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T SEANGHAT 'S INDUSTRY AFTER THE LIBERATION

Wu Pen-oﬁia

1, THR COLONIAL CHARACTER OF SHANGHAT 'S INDUSTRY

It has been often said that China's industry is an agsembe= é
ling (1.0, assembling me.chinery end machine parts imported from
foreign countries) and febricating (1.8, making finished pro=

duobs from imported semi-finished goods) industrye This points

out unmistakably the colonial nature of China's industry, eBe |
psoially Shanghal's industry. In faot, in recent years Sheng=

hei, a large oity with more than 10,000 industrial plants and &
population of 5 million, had served as & major oubpost of im=
perialsis® expoloitation, Since the later years of the Ching
Dynasty, Shanghal has been brutally exploited by the imperiale

jst countries and their comspirators == the buresucratic capitale
ists. Due particularly to the destruction inflicted on the
national industry in Shenghai by the resctionary Kuominteng,

not only were the basic industry materials such as wood pulp for
paper industy, gteelealloy for the menufacturing of‘household
untensils, raw rubber for rubber industry, high=quality naphthalene
for menufacturing dye, etc., dependent on foreign supply; but

agricultural products used as basic industriel materials, such as

wheet for the flour industy, cotton for the-hék;ile industry, wool

i
i
|

for tha.woolen goxtile industry, etc., as & consequenace of insuffie=
olent domestic supply as it was in the ocase of whaat‘and cotton or
as e oconsequence of erroneous’preferenoe for foreign goods as it

was in the oase of wool and tobaéoo. All these indicate clearly the

colonial character, the {nherent weaknesseg and‘the dependence of
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SHANGHAL 'S INDUSTRY ATTER THE LIBERATION

Wu Penwchie

i 1. THE COLONIAL CHARACTER OF SHANGHAT'S INDUSTRY

It has been often seid that China's industry is an assemb-
ling (i.e. assembling mechinery and machine parts impérted from
! foreign ocountries) and febriocating ‘(1ees meking finished pro=
| duots from imported gemi=finished goods) industry. This points

out unmistekebly the colonial nature of Ching's industry, eB-

A pecislly Shanghal's 1ndustrf{. In fact, in recent years Shang=
hai, a large olty with more than 10,000 industrial plents and e
populstion of 5 million, hed served as & major outpost of ime
perialsist expoloitation. Sinoce the later years of the Ching ’
Dynasty, Shanghel has been brutally exploited by the imperiels {
154 countries and their conmspirators == the bureaucretic capitale |
ists. Due particularly to the destruction inflicted on the

netional industry in Shanghai by the resctlonary Kuominteng, i

not only were the basic industry materials such as wood pulp for

peper industy, steel=-alloy for the manufacturing of household

untensils, rew rubber for rubber industry, high=quelity naphthelene ,
for manufacturing dye, etc., dependent on foreign supply; but

sgrioultural products used as basio industrial materials, such es

t wheat for the flour industy, cotton for the f-rbéffs‘zpk‘ile industry, wool

for the woolen bextile industry, etc., as & eonsequence of insuffie

olent domestic supply &s it was in the oase of wheat and cotton or
as & oonsequence of erroneous preference for foreign goods as it

wes in the omse of wool and tobaoéo. All these indicate clearly the
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of Shaghai's industry.

It was for these reasons that Shanghel was confronted with
meny diffioulties in the period immediately following the libere=-
tion., However, these diffioulties can pe overcome, inoluding the
new and many possible diffioultiles fron internal or external sources.
In fact, Shanghai's eoonocmy has taken a basic turn for the better
gince it survived the most trying months of June and July of last
year and also the first half of August. It took another change to-
ward s new stage of development after the violent price fluctua=
tion in November 1949 and the alr attack which occurred on 6 Febr=-
uery 1950, Events of the past 10 months show, “that Shanghai's in=
dustry ls now undergoing & baslc change from serving the few and
being dependent on foreign countries to serving the people and being

gelf-suffiolent,

As & matter of fact, the above=mentioned industries which de-
pended on foreign countries for rew materials are now doing whet
they oan to find new sources. For instance, stete-owned and privete
woolen textile firms have established a joint purchasing orgeni-
zation to purchase raw meterials in the interior of Chinas the paper
menufacturing industry is meking experiments on paper pulp production;
the Division of Industry of the Fast Chine Govermment is plenning e
paper pulp plant in Chun~kisng; the steel company in An-sghan hes de=

veloped thin sheet steel to replace ferrous sheet steele=alloy for
the manufecture of househpld,untensilé; the cigarette manufacturers
are now trying to use as.much domeaﬁic tobaoco a8 possible, © All
these are evidence that after ‘the liberafion, Sh%@hai wﬁ5'reborn

and has laid new foundations for future devalo@ment.
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I, FROM RECOVERY TO NEW DEVELOPMENT

