3 ?42 Shanghai, China, January 17, 1940,

Subject: Werld Fefripevator Mamkits ~ China, | possaricconmeee

(Required Revport, Reference: Electrical Diviéionfs e e e
Request dated August 31, 1939.) 4

Sales Possibilities in Shanzhai: During recent years, electric

refrigeration has increased in popularity among the Chinese, Under normal

conditions, Shanghai offered excellent sales possibilities for American-

made electric refrigerators, although in proportion to population, sales

returns might be considered small when compared with densely populated

cities in the United States. However, the gradual but steady expansion

of mechanical refrigeration in Shanghai is evidenced by reports which
estimate that during tae years from 1923 to 1926 there were approximately
s honsehold units sold per year. From 1927 to 1930 tThe average inereased
to about 100 units per annum. For the year 1931 the number jumped to
approximately 400. In 1932 a total of about 500 units was sold. In 1933,
sales increased to l,O(‘)O and in 1934 a turnover of approximately 1,400
units represented the annual Shanchail sales volume. For the year 1930 a
neak of 1,700 was reached as 1n 1976 a decline to 1,500 was witnessed.

This decline was principally due to a falling-off in apartment house
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theso estimtea 1t may
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be seen that the presmt Sino-:amm‘

-.,,...;mm.uea wi’ch the mcompa.nymg depreaiation of chmeae natwm

-~:'_.‘_mrrency and trade restrictions have dealt a severe blow to the refrigmtor

"kradeﬁ It is the opinion of some interested trade circles that unless the

| "---‘value af Chinese currency improves in terms of foreign currencies and more *
‘_ ~areas are mde accessible for distribution, the immediate prospect fof | ‘ -.
imported electr_ic refrigerators is not promising. It has been estimated

"-"n_fbyane 1*argé distributor that at *present exchange rates less than 200

fﬁf.“"_’;'msehold units can be sold in Shanghai during 1940,

Present stocks of electric household refrigerators in Shanghai are

) ‘estimated to be about 320 units., Hence it is probable that the export of
American refrigerators to Shanghai during 1940 will be limited.

-Sizes and Types Preferred: While electric refrigerators ranging
petween 2 cubic feet and 16 cubic feet are available, the sizes in most
demand inl Shanghai are the 4 cu.ft., 5 cu.ft. and 6 cu.ft. household
 models.

of the two main types of electric refrigerators - the open type and .
the hermetically-sealed  type - the latter is generally preferred.
-'__I.t.haa be-en indicated that the Chinese have followed the lead of the
Anerican public in this respect in that the foolproof features of the *

sealed-in mechanism which requires little if any adjustment, have 8 sales

advantage over other types of equipment offered in this market.
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Food Customs Affccting Refrigeretion: Among the well-to-do Chinese

as well a 3 el
s among those in moderate or even meager circumstances, the

centuries o0ld aversion to chilled foods and drinks has undergone consider-

able modification during the last decade. However, aside from matters of

cost, the necessary precaution of eating principally cooked food in China
and the common belief held by many old-style Chinese that refrigeration is

not required in the kitchen during the winter months has restricted sales

tO : e I3 b ‘ ] 1
some extent Also a very large number of Chinese, exclusive of the

general masses which exist mainly on such non-highly perishable foodstuffs
as rice or wheat products, continue the old custom of purchasing their

food on a daily basis although they may be financially able to afford

electric refrigeration.

Potential Sales Centers: Sales centers are necessarily limited fe

areas having 24-hour electric power facilities such as Shanghai, Nanking,
Hangzchow, Tientsin, Peiping, Tsingtao, Hankow, Foochow, Chungking,

Kunming, Canton, and the British Crown Colony of Hong Kong. HOwWever, at

the present time such cities as Nanking, Hankow, Hangchow, Tientsin, Pelping,
Tsingtao and Canton are under Japanese occupation and are subject to the
restrictions affecting normal trade and commerce as instituted by the

occupying forces.

The following electrical currents are found within the metropolitan

area of Shanghai:

200 to 220 volts; 950 cycles,
alternating current. PowsI
lines, 3 phase, 230 volts.

