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@ Iollowiny report was prepared _e’ the request of a committes
sepresenting nine large American Pirms in Shangheis. This comnittee was
vmed to shudy the subject of living allowsness given the foreipn staffs
i theose componies auc te recommend posaible further compensation toc meeb
“he incraassed cost of living.

.

In order to meet an argent need for a basis for formulsting company policy
to extra compensations wo foreizgn stafll to meet the rising cost
regcourse is mede to certain sbtatisticsl saries of known rellabil-
in bhese en analogy is drawn which i€ hopad will be generally

o the provlem of adjusting tha H.C.L. allowance of U.5. Dollar
spplovees., A minimum basic sallowarce is developed from which

:x mey evelve their allowance systom for hipghsr salaried emplor=es.
ive price illsts of roods and services commonly used by Amerloanss
’«md Lo support the peneral presentation- are appended.

1

" employees have been pluced in & relatively better position to

the inereesing eost of living then have the foreipn staff.as & result
of the Stwnghal Hundcipal Goverrwmeni's wmonthly Index of the Cost
; of Chinese worksrs as an adjusting factor in computing the aelaries
al stalf, aad Deeauswg of thelir insuwrwzoridemands for increases in basiec
s in contrset with the situation before the war, meny of fThe local staff
bau%ax paid ia terms of U.8. Dellers then are the lower ranks of the

s s Logai steff selaries form e ouch 1arger proportion of cper-
xpenswsa than bafors the war. This ie partielly becavss of the fach

conpansation to the locail atelf has Tollowad e cost of ljvin index,
AR ficia 1ly'”ixed exchange

¥
to forei;n staff hes bsen tied to an arti

rom Dec. 1905 to Hovember 30 1946 the S.1.0. Chinese Workers Cost of Live
”n&ﬁza which is uzed as a fuctor 4o adjust Chinesse salariss, has in-~
isod 501%. During the sems period the Ceatral Bamk of Chinef's Index of
issale Prices has incressed L02%. During this tims, the rate of exchenge
w, firet the opsn market rete of CHCL1,000 %e USHL in Dsgember 1945 and
tho Gontral Bank rate ss from March L) hes inoreased 238#, while the pur=

. power of the 45§ (based on 1957 as US§1l) has gone down from US§-LLS
i ﬂem mber 1905 to UBi0.181 in November 19l5. These changes are shown in
the atiached tebla, {Table 1),
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TABLE ITcont. Company A Company B Gompany G Lompany 1

SEPARATION none Since Firs ways larrisd men Pomily of a married
ALLOUANCES entirs cost of in the field man stationsd here.
tasic items,. ro wheze families receive =2 flet ssp-
agparate allowe are =t home are arate allowance of
4ncs DI BSSupe &. antou . L1ey.
tion that salary sllowance of
iz enouzh te 035300, par
’ support famiis month.
in -U8A and cover
nis none-basic
. ADONS 08 nero
L BPOR - Trangpors Mainly cerried cut Trons: working tims
Tal'lON tation is by office cerg; Lf %o and {rom firm's cars, others
provided as not avellable, bus- work borpe g subjoct Lo pers
far s hugle iness and ressons firme se of sonal avranpement .
ness cencern- able privete trans- ears for psr- Distrist Hanezers
ed, ut nob vortation at firm’s sonal purpeses hava ]
rivevy SXDSNES o peraitved, il chasulflours, =%c.
purpeses - AYRILIAL IO Privetasliy owned cars
¢ waplt for man- drivate oars are speavated under
operated by warious modificetions
¥ LL&IF el Bheve .
?5"’:3;1r .
BHTERTAL V- For business  initistion fees Ho allowances {nlv on business
poses by to American and except on firn's and subisct to

VERET pux
: s members frenci Clube businessy eash  munarement’s

ol stait boras pald by firme cade huas 4o he approval . !
By firm, not  Enterteirment for reported to
YT wWLEE o buginess purposes Manacement .
by officers paid
FE!"‘ s AZP N v 7 e et e oo s e AR, = R i o

+  The firm absorbs 50& " bhe cost {not exceedinp US§1,E00.) less snv amount
absorbed oa shipping nousehold effects as sbove, in case furniture is
wousht in "hipa. The compeny will purchase basic household effects (furni-
ture) in USA %o include ilvingroom set, diningroom zeh, Z hedroom sets. &
refrigerator, 1 zleciric stove. They will %e churrod to the employes ol
pre-war cost in China end mey be emortized by the employes over & period
of ons year. )

in contrast with this table. the Shanghei Hunicipal Govermmentis iadex of the
Cost of Living of Western Foreirm Salaried Employees for the years 1“'6—&1 snd
oach month sines September 19L5 and the smounta of US§ necagsary to purchs
Tixed amounts of roods und services in ¢ Shanghal are rciven in LL@ 10110winh
wsble, (Table 111) )