K : |
In the bettle of Shanghai, beocause ofthe swift arrival of

the People's Riberation Army and the protection:of the plants by

. the ‘brave worker, except for the state~oﬁned Chine Textile Company

No B, whioh wes destroyed completely when the enemy demolished its
neerby bridge, and the privately~owed FueFeng=lung Flour Mill,

which was also completely runined, the rest of the industriasl plants
remained undemeged. The six public utility industries (elsotric
lighting, telephone, coal=gas, water supply, street car, and bus)

did not e suspend service for even a_single day.{ On the very

day == 27 May -~ when Shenghai was liberated, all China Textile Comp=
any's mills resumed operation. Plants formerly belonged to the
Netionnl Resources Committee also gradually resumed production on

a later date as a result of the Governments policies of "teking

over swiftly, confisoating carefully, end interfering patiently.“

The liberstion of Shanghai has enable workers in the state
enterprises to reise thelr political awareness and has oreated &
new sttitude toward their labor; they have developed their en=
thusiasm for work and have ocultiveted their inherent creativeness.
Consequently, production efficlency has been increased end economy
realized. For instanoce, the productivity of e spinning mill in a
20-hour period per spindle in torms of 20's cotton yarn wes 0.883
pounds in Mey 1949 preoeding the 1iberatlon, but inereased to 0,965
pounds .in December 1949, and to O.BGQj;LﬂJ:nuary 1960, The pro=
duotivity of weaving mills‘glso‘showed_increases."In 8. 20=hour

period and in terms of 12-pound fine cloth, a Wweeving mill pro=-

dused 58.9 yards in May 1949, 88.7 in December 1%@@, or an ine

orease ofVB-parcentv[sic ]y and 88,7 yards in Januery 1950.‘§r‘an ine

%@ R @T“‘“@“
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orease of more than 60 peroent over the preceding record. The
breakipg rete deoreased to 4,1 peroent, & BO=-paroent deoreease
compared with the average breaking rate of 8‘psroent in 1948,

A bale of cotton yarn now requires only»401 oetties of ootton in
oomparison with 410 cattles in May 1949, showing a saving of 9
oatties per pale of yern., As to volume of production, Shanghni
produced 306,204,3 bolts of cotton o;otha, and 16,432,90 baigs of
cotton yarns for Mey 1949; but it produced more than twice as
much as before in Jamuary 1950 with 699,436 bolts of cloths and

32,061 bales of cotton yarns.

The stesl industry, which almost ceme to & standstill under
the Kuomintang regime, is now meking good progress. Due to the
expansion of transportation faoiliﬁgea and the increasing demand
for steel, the steel mills of the 23 public and private steel com=
penies are rolling egain, Despite the price spiral of last No-
vember, more steel mills are operating, while some individual
gteel companies are better off than beforé. An example is the
Shenghai Steel Company, which is owned jointly by state and
private investors. Due to the inoreasing zeal on the part of the
workers end to the demooratic management, the first steel plant of
the Shanghai Stleel Compeny. produced more than 1,000 metric tons of
gtesl from &4 January 1950 to 13 March, or en inocrease of 8.5 per=-
cent over the orig;ﬁal tergets, ‘Thia also exoeeds the total pro=
duction for last years (3t operatsd only 4 months lest year.)

The Company's seocnd plant produoﬁed 603 metric tons, & 20,6 per=-
oent over the original tgrget. Its produoﬁion declined in Feb-
ruary 1950 @ue to a lack of power supply resulting from the air
attack, However, its output jumped again in Marohs by 29/Mareh

it had producsd 664 tons of steel, & 28 peroent'imprp#eménﬁkon the

b
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T original stipulated amount. The Compeny's third pldnt had an

output of 1,014 tons in January‘and February es uompafed»with the

original target of 800 tons, It planned to produce 380 tons in
Marehy but its production reached 423 +ons by 21 March. No£ only

has production shown increases in thesé plants, but their machinery

and equipment have also been expanded. For instence a new 2=ton
furfigee has been added to the Company's first plant, a medium size
steel mill to its second plant, and a large steel mill has been
repaired in its third plant, It is predicted that when these newly
edded or renovated instellations begin operatlﬁg in June this year

steel output will inorease 3 times and cast iron 6 times over pre=

vious periods, . i

a The recovery and re-development of private industry is

attributed to-the government's &ll-out support, In other words,
had the government not purchased the f‘inishec}‘broducts in the
early days of Shanghai's liberation, the long=paralyzed Shanghai
industry would not have recovered; had the government not ene
couraged the textile mills by rushing ocotton supplies to the pro=
duosrs and by lifting import duty on cotton, the textile industry

of Shanghai, which at that time had a stoock of ocotton only sufe
ficient for half a month's use, would have closed down; had the o !
government not rapidly restored tranpportation and provided better )

conditions for the ciroculation of goods, Shanghai's trade would

have been strangled, 1In short, govermment support has put private
indusﬁry back to normal operation and enabled it to forge ahead,
This is indicated by the inoreasing mumber of plants whioh have -

resumed operation every month, Aoccording to data compiled by the

-s-
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Joint Asgoclatbion of Shanghei's yerchents and Manufactures, the
number of firms resuming operation in peroentage of the total nume

ber of firms in individual 1ndustriés are as follows:

