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The Commercial Problems of China

By JuLeax ArxoLD
Commercial Attaché in Ohina for the United States Department of Commearee

HERE is no phase of Chinese life

which is not being affected by the
momentous transition through which
the country is passing. To appreciate
the far-reaching significance of these
changes, one would do well to bear
in mind that prior to the beginning
of the twentieth century, China was
much like medieval Europe. Walled
cities and villages, primitive agri-
culture, man- and animal-propelled
vehicles, handicraft industry with an
indentured apprenticeship system
and ecraft and trade guilds, small
ghops and itinerant hucksters, an
education based entirely upon the
ancient Chinese classics, a stilted,
stereotyped written language, loose
legal conceptions, and the merchant
on a low social level, characterized
pre-twentieth-century China. Its

backwardness, as contrasted with a

modern Occidental society, is mani-
fest from the facts that it knew
no patent office, no machine-made
products, no scientific societies, no

a series of walled compounds. To
make the picture more complete, we
must not omit the Great Wall of
China in the north, the natural moun-
tain barriers in the west, and the
sea on the east and the south. To the
isolating influence of walls, we may
add the further handicap of lamen-
tably poor internal communications.
Under these eonditions, one can
readily understand how there grew
up, in certain sections of the country,
units of weights, measures, and
currency, customs, institutions, and
even dialects, somewhat different
from those in vogue in other regions.
A traveler from one section to an-
other was generally obliged to depend
for protection and assistance u
provincial or sectional guilds repre-
senting his own ancestral contact,
rather than upon governmental agen-
cies. With these factors making for
a lack of uniformity in a country of
the vast continental dimensions, the
great ranges of latitude, and the

 “agricultural schools or experimental irregular physiography of China, one
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2 THE COMMEECIAL PROBLEMS OF CHINA

wise provision, whereby a native of
any one provines was forbidden to
hold office in that province, a
recrudescence of a feudal society,
which characterize the China of the
Confucian period, was discouraged
and & barrier was placed in the way
of certain elements in society setting
up governments independent of cen-
tral control.

On the other hand, the central
government was not of an antocratic
or despotie character. It interfered
comparatively littls with the local
affairs of the community., It was
of distinctly laissez faire complexion.
Thus, while there was in the political
system sufficient reénforcing material
to hold the body politie of the nation
together, the people generally ex-
perienced a minimom of contact
with @ central governing force.
Furthermore, Chinese society has
through all these ages remained
democratio, withouot class or caste
distinctions. The civil service ex-
aminations, in theory at least, were
80 framed as to accord to all who
were prepared to avail themselves
of them, equal opportunities for the
rewards which they carried.

This system of examinations,
which had its inception with the
Han dynasty about 125 B.0., and
which was pretty well perfected
during the Tang dynasty, upwards
of & thousand years ago, was per-
petuated until the beginning of the
twentieth century. It automatically
prescribed a signally uniform type
of education for the entire country,
The people may have developed local
dialects and many other localisms,
but their written language and
literature were uniguely standard-
izged through this civil service ex-
amination. It was based upon the
ancient Chinese eclassics, and was,
during all these centuries, the test

for recognition in scholarship and in

official life. It standardized the
literature and the thought of the
educated masses, but it cast the ip.
tellect of the nation in & mold, Tt
also served as a safety walve for
the ambition of the nation. It was
conspicuously individualistic, giving
but little incentive to group articula-
tion, thereby discouraging the devel-
opment of a national conscioveness
or other evidences of community of
intereats, except as it tended to es-
tablish an aristocracy of the learned,

I¥DIvIDUALISTIO ASPECT

While Chinese society was in-
dividualistio, this word must be in-
terpreted as relating to the family
or clan rather than to the person.
The Chinese family syatem posseszes
many commendable virtues, but it
has discouraged initiative and re-
goureefulness. The sona remained
under the roofs of their fathers
throughout life and were accorded
very little by way of authority or
respomsibility, Thus, incentives to
originality or self-reliance were lack-
ing. The unfavorable effects on
Chinese society generally are very
Ppatent.

With the isolating influence, hoth
physical and mental, of China’s walls,
ae intensified by the country's poor
internal communications, by the
individualistic character of the
stagnating, stereotyped ecivil serviee
examinations, and by the repressing
influence of the family system, one
can readily appreciate why the Chi-
nese, 80 highly civilized, contrasted
a0 unfavorably at the beginning
of the twentieth century with much
of the rest of the world, in modern
political, social, and economie idens
and institutions. Thus it is tha
the transition through which the
Chinese are now passing is of such
far-reaching
resents a political as well as an
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industrial revolution, an intellee tual
renaissance and o social transformea.-
tion. These are transpiring con-
eurrently. They are affecting the
wellare of & quarter of the human
Tace, hence are of commanding in-
terest to the world at large.

It naturally comes hard for a
peaple so long acoustomed to regard
themselves as the center of the
universe, and the rest of the world
is - barbarian, suddenly to be con-
fronted with the astounding fact
that ite civilization is in certain
esgantial reepects inferior to that of
some who were looked upon as
foreign barbarians. Inereasingly
large numbers of Chinese people are
casting away their pride and accept-
ing from the treasure hounse of the
West, ideas and institutions which,
while representing the heritage of
the haman race, are in many respects
60 different from those things which
characterizged their own eivilization
as to warrant their being labeled
foreign.

Unfortunately, this transition
means the breaking down of an
economic balance which carried with
it many commendable characteris-
tiez making for human contentment,
and the building up of & new ecco-
nomic system, based upon far more
complicated conceptions of man's
relations to his society than those
which obtained under the simpler,

more concerned with denouncing the
Present economic system than with
correcting the weaknesses thereof.
It is possible China may be able to
make some helpful contributions to
this important haman problem, while
establishing a new economic balance.

