manufactiring coneeris following, In
tho Netherlayrs East Indies, "diract" Americea investmen's are almost ex-
1u.lm-l;..r in E-ntrnler.m pr-ﬂ:luﬂ'binn ﬂﬂ rofiscrios nnd rubber plantotions.

In Indin, thero ore investments in ossembly plante for Amorican=-produced
motor vehicles, toxtile piants and gasoline distribuiion onterprises. In
hina, they are mainly in utilliles, foodsiuffls yrocessing and gosocline
distribution conoerns. dJoman, befora the war, was the only country in East
Asia whero Ancripnn "dirant- investments in manufacturing were larger thon
4B any othor entorprises. ' : :

Fhilippines i 90,695,000

. £ ¥
Hotherinnds Eost Indies ?I,ETF,ﬂﬂﬂ
48,775, 000
Indio '
China 45,136,000
Japan 37,671,000

Eritish Malayn, Fronch Indc~China ond Siam 26,800,000

' Seo "Amerioan Direct Investmemts im Foreign Countriss - 19407,
- (;:n::ﬂ: E:fmrﬁﬂ. Eg; = U.B. annrnnﬁn of Commoroe, Washington, 1942,
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Some of the coneerns in which Ameriecan firms h
old direet inmvestments
are of o joint foreign=American charceter whilg others, and probobly a larger

nmiber with o groater total of eapital, are entirel +
pompanies in the United Stotes, 1 rely ownod by their parent

Banks play a special rcle in those 4mricon enter
_ priszes abroad because
hey use both Amorican funds and looal deposits for their often eonsiderable

] various categories of
participation, by investment mnd otherwise, in local productionm,

Strange as it may seem, the country in which potentinl "direot" investors,
oday, are apparently seoing the best promises for the expansion of their
intercsts is - Japon, There are sovernl roasons for this proferonce for Japan
over othor East Asin countries, First of all, boing under Ameriecmm occcupation
ind 1likely to remain for a long time under predominantly American influence
onoe the ocoupation forees are withdrawn, Japan seems to offer better politi=

nlﬁg;uara.ntees for the security of American enterprises than many another
Pl Ol

Baamﬂ‘l‘y, the daraam Japanese, badly in need of American capital,
pquipment, "know-how" and - last but not least - affiliation with American

goonomic interests, will not insist on majority control in joint enterprises,
Bs other important East Asia countries do.

Thirdly, skilled loecal labor is nowhere as plentiful and as likely to
emain very cheap in terms of its productivity as in Japan; and the same is
ponsidered true of local managerial skill.

But as was stated elsewhere, the time has not yet come for American in-
dustry to work out any definite plams for fresh investments or even for the
revival of pre-war enterprises in the as yet closed country.

This predominant interest in Japan does not preclude an asctive interest
iIn other areas of Bast Asia., But it will probably take considerable time,
n view of the manifold difficulties that will have to be overcome everywhere
but in the Philippines bofcre more thean a few of the present schemss, many
of which still seem rather vague, can be expeoted to develop toward realization.

Hesitancy in the deeisicn of Ameriean industriee about further partioi-
pation in tho devolopment of various Last Asiatic countries does not imply
that the much-needed Amorican tochmieal "know=heow" is denied to those who are
anxious to mequire it. In China and elsewhers, hundreds of American toch-
nicians = sent cut by a variety of American firms and govornment departrents
or privately hired by foreign government and private urgnni“:a-hian: - are
aetive in one way or enother and it is expested that this "export™ of Ameriean
tochnionl knowledpe will continue; although 1t is not likely to assume major
oroportioms bofores more Ameriean equipment becomes avoilable and espesially
bef'ere Amerienn capital, through whatewver qhmala bogins to flow to East

8 in large volume.

1 +1 onordo relations between the United States and the
. mh-:u:h:fng:’:t Ei::ra expooted to remain more or less what they are now
nd dovelopment in those arons, G5 O whole, will probably at the best be slow,
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It cammot be denied that early post-war hopes of many American business=
mon for a quiek growth of the roles the two parts of the Pacific sector will
play in tho progress toward an expanding world sconomy heve been disappointed.
The handicaps on the way toward that aim are locming larger every day.

In the countries of East Asia, thoy are in the maoin comnected with the
struggle of their pooples for national indepondence and for liberation from
The feudal foreces that still have so strong a hold over them.

In the United States, the handicaps are both of & political and economiec
nature. Folitieally, the split of what wns to be Ons World into hostile
capitalistio and communist camps has made it even more difficult for Ameriean
East Asia policy to take its stand on the side of the pecples whose detormined
opposition toward local foudalism so casily makes, or at least brands, them
"fellow travelers" of Soviet Communism. Econcmieally, the antipathy of Amer-
icoan business to anything suspeoted of rostrieting the froedom of private
enterprise and of "planning” prevents the laying down of cloar=cut, long-term
Government policles for the guidance of the United States economy and there-
fore for its full, stesdy and predictable participation in equally clear-cut,
long~form plans for tho reconstruction and development of the world cconcmys
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