July 1949 Deceomber 1949 ‘

(Percent) (percent) i

Steal industry 44.4 8647 %

Machine building 2040 9144 E

Tlectric Equipment 44.4 79.3 '
Rubber indusbtry 58,0 ) 7.5

Blanket and Towel 31,0 (August) 84,0

Household utensils ~ 550 60,0 i
Thermos bottle 14,3 79.6

Paper manufacturing 5040 86.1 ‘

The monthly inorease of industriel electricity oonsumption asde;
indicates that Shanghei's industry is recovering and moving aheads
The Paper manufacturing industy is leading in this respects its
power consumption in September 1949 wes 5 times as greet as in May
1949, and that in November 1949 wes 3 times as great as in May 1949,
This shows that people are now more jnterested in ocultural aoti‘vitiés. [
The machine~building industry, which met with many diffioulties under ,
the Kuﬁmintang regime, has inoyeesed its power consumption 3 times l
over the previous period as & result of government support and pur= J . !
chase contracts. Power conaﬁmption,for otherindustries such as

textile mills, flour, rubber, and -others jnoreasaed 20 to 200 per=

o_ent.

- 8-
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A
SHANGHAI'S INDUSTRIAL POWER CONSUMPTION, 19L9
E (Unit: Watt/hour)
Industry By June July August September October November
Cotton Spinning 17,131,67k 18,585,699 15,184,478 13,090,791 16,160,972 1,137,000 20,567,000
Cloth Weaving 2,331,39k 2,217,562 2,474,179 2,703,528 3,136,375 2,375,000 3536l1,000
. Paper ’ 517,0L5 1,047,053 1,085,25, 2,178,896 2,799,823 1,515,000 1,847,000
Machinery L9k 5363 523,078 82l,519 937,7L5 1,029,578 1,020,000 1,453,000 7 |
p}our 543,790 308,208 1,272,760 2,612,123 1,920,L6k 1,667,000 1,026,000 E
| %, Wool weaving 639,000 661,000 612,000 608,000 636,000 582,000 863,000 %
l L Rubber 392,558 582,788 662,665 649,705 663,907 621,000 766,000 gi;
% ; silk D 6,475 260,497 235,419 193,320 207,615 193,000 22l;,000 E
Eﬁ’; Vegetzble oil 105,830 157,642 292,149 397,866 323,588 914,000 109,000 f;?
§ Cigarette 109,789 132,870 21,350 2l4y,508 187,721 167,000 222,000 %
o : —
FeR
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III, FOUNDATION FOR RECOVERY AND DEVELOPMENI‘
I

One of the basic fao‘oora whﬂ.ch haa successfully led Shanghal's

‘ induatry toward recovery nnd de‘velopment 45 that the revolutionary ‘ : o
force has wiped out of Chine the imperielista' influence, the Compra=

‘ dor capitelism fostered by the imperialis’oa , and feudallsm. Had

" these imperialist and feudgiist elements . not been wiped out,
Shanghai's industry probably cowld have barely survived or could

have made only limited and uneven progress. Tn order to describe

how Shanghai's industry hes recovered and is on its way toward

future development despite a shortage of dapital and raw materials,
and despite the absence of a strong market demand for industrial

goods and many other difficulvies, some concrete illustrations

should be presenteds

(1) Commumnist policy with regard to cities has contributed
much toward the rapid recovery of Shanghai's industry. In essence,
the Communist city regime did not in;r,erfere too much with the city's
industry. Mr. Iiu Shao-wen, head of the Light Industry Division,

when he took over the China Textile Company said !t.he followings

"A11l participating delegates and employees shall unite as one to

make this industry grow. Henceforth, all employees shall maintain
their former‘poaitions and keep the same salaries, Every employee

will from now on stick to his job and perform his work contentedly."

Thus under the policy of "aking over swiftly, confiscating
carefully, and 1ntarfer1ng patiently" all industrial plants which

were taken over. by the govermnent have resumed production x'apidly.

