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T —— . SUPP. TO 0X1-HUM
THIS IS UNEVALUATED INFORMATION REPORT NO. 5 :

1, the lmportant uses for etlyl alcohol inm Chinme

. \
It 18 converted into scetic asid glacial; and used for industrisl solverts
(1e lacquer peink solvent) and for wedical and prermeceutical purposes, Dire
ing the Jepaness oucupetion 1t wes used as & substitute for motor fuxl, mixed
with eulpharic ather, bubt curreutly thls ig unnecsgasary, as mobor foel is
avallable,

2. | the large producEEEi{:::::::t:;47 ! estimate cf the total
production., |

(=) a11 major distilleries in Shanghat except the Farilmex Compeny snd the 50X1-HUM ™
Tung Chl (2 ep) Alzohol Factory cn Great Western Road have been shut down
elther vecause of machinery hreakdowns, lack of technicians, or both. [ |
no definite figures on the production capacity of the Tung Chi factory. The
Farimex Distilling Works is located at 751 Avenue Roi Albert and reported a
capacity of 700 gallons & dey in 1939 but now reports a capacity of 1200 gal-
lons o day due to the installation of improved machinery and enforzed Communist
lebor. (Farimex was formerly owned by European mechanical engirveers who super-
viged the rroduction, installation and fitting of the machinery.) Of possible
interest in this connection is the Far Eastern Oxygen and Acetylene Compsny
formerly French~ownsd, located at 200 Rue Zicawei. It is a minor producer

(700 gallons daily) of acetylene and oxygen for welding purpcses, This face
tory also has orders for C0p which it has been so far unable to £ill, Tempo-
rarily Farimex is filling them,

(») Plants which have been closed, but can e expected to be reschtivated when
and 1f production know=how increases are deacribed below: 50X1-HUM
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(1) The lsrges’ is Poubung Alcchol Distilling Compsny., | I
\ [ It was partially dismantled before the

Japsnese occupation end the machinery removed to the interlor.

It was able to produce approximately 4000 gallons per day.

(2) The second largest distillery was the Mei Lee Alcohol Factory situ~
ated in the Hongkew district. It bed a capacity of 1400 gallons per
day. | | 118 machinery was cbsclete| |
\ Industrial machinery 18 a scre subject in China today,osox,] _HUM
It ig next to impossible for the Chinese to produce good machinery,
even if they have the tlueprints for it: there are not enough skilled
technicians and laborers to accowplish it. In an attempt to alleviate
the situastion, clesses in industrial machinery and engineering are
being sonduczted by the USSR advisors, asslsted by Hungarlen end Czecho-

slovakisn advisors. 50X1-HUM
(3) The Burasis Chemical Compeny had a dally capacity of 70U gellons per
Yo | ‘ |
/
J
3¢ | ethyl. alcohol processed late acetaldshyde for the productlion of scetlc
8:1d

I | The Commuznist government 1s experimenting
with catalytlc processes, the experimental station iz lncated
behind Jessfield Park whers en arsa of perhaps £0 mow { approximatelglmm:-
10 acres ) is reped off. It is surrounded by & numboo feave; ghwrds
are stationed aut every gate. Within it are blg yards fur storage, end one
comparatively small building. This installation is next to the Dawalu Yesst
Factory (owned by Denish and (ermsn personpel before the Communiet goverument
took over). | lexperimentation in this fleld begen only two
or three ysars ago. "Comrads" (fuu) ling, the wmilitery ‘:n:mtrolilerT—L\
in Mey 1951 that the Com.unlst goverament wassox{-HUM
making acsetle acid glaclal but) was uwasble to
produce one, Nelther was exy aveilable on the open mArket, | |
| He claimsd to be a graduate of Yenching Unlverw
sity, but the nabture of his guestions about plant wachirery end the verious
chemical processes involved gave him sway even more then his appearance; 50X1-HUM
\ | He rpse fast in the Communist government and
is now in charge of the Buresu of (kbwmical Industries located
in Hemilton House. dovermment buresus change addresses qulte oIften and 1T
is possible thet they are now in some new locaticn,