One sees everywhers in  China,
striking evidences of the pride of the
individual in the products of handi-
craft industry. The new economic
order ehould strive to accord the in-
dividual opportunities for continued
expression of talents which represent
the heritage of a rich civilization,
while giving to Chinese society
generally the benefits of the scientifie
achievements of the world during
the past six or eight decades. At
all events, there is no possibility of
reverting to the old order. What
the future has in store for hamanity
under this new economic era re-
mains to be seen.  Apparently, no one
people or race can any | live
:fut from the rest of humanity and

rive. :

CHixa COMPARED WITH THE UNITED
BraTes
In considering the commercial
problems of China, we
then, to take full cognizance of the

more human, amil leas ‘mechanical like
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i THE COMMERCIAT, FREOBLEMS OF CHINA

eredit the latter with greater stores
of these two essentiala to the sucoess
of & modern economio society than
has any other Pacific nation. In
man power, China is particularly
fortupate. Ita great masses are
naturally industrious and possess
many other commendable qualities,

China is predominantly an agricnl-
tural eountry, with about eighty per
cent of itz people in its ugri::uJLuml
population. Cognizance must, how-
gver, be taken of the fact that
domestic handicraft industry iz a
considerable part of the by-products
of its farm labor. However, even
allowing for adjustments aeccord-
ingly, the Chinese people, with their
primitive agrienltural methods, ame
realizing but a small fraction on their
agricultural resourcea and their man
power, as contrasted with what the
American people secure on a propor-
tionate unit basis. In the United
States, but thirty-five per cent of
the population is rated as agricul-
tural;“yet its masses are far botter
fed than are the Chinese, and have
a vastly greater surplus for export.
It is not surprising that the American
Red Cross Commission, which came
to China during the summer of 1920
o investigate famine conditions,
concluded that China's famines conld
be relieved only by curing the coun-
try's bazic economic ills. China is
not overpopulated. With the instru-
mentalities of a modern economic
sogiety, it ocould produce enough
to feed its present population well
and allow a substantial surplus for
export.

RaAmmways

No single factor has contributed
in a larger way to the economic
advancement of the United States
than has the railway. Likewise,
economie inland transportation is
the greatest essentinl to China's

advancement in agrieylt
ing, r.:mnufm:turing,g:nd ;I"':éﬂmiﬁ
seems almost incredible that 'l-1'|
should be, at this time when EE
world is m]t*l:rﬁlmg_tha centenpig)
anniversary of the introduction of
the steam railway, provinees in
China, much greater in areg and
population than many Eurg
nations, still without a mile of Tail-
way. Nothing more vividly por-
trays China’s economio backward-
ness in contrast with conditions in
America, than the fact that whils
China is considerably larger in area
and has a popuolation three or four
times as great, it has less than one
twenty-fifth of the railway mile
of the United States. Furthermore,
gome of the more poorly adminis-
tered railways in China are charging
freight rates eight and ten times as
high as those obtaining in America.
Thus, the primary purpose of these
linea ia defeated by bad methods of
operation. Millions of human beings
in the Chinese Republic are to-day
functioning as pack animals, at unit
costa ten to fifteen times as great as
freight charges on American railways.
Needless to state, so long as China
must depend upon human beings,
pack animals, and, in some cases,
badly operated railways, for land
transportation, the economic life
blood of the nation will continue
almost stagnant. Even though mil-
lions of human and animal carriers

are impressed into service in China,
the aggregate amount of cargo

hauled is only a negligible fraction
of that carried over America's rail-
ways. Affluent America cannot af-
ford the luxury of the

conducted cargo characterizing

poverty-stricken China. The eco- :

nomie levels of the great masses in

China canncs bo sibsmatiallyin i
until a considerable Eﬁm of the
load is lifted from the backs of
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human and animnal beasts of burden
and placed on less costly carriers,
and provision made for the ecoo-
nomical transportation of the hun-
dreds of millions of tons of cargo not
now being earried.

It is of interest to note that in
spite of the disturbed conditions
obtaining in China, there is at pres-
ent under construetion in the Three
Eastern Provinces (Manchuria),
under Chinese auspices, n greater
mileage of new railways than is prob-
ably being laid in any other section
of the world.

Motor Roans

It is also refreshing to be able to
record a very extensive interest
throughout the whole of the Far
East in motor rosd econstruction.
Thera is not a provines of China
which has not during the past ten

made some progress in this
commendable work, For instance,
in Kwangsi, long rated as one of
China's poorest and most backward
provinces, where there is not yet
smong its ten millions of inhabitants
a single mile of railway, there have

been constructed, during the Eaat five
umid resd

years, upwards of twelve
miles’Qf motor roads, over which
eeveral hundred busses are in opern-

tion., In Szechwan province, with
of upwards of

newly constructed motor roads under
burdens averaging about one hundred
and thirty pounds, at costs far greu’t:-
er than would be possible on economi-
cally operated motor trucks, Fur-
thermore, rapacious militarists in
some sections of the country - eagerly
grasp the opportunities accorded by
enterprising motor bus concerns to
tax the traffic so heavily as severely
to curtail it. A little better business
sense on the part of the tax collectors
would encourage the maximum
amount of possible traffie, consistent
with the greatest possible revenue to
be derived therefrom. ;

A surprisingly keen interest is
manifest in China in the possibilities
of aviation, With its wast con-
tinental area, its huge population,
ond its poor internal communiea-
tions, China offers a splendid feld
for commercial aviation.