SNNTRBIHTT AL
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Consolidatad s in Shanghal
indew 3 ke

P P S

OHCE 1 sk
L3548 100,
1940 278,
Sep"’camb@r 19!4.5 21 o 251 ]
Jntober . %5,589.
November ' 26,01%,
hecember 101,566,
January 1946 135,735,
Pehruary 182, 18, i
March 270,052, %
April 275,555, G .
Yay v 298,115, 17,58
June KA, 125 o 16% .43 :
July . 373.788. 185004
August 390,088 1160
3estember UBT 401 150,57
October L78,:d105 W82
Novenber 500,065, 149.27

These Figures indicate thut the USE cost of 8 fixed swount of goods and sarvises
inereased by 105.7% from Decowber 1945 to Kovember 1906, reached the hishest peai
in July 1946, receded somewhat with the ashenee in the sxchangze rave in Aupust

and reswned the upward trend in the nonbbs followine.

it is thus evident that the purchesing nower of 8% salaries had deprsciated by
81% in Hovember 19l as sompared with 19%6: or by about 904 as compursd with
i9h1, As shown in a previous telle. some Americar compenies hed made an attempt
to meet this situntion by various swvstems of specisl allowences, but these
tended to be too rigid in visw of the deprecisting purchesing power of the 8%,
These syshems were unsa isfuctory from the standpoint of hoth the Toraizn stalfs
aad the companies concerned, beczuss (1) they were inadequute to cover the nctual
inerenses in living coets, and {2} financiel worries were %hus created ir the
ainds of the forei n steff which tended Go affect their worka

To weet these objections, it is orcposed thut in addition %o supplying querters
or cental allowences unt heating, & basic living allowancs bs established which
W11l be varisble, upward or downward, with the averszs cost of Living of Jwericen
Tamilies in the lower selury sroups. The cbjset of this sysiem will be to enable
the averaje foreign steff suployee to cover his normal expenses for food snd
ordinary nissellansous items end yel save as nuch of his incoms as before the
ware Thia proposal is sugrested by the facts (1) that the avarage foreign
smplyes in Shanghal before the war spent slightly more than 6C% of his GOnsuUnp-
tlon expenditure on food and miscellaneour items (22.8% for foed including
beveraes and 1), .55 for miscellansous items including everythin: other than food,
housing and clothing); wnd {2} that she average Toreigner s expsnditurs on food
alore in November 19LA emounted to as much as 12L% of his entirs prewar conswump-
tion expenditure.

To illustrate the basic consicerations of this plan, the at
of expenditures is taken from a study of the consunpticn sxpenditures of 27

vepresentative Anerican fumilies made by the industrial & Socilal Divisiern of
the Shenghal Nunicipal Council over a period of 16 months from October 19%9 to
Jenumry 19L1. The 19%39-4,0 ligures are based on detsilsd accounts submibtbed by

CONFTRLTT AL

Approved For Release 1999/09/08 : CIA-RDP82-00457R000200720008-6

unched table (Table I¥)

[

o

EEA T RS R e

Sk

T W G

L

Y SIS TS ST RS W g e e

B R I S—

L]



Yo

i0s

E—— 25X1A29
Approved For Rele&é&i‘fssg%bl??:@F&-ﬁﬁiﬂéz-oo&mooozoom

the 27 femilies and averaged for the period. The 1606 Tizurss are derived by
multipliing the first fipgures by the differential between the correspoading SHG's
indices of the Cost of Livin: of vestern Forelpn Salaried Zuployecs Four 1540 and

Novemver 1946

LABLE IV
{ionversion .
z usy 1939=L0 Factor Kovembey, 1956
@ 10 CNCE NG §

OO 2184 Lo.7e 407 .22 1904 T75 .51 55
HEUSIHG - @6.01  L8.L9 1,8l,.86 1011 L9G, 195 . mxw {6
& TaXuS# :

CLOTHING  10.6L 19,85 198.06 3171 L £9,516 . 126,

wiaC.mx  L1.5)  77.L0  775.99 LA7T6

{00, USL106 4601186153 . Average

SURPLUS  17-5 " 10.23 ™ Loz 3l 1800
81..