b, rew materials commonly used for alcohol production|  |eritical

supply of this fermentation materisll |

Corn is preferred. Dried sweet potatoes, barley, sea-damaged rice (rice
vhich has been wet by seawwater and thus rulned for use as food), small
quantities of artichckes, chicory or any other agricultural product containe
ing starch, and in srvothem category - molasses. Wusih, about 100 miles from
Shanghail on the way to Nanking, 1z the center of corneproduction. Corn also
comes from Hankow, transporied by jurks. Sweet potatoes come from Ningpo,
in the south. Sugarbeet molasses comes from Harbin from the Halanke Sugar
Factory, It is very difficult to cbisin delivery in Shanghel owing to the
ghortage of freight spasce. Molasses|

| is obtsinable
in emall quentities from Canton from the sugsr refineries there but 1t is
very costly owlng to the fact that it must be transported by railrosd.
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! A1l of these materials ave needed for food and are in short supply.
However, they are reguisitioned by the government inesmuch as slcchol. is
needed for "medicinal" and chemical use.

" 5 alcohol ﬁs‘ed ' aB & motor fuel [ notor benzol

available for fuel in Shenghai ‘the situation elsevhere in China|

Enough gasoline 1s available, It is not of very good quality and is bad.
smelling (of sulphur fumes). But the supply -is sufficient to meke the use
of alcchol unnecessary. 4 small quentity of motor benzol is available, pro-
duced by the Shenghal Ges Company. | ‘

. — 1 , ‘
6. uses for fusel oil? - availeble in chimJJ

The Ferimex Compeny is the only Shenghei cowpany which produses fusel oll.

It produces 40 gellons a month. The other firms have continuous refining

stills (wherein there is no separation of fusel oil). Its primary use is

for producing emyl acetate for technical use (le solvent for lacquer pairts),.

A small quantity is used for flavoring (such as artificiel bansus oil), and

le algo converted into valeric acsld and 1lts esters, The price of flavorings

is high, and there is & ready market for 1t. ‘It 1s bought mainly by candy
manufacturers, minsral water menufecturars, end mskers of clgarettss and clgars.
(The sugur used with it comes from Polend and is aveilsble in large guentities,)
"Comrade"” Ling told | | that the government was importing large .50X1-HUM
quantities of fusel oll from Menchuria, He mentloned s particular shipment ‘
of 2000 gallons transported by reil. The Farimex Company formerly collected

ite fusel oll for two years, walbing untll there was a sufficlent quantity

for dehydratlon and refinement, The usual process consisted of dehydratlon

by calceium chloride and rgctification into the fractions of iscpropyl alcow

hol, lsobutyl alecohol end active amyl and iscamyl alcohcl., The reeldue was

not usvelly used, (There are still scme higher alcohols to be isolated but

Bince no use exlsted for them thev were not processed. In order to obtain
| them 1t would have been necesssry to inmstall a complicated vacuum type mechine

which would have been lmpossible to comstruct in China.)

Te ‘ weq@mg for caustlc soda, soda ash; bleaching pow-
der and hydrochloric ecid! _

\ the dyeing factorles use the
greatest portion of these producis For dyelng the regulation Commudist worke
men's wniform. (Only the military officlals wear olive drsb.) Caustic soda
is currently manufactured in Shanghel by the Yung Lee 8ods Factory. It is
produced in & very primitive way and sold in liquid, rather than the usual
solid form. The same factory also produces bleaching powder of aboub 50%
chlorine content., . In addition to ite use im the dyeing industry bleaching
powder is used in quantlty for disinfecting water and treating swimming
pools (there are still several public and private pools in uee in Shanghel).
Sulphuric acid, used by distilleries, ie produced in Shanghal by the Kiangsu
Chemical Works in large quartities, It has & technical quality of 98% (6€° Be).

[

8. '—\th"é major industries consuming the chemicals llsted above\ \

Government dyeing works, textilé industries, state=operated pharmaceutical
and medicel centers and hospitals, Fusel oils are parchased by small private

firms.

e lehemicals | |wade in Shanghai

| imported ]

No statistics sre availeble to the gereral publics if they are ever tabulated
at all they are never published amd inasmuch as 1t 1s impossible to make
| | inspection trips under the Communist government this guestion must be answered
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in the most general terms of rumor and guess. In these terms

all top quality chemlcals, and medical and pharmaceutical supplies are.
lmported. In many cases they are repackeged and sold under Chineese labels,
The supply is entirely inadequate. As a comservatlve estimate more than five
times as much as is available could be put to immediate use. [\

| several truckloads of acetic acld arriving in Shanghal,

|was packed in wooden barrels painted
red (a.n internationally recognized wey of packing this product). Bach bar-
rel coutaine 400 pounds. Other top quality chemicals are smuggled in| |