Among the handicaps to Europe's
economic recovery following the
Great War are the numerous tariff
barriers economically separating the
various nations comprising the Euro-
pean continent. On the other hand,
the United States thrives by virtue
of the fact that no tax stations
restriet the flow of trade between

one state and another. China, A

in area than Europe or the Ul




i it will be futile. _ﬂn the
Eﬁ:ﬂﬂmd, pending the I]'Jaihl:i::-
tion of railways, m_nr]a, and _other
modem transportation agencies, &
gystem of uLdfurm]_'rrcusn:m'hle taxes
throughout the length and hreadth
of China will in it&elflpr:.:-vﬁ to be a

at boon to the nation's commerce

and industry-
Eoomonid WasTE

mically speaking, it is prob-
uh]];ﬁ:;&e;mggmtlﬂn 11;4:.11 glate t-hi'c-
in the aggregate, the Chinese are the
most wastelul people on the face of
the earth. Through the instrumen-
falitisa of a modern economid =0-
giety, such as the United States, it
is extimated that every man, worman,
and child in soch & community has
at his command the equivalent q:-f
from twenty-five to thirty mechani-
cal slaves. It is quite certain that
BVECY AN, WOLNAD, and child in
Chinese society has to-day on the
average less than one mechanical
gave to add to his productive
eapacity, Industrially, American la-
horers command from ten to twenty-
five times the wages that the Chinese
receive, evidently for the reason that,
with the aid of the mechanical slaves
at their command, they are propor-
tionately g0 much more productive.
It would seem that China in transi-
tion must look forward to equipping
its man power with the implements
of & modern economic society by
way of scientific devices, and with
the education whereby the individual
may be able to utilize these to in-
crease his productive eapacity very
eonsiderably.

There are those in China who are
apprehensive lest the introduction
of mechanical power and scientific
Processes throw out of employment
vist Inumham oW Bngngnd in da-
mestic h‘-ﬂdiﬂﬂl{t iﬂd‘l].ﬂt,rlr ar Im_
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Tenz of thousands of Chinese in
Northwest China are at present on
the verge of starvation, within g
gtone's throw of wvast outcroppings
of anthracite eoal, which are practi-
eally worthless because they cannog
be converted into food om account
of lack of transportation facilities,

China continues to import coal,
vet the country possesses greater
resources in this mineral than does
any other Pacific country with the
exception of the United Btates. Tt
is neither to the advantage of China
nor to that of the trading nations of
the world that this country should
continue to purchase from abroad
hundreds of millions of dollars® worth
of commodities which are of a nature
which can be more economically pro-
duced domestically.

While the transition to a modern
economie society will necessitate ex-
tensive readjustments, yet there are
gpch vast opportunities for the em-
ployment of labor and eapital in the
development of the country's latest
resources that the general ecomomie
level of the great masses in China
will very appreciably riee. Instead
of less, there will be more employ-
ment, hence, employment at more
lucrative rewards than obtained

under the old régime.
EpucATION

Mliteracy stands out as o heavy
deterrent to a rapid advancement in
s modernization of Chinese society.
Those who are laboring to bring te
Chins the results of the scientific
achievements of the Oocident find
themeelves confronted with the fact
that upwards of eighty per eent of
the masses in China are unable to
rend or write sufficient Chinese to
make it possible to instruct them in
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hordes of illiterate people, the -ma-
jority of whom are on lamentably
low economic levels, serve the un-
balanced or unprincipled agitator as
fertile soil in which to plant seeds of
glass hatred and interracial ani-
mosity.

The imauguration during recent
years of a mass edpeation campaign
represents & constructive measure of
great potentinlities in correcting this
appalling situation. The educational
motion-picture film and the radio
ghould furnish to the Clinese people
excellent supplementary media in
their efforta to overcome the igno-
rance of their masses, who are in
reality receptive to that which may
appeal to them as helplul to a better-
ment of their conditions.

The privileged fow in China who
have enjoved a modern edocation
have, in many instances, simply
substituted a Western academio for
an old-time Chinese classic education.
Heholastic  degreea from Western
educational institutions or from
Western-type schools in China hawve
been eonsidered by many as the final
objective in a modern collegiate
opinion that it would be distinetly
helpful to the whole cause of educa-
tion in their country if arrangements
wera made whereby collegiate degrees
were withheld, to be awarded five or

for disappointment and dissatisfnc-
tion among etudente so educated,
bt it also involves a heavy financial
burden. Tnless a considerable num-
ber of the men and women sent
abroad bring back with them a
practical knowledge of how to apply
their Western training to the needs
of their country, and really set them-
selves to the task of being of service
to their nation after their reburn, the
gacrifice which must be made to give
these men apd women s Western
education, under present conditions
in China, is of questionable value.

In the opinion of many Chinese, it
would be wiser to limit scholarships
abrond to carefully selected praduste
students. Ewvery student sent abroad
means depriving a seore of boys and
girls in China of opportunities for a
schooling in their own country.
Thus, the guestion of education in
its varied aspects ia ope of the com-
manding problems in the economic,
industrial, and ecommercial life of
Chinm.

ADJUSTMENT OF THE FaMILY
SYSTEM

Underlying the whole fabric of
Chinese society in its emergence into
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mbers of the family ghared in
Ehh:rz;immihiiii-im and the }-awards
of the individual in the family, but
initiative and resourcefulness among
the youoger generations were stifled
and discouraged. This : pondition
eneouraged the impregnation of the
whole fabric of Chinese society with
nepotism. Some Chinese are recom-
mending that the slogan “No rela-
tives or fellow clapsmen, agsuch, need
apply for jobs here™ be plastered on
the walls of every government build-
industrial plant, and business
throughout the length and
dth of the land.
hETEha damage done by an overstaffed
organization lies not so much in the
sxtra financial burden involved as in
the demoralizing i::i?ﬂt‘ l:ﬂnl t]_w
entire personnel, nse pEier
and more shifiless among the -em‘i
discourage initintive an
ﬁﬂm on the part of those who
otherwize might have been ambi-
tious to rise to positions of trust and
responeibility. Thus, an overstaffed
organization is faced with the danger
of a breakdown in the morale of its
employees,