International gettlement :




- French Concession: 110 volts (but goes as low as
) 85 or 90); 50 eycles, alternating
current., While Prench Concession
power lines for industrial motors
are 3 phase, 330 volts, electric
refrigerators are required to
operate from 1 phase - 200 volt

lines,
Chinese Area:
Pootunz and Nantao: 220 volts; 50 cycles, alternating
current, Power lines, 3 phase -
380 volts,
Chapei: 200 volts; 50 cyeles, both

alternating and direct current.
Power lines, 3 phase, 350 volts.

Sales Promotion Methods: While carefully planned advertising is
; 'im@ortant, one of the large Shanchai distributors of refrigeration egquip-
;F'mﬂnt stated that personal connections with heads of real estate and

§ Tinance com@anies; builders and architects (both Chinese and foreign) who
:'are interested in apartment house and cormmercial and industrial construc-
o are perhaps the most satisfactory promotional methods for equipment
~ of this type. Attractive sales displays, advertising layouts drawn up by
;?.thoseexperienced with the China market, adequate guarantees and service
ﬁ'-maintehanceffGCilities' as well as ffiendly personal connections in

 business cirecles, represent practical methods of BRONCEIAG T

'.Bale-s in this market. It is also believed, although not yet attempted,

;v%iqﬂmat if Chinese motion picture producers would occasionally show Americen-

' ' rt of saome
made electric refrigerators in their pictures =~ merely &s a Da
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 appropriate set-dressing or if such equipment might be used as p
el the picture, that sales of such household

'ﬁdma incidental "business" during

sement between the
liences would be eventually inereased., An arranleme




”;J_-;m;nuracturer and his China representative whereby the manufacturer would

defray, as part of his advertising budget, the costs involved in loaning
such_equipment to interested film producers, would undoubtedly tend to
popularize electric refrigeration among an appreciable number of Chinese

- ¢cinema goers.

Competition From Foreign and Domestic Makes: To date, American made

- electric refrigerators have had but little competition to meet in the
Shanghai or China market from 2ither foreign or domestic sources, and it
is likely that this favorahble condition, insofar as competition is
concerned, will continue for some time to come. It is estimated that

approximately 90% of the refrigerators in use in Shanshai today are of

American manufacture. However, in the last 4 or 5 years an increasing

number of -electrical refrigerators - particularly of the commercial type -

have been produced in Shanghal and Tientsin and it is believed that 1n

time these domestic of ferings may cause importers more conceru than at

Nearly all such China-made refrigerators represent only

present,
demestically constructed carinets (attractive in appearance but lined with
 zine rather than porcelain) into which imported nechanical parts have been

incorvorated. guch essential qechanical partis may be entirely new
equipment imported especially forT these China-made cabinets, or they may
be second-hand units locally re-conditioned and nade up of both imported
and'domesti cally made new or second—hand parts. Somne condensing units

~hai . +heir gquality and
are now being nanufactured entirely in ghanghal, but ¢ qQ
d insofar as even China=-

standard of performpnce legves much 1O be desire

made refrigerators are concerned,




Other than domestically made equipment, refrigerators of British

manufacture and to a lesser extent remaining stocks of German offerings
represent the only‘other competitors to American refrigerstors. 1% may

be said that the only competition in the refrigerator market today is

among the various American distributors themselves,

At the present time there are some *16 different makes of refrigerators

represented in the Shanghai market. This does not include some 10

additional makes that have appeared during the last few years and were
subsequently withdrawn due to poor market reception. Among those
represented at present in Shanghai include the following:

1. Frizidaire
2. General Electric (USA)
%« Westinghouse |
4, Norge
5. General Electric (British "Coldair")
6. Xelvinator
7. Sbarr Freeze
8. Fairbank Morse
9., Spartan
10. Briggs
11, Bervel
12, Orosley
13. Electrolux
14, White Hall
15. Bosch (German)
16. Freezor (Chinese)

- —— -

* ot For Publication: American companies in ?hanghai Sgiz .
_ﬂ—#__ . : - l,, neelting c . .
Andersen, Meyer; Gallop & CO.; Am an Eﬂ Pl it 2

nts CO.
and Electrical & Musical Instrumen ' o —
ture electric refrigerators under their Ownl trade names,

use well-known makes of imported mechanical units for
incorporation into the cabinets.