Oa
UBEPE0 60 Teenth

»  Includes: Rent, Municipal rae%es, light and fusl, weber, upkeep and repsirs
xa Includes: Medical {Doctors? and hospital i{ees), Insurance, Contributiuns wand
Glub dues, education, tobucco, wages o sarvsnts, local Lraveling
cxpenses, anusement, e%0.
#u% USE Rentals in Shanghed are usually psid in CHCE ut the official ruse of
3%50 or in USH noteso

Although the basic consumplion expenditures for 1949=40 hure presenbtsd were

for an evarags family of 3.9 persons, the average sobrl income was Lowar than
tha svere-s of the lower-sal:ried foreign empioyee of the smervican firms in
Shanghal. Iloreover, thsre were fewer children in the families of such American
firme® employees, snd the minimum consunption schedules of smallar familiscs in
a higher income group mey, in the ebsence of civect date, ba token xE aApproi-
imately equivelent to the givon averages, espoeialiy sines Families of the
employees of American firme were amor , the 27 copsributis.  te the compllation
of these bssic statistics. The experispce of mauny people indicates that the
1929-L,0 consumption schedule siven hers, wag, if anything, well below that of a
family of %two of any Americ.: firm%s staff.

These consumplion expenditures, howevar, do net inslude axtraordinary fanily
medicsl care (such as pre-patal and childbirth, or cperations), %o costes of
furniture or repairs for setting up an esteblishemant or Lransporsation 4.5V

for more than average minimum personal ugse  of bus2s, trams, rickshas, occasional
taxls or cer mainbenance. in these repests the averags of the 27 American
families who were the subject of the SNG7s study was edmittedly belew the stand-

ard of employees of the mw2or American compunies. Likewise, clothing sxpsnditures
of Amorice.. families were below the level of any other nutional groups in Shanghai,

owing to the fact thut the Americans covered ln the study habituslly %ousht
their major requirements in the States and oni purchased necessery replacements
ifi Shanghal. This howsver, need not affeet the conclusions, since that is

more than ever the Americsi habit since the war, wnd no extra sllowence need be
made on this account.

in order for an average lower salaried American employee with & family to sube
sist at the saome level in 1946 as in 1640, he would have to received a USi
income of from 5-1/9 to L=1/3% #imes his 1940 incoms. This may in fact only be
realized by the compeny providing quarters angd covering the re:aining differsnce
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in the empioyvesis consumption expenditures with an allowance amounting to

& minimum of US§370. (i.¢. approximabely twics the total pre-war consumption
sxpenditures in the above tabled. This figure is derived from the figures in
the sbove table as follows: :

FOOD sy 185, PREVAR SALARY Uah 227
CLOTHING . % 126,
ST TN b,

HiGH COST OF

3AVINGS LIVIKG

B %
The level of consumption possible in November LOLG with this extra subsidy
would not be higher than wss supported by the average incoms before the
war, and no additional saving would be possible without secrifise. Fro-
vision of less than this smount would entail dr .ing on reservesy or sacrifice.

ith USER70. as the basic sllowance of an aversge liwer-sslaried employee as of
Hovember 1946, future ad’ustments in the allowance may be made for any wmonth
simply as follows: (1) cenvert the total CN$ consumption expenditurss in the
sbove table by use of the SHG Consclidated lndex of the Cost of Living of
Wiestern Foreign Sulsrled Empleyses {adjustsd to 1940 ms buse vear)s {2} convert
the resulting CHCE inte U5$ using the monthesnd opsn muarket rete; (3) deduct the
total 1940 US$ income in the above itsble; (L) deduct the smount of Housing and
Taxes derived as in the above table,. thus obtaining the current monthly

basic nllowance .

A5 has been recognized in previous systems of allowances, staff members living
under different circumstances have hizher or lower consumption schedules and
are therofore entitled to more or less than the basic allowance., IL USE 570.
is tuken as the sallowance {or a married couple, a staff member living singly
in & mess where expenses ars shared, would probably be eble to cover his share
of the excess over prewsr «osts with en allowance of % the basic allowance.