The new order demands an intelli-
gent appreciation of the responeibili-
ties of trusteeship In the larger unit
—the corporate of impersonal entity.
A new body of law and of customs
must be perfected successfully to
usher in this change from the indi-
vidual or family conception to that
of the corporate idea. China should
be assured of courts eapable of guar-
anteeing to soviety in general and to
the individual in particular, the
rights and protection to which they
are entitled,. To accomplish this,
first and foremost, China's militarists
must be brought in under the law,

Lesar StavcTue

In old , the Chinese
ﬂha.nt of craftsman aveided as 11]1]::1;
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as possible any contact with lega)
tribunals. When disputes arose in
his relations with his fellow man,
they were generally adjudicated by
a special committes of his guild op
other trade organigation. P]'uhall}l}r
no other country has developed the
idea of arbitration and compromise
in the settlement of disputes hetween
members of its society to the extent
used in China. Equity in the sense
of eompromise, rather than law in
the semse of legally defined rights,
generally dictated the decisions of
the adjudicating committees of the
guoild or trade organizations. A cer-
tain amount of stigma attached to
the idea of carrying o ease to court.
Furthermore, legal tribunals were,
during the latter decades of the
Chiing dynasty, notoriously corrupt.

It would be unfortunate for the
general credit standing of the Chinese
business public, if, with the inaugu-
ration of an era of modern legal
practices, ns necessitated by China's
emergence into a modern corporate
gociety, the Chinese merchant, who
during past decades enjoyed an envi-
able reputation for sanctity towards
an obligation, should relax into one
who would use the technicalities of
the law in efforts to evade obliga-
tions. China should be able to teach
the world much in the idea of equi-
table arbitration as applied to com-
mercial disputes.

During the coming decade, China,
now at the inception of its age of
law, iz likely to be deluged with &
plethora of legal enactments and
regulations which affect nearly every
phase of the life of its people. Tons
of literature representing the legal
modies operandi of modern societies
throughout the world are being im-
ported into China to serve as guides
in constructing in this environment

that of the modern Western world.

» i RSN

& legal structure patterned after
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While the object is commendable,
yet there is a tendency to take over,
badily, laws and regulations which
need not only carefully worked out
alterations to fit them into the
peeunliar needs of this society, but
also intelligent discrimination to
avoid saddling upon the Chinese
people unnecessary or unwarranted
restriections or obatacles, some of
which represent & duplication of
laws and regulations already handi-
capping the effective functioning of
the societies from which they were
borrowed. There is a grave danger
that the new China may get such an
overdose of law and regulations, or
8o many not suited to the palate of
her people, that she will suffer from
time to time from severs attacks of
economic, sovial, or political indiges-

tion.

CHinese CURRENOY

A serious factor adversely affecting
China’s trade and industry is its
chaotic currency situation. China
is on & copper-silver basis. Among
the masses, copper iz the coin most
in use. In higher circles and in for-
eign trade, silver figures most promi-
nently. Aside from the serious
fluctuation in silver’s relations with
gold in imports and exports, China
is enoumbered with a multiplicity of
different standards in copper and
gilver coins, as also, in certain see-
tions, with considerable issues of
unsecured paper currency.

The minister of finance of the Na-
tional Government has courageously

attacked the whole B
{14 ﬁ! B pn the e
ommission,

L
[}

largest and most modern in the world.
This should be a powerful agency in .
giving the country a uniform cur- "
rency. However, until the National

Glﬂ?ernmaut. is sufficiently strong to

dismantle the ten old mints scattered

throughout the country, the majority

of which are under the control of s £
militaristsa over whom the central irdi 'y
government has not yet been able to "
exercite authoritative control, it will
be difficult to put the Shanghai mint
into effective operation.

There is considerable agitation :%Tiﬁ
tt_;mThE enlightened Chinese circles R
or placing of the country on a "
gold standard. The ﬂuntu:g:g sil- '_-{-"h !
ver market harasses China's foreign s B b
trade. The Chinese dealer hesitates ';11- v i
to fix exchange when closing an P o i
import or export transaction. His s e

natural speculative propensities lead
him to chance & gain on e
with the settling of his bill.




Furthermore, at least seventy per
sent of the silver production ::f 'l:-]:;&
world represents by-products in the
mining of other metals. Thus, Chins
has become the dumping ground for

i i f the
Jus silver uotion o
::E‘:ffriﬁ the result that its trade

i impaired and some
;mm must be taken to
adjust this unfortunate currency
gituation. It would mmthqtundnr
these conditions & Very considerable
impetus might be given to the devel-
opment of native industry and to
the extension of China's export 1_:-:3.-(1&!2
as  low-priced gilver is distinetly

orable thereto.
flli][ somsequence also to thelguneml
trade and industrial cutlook is a con-
tinnously increasin unseeured na-
tional debt, particularly so with the
gold commitments gince the F]:I.BE.‘E"F
slnmp in silver valoes. China's debt
obligations, domestic and foreign,
aggregated on December 31, 1924,
upwards of three billions of dollars
gilver, over one half of which are
unsecured or inadequately secured.
This condition not only eripples the
government in its efforts to dﬂe]np
an effective system of administration
g0 essential to trade and economic
prosperity, but also deters its em-
barkation upon larger construction
projects.  Furthermore, the worse
the government's financial position,
the less the measure of confidence
therein to be expected from bankers
and others upon whom it might
;ﬂﬁm depend for financial sup-

AnmEn Forces

For a country possessed of the
mﬂﬂﬂ and the resources of
these amounte are not alarm-

ing. Provision can be made for
the refunding of these debts, pro-
vided the government can hamess
the vast hordes comprising  the

CHOINA
mwwmw

armies operating independently of
central government comtrol. ti-
mates place the numbers of armed
men in China between one and a
half and two millions. These in the
aggregate comprise the largest stand-
ing army of any mnation in the
world. Undoubtedly, the majority
are soldiering by force of economic
necessity rather than by choice, and
would probably prefer to returmn to
peaceful pursuits were the opportu-
nities favorable.