10. chemical importaf—\ \most lmportent with respect to Shenghai's chemi-
el induatrMTo China's chemical industry

Caustic sod.a 1s one of the most lmportant, for the textile and dyeirg indus=
tries. Bulphuric ecid, bleaching powlér and lerge quentlties of fertilizers
ere priority imports. There was & rumor in June 1954 that the government
was beginning to menufacture ammonium sulphate in a plant located nsar Nan~
king, | its capacity was nearly 10 tons a day (but

they are heppy if they cbtailn one ton per day). i )

11, textile processing chemicals| imported_into Shanghe,i“ e

\bleacmng powder, caustic
soda, acetlc acid and dyestuffs. Domestic production is insufficient and
because the supply is inadequete, the prices are out of aight., _

12. importa.nt d.yeatuffa produced dcmestically in Shanghai,

Bowe ca.rbon 1}19.;:1: is. being mad.e, but in small quantities only, Sc;me mineral

pigmenﬁs , sﬁch a8 chrowe yellow are being produced, but on an experimental

scale only, | |one | | was experimenting in this line aud 50X1-HUM
lg still there is a former flyer, half Chinese and half

Jepanese. He 1s called Wu Halaowchieh \ 50X1-HUM
\ Before his experimentation with chrome yellow Wu spent some .
time in Jail being questioned in comnectlon with an explosion in a cellulose

nitrating plant he had worked in. Because of the bad safety precautions,

explosions of thils nature are common in China, and since the Comwunists

elways need & scapegoat, some employee 1s picked out for the bearing of

the bleme, Wu's friend (fnau) Liang, a former newspaperman and teacher of

Jomirddlism is helping him with his experimentation, Aeide from these sma"l

efforte, there 1s no important activity in this field. Sde

13, the Tien Lee Nitrogen Works| ] .
princ.ipal produats produced dailyL L 50X1-HUM

\

] \j‘is factory/
can pr roduce only a fraction of the fertilizer required by the Chirese
government and| it does not work with explosives or nltrating processes.

. [ | chemicals| |exported|  from Shemghei | |

\

—

Chemicals, with the possible exception of China wood oil, are not exported
in quantity from China. (Chine. wood oil has been expoerted for years to Hong
Kong on the barter system.) Some coal tar products produced in Mukden are
exported, Probably there are some by-products of the oill Industry curﬂﬂy
being developed in Sinkiang province which are being exported.

a sample of some paraffin produced in Sinkiang jwas as
yellow as ember, of very poor guality. | |

I N \
15, " |the Shanghsi Gas Works| ' — 1 \

i
-
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~ __1In November 1952

)

- |
[ 71t ves heavily guarded everywhere. It was necessary to pass
& sentry box, and in order to do so a previous arrangement had %o be wade

| The daily production was & carefully guarded

secret, They were producing naphthalene fractions for use in disinfecting
peint (coal tar paint). Very often the residue was thrown into the river

(there .is no good use for it).

the importance of Shanghal 8s & chemiw

cal production center

Bhanghs | T

, - [1s the only chemical pro-
duction center of eny importance in Chinma., It 1e elsc ‘the centsr of light =
industry, such as it 18, In each field, Bhanghal "wears beby shoes." Pro-
dapdlon techniques ate in thelr infancy. Work is crudely dons, efficiency
is low, The leboring element hes taken control of the factories away from
menagement with inevitable results. ' 50X1-HUM

the State Pharmaceuticel Plant No 3 in Shenghai |

I " The plant
is apparently uneble to produce first quality medicel and pharmaceutical
supplies. For instance, liver injections produced by this plant which should
contain 10 international units of active Vitamin B Cowplex,; contalus only one
unit. Therefore the patient must subwit to 10 of the very painful injections
to obtain the benefits he would normally receive from one, aid a hundred
injections instead of the usual ten prescribed for patients suffering from
anemia, Most doctors therefore prescribe imported pharmaceutical products.
There have béen seversl unfortunats yesults from enticholera serun, governwente
produced and distributed, Several children died from one batch. A dentist

was eble to save his own son 12 years old in the nick of time by S0X1-HUM
injectlons of imported.penicillin,

chemicel producers in Shanghei|  |acquired by the government
government control individual producers\ . 585i{jhﬁ%A

(e))  khey ave all comtrolled. Although the constitution does not outlaw

private enterprise; the Communists Lave taken over all of these businesses
through one ruse or another, | the 50X1-HUM
constitution currently being drawn up for ratification in January 1955

will prohibit private enterprise of any kind.

