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4ssistant Director for Research and ieports 23 June 192
U 1t Chief, Industrial Division

z%c)'zjlx}gvczmief, I/1P

Request of Mr. Awory for Confirming Information on Four Items dn
rana

1. Attached are summary statements of information in Industrial
Projects Branch files 2B)X(LXY topics which were subjects of conversation
between iir. Amory anc

a, Motor transport facilities and production in Tlientsin,

be Industrial develooment in Lan-Chow area.

c. Ixtent of Soviet technical aid to China industry.

d, Nature and purvose of the aming of small craft in Whampoa,

2. Mach of the information contained in the statements comes froa
documents designated "U,S5, Officials Only",

25X1A9A

% Enels,
{1listed above)

26X XA

23 June 1952
iistributieny .

/1 -1
ifiv -1
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SECURITY INFORMATION
e industrial Development in Lanchow ATEBe

informants who recently returred from the Chinese mainlend have
confirmed that since the outbreak of the Korean conflict, the Chinese
have been moving industrial plants from southern Manchuria and othexr
areas to the Northwest., Thay state thet the Chinese have changed their
nriginal industrial development plans and are now concentrating on the
construction of new piants in the inland provinces in anticipation of the
nossibility that they will pe foreed to retreat to the Northwest in the
avent of an atiack on the Chinese mainlandvrz;%

There are indications that Lamickow, kansu has been selected zs a
possible comcapital of Chira should the government find it necessary to
evacuate Peking. Purthermore, there is gonsiderable evidence of major
plans to develop heavy industry in Lanchow, and in the "triangle® formed
by Lanchow, Hsining, and Wuwel.

The froject in Lanchow 2/

The project, commencing witii bhe arrival of Russian engineers and
tecimicians in Septenmber, 1950, involves the division of the city into bhree
areas for construction purposes as follows:

The first area covars an ares ivom L he West Gate to the Niang=iiieng=iao
(Temple of the Lady) = six miles jn dizmeter. The construction of 2,000
houges was planned initially. The Russians, however, revised the plan, ine
creasing the number to li,000 brick, two-storied vestern=designed houses. A
larce, four-storied office huilding was also planned for this area.

The second area, covering kizo=-Tan-1ze on the north bank of the Ycllow
River, was designated asthe *cultural® area, Lanchow University (combining
the Northwest Teachers College, the Northwest ledical College, and the North-
yest arricultural College) will oe 1ocated here, together with facilities
ror student and faculty housing.

The third area, covering the largest territory, extends north from the
vellow River Bridge to Peach iirove, a distance of about fifteen miles.
Probably to be the new incustrial area, it is dirsctly across the Yellow
River from the housing area.

Since the beginning of constructionwork in September, 1950, the
number of workers has been steadily inorezsing. The majority of engineers
and btechnicians are Russiuns; the laborers are largely transferred from
various labor demps in the soutihaesiern provinces, supplemented by locally
dpafted labor. By November, 1951 more than 20,000 men wers employed on the
nroject.

By November, 1951 the housing construction in the first arez was complete,
Work in the second area, deluyed by cold weather, is expected to be conplete
by August, 1952. The third area is nob expacted to be completed before. the
end of 1952.
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SECURITY INFORMATLLS

Industrial Establishmentis recently moved o Lanchow!

7ipat Plant of the Shanghai Uovernmsnt Machine Mamufacturin: Plant,
Septenber, 1951 3/

Third Plant of the kast Ghina Feople's Pharnmsceutical manufacturing
Company, September, 1751 3/

Second Northwest China Arsenal (in the north suburbs), Wevember, 1951 L/
sotor Vehiele Parte lorks (prodaces carburetors) '3/,
Development of the Lanchow. »Hsining-Wawei *Iyispgle”

A speciel industrial area is being built in this area, The three cities
have been joined by hichways, and branch roads have been conafmmi? to the
various factories and minos in the triangle totailing 1000 miles.

industrial Establistusents in the ires, Hovember, }_ﬂ ﬁ/

Coal

 There are ap.raxinately 81 mine shafts in the area, employing 30,000
miners, and producing an estimated 15,000 tons of coal per day.

4 bituminous cosl distillation plant is icoated in Hsining. It is
reported to employ 1000 workers, and 60 Soviet and Japanesa techniclans.
Tha capacity of the plant is estisated to be 1000 tons of coal per day.

iren

Southwest of ¥sining are large deposits of 1imenite iron ore which is
claimed to be LO=-LS% pures 20,000 miners are enployed there, mining
500G Lo 6000 tone per daye

A few miles west of Haining there are four 50 ton smelters and two 150
ton furnaces. The construction of an additionsl 500 ton furnace was
expected to be completed by Jamuary 1952,

There is a (steel) smelter near Lachuk'on with a capacity of 500 tons
per day. The suelter employs 2000 workers, including some Soviet
advinors.

in addition thers is a steel miil using equipment brought from the
insben plant in Manchuris and from plants in Chunldng. It contains
over 60 furnaces and employs 3,000 workers, including 300 Soviet and
Japanese technicians.

mhere are also a number of small foundries which have been combined to
Foym horty Wworkshops, employing 2,000 workers. :
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A non~ferrous metels refinery is located at Hsinchan. It includes
geven plants and empioys 3000 - LOOO workers inoluding 100 Soviet
and Japaness technicians.