These militarista constitute an in-
ereasingly alarming menace by
spreading disorder and anarchy
throughout the country, and more
particularly through the encourage-
ment which they offer to the growth
of communism in China. During
the past year, communistic terrorism
has assumed alarming proportions,
especially so in central China. It
presents the most acute problem
affecting the general welfare of the
masses thronghout China, especially
while the government military forces
are engaged in civil strife. These
diabolically  destructive forces
threaten to spread like wildfire over
the whole country unless effectively
checked.

It is, however, significant that in
what may be termed sheltered epote
in China, even though for intermittent
periods, trade fairly quickly assumes
a rejuvenating hue. The resiliency
of the Chinese people is proverbial.
One may read of dreadful conditions
in one section of the country and at
the same time hear of constructive
developments in progress in an
adjoining region. The intricate scien-
tific mechanism of a modernly
developed society is easily thrown
out of gear, seriously affecting the
whole organization of that society.
With its poor internal communica-
tions and its domestic handicraft
industry, what affects one section of
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Chinna doss not necessarily extend to
other arens,

Shanghai presents the most patent
example of trade and industrial prog-
ress in spite of China’s military and
political disorders. This is in part
due to the foreign protection which
it receives. Its building program,
involving the construction of palatial
business, industrial, and residential
gtrnotures, shows no signs of a let-up.
The city has donbled its population
during the past twenty-five years,
and itis now, with its three millions
of human beings, rabied s h&i.ug
among the first ten cities in the
world. In Shanghai, one will find
hoge six- and seven-story modern
department stores and apartment
houses and hundreds of suecesaful
modern merchandising and indus-
trial institutions. This commeareinl
metropolis of China, with its strategic
location at the outlet of the most
fertile and most populous of river
valleys in all the world, is likely &
few decadea henoe to become the
world’s largest trading port.

BAFEING AND MERCHANDISING

No other line of business has pro-
mdmeﬁnﬁv:g %am
Way among peopla Ching as
haé banking. This is not strange,
as in China antedates that
of probably any other country in the
world.  Although modern Chinese
banks have been coming to the front
during the past two or three decades,
as evidenced by the fact that there
are hundreds of them scattered over

the country, thess banks are still

without effective national or provin-

the handicaps under which the latter
must operate to secure these exemp-
tions. The fact remains that t
Chiness bankers, throngh their or-
ganized associations, are clamoring
for laws, regulations, and examina-
tions such as may assjst their finan-
cial houses to become important
factors in the encouragement and
furtherance of trade and industry in
their country.

No better testimonial is needed to
demonstrate the ability of the Chin-
ese t0 operate large modern corporate
merchandising establishments than
18 manifest in the success of their big
publishing houses, which have their
headquarters in Shanghai and their
geores of branches scattered through-
out the interior of the country.
Even more patently successful are
the big Chinese department stores,
employing, in some cases, upwards
of & thonsand clerks, large numbers
of whom are trained to speak Eng-
lish. These palatial structures carry
hundreds of thousands of dollars’

HED,
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12 THE COMMEBCIAL PRODLEMS OF CHINA

:terested certain exemptions from
:;n“ﬂ.ciﬁl interforence and certain con-
siderations in tax exemptions. On
the other hand, the management of
gnch conceérns was, mMore _nft-e:: than
otherwise, in poorly qualified hands
and lacked technically trained men.
Hence, these conoorns lwere_nut-, in
most cases, profitable financial ven-
tures.

During the years of the European
War, much private capital was in-
vested in industrial plants n China,
eapecially in ocotion mills. Un-
jortunately, the earnings were often
paid out in dividends with little or no

for upkeep Or reserves, with
the result that after the heavy war
demands ceased, 8 number of the
mills were unable to weather the lean

Furthermore, unfavorable po-
itical conditions throughout the :::un-
try during the past ten years have
bzn most discouraging, especially
excessive tax impositions and fh[li-
gulties in internal communications.

PronLEME AND PROGRESS OF THE
New ORDER

Althongh China is favored with an
abundance of cheap labor amenable
to training as effective workers in
modern industrial plants, yet the
erowding of these laborers together
in hig manufscturing centers pro-
duces problems new to Chinese
society. Living costs soon rise to
proportionately higher levels than
do wages, and discontentment fol-
lows, producing a soil ripe for agita-
tors. Chinese capital seems to be
slow to recognize the necessity of
taking advantage of the lessons
learned in Western industrial eom-
munities, in ite relations to the labor-
ing masses. On the other hand,
once Chinese labor is aroused and
becomes conscious of its power as an
organized unit, it is prone to make
unreasonable demands,

However, despite their handicaps,
the Chinese are gradually becoming
increasingly larger manufacturers of
pertain commodities which at one
time figures prominently in their lists
of imports. The principal items in
this connection are cotton goods,
matches, cigarettes, flour, cement,
canned foods, toilet articles, and
knitted goods. It stands to reason
that if progress in modern industrial
undertakings can bé made under the
very unfavorable conditions which
have obtained in this country during
the past two decades, far greater
gtrides are bound to follow in the wake
of internal political improvement.