4 bachelor im - ivate guarters, according to the customery pattern, would

ro doubt require an allowance of 2/3 %he basic amount, while at least the full
amount would be resscnable for persons living in hetels, where service and
fved churges are at the me ximene Separsation allowances of course ore not
considered as covered by losal HCL allowances. Allowances for trensportation,
furniture and medical care, for the reasons mentioned abeove, are also not
considered to be corered, and the present system of prevision for these except-
ions may tous bs retained,

The comsumption schedule of American families pressnted sbove may be compared

in total with the postwar expenditures of warious members of Company C steff,
vho submittedd-teiled reports for one month for the purposes of this study. The
offect of applying the basic allowance with the suggssted variations as mention-
»d above to the incomes of this proup will be appreciated at a glance; it tends
in general to substantiate the practicability of the esbove surpested allowarce
system. The October 1946 expenditure, exlusive of transportation, rental and
medicel costs, of various represmtatives of different salary categories living
in various circumstances wore as follows:

a) Single men= Usg 350.
resident in company mess-
Junior salary classification

bh) iHarried mene : 781l. (inciudes US{250, for

mainteining wife and 1 child in : malntenance of family
Tuh- resident in smell apartment- in USA) B

junior salary classification

Approved For Release 1999/09/08 : CIA-RDP82-00457R000200720008-6
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¢} imrried men- B 79
mintaining wife in USA-
cesident in emall aperimeni-
semi-senior salery classification )

4} Merried mene : s
muintaining wife end 1 chlld in USa-
sonlor selary clesaiflcaticl _

@} HMarried men- 1,079
meinsaining wife wnd 1 child in Lhina- i
resident in furnished houses
senlor selary vlussificstlon

) Merrisd mene 1,085,
meintaining wite in China-
rosident in small housee-
sanicr selry slassifliection

gl Harrisd mene 1,097
maintaining wife and 3 children in Chine-
vagszidant in fairly lerpe house=
aenior sRAlErY ciass

it is suzgested that one haif a basic allowance applisd %o the Lowsst salaried
n sbove and a gradusted semle plus special allowances fo. transportatlon &51d
¢al sllowances for men in higher salury groups, as oubtlined above, would
udjust these incomes to aciunl expenss rsquirsmonvso :

in Teble V, sttuched, certuin exeamples are given te iliustrate the general price
igvel in verious categories of zoods and services. In SOMG CASBS; Bcfoe imported
samned foods, prices aure less in Torms of UB$ than six months ago, but risss in
costs of local products and services have wmore than compensated those few de-
creases. HWazes have advenced especislly sherply, while the risks of daing
business in an inflationury market! and the insecurity of property and life in
aver=crowded Shanzhai have adaed to the costs of all i%ems. In this connedétion
ipsurance reates wre espascielly sisnificent as affecting the lives and pockete
hooks of all members of the commumity. Athletic activities have in some cases
become prohibitively expensive and they are listed here, not because they are
penerally indulged in, but %o conplete the general picture. The average con-
sumption of these goocds and services by the lowest American salary group is
included in the "Miscellsnecus”™ item ln the table of Averass Consumpiion
axpenditures given above, and the prices es given helow, are merely explanatury
of the oresent level of prices of goocds and services in common consumptlion in

Approved For Release 1999/09/08 : CIA-RDP82-00457R000200720008-6
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UF LACHGRGE, £BD USY CUSY OF ~ATIULES UF SUMMON
CURLUMPTIOS abUNG #0080 LN a8
shabGisl, desland o BOVEMENE 3o -
D Workers L Buuk  Pereent  Gentrel Senk  Percent Open MnTko} Percent Cost of Eslected
Indox of o Increnss Rate of increase  Rete of lucresse  List of articles Fou
gosb of #nolestln aver EXchangs over Exehsnge sver of Common Consump= 3.3
bLiving Frevioug Prices srevious erevinus previocus  tion umong Fore g§§3?f U3sl. )
(193be 1u0} month 2937 = 100! month woath mongh eignars
94,507 ) £106,500) {1how) 1hoo US$G, uhs
106,244 iz (133,200) {23.0} 1obo 18.6 Rl
164,573 T4 239,600 (80.0) 2080 25.3 .265
27H, 422 ug 274,050 4.5 1930 =7.2 216
ZB3 U430 .z 335, 780 2¢.6 kg 27.¢ 176
hyg 578 be 415, Bbu 23,5 =z £320 BN 26,97 .143
404,005 . 370,500 10.9 200 2650 13.7 33.00 .160
L&g, 420 11 Lz, oo0 14,0 2020 zhgs =6.2 35,86 L1400
443,674 1 452, hisg ih,2 3350 oh. 8 3330 34,0 22.71 .20l
459,739 ] heg,02h 9.7 3350 4010 20.4 27.84 .186
bl , 850 5 537,760 1.7 3350 4200 4.7 20.55 .183
568, bbh ¢ she, 888 2350 ugsa 7.9 31.1% .18l
Dac. to kov., H0lL leec, to dov, 42,2 Dec. to dow, 140 Vee. te nov., 253,68
1948 1946 1945 1946 1945 1846 1945 1985
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TABLE V: FPRICE LIST OF ARTICLES OF COMION CONSUMPTION AOHG ANMERICANS TN SHANGHAY