(2) Shanghai's 1ndua’orial ‘recovery 1s also ‘c.he result of

loans provided by the People‘s Bank and support given by state

o T T R R T
£
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enterprises, According to s‘oatisfica available, "c,he lPeople'é Bank
made Loans to the state-owned enterprises amownting to 29k,250,000
yuan in June 19L9j 2,503,950,000 yuan in Julyj 3,367,910,00013’“51'1
in Augustj l,L5L,720,000 yuan in September; 7 »332,570,000 yuan in
Octobers and 23,312,930,000 yuan in November, Loans to the prie
vatelywowned industrial firms amounted to 1,983,‘51‘0 ,000 yuen in
Juney 7,237,980,000 yuan in July; 1!),,2)40,8140,000 yuan in Augusts
21,8651,140,000 yuan in September; 29 191,290 000 yuan in October;
and 72,855,590,000 yuan in November.

The Batik of China made loans totalling 1,160,000,000 yuan
in August 1949 L,011,210,000 yuan in September; 7,030,400,000

yuan in October; and 8 ,h5’3 »390,000 yuan in November,

The Bank of Communications made loans in November, the
very month it resumed business, totalling 1.2 billion yuan and
270 thousand units of subsistance allowance. In order to render
agsistance to the chemical industry during its months of de-
ptxv'e’ssion, the Bank of Communications made commodity morftgage
loans to the éhemical manufacturing firms and purchased their
products, Thus it purchased 42,000 barrels of sodium sulphide
worth 780 million yuan, and 2LL Earrels of ammonium sulphide
worth 180 million yusn, The former is made of saltpeter which
is produced in wintex' and: apring and must be stored in-sufficlent
quantities in ord.er to kaep the pla.nt. in operation. The -govern= '

ment purohase oi‘ annnonium sulphide was: mainly ‘the result of ’oha

slack market.

From what 'has been meﬁtione‘d' above it is obvious. that t,ha

to‘oal amount of loans is mcreaaing by the menth; the botal amaun’a

m TG
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enterpfisaa. According. to statistics a}fgilabla, the People!s Bank
made loans to the state-owned entefpri‘séd amoﬁnting to 29L,2590,000
yuen in June 19493 2,503;950,000 yuan in July; 3,867,910,000 yusn
in August; LiyLiSliy 7 20,000 yuan in September; 7,332,570,000 yusn in
Octobery and 23,312,930,000 yuan in November. Loans to the prie
vatelywowned industrial firms‘ amounted o 1,983,540,000 yuen in
Juney 7,237,980,000 yuan in July; 1&,2’40,8&0,00'0 yuan ‘in‘Auguat; '
21,851,140,000 yuan in September; 29,191,290,000 yuan in Octobers
and 72,855,590,000 yuan in November, "

The Bank of China made loans totalling 1,160,000,000 yusn
. in August 19493 L,011,210,000 yuan in Sepfember; 7,030,4400,000
yuan in October; and 8,453,390,000 yuan in November,

The Bank of Communications made loans in November, the
very month it resumed business, totalling 1.2 billion yuan and
270 thousand units of subsistance allowance, -In order to render
assistance to "c.he chemical industry during its months of de-
jﬁ‘esaion, the Bank of Communications made commodity mortgage
loans to the chemicel manufacturing firms and purchased their
products, Thus it purchased 42,000 barrels of sodiun sulphide
worth 780 million yuan, and 21k bérr'els of ammonium sulphide
worth 180 million yuan, The former is made of saltpoter which
is produced in winter anci apx;i‘ng and ‘mist be stored in- gufficlent .
quantities. :Ln order to keep the plant in operation. The govern=
‘ment purchase of ammonium lulphide waa malnly the result of ‘the

slack market.

Fron what has been mentioned above 1t is obvious that bhe

total amount of loans is increasing by ‘the v”mon‘ﬁh 3 the total ‘amount
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éf 1oans to state enterprises in November is 8 times greater vhan
that in June, while the total amownt of loans to private business
in November is L times in ex.qeaa of that in June, These loans |
have increased the rate of capitel turnover and thus rendered

great assistence to industrial production,

‘ While the bank credi‘os, given to ,privéte énterprisea have
facilitated industrial production, the distribution of raw meteri=
als and the signing of marketing contracts initiated by the state
enterpﬁsé have also contributéd a good deal to proguctions Lest
October when: prices of imported goods went up, the statewowned
importing company . distributed to private enterprises about 600
tons of rubber, hence lowered their production costs and golved
the problem of the raw maf;erial supply. On the other hand, the
signing of ‘marketing contracts between state enterprises and pri=
vate enterprises has assured pi'ivate enterpﬁsés of a sﬁeacty mare
ket and stimilated thelr capitel tumover, Taus the state~owned
Shanghai Prading Compeny and the Cotton, Yarn, and Cloth Gompany
gigned a geries of marketing contracts respectively with the
Number 2, 5, end 9 planté of the Shen~hsin Textile Company, the
Ho=-feng ’i‘rading Company, the Heng-feng Yarn Company, and the
Ying-hsiri Ohemical Company. Processing contracts were also signed
between the Cotton, Yarn, and Gloth Compary and some dyeing firms
in Shanghai, from last Septamber to Dacember ‘the Company signed

proceaaing contracts with 45 dyeing and weaving firms involving

- the weaving of 268, hhl bolt.a oi‘ cloth and the dyeing of 106,209

bolts of cloths Beginning in '1950, more processing contracts
will be signed} by now about 30 firms heve signed processing
contracts with state enterpriaes.