A factor which lends an impetus
to domestic manufacturing is the
continuous accentuation of nation-
alism, carrying with it such a slogan
ag * patronize home industry.” Also,
under tariff autonomy, China will
undoubtedly do much to encourage
domestic manufacturing, China has
practically no old ideas nor machinery
in & modern sense to scrap, hence
ghe enjoys the advantage of being in
a position to take from the West the
latest and newest in modern indus-
trial developments as well as to profit
by the experiences, the methods, and
the ideas of Wesatern nations. _

The Chinese of to-day may be dif-
ferentiated from his forefathers, in
that he is receptive to modernizing
influences of all sorts. He not only
wants railways, motor roads, wire-
less and telephone communications,
airplanes, industrial machinery, mod-
ern banks, modern agricultural im-
provements, 8 modern judicial sys-

tem, and the latest in educational
and scientific achievement, but he

alao is ually being trained to
handle innovations efficiently.
Furthermore, the present National
Government is the best in a con-

structive sense that has been evolved

since the Revolution of 1911. r

]
)
E ' '.':l

L 1 ‘.. ; .u.

THE QOMMERCTAL TROBLEMS OF CHINA 13

Ik iz almost impossible, even with
the wildest stretches of the imagina-
tion, to conceive of the vastoess of
the commercial expansion which may
follow in the wake of China's recon-
gtruction, onoe the country has defi-
nitely launched upon a period of
peaco and order. China’s foreign
traide is to-day equivalent to three
dollars gold per capita, compared
with America’s eighty dollars. For
each one dollar per capita incresse,
China's total foreign trade will be
advanced four hundred million deol-
lars. :

In the interim—that is, while
China is attaining a fair degree of po-
litical etability, installing its needed
trunk railways and other means
of communication, developing ita
hydroelectric power and its mineral
resources, and revolutionizing its
agriculture, commeree, and industry
—would not the Chinese people do
well to encourage the foreign busi-
ness man and capitalist in further

advancing the country’s commercial

and industrinl growthi China is
to-tay comparable with the United
States of sixty or seventy years ago,
when it was so overwhe ¥ en-
grossed with its own in ofml}
lems and the development ita
internal resources that it had to leave
the handling of much of its foreign
trade to foreign concerns and to

depend upon outside capital for much

of ite internal construstion work.,
CHINESE Hmﬁuu.mn’l'
In its relptions to the forei

colonization on any large scale by
any outgide people.

As the epirit of nationalism be-
comes more general among the
Chinese people, there is manifest an
increasing  opposition to  foreign
interests in their country.  Will not
the general welfare of the Chinese
people be best conserved through
an intelligent discrimination between
those privileges enjoyed by foreign-
ers which atand as barriers to a
larger mensure of progress for the
nation as & whole, and those which,
while puperficially placing certain
foreign interests in a position of
advantage, in reality are destined to
be distinetly helpful to the country’s
greater advancement? May not an
injudicious gurtailment of the ae-
tivities of foreigners in China resnlt
in damage to the economic wellare
of the Chinese people, far greater
than any advantages which could be
gained thereby?! China represents

]
;
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14 THE QOMMEROIAL PROBLEMS OF CHINA

Americans in China. In New York
City alone there are nearly one
thousand Chinese restaurants—a
number far in excess of the total
number of American concerns in all
of China. The Chinese in the
United States are reputed to be
remitting annually to their home
country about thirty million dollars
gold, which is undoubtedly more
than the net profits on Amercan
business in China. Furthermore, it
must be bome in mind that the
people of the United States are
sending to China annually in support
of eonstructive philanthropic work
under the direction of four or five
thonszand of their resident nationals,
about ten million dollars gold.

The Chinese in the FPhilippine
Islands, the Dutch East Indies, the
Straits Settlements and other of the
South Sea colonies, in Australia,
and in other foreign lands, are
annually remitting to China a sum
aggregating, so it is estimated, up-
wards of one hundred million dollars
gold. There are probably forty to
fifty times as many Chinese resident
in foreign lands as there are Oeci-
dentals resident in all of China,
ineluding its so-called dependencies.

Forgtox Buaiwess Mex Here
CHomwa

The function of the foreign busi-
ness man in China is one of greater
importanece to the growth of modern
trading conceptions among the
Chinese people than iz usually
appreciated. There are those who
have looked upon the foreign trader
resident in China as a leech or
paragite upon the commercial strue-
ture of the country, exploiting the
Chinese people and their resources
to the detriment of the latter, Such
expressions a8 “He is taking the rice
from the bowl of the Chinese,” and
“He is not here for his health," as

applied to the foreigner in business
in China are often heard.

It may also be said that the New
York business man is not in New
York for hiz health, nor iz the
London business man in London for
hiz health. In other words, the vast
majority of business men are in
trade for the purpose of making as
much by way of legitimate financial
profits from that business as condi-
tions will permit. This, more oflten
than otherwise, involvesa the idea of
reinvesting certain of these profits
in expansion programs helpful to a
further extension of their trading
operations. He would be a short-
sighted business man who sought to
prosper at the expense of those with
whom he has his business contacts,
for his future success depends in a
large measure upon the degree of
satisfaction he can give those with
whom he does business.

It is the foreign trader in China
who is responsible for the rapid and
substantial strides which have char-
acterized the development of China’s
foreign commerce. It is he who has
done the pioneering work in China's
trade with the outside world. Had
the Chinese been so unwise as to
exclude the foreign trader from their
country, China's foreign commerce
to-day would be but a gmall fraction
of what it is. Most people will
admit that the more prosperous 13
China's foreign trade, the better it
is for the nation as a whole.