(b) The most common weys of taking over an enterprise are:

(L) Through dominstion by the labor union. All workmen are obliged
- . to belong to the union, whose elected spokesmern then requires the
owner to provide office space snd meals for one or more high level
unlon officilals (actually they are labor bureaucrats). The officilels
then post a schedule for required indoctrination. In most factories
classes meet for two hours before the working day begins and for two
hours afterwards, To wiss one of these classes involves severe
puriishment; the laberer can be dismissed for non-attendance and
will be automatically blacklisted for employment elsewhere, There
have been some exceptions, when low communis®t officlals have been
related to workmen and have closed their eyes to absences;, but these
seem Lo occur on & low level only; the higher echelons of officialdom
are stricter, Wages, working hours and sociel provisicns are dice
tated by the union bosses. No appeal is allowed the private owner.
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If there is any question or resistance on the part of an owser he ig

likely to be forcibly detained in his offices or in the offices of

the labor bureau for asg 1ong as 10 days. Thils haes harpened to several
One| '\ Maris Hangi, Shanghel representative of

the |  |medical supply firm |was detained ingyyq HLHW

her offices for two days and nights while negotiations were teking
place for the zlosing of the branch. The workmen asked an enormous
amount of seversnce pay. The government regulation requires that
the owner:pay three months! salary as severance, vut it is rare

that. the unions'® members are satisfled with only three months salary.
firm\g_jhad to pay one month's salary for eech ysar the

laborer had worked, in addition to elght momtbs' salary per men, 50X1-HUM

(2) Another weans af control is thraugh the assignmsmt of & military

. . controller to the premises. This officisl is usually accompanied
by & technical -expert, The controller takes over the financial end
of the husiness ‘and the techniclen supervises wachinery snd labor,
Bank records, bocks and sefes are lmmedistely sealed by the ¢one
troller. The ‘techtinicien' Yrings in his own men and essigns them

to strateglc factory positions, 50X1-HUM

efter the Communlsts tock over|  |four political men were. .
asslgned to each 10 wen employed, to watch and report on their
ections and reactions. The controller and technician then take
over the best offlce space end begin thelr recrganizaticn of the
factory on communist lines, The owner is relegated to scws small
cloget somevhere and 1s usually most happy to aruept whatever he

is offered by the Communists for his property. ... .. ., ool

A3 If nﬁi+her of the above contrels is considered adsquate, a tax
. bursau- represantati«m arrives and demends to see the company books,

*i;gaﬂoffiﬁe gpace 18 requisiticoned and all records sre opened o him,

., He then proceeds to fird texsble flaws in bocks and records until
he haes whittled down the cash surplus sufficlently to ruln the
business, - Durlng the course of such machinations; no shipment can
leave the factory watil the tax representative has inspected, sealed
end stemped i1t, Inaswuch es he is free to come and go as ke likes,
there have been meny instances of work stoppege for wonslderahble
periods until such time as the tax officilal has declded +o remppear
in his office, or if there, *o seal and release the shipment.
Technical representatives who are often in utter lgnorance of the
machinery they supervise, have been known to put entire plants out
of commlssion by speeding up the revolutions per minute of meachines
which are obviously not designed for higher speeds, and by making

. other easily avoidsble blunders. Hard won efficlency in the chemi-
cal production £ield hes hit a new low with communist supervision.

Market prices of chemicels | |

Acetic ‘Acld: In January 1951 imported acetic acid could be obialned for
JMP$O500 per pannd. In Mgreh 1954 the same acid cost JMP$38 thousand
(equal to US§l on the black warket). The locally made varlety was
market listed st JMP$27 thoussnd but none was available. . Even the
imported variety at JMP$38 thousand was scarce, , One of the last
remeining private chemical producing plants was bmying at JMP$50
thousand per pound from the locel Utopia Chemical Leboratories,
located in the Hongkew district. The quality was adequate (it was
obviously repackaged, imported acid).

Sulphuric Acid- In 1950=51 sulphuric acid made by the Kiangsu Chemical

Works cost JMP$2500 per pound. In March 1954 it cost JMP$3500.