T (oNCE per 1b. unlese otherwise noted) -
Yezetables oy, 19l March 1946 Hovs 1940 I
Garrots 0.L5 100, 700 i
vauliflower 0,90 1,200, 6,000, £
White besr: 0.30 300, 800 £
Tonutosa 0.97 00, 1,800, i
Colery (native) 061l 700 1,000 B
lettucs { " ) 0.32 8O0, 1,300 )
Hests 0059 50‘ o 500. i
{nions 0olb 1500 800 A
Green peas 0.80 H300. ’ 1,000 £
Potatoes (irish) 047 2000 300 £
4Htring beans 0.58 500, 800, 4
finber chestnuts 055 150 4,000 i
Bamboo shoots 2,40 1,000 2,000, 4
imoks Gs1hH - 100, . Loo., i
Turnips Gol7 300, 500 f
Spinach 018 100 %00, i
Heat, fowl, fish, eprs, akc., . f
Bacon T BLT0 1,600, 5,000, j
Ram,boiled 300 2,000, 6,000, i
Pork L{.n 1“ 1‘@8000 )491.1‘.001 {
Joupmeat . 2.76 600, 1,600, H
¢elf liver 2,97 1,400, %,000. i
lepg of lamb % .20 900, 1,800,
Lamb Ghﬂp 3 & 1{) 8000 15 800 o i
Chicken o S 1,600 5,500,
Fillet of beef 770 2,000, 3,260,

Beef steak L.50 200, 2,000,

Veal steak 7.00 2,000, L,000.

Clems (each) 2,50 500, 1,200,

#endarin Figh 1.89 1,800, 2,000 !
Bezs (per doz.) Lo92 1,080, 3,600,
Lurd {untried) % .28 980 %,000.,
Paanut 0il 2.1 700, 1,600,

Coffee (Laxwell) 11,2 7,750« 3,000,

Salt 0.8l 1,20C. . L00.

Sugzer {(native, white) 2.29 1,000, 3,000,

Butter 9.65 5,600 8,000,

Bvaporated Milk (12 oz.) % .50 1,500. 2,000,

Klim L2090 L,500. 7,000

Bread {(white) 140 U505, 800,

Flour (wheat) 1.19 3500, 600.

Rice 1.21 225, . 600,

Fruits

Oranges (Manderin) 1,69 600, 2,000

Apples 1.65 1,000, 2,000,

Bananes - 1.5%9 700, 1,000-

lemons (ench) 1.56 L00- 500,
WEellaneous,

Lamp bulb (LO viatt, on) 1.7% 2,506, % ,600 4

Kindling {catty) 020 300 100,

tiatches (box) 0430 L60. 500,
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tabis V (cont.)

“ookis salary
Chauffeur's aalary
P minutes

Muvie ticket

“an 8 snzrt

=% 8t American Club
Minner st Frageh Club
binner =t Gathey Hotel
One double bed {npew)
One sbwdio couch

One binskwood dasky

YoloCofo wembership per month
French Club Tennis ssasogp

# * Swimming °®

* Badmington ¥
Maintenance of pony por month Nov. 1gho
Initiation Fee American Club 18850

# " French Club ¥ B0,
Monthly duss Americen Cliub "oz,

¥onthly duss French Slub

GCABE5.

Fire & Burglary Insprance on
asuseahold sffects

Auuo ins. Fire Theft & Colliaion,
2% for 6 mos. on merket valus
{U8g6500, on lower priced cars,
i.8. Ford) equals

Public Liability Risk
CNELO,000,000e & mos .

COBET

Approved For Release 1999/09/08 : CIA-RDP82-00457R000200720008-6

5,000
31,500,000
%00,000
350,000

25X1A2g

Hov, 29L6

200,000
350,000
£, 000
2,000

5,000,000
1,200,000
1.500,000

Us§ 10.
CH$100,000
110,000
1iG,000
U125,
® 10,

CNE 365,000

1-1/20%
58150,
CHE170, 000