The importer resident in Shanghai
knows that the more satisfaction he
can give the Chinese dealers thmm
whom he puts his transactions, th
better assurance he has of their
continued patronage. The exporter
of Chinese products knows that the
more the Chinese producer and
intermediary profit by the transac-

tions he may have with them, the

greater are his chances for continued
3 by g 1R S ;‘
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business through these channcls.
The Chinese buyers and sellers are
far too shrewd to be pawns in the
hands of foreign business interests;
in fact, a thorough investigation on
the subject would probably reveal
that the Chinese have profited
pmpurt.innu]]y better in trading
transactions to which the foreigner
is a party than has the latter. At
all events, if these transactions were
not netting the Chinese trader a
profit, it stands to reason that they
would be of short duration. Thna,
as o matter of mere business, it is
distinetly unjust to acouse the for-
eigner of taking the rice from the
bowl of the Chinese. In reality, he
should be eredited with adding more
rice to this bowl.

Another important funetion which
the foreign trading establishment
performs in the interesta of the
whole Chinese people is in educating
the Chinese to the advantages
and the technigue of foreign trade.
The gradually increasing numbers
of Chinese concerns engaged in
direct foreign trade atteat to the
educational value of the foreign
import and export house in Ching.

ing nations all appreciate the
fact that if they would sell their
producta to another the
Iatter must establish markets abroad
for certain of its products. In other
words, in its final analysi
trade is

in variety of export products as well
aa in their aggregate value is due
primarily to the foreign trader who
came to China to ferret out products
which he might advantageously sell
abroad, Ching is a land of small
produgers. The Chinese agriculturist
might better be termed a gardener.
He cultivates intensively a small bit
of land, probably averaging less
than an acre a family. Furthermore,
over o econsiderable area of the
country, one will find great wvaria-
tions in quality of similar products.
In Chinese manufactured produocts,
the vast bulk is the by-product of
farm labor and ie of the handicraft
sort. Here again’ one finds much
differentistion in quality and pat-
terns.

Thus the assembling of large num-
bers of small porchases, the stand-
ardizing of great varieties of the same
eommodities, and the preparation of
these products to meet the demands
of the highly industrialized societies
of the West, are matters of much
concern to the foreign export mer-
chant. Because of the
trader, China's wood oil, prod-
uets, sheep’s wool, fl.'l:lgg
cotton, peanuts, vegetable ail, silk,

soy beans, bristles, antimony, tin,
earpets,

o
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16 THE COMMEROIAL FROBLEMS OF CHINA

cash advances. However, during :
the past few years, on account of the concerned because their country’s

difficulties in transportation and the

= ingly common. Naturally, this con-
pit dition militates seriously against the
P expansion of China's export trade.
The Chinese government has re-

cently installed in Shanghai a

seientifie research bureau for the
% ingpection, the standardization, and
the improvement of many of the
sountry's export commodities. This

burean iz staffed by twenty-five or

thirty technically trained Chinese,

educated abroad. Plans are under

way for the establishment of similar

bureaus in other trade and industrial

penters. Through the labors of such
organizations as these over a period

of five or ten years, provided they

are operated primarily to aid trade

and industry, and not primarily for
revenue-producing purposes, China's

exports could well
several fold,

be increased

IvronrTs VERsts ExrorTs

Through the growth of China's
export trade, the purchasing power

1 of its people is gradually expanding.
b In torn, China iz becoming an in-
- creasingly important market for the

aad products of other nations. Fifty

s years ago the bulk of China's impart

trade consisted of cotton piece goods

g and opium. To-day this trade is
S tenfold greater and comprises up-
' wards of ome hundred different

five hundred thousand dollars gold

:ﬁl‘
. ;i itemns, each aggregating more than
f in value. Through these inereaszed

imports, China is assisted in its
efforts to develop its resourees along

J. modern lines, thereby adding to the

: 'i wealth of the country and con-
gt eéquently increasing the productive
4 power _am-] the E capacity

| of the individual,
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Some Chinese seem very much

imports net about twenty per cent

:";' heavy tax impositions, demands for more than its exports, making for a
= “gpot” cargo have become increas- supposaedly coneiderable unfavorahle

trade balance., If cognizance ia
taken of the large snms of money re-
mitted to China by Chiness resident
in foreign countries, plus the eon-
tributions to foreign missionaries in
China, the cost of maintaining for-
eign government establishments in
China, and the remittances for
foreign investments in that country,
this difference is undonbtedly made
up. However, it would seem that
China could well have a considerable
actual excess of exports over imports
if internal conditions permitted
greater activity in the development
of the eountry's natural resources,

A matter of real concern to the
people of China is the importation
of foodstuffs. During the past ten
yvears China's imports of rice and
wheat flour have increased tre-
mendously. For 1829, the aggre-
gate total walue was more than
$200,000,000 in Chinese currency.
The factors contributing to the vast
increase in China’s importations of
foodstuifs are: (1) disordered internal
conditions which have limited the
area under coltivation and have
disrupted transportation; (2) larger
arcas of land given over to the
cultivation of the opium poppy; and
{3) heavy internal tax impositions,
discouraging the free flow of com-
modities. Thus the anxiety of the
Chinese people over the bigger hill
which they have to meet year after
year for imported foodstuffs is war-
ranted, 1 considering  the

fmtthntt'aiu&mndiﬁmﬂiﬁnh..

can well be remedied.
Even more disruptive of the eco-

nomic welfare of the Chinese P'&ulllﬂv
aggregating upwards of n-hmhf -

are the enormous sums of
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B ollars gold a vear, which
:;__EIE:;J]: .j'i_g,b“]"ﬂged Wpon ]Tlul!iliﬂ]"lil
of war, o considerable proportion of
which represents imported articles.
Many of the items which fall within
the category of munitions of war do
not appear in the uu.it..nma roturns
of trade, as they are imported on

ial permita,

ﬂP;‘iLuhli-ﬁgr}r and industrial and
seientific equipment are becoming
incmﬂl_ﬁiﬂg[}' E-i-EHiﬁﬂﬂnl' H.]:I:I.ﬁ.l.lg "_;-hﬁ
jmport items in China's foreign
trade. This equipment necessitates
the services of trained experts to
gauge China’s needs, to ssb it up,
and to educate the people in its
guocessful operation. The Ocei-
dental merchant in China also
performs & useful function to the
Chinese businesa public in fitking
Western commodities and mercantile
practices into the demands of a
society or environment radical]

different from those from wijjcg
these commodities and practices
emanated.