,,(3) Private ‘l_b,anksf in Shenghal have slso made loans %o
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private enterprlses. With encouragement from the People's Gir’&y
Bank, private banking institutions have made industrial losns in
addition o making commercial loana. From the staﬁdpoint of
private banks, it is & nhealthy veform for them to shift thelr
business emphasis from cormercial loans to industrial loans.

Tt 1s the beginning of a change from the pure banking business
attitude prevailing wnder the Kuomintang Regime toward & recog=
nition of the necessity of fostering industrial development. In
fact, under the new economic system of the People's Republicy
private banks must gradually change thelr business policy and
promote {ndustrial production. Only by so doing can the private
banks fulfill thelr pistoric mission and make some contribution
as do other types of economic enterprises toward the éntire
economy. So far private banks in Shanghai have followed such &
sound policy ag indicated by the types of loans made by Shanghai's
private banks since the liberationts For instance, industrial
loans constitubed 18,6 percent of the total loans made last
Auguut by the Tung~shang Bank, one of the major banks in Shanghai,
62,5 percent in September, and 63,6 percent in October. Per=
céntage distribution of that bank's loans among various indug=
tries are as follows: Textile 39 percenb, flour 2 percenb,

paper manufacturing 2 percent; chemical industry 19 percent,
vegetable oll extracting industry 3 percent, cigarette manu=
facture L percent, commnnicatlons one percent, cultural induge
tries 13 percent, food industry 2 percent, cotton, yard goods

and silk goods retalling 3 pereent, department stores one percent,

fruit retailing 5 perceht; and others 6 percent. For the Bank of
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Communlcations, industrisl loans conatituted 68,23 percent in.
August, 73.68 percent in October, and 70 pei'oen’o in November.
And for Hsinehua Bank, monthly indugtrisl loans constituted

75 percent of the total loans on the averages

What has besn stated é.bdve is limited to actions talén
individually by priva‘oe enterprises, In‘ order to boost pro=
duction, collective actlon ig of greatesb importance. Hence,

’ a Joinb orgem.zétion for making loans to finance ‘ghe purchases

” of cotton was set up and was participated in by 93 banks, 76‘
loan companies, and three 't;rust companies. In order to make
finencial aséistance availablé 4o industries other bthen: the
texbile industry, another collective loan office was set up

last December by private and public banking firms with capital
'botaﬂ.liﬁg 12 billion yuan. Under the leadership of the People's

Bank, this collective loan office is mobilizing the available

financial resources Uo develop indﬁs'ories which are benmeficial
to national welfare and people's 1ivelihood; it has transfofmed
short=-term social funds inbto loﬁg-’oerm investment, By 10
Februéry 1950 there were 237 loan applications; loans %m nade
in six installments for each #pproved application. Forty=-nine
£iyms benefited by these loans, The Joint Cotton Purchasing
Department received the greatest amount in loans while the

textile industry and the chemical industry recelved the second

largest amount. Undoubtedly these loans have had a very positive
and stimulating éfi‘ect on industrial production. They mark the

beginning of the government's effort to regulate private banking

business in the intefest of industz'i‘al development, In order to

fully utilize the united effort, this collective loan office has

-l2 -
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increased its capital by 18 billion yuen or a total of 30 billion

yuan,

Other factors such as price stabilization, canmpalgn agalnst

speculators, and the ever expanding market as a result of the
successful revolution have also helped in the recovery of Shanghai's

industry,.