Power

There sre three power plants in the area. The first is located at
fn7n chan near the KansueTsinghal border between Yungtang ane lin Hoj
the second is located at Ho Chi, southeast of Hsining. The combined
ezpacity of the timee plants 1s 60,000 tof 70,000 KW.

The first plant received its squipment from Tsingtao and employs 300
workers. 7The second plant, having the largest genorziors, recaived

its equipment fros northest China in March, 1951. The third plant,

employing 200 workers, received its cg.l ment from the Slst arsenal

in Chungiing,

Choamissls

in acid mamifacturing plant is loeated in Ta Ch'uan, under the direo-
tion of Li Ch'angwyen, reported to be a former instructor at Fukien
tniveraity. It omploys 3000 workers and 200 Soviet and Japanase
technicians. Its equipment was obtained from north and northeast China.

The Hanidne plant of the Yung Li fertiliser company is reported to have
been moved to Mahuitzu near Lanchow, It employs 500 workers.

West of Lanchow thers is a factory producing sulphuric and nitric acids.

A plent manufacturing high exolosives and material for poison gas is
located at Hsinen'eng, north of Hsining,

Flectrical Eauipment

A heavy electrical equipment nlant is located at Tabtung, employing
2,000 workers. T‘he plant manufaatures large transformers, small genera-
tors, and various other items. In addition, one section, employing 600
workers produces radics and radic parts, Most of the workers and
equipment were transferred from Shanghal and Chungiing.

Iinduatyial Msehinery

In Fsinine and surroundine towns there are a number of machinery factories.
They include the Yi Ta, the Wu Fang, and the Ta Hua plants from Hankow

and Shanghai, Workers and their families, totalling 8,000 persons have
been transferred from the two cities.

Miscellansous

An oil prefinery is located at Yumen.
Large numbers of woolen mills, transferred prineipally from Shanghai and
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There ars slso coment fzetories and miseellaneous manufsecturing plants
nrodaeing such ibems as wet call batteries.

Armamants Plants

There are s mwber of armameénts plants in the area, equipped principally
with equipment received from Hussia. They are designated as Northwest
sdlitary Region Arsanals. »

Arsenal #l. Located ab Ho Th'iao Feng, the plant employs 1,000 workers.
omiencing nroduction in Gctober, 1951, the plant produces connon and
arsnition.

Arsenal #2. .ay ve located also at llo Ch'iao Feng. This plant repairs
BEARONS.

irsenal #3. Ineated atb Fienchuapso, this plant, employing 3,000 workers,
nroduces machine guns and ammmition. Workers and equipment were trange
ferred frox the Thin Line Arsenal, Hanking.

Arsenal #8, Locoted abt Trienttangszu on the Kansu-Tsinghal border, this
piont manufactures high explosivee and artillery shells,

arsenal 49. Also losated at T'ientlengszu, this ersenal 1s reported to
he present.iy producing rsw materials for dyestuffs. lThere are 500 workers
erployed and 100 Japanese and European adviséra., There are unconfirmed
reports that the plant will manufacture poison gas.

25X1A2G
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Extent of Soviet Techniesl Ald to Chine Industry

The number of Uoviel advisors In China is irequently cited as
10,000 concentrated wostly in Menchuris, North China, snd Sinkiang
in the centers of mining, manufecturing snd metal working industries.l/

We have three reportsgf beering out the estimate thet one or two
Soviet advisers are attached to sach industrisl plant, At the Anshan
Steel Worke & Russians were stteched to the technical staff in 1949 -
1950,

The Chins Yearbook (1950) reports some 6,000 registerad factories
under the following categories: metallurgicel, machlinery, matslvork-
ing, «lectricel manufacturing and chemiesl,

Based on this infarmation we believe it is ressonable to assune
that the 10,000 figure ie on the low side,

£ 1949-1980 report states that the level of competence of sdvisers
=t one Manchurisn nlent wvas judged by the source to be third rate, Be-
cause these men were considered to be the beat in China, scurce intle
mated that Hussla was not sending its top~flight techniecal men to the
Fer East, Soviet enginesrs, the source continued, are not placed 4n
noninal control of enterprises, but serve in an advisory27apecity.
Soviet suggestions however were usually taken as orders,

Interrogation reports of the ssme period on Manchurian Chinese
indicate Chinese animogity toward Soviet personnel, This was due to
Soviet attitude of superiority, advantagee enjoyed by Russisn officiasls,
Joviet mreferential treatment ~f Japanese and German technloisns, and
Commmist's fallure to live up to nromisea.ﬁ/

That this snimosity was stdll current and perhaps growing was sug-
gested recently by a member of the Indian cultural delegation who stated
that while China was employing "thousands of Kussian techniclans," Russians
did not generslly appear in public and that the government was "keeping
ther hidden from the common men,®
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