SPECTALIZED PERSONAL SERVIOE

The foreign importer in China is
becoming—more so each succeeding
year—an expert in certain specified
lines and is obliged to work in closer
and more intelligen

the essentials of the Chinese civiliza-
tion, is indieative of an appreciation
on the part of some of the trading
nations of the world of the necessity
for their representatives to make
closer personal contacts with the
Chinese people in order to insure a
larger measure of success in their
commercial relations,

Chinese business men are probably
not unmindful of the advantage
aceruing to the trade of their coun-
try in the lower interest rates on
money by which foreign trade is
handled through the intermediate
agency of the foreign importer than
would often obtain were the Chinese
merchant himself to finance this
business. The foreign trader, as-
sisted by the banks, carries imported
goods in warchouses for the Chinese
dealer, against interest charges much
lower than those generally current
in the country. Similarly, he
renders a valuable service to the
Chinese dealer or buyer in assumi
the responsibility for damﬂ
goods in transit and in effecting
adjustments for goods not up to
specifications,
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PamExceE axp Wispom NeEpeED

It is well to bear in mind that
the time element i= a necessary
factor in the consummation of the
great changes which this country is
undergoing. To iron out the kinks
in these readjustments iz a stu-
pendous task. It represents one of
the more interesting phenomena in
the whole history of the human
family, as it involves the welfare of
such a large proportion of the
human race and affects the destinies
of a people who represent the oldest
civilization extant.

There is the constant danger that
& handful of unprincipled promoters
or inexperienced enthusissts may
launch the country upon &
of reconstruction without first pre-
paring proper foundations, with the
result that the comntry may become
involved in a wild orgy of specula-
tive ventures of a disastrously
inflated nature. Thus the factors
in the present situation which are
forcing the country to move slowly
in its momentous transition are
probably not an unmixed evil, in
spite of the many ugly aspects
which they present.

China’s internal problems are tre-
mendons and will require for their
solution not only practical intelli-
gence but also much time, patience,
and sacrifice npon the part of its
people. Long after China will have
formally adopted certain ideas from
without, which are at variance with
some of its age-old institutions, we
shall see projected into current China
the influence of these old customs.
For instance, no executive mandate
nor parliamentary enactment ecan
speedily break down or quickly alter
'tii;;n.r-mmhjng ramifications of the

ly rooted family system. An
educated public opinion can in time
wear these down so as to force

certain unfavorable aspects of them
to give way to modernizing ideas,

There is a noticeable tendency to
scrap in & wholesale way the ideag
and the institutions which represent
the fruits of the labors of noted
scholars, able administrators, tal-
ented artists, and skilled artisans,
over many ecenturies of a rich eivi-
lization, with little regard for their
fitness or unfitness to the demands
of the new order. Thinking Chinese
are now coming to realize that the
cumulative experiences of the mil-
lennia of their richly unique culturs
hold much of precious value to their
future, as also to that of the world
generally.  However, to salvage
from the old China those things
which may dovetail in with what
Western eocieties may advanta-
geously offer, requires a high capacity
for intelligent discrimination, in
order not only to give to the people
the materials and the tools suited
to the needs of the new edifice, but
also to make these adaptable and
acoeptable.

CammA’s Porextial. CONTRIBOTION
o Worrp PROSPERITY

The majority of Westerners resi-
dent in China realize that their
welfare and prosperity respond to
the welfare and prosperity of the
Chinese people. China, covering as
it does great ranges in latitude, i= a
country of vast dimensions, abun-
dant natural resources, and a huge

population, for which reason its

people may be expected to be

visioned and big-hearted in -.::-

attituds tmi_'n.:da tl:iailr
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i tly momentous qt.ru;i:glr.--
world may rejoice in a
mhfl]ﬂ consummation of E._lulu
transition into a modernized politi-
cal, economio, Elld sovial H:;:tﬂ.PmA
i rogperous, -
wnll-u:: rglhﬁ:;a'llgpuhlin is far less
of a potentinl menace to the world
than is a disorderly, weak, poverty-
icken China. _
““A thoroughly modernized Alam.
will affer & new world of opportunity
in international trade probably
gurpassing that yet presented ‘hj
any other section of the earth during
all of human history. In the process,
the whole economie level of the
Chinese people will be raised to a
plane more closely approximating
that of the nations of the West,
thereby making possible a greater
community of interests between the
Enst and the West. The Occident
shonld not view with alarm China's
mniat“” 4 Epe evety ten cents in-
PEr capita earning capacity,

dollars inereased purchasing power.
As Wu Ting-fang once said, *
an inch to the shirt tail of every
Chinese and you will keep the cotton
mills of the world busy for a year
supplying the increased demand
oceagioned thereby.”™

Trade makes trade. What one
nation may do towards setting the
wheels of commerce and industry of
China in motion should be helpful
to all others who would aspire to
share in the greater prosperity
created thereby., The world in gen-
eral and China in particular have far
more to gain from a spirit of mutnal
codperation in ushering in the new
order than will either ome or the
other attain through a spirit of
mutual mistrust or bitter competi-
tion. It is inconceivable that a
people with the lth.u::.mn;ﬁn cultural
background and 8 did in-
herent qualities of the Chinese
should remain in a condition of rela-
tive international inferiority, nor is
it to the interest of the world at
large that they should do so,
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