VEASURES T0 COUNTERACT THE NEW DIFFICULTIES
ARTSING FROM BLOCKADES AND AIR ATTACKS

However, while Shanghai's industry is on its way toward
recovery and development, there exist along with favorable
elements, which would eventually lead toward ultimate victory,
new difficulties springing up from hidden evil soclal forces. z
People are always b’ewildered by the surface facts without being
able to go deeper for the meaning of the phenomenon, For ine
gtance,; when prices jumped up by several hundred percent, &
majority of the owners of industrial plants still maintained

the same attibude as before == they yalued goods more dearly

than money. When they expected prices to rise, they not only

withheld goods from the market, but also borrowed heavily to

1 buy vew materials in huge quantity. Therefore, the government
. was foréed to sell commodities, revise previous regulations on
e ‘ wavings and loans, reduce interest rates and teke other de=

flationary measures. As a reéul'b,‘prices once again went dowm
and those who ganbled on ,co}nmoditiéé'suffered and took the cone _
sequence. of the‘ilr‘spevculativé activities; for when prices went - ‘ : & \
down, those who had p‘z‘-evic;ﬁalyv withheld goods from the market

were unable to z:ééell them now even at lower prices. Being
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v‘conf.‘ronted with a s8low market, Lhe apeculatoxja'rea]ly sufféred, ;

In‘fac’o gach price rige waa mob caused. by & genﬁiﬁe
purchaaing pover; 1b wes cauged by apeoula’oion. : Na’wraliy when
spégnlative- buying receded and prices dropped, general ma_rké’t
coﬂditiona glackened, This wes the actual gituation in Shanghai. ‘
For instance, the shirt manufacturing industfy experienced lagging
pales in November because ghirt prices weré oo highs Génaequently-
shirt producers were short of working capital and few of them re-
gumed production -= The gtore~opening rate was one pércent lower
than in October (total number of shirt producersi 319). . Mnu=
racturers of knitted goods felt even worse \;rhen prices fluctu-
abed violentlyy the number of producers of knitted goods opening
for business in November wes 11 less than in October, (2 yotal of
8LL producers), and their total output amounted to onljf 29.6
percent of the normel monthly oufoput, or 15.4 percen{. below
October's. The cigaretle $ndusbry experienced violent f.‘iuc-
guations 63 firms resumed business in october, but only 5 or
6 did so in Novembers Other industries such as the dyeing and
weaving industries, textile industry (silk, cotbton, wool)y
aluminum wares procelain, S0P induslries eee all faced a
lagging market, fell f£inancially insecure, and finally either

reduced output or went out of pusiness.

After having f1lled governmen’o orders for goods, the
machife-building industry, vthe steel industry and the metale-
lurgical {ndusbry were 811 confronted with a business depress=

sione
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B ‘ Tt was most unfortunate that before the business orisis

was averted, Chlang's American planes wgged attacks on Shanghal's
main power plants for a period beginning 6 February 1950, This
turned out to be a heavy blow to industries concentrated in

Shanghal, However, the Chinese Communist Party has always been

a party which fears nothing, We believe that the broad maéses ‘

of people can solve any difficulty.  Thus & movement to cope -

with air attacks was begun 1mmediately and spread everywhere in
Shanghais workers in power plants rushed to repair’ the damaged
machinery; some of them even donated their wages voluntarily to H
the companies in order to purchase new machines; business firms,
government offiées, and schools all made an effort to reduce i

power consumption. To take care of the new situation, the

government made up operation schedules for power plants and
regulated the use of electricity by non~industrial users. In ‘ _ *
order to maintain production, some plants of the machine«~build= :
ing electric appliance, chemical, dyeing and weaving, a;uminum

ware, textile, steel, paper manufacturing, drug and glass in-

dustries supplied themselves with power generators. It was by
means of these efforts that the anti alr attack movement: achieved
some gains., In the third wéek of February, the number of operating

spindles was cut from l»,lQ0,000 to 123,5013 yarn from 7,000 to

1,18 bales; and cloth from 50,000 to. 1,L70 bolts. Only less than

one tenth of the textile mills remained in operation (Total millss

|
|
|
1

sh). Fortunately from the fourth week of February to the second
week of Maréh more textile firms’ remned operation with greater
oubput and better quality. In the second week of March textile

spindles amounted to 1,055,4693 yarn 3,735 bales; and cloth

-15 -
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|

22,088 bolts, Yarn productivity inereased from the 'preﬁé)ua
, i ‘

0,697 to 0,77 pounds, Only 7 out of a totel of 5l plants did
|

B ‘not reéume producti.onse These facts show that workers and eme

ployees responded to the anti air attack movement with a greater
enthugiasm toward work. In order to enable the reader to geb

e clearer plcture of the recovery "that hes been made in the

textile industry, the following series of indexés is givens

(The third week of February equals 100)

Wih week, Feb 1st week, March 2nd week, March

Spindles in operation 539,67 . 11.83 19.47
Yarn 393479 13.60 26,01
Cotton cloth 383,06 175.51 12,90
Productivity 0,579 2,28 4,18

In February some plants affiliated with the state=-cwned

China Textile Company operated their mills equivalent to only

one third of their operational level in Jamuary. GCotton yarn
and cloth were Lowered by two thirds as compared with Januarye
But both cotton yarn and cloth showed increases in March as

compared with January == yarn increased to 32,061 bales or was

or equal to 75 percent of January.