~ Prices: The oqu imparted refrigerator in some demand , o‘chert‘!:m;nM%‘:=

those of American manufacture, ig the "Coldair" made by the British

General Electric Company. Tt retails at the follewing prices;

Sluze £ Sterling *US¢ Equivalent
3,23 Cu. Ft, £38, 0, 0. UsS$l142, 56
Revd MmooN &6, 10. 0O, 156,42
e ph L 40y O, 0, 178.20
Fimy non 0oy B 217.80

These quotations are subject to a 10% discount for cash. Installment

purchases are accepted on the basis of 25% down, and the balance to be
paid within 12 months. Carrying charges of 8% are added to the amount
which remains after the down payient has been deducted. Payment is also
accepted in Chinese currency at exchange rates obtaining on the day of

purchase,

Retail Prices of American Refrigerators

4 Cu. Pt. range from US$128.00 to US$170.00

el i i T R oy

6 A " " " " 151.00 n " 242.00

The lower quotations usually represent secondary makes cr makes not

well known tn foreign markets, while the higher figures represent

tatlion.
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quotations on standard equipment having an international rep
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Flectric refrigerators nanufactured in Sihang
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new imported mechanical parts retail at a
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a7 0 -e of locally madeé OI
units, while those using a larger percentage <

' ind the cost of imponted
reconditioned parts sell at about one-thira the ¢

models of similar size. .
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equipment along with some 76 other artic

Terms of Ssale:

The usual terms for retail sales are cash upon

deli . ]
elivery. The discount given by importers to dealers ranges between 1074

to S ' '
0% while discounts given by dealers to consumers vary anywhere from

nothing a -
€ at all to around 30% depending upon the retail price asked. Under

norm ] '
al conditions, terms for installment purchases range between 204 to

50% down with the balance paid over a period of 12 months, Carrying

h
charges are usually from 5% to 8%. At time of purchase these charges

are added to the balance due after the down-payment has been deducted.
The papers may be handled by a finanée corhpany or by the distributor
himself. However, during times of stress such as the present hostilities,

it is not unusual for dealers to demand that all sales be entirely on =

cash basis.,

Maintenance Service Available:

R i

Adequate service facilities are

maintained in Shanehai by most refrigerator companies which as a rule
act as importers and distributors as well as exclusive representatives,
It is reported, however, that many refrigerators in use in interior
cities, which prior to the present conflict were periodically inspected
by service men despatched from Shanghal or from branch offices maintained

by the importer, are now isolated from such maintenance facilities.

Estimated Numnber of Refrigerators In Use: It is estimated that 1in

Shanghai there are approximately 10,000 household and 300 commercial

refrigerators in use at the present time.

. : : -
statistics concerning imports ~f electrical refrigerators into (hina

are not available. Chinese ‘faritime Customs Returns incluade such

=~ s T ¢ B}
les which are all classified unaer

s . i . ‘)."
one heading known as "mlectrical Appliances, N.O.R




Import Duties in Free China: 1In areas under the control of the

Chinese National Government, electrical refrigerators pay an import duty

of 25% ad valorem plus a surcharge of 13% of the duty assessed. Such
equipment is classified by the Chinese Maritime Import Tariff (19324) under

Returns No. 194; Tariff Code No. 264/40. This classification (264/40) is
known as "Electrical Appliences, n.o.r." and also includes, under the 254

ad valorem rate, such additional electrical refrigeration equipment as:

Refrigeration parts (specially designed for household
refrigerators; i.e., to be built
into cabinets for household use):

Coils, Multiple Freezing
Cooling Units
Motors and Pulleys

Industrial Ice Making Machinery is classified in the Chinese Maritime

Customs Import Tariff under Tariff Code No. 252/90 "Machinery, n.o.p.f.".