1l Acetate: In January 1951 the chemically pure gquality was obtainable
at JMPJ40 thousand per pound. In March 1954 the same quality cost

$80 thousand.
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Ethyl Acetate: In January 1931 the pr_s,e per pound was JMP$21 thousand.
In 1954 it was doubled: JMP$L2 thousand. This price was for the
technical quality (usual.a.y 4iC% cheaper than the chemically pure
quality). '

SECRET/US OFFICIALS ONLY

.;7‘.,

Orange Oil, Common: There was almost z0 cargo on the merket in March 1954,
0ld cargo, which was sometimes spolled, cost JMP$70 thousand per pound.
(Exchange rate was then JMP$2k thousand to US$L,the black market rate
from JMP$33 thousand to JMP$LO thousand.) .

Orenge 0il, Good Qualitys ‘In March 195% it zost JMP$60C thousand per pound.
Sellers pald 20% tax. .

Orange. 011, Terpeneless: - In March 1954 the price was u"MP$2 800,000, approxi.
The US current price 1s $60.)

Lemorn Oil, Common: In March ]95’-1- the . price wag JWIP$50 thouesnd per pound.
(It was usuwally apoilei.)

Lemc:n Oil, Good Quali’ﬂ. Merch 1954, JMP§500 fhausa.nd.

Lemon 0il, Tez‘pemless. Maxch 195k, JMP$1+ 800,000,

50X1-HUM
(The ebove prices,[ \are listed in ‘the Pharma ceutical and

Chemical Gulld Price List puvlished in December 1952. This llst was still

in use in March 195%. Since there sre no cheracters in Chinese for the

different oils, they are listed in English.)

Alcohol: In Janmuery 1951 $€% aliohol was sasily obtaineble et JMP$7 thousard
per pound. Shortages Wegen to develop in that year and at the end of
1952 the price had ciimbed to JMP$28 thousand, In March 1954 the price
dropped-to JMP$L3 thouaandg

Amyl Aleohol,. Rectified: In March 1954 1t wes obtainable at JMP$S0Q thousand
rer pound. - :

Fusel 0il, Hydrous: March 195%, JMP$L8 thousend per pound.

Liver Injection: | 50X1-HUM
| The locally made government-produced
ampoules {1 cc contelning one internstional unilt of active Vl’tamin B
Complex) sold for JMP$10 thousand per 10 ampoules. :

Gasoline: In March 1954 one liter cost JMP$LS thousand.

Iridiwn Alloys: An alloy containing platinum and iridium made into ballpointa
for pen manufecture sold st JMP$S millien per ounce. (Bach ounce con=
tained approximately €000 ballpoints. Great guantities of these pens
sre manufactured in govermment fsctories. The point is welded onto
the nib of a cheap pen and the nid is split. The pen sells for
approximately US$.50 - they are of very poor quality.)
. 50X1-HUM
2l. Imported medical supplies smuggled through are very expensive and
their well-known superiority to the local products nettles the local health
authorities. For example, between Jannary sand Merch 1953 many doctors in
Shanghai prescribed Rimifon, a patent medicine made by a well-known 1:| 50X1-HUM
firm for the treatment of certain types of tuberculosis. Results from use
of the drug were so good that its fame spread rapidly and countless Chinese
were getting it sent to them in Shenghai by friends and relatives | | 50X1-HUM
L In March 1953 the Department of Public Health in Kjangsu Road in
Shanghal issued a pronouncement that Rimiforn had been found ineffectlve
against tuberculosis and that importation was henceforth prohibited.
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[ \some of these drums'
1946, 1947 and 1948, The price Ts high, oOne

50X1-HUM
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Individuals were forbidden to recelve small packages of it from their friends.
At the end of six months, without explanation, it was officially pronounced
efficacious again., This is typicel of the current whims of the Department
of Publie Health.
R 50X1-HUM
A supply of [ | stainless steel drums of the type used in the transport
of chemicals is currently being sold to the, manufacturers of bicycle frames
(they are cut up end made into steel tubing and are in great demand),
- (were probebly left-overs from 50X1-HUM
ne drum of approximately T0-gal=-
lon cepacity sells for JMP$8 million, R

Another government-operatéd light industry of some lmportence is the manu-
facture of radio microphones ard :loudspeskers. Tubes in the finished
product are ususlly smuggled in[ . SBome sewing

machines are algo being menufactured, S0X1-HUM

=ende-

50X1-HUM
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