Furthermore, some indué.‘cx*ial plants moved inland to avoid

air attacks. According to incbn:plete data; 57 plants havé been

diaparsed by this time to the interior, among which thewe aré

"
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10 .textile,‘«plantﬁ » 11 electric appliancejiplanta and nail manue
facturing blan’ea, ‘11 oclgarette plants, 9 match plants, 8 cule
tural enterprises, L consumer goods manufacturing firms, end ki

drug manufacturers.

of moie signifiéance 18 the fact‘that there haq been some
change in production policy as called for by the government., For
instance, the China Textile Company, which has 35 plants, has
concentrated on the production of the 20's cotton yarn and 12=
pound fine cloth; it has also tried to use domestic cotton
exclusively. Thus last August and September it converted and
subsequently enlarged 120,000 spindles for meking the 20's
yarn and also converted 3,000 mills to producing the 12-pound
cloth, The average size of .yarn has been changed from what was
26.355 previously to now 23.6's yarn., Consumption of imported
cotton also decreased. For instance, the 20's yarn was made of
60 pércent imported cotton from January to April 19L9, but of
only 9.7 percent in October., In August 1949 prints constituted
10,7 percent of the total processed cloth for all dyeing and
weaving firms in Shanghai, bleached cloth 15,L percent, and
golid~color cloth 73.9 percent, But in September, prints
constituted only 9.1 percent, bleached cloth 1,3 percent, both
of which show a decreasing ratio, and solid~colored cloth ine
creased to 89,6 percent, Wool textile plants also tried to pro-
 duce more useful and economical goodss they have cut the pro=
duction of worsted and fine woolen goods but increased the pro=
duction of coarser but more econonﬁcal wool material for making

unlforma and overcoats,

ul?-
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The Heavy Industry Diiision has also taken the same di=-
rections it has given all out gupport boward the mechanization
of agricultural aquipment. It plens to produce the following

farm equipments

T General Agricultural BEquipmenti
1. Water pumps.
2. Motorized plows.
3, Grain husking machines,
L. Grist mills.
5. Hand~operated threshing machines.
6. Hand-operated twisting machines.

7. Sack-majing machines and corn~husking machines.

II Cotton Processing:
1, Hand-operated cotton gin.
2, Cotton-husking machines,
3, Cotton oileextracting machines,
o Cottonepacking machines.

5, Donkey enginess
III Motors: Combustion engines of i, 12, or 25 horsepowers

TV Rural Factoriess -Consisting of medium and small-size
factories, equipped with various machine tools for handy repairing

and smallescale manufacturing of farm implements,

Remarkable progreés has also been made by some private
industries. For instance, the needle industry relied in the past

on export of 70 percent of 1ts producﬁs to Southeast Asia, India

PR
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South America and other areas, while it has now found a good market

in China's interior. As a consequence of the liberation of the

Ohina mainland, the cloth manufacturing industry is recoveringj

! more people are buying phonograph reoorda; hence, the needle

manufacturing industry finds a much betier market on the maine
land, For instance, domestic monthly sales of sewing needles

amounted to lSO cases in l9h8 but roge to 3U45 cases in November

1949, Sewing needle production in l9h9 1ncreased 130 percent
over 1948, and pin production also doubled in 1949,

A changa in production policy can also be seen in many
other industries. For instance, the wool textile industry has
wbilized used wooly it has succeeded in using cotton, domestic
wool, and some imported wool to make blankets and coarse ﬁoolens 2
for uniforms; the shirb-maklng industry has shifted to meking
inexpensive clothes for peasants and workers- the Sheng-hua
Drug Manufacturing Company has attractively packaged its
products and reduced prices to atiract rural buyers. There

are many other examples o o o i

V., FUTURE PROSPECTS

The general objective of Shénghai's industry will be the
full utilization of present production facilities and the develop=-
ment of self—suﬁfiéieACy in the supply of raw materials and in
marketing, Furthermore, it will serve to break the blockade, &
The flnal goal will be the reorientation of ‘the entire economy

along the lines of the new people's democracy and the building

«19 =
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of a socialist state,

Féctn strongly indicate that‘the industrial crisis in
Shanghal is the reésult of the'unbalAnded development of various
;' ib industries and the distant location of the aupply of raw materi=
‘ als from the product market, For instance, over one half ofv