Such equipment is assessed an import duty of 10% ad valorem plus the 13%

surcharge.

Non-electric householdzpfrigerators such as "Kerosene Burning" and
"gasoline Engine Operated” are clagsified under Tariff Code No. 262/00
which includes "Coal-burning, 0il-burning, and Spirit-burning Stoves,

Cookers, Radiators, Stean Heaters, and similar appliances, and parts

thereof”, and are assessed an import of 25% ad valorem, plus the 1l3%

surcharge.

Gas burning refrigerators are classified under Tarl

which includes "Gas burners, Cookers, Heaters, Lamps, Ranges,

- . anacs v O 1 \Isa\'f'"‘
and similar Gas-burning Appliances, and parts or accessories the

usual surcharges oI

0 /ol orem plus the
are assessed an import duty of 2°% ad valorem p

1%, of the duty assessed,
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lmport Duties in Occupied China: In areasg gt Present under 7
e Aer Japanese

control (includine the port of Shanghai) g revised import tariff was

lnstituted on June 1, 1978. Under this tariff electric refrigerators and
d

parts thereof are assessed an import duty of 20% ad valoren plus

surcharges of 14% of the duty assessed. Such equipnent is classified

unaer No, 237.

Kerosene and gasoline operated refrigerators are classified under

No. 235 and are assessed an import duty of 20% ad valorem plus the 147%

surcharge, while gas burning refrigerators are classified under No. 240

and also pay an impéort duty of 20% plus the same surcharge.

NOTE: Should articles on which an import duty has been
paid at Shanghai be shipped to areas under the
control of the Chinese National Government, a
second duty will be assessed at rates provided
for under the Chinese Maritime Customs "Guide
Yo the Import Teriff - 1934%,

Weather Conditions Affecting Operations or Use: The prolonged summers

in Gentral; South and Southwest China with their intense heat and high
humidity generally force refrigeration mechanisms to bear a heavier load

then is usually carried in the United States. For best performance and

' ] ‘ ' mot d switches.
in this market require tropical insulation for cabinet, motor and SW

r \ ] { ! h V‘Q“s.l;\-—su
According to some trade circles, larger condensers might well be comns

in order more successfully to combat seasonal heat and humidity.

: slectric power service
power Facilities:; Generally speaking, 24 hour electric power 0
W

o) g3 he rger
ig only obtainable in China's coastal port cities and in the larg
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industrial and commercial centers of the interil




Approximate power requirements angd current consumption of

o typical

commercial installations in Shanghai are as follows:

Location No.l (Cafe) 6' show case
1/3 H,P, moter.

Location No.2 (Creamery Display) 8' show case
1/3 H.P. motor.

Location No.3 (Bakery) 10' show case
1/2 H.P. motor.

Room Tenperature 95° 7,

.W,H, per hour

51 415

+ 375/ 4415

.58/.63

Regulations Affecting Imports: Other than the usual regulations now

in effect concerning paynent of impor?t duties on goods entering Shanghai

in artificially valued "Hua Hsing" notes or their equivalent, or the

regulations controlling renmittances of foreign exchange to points abroad

from "free" China, there are no restrictions affectinz the lmportation

or use of electric refrigerators into Shanghal or areas under the

jurisdiction of the Chinese National Government.
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f lean Arnold,
commercial Attache,
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H. B. Howard,
Vice Consul.
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American Engineering Corporation (Chi
_ na)
989 Bubbling Well Road, Shanghai, ;

Electric & Musical Industries China) Ltd.,
878 Bubbling Well Road, Shanghai.

Andersen, Meyer & Company, Ltd.,
Electrical Merchandise Department,
21 Yuen Ming Yuen Road, Shanghai.

Gallop & Company, Federal Inc., U. S. A.,
320 Szechuen Road, Shanghai,

Shanghai Power Company,
181 Nenking Road, Shanghail, -

Compagnie Francaise de Tramways,
et d'Eclairage Electriques de Shanghai,
949 Avenue Dubail, Shanghail.

Files of the Commercial Attache.
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