China's textile industry facilities are concentrated in Shanghai

with more than 2;300,000 gpindles, yet the East China region }
produces only 2,400,000 picuis of cotton annually or less than 3
one fourth of the total cotton crop of the country.-— 8,300,000
piculs, In other words, Shanghal can hardly obtain sufficient
cotton for its mills from its nearby areas, Shanghail's flour
industry, constituting 39 percent of the total in the nation,
imports 50 percent of its processed wheat from abroad, and 70
percent of its product is sold to North China, It is quite
apparent that such industrial over<concentration renders it
impossible for Shanghal's industry to achieve self-sufficiency,
For this reason, it must be urged that the over-expanded ine

dustries in Shanghai study carefully the feasibility of ine
dustrial location,

First, although China's industry is concenmtrated in
Shanghai, most of the industrial plants are of a small scale,
According to data compiled by the former City Trade Association,
the 13,617 firms in Bhanghei have a total of 472,277 workers,
or only 30 workers per industrial establishment. Thls has
giQen rise to unnecessary compétition and waste, In order to

work together towards the building of a new people's democratic

- 20 -
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gociety and realization of the benefits of the division of labor,
it 1s necessary to merge {ndustrial plan‘rjﬂ. In fact, individual
management without a merger 1g slways subject to expléita’oion by
the mlddlemen; furthermore, it cannob obtain the necessary credit
by individusl effort alone, nor can it recelve government purw
chase orders and other assiétance. Therefore, & mMergexr is the

most advantageoud methods of coping with present difficulties for
1ndugtrigl plants o 2 mediun or small scale. After the liberation,
gome 20 different industries such as'cigaxette , flour, cotton,
textile, wool textile have merged or will merge. This is a very

gound approach.

Second, Shanghed's industry should develop a trend towards
moving inland. I should follow the instructions 1ssued by bthe
Communist East China Bureau to move Lo the interior in the interests
of the people. However, these instructions hava. not been fully
observed, Bxcept for the state-owned China Textile Company, most
of the industrial plants are still continuing to produce goods
which only the urbaipopulation can buy. These goods which they
produce do not reach the broad masses, ILf the present state of
things is allowed to persist, we will be confronted with an ever
more limited market. Thus in order to find a market for the
present products which‘have faced lagging sales and in order to
secure the futui‘e , we musb follow the Party's instruction to move

plants to the interior. .

Third, a collective contract is an efficient means of
boosting production and improving labor reiations. However, few

industries in Shanghal have signed collective contractse Tﬁis is

- 2] -

- RESTRIGTED

Declaséifled in Part - i v ;
in Part - Sanitized Copy Approved for Release 2012/05/15 : CIA-RDP82: OOO39R060200020
: - 061-1




i - N
ved for Release 2012/05/15 : CIA-RDP82-00039R0002000
e i =

i

. e " . : :
Declassified in Part - Sanitized Copy Appro

061-1

|
}

C peseT®l |

an importent task that must not be ovexrlooked, partioulerly for the

[T

good of private enterprisés. :

policy seb by the Eest Chine Industrial Confer=

Fourth, the
which advised the latter o

1ndustry,

n t)helmachilné-buildihg
ry for the o1d liberate
nery for the ‘texti‘le i
a, In fact, the numerous

ence O
d areas inétead' of relying

A

develop machine
ndustry alone, 18

on the production of machll
that should be followe

s sound policy
mines in the old 1iberated areas offer a future withoub 1imit

to the machine-building in&us’ary.

Finelly, because the governmr—m‘o has ab its disposal a greab
pmount of cashy it can cope with inflation, In fact, comercial
gpeculation has been held in checke Tnstead of gradually rising,
prices are peginning to move dowmiard. According o ‘the Basbt
China People's Bank, the wholesale price index (January to June

16 on 6 March 1949, showing only an

4 close to Chinese New
n 1949 is

1937 equels 100) was 25,3
snerease of 8,5 percent over the perlo

Year's Day, which i8 23,3285 the index for 31 Marc

23,853, chowing an apparent decrease from 6 Marche A stable

ry favorable conditions for the develop=

price 1evel offers Ve

of private industrys par’oicularly in places guch as

eculative capital is alway

ossible to recognize the impbrt.ance of having stable
e spiral of Last November

ment
s active, I is

Shanghal where SP
price8

P

4f the damage res'ultihg from the pric

s no longer fluctuates the blockade will
nd the peasants! buying power

qul:Te A1 these

35 recalleds Now price
be broken if Taiwan is 1iberated; &

will increase as 8 pesult of the agfaxian ref

will be very favorable for Shanghaits industrye
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However, the. above objectives can be realiged only with
difficulty. Since August 1949, Shanghal has won its first
battlé‘on ‘the prodﬁcﬁion front.,. P:ide must not be allowed to
make ﬁs relax; the struggle must be carried on with greater
confidence, Tt must be realized that birth is painfuls pain
1s felt because a new offspring is expected, It will not be
£ long before a new people's Shanghal will proudly emerge and

annoﬁnca the death of its dependence on foreign imperialism,
; i and the birth of prosperity, independence, and freedom for

the peoples

END
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