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Chapter Four

U.S. Efforts to make China stand on her own feet 1944-1945: The
American War Production Mission in China and the Establishment of
the Chinese War Production Board.



The establishment of the Chinese War Production Board (CWPB) in
late September, 1944, under the auspices of an American War
Production Mission headed by Donald M. Nelson, Chairman of the
American War Production Board, represented another sign of American
interest in the development of the Chinese economy and the building
of a strong, unified and democratic China in the post-war period.

In fact, the American War Production Mission's achievements in China
were both remarkable and astounding. Nelson's colleague and later
head of the American War Production Mission in China, E. A. Locke,
in an oral history interview for the Harry S. Truman Library,
described it as "very constructive work over there at a time when
the Chinese economy was in almost the final stages of collapse.
Through what he (Nelson) did, we were able to get a substantial
increase in Chinese war production without sending practically
anything over from here except experts."l The total production
accomplishments of the Mission provides a fairly accurate measure of
its most tangible achievement. On the production side, the "mission
should be credited not only with raising output approximately 25%
over a six-month period, but also with having checked a decline
which was mainly reducing Chinese industry to impotence."2

The long and short-term objectives of the United States with
regard to China were responsible for the establishment of the
Chinese War Production Board under American auspices. From the

beginning of the war, U.S. policymakers had been urging the
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Administration to adopt a constructive long term industrialization
policy for China. As the war progressed, support for China inside
the administration increased, especially when the desperate
situation in China at the beginning of 1944 created a serious
shortage of all war materials. Free China's war industries were
operating far below their potential.

Although, overall the allied powers were in a favorable
situation in the war against Japan, no one knew how long the war
would continue. Chinese resistance against Japan was weakening.
The United States had a small military force in Free China, and it
was sponsoring thirty Chinese divisions. However, despite the fact
that the 1l4th Air Force and the 29th Bomber Command were operating
from Chinese bases, the U.S. forces in China were isolated from the
outside except for a thin and difficult life line of air transport
from India. There was a constant and acute shortage of essential
supplies for the U.S. and Chinese armies and the collapse of the
entire Chinese war effort was possible. The collapse of Chinese
resistance and morale would mean great damage to U.S. prestige and
interests in China and the Pacific.3

Besides the immediate military objectives, the United States
also had some far reaching economic objectives in post-war China.
Even before the war Japan had occupied most of the important
industrial areas of China, and during this time the Japanese economy
had played a key role in determining the structure of the world
economy. According to one historian, "President Roosevelt
considered it important for China to be prepared to take over

Japan's economic position in the Far-East insofar as possible.“4
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This assessment of FDR's viewpoint was echoed in Donald Marr
Nelson's speech in Chicago on October 10, 1944, when he said,

For the United States, the war in China means much more than
defeat of the common enemy. The stakes of the war are
incredibly large, nothing less than the future peace of the
world. To this end, it is essential that China emerge from the
war as a united democratic people ready and able to cooperate
with the rest of the United Nations in a sustained and peaceful
expansion of world trade....It is our advantage and to the
advantage of the entire world to see China emerge from this war

as the leading industrial nation of the orient, replacing
Japan.5

Thus, from the U.S. point of view, "the industrial growth and
development of China would help to raise and to stabilize world
economic levels and could provide markets for the more highly
industrialized countries."®

There were several long-range economic objectives of the United
States in China. American industrialists and entrepreneurs had a
strong desire to use the vast manpower reservoir in China for its
own post-war industrialization program. This keen desire of United
States industrialists to train Chinese manpower was clearly revealed
in St. Paul, Minnesota's newspaper, Dispatch on November 24, 1944.
In a column entitled "Manpower in Abundance," the Dispatch stated
that,

There are many phases of China's economy which intrigue the

American industrialist. They like to think about bringing the

world's greatest manpower reservoir into contact with modern

manufacturing equipment.

Chinese labor, unlike that of many other non-industrial
nations, is really efficient. Where others are lazy and
undependable, Chinese workers are tireless and well-disciplined
....For industrial leaders, the thought of placing modern tools
in the hands of such workers is a fascinating one....While the
immediate aim of the Nelson mission is to stimulate China's war
output, the American production experts who make up the mission
can also have their eyes upon some of the more permanent

aspects of their visit to the orient. After the war, China's
abundant manpower should be able to team up with American
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productive genius to the advantage of both.”

Another U.S. consideration for the sending of a war production
mission to China was to prepare China to be a post-war market for
U.S. industrial goods. As Gabriel Kolko mentions, during and even
at the end of the war, the U.S. wanted to industrialize China in
order to develop it into a large scale market for American goods and
capital. In support of his ideas Kolko has quoted E.A. Locke's
statement in which Locke said, "We want a China with close economic,
political and psychological ... ties with the U.S." Locke further
believed that within fifty years reasonable American investments
would have to industrialize China for a practical and real reason to
create "a large, permanent and growing market for U.S. goods."8
Even Donald M. Nelson believed that the Chinese leaders were
favorably disposed to "joint ownership and operation of new Chinese
industries" once the war was over. Writing in Collier's Magazine,
Nelson predicted that China would be a new and needed market for
U.S. capital goods in the postwar era. He urged that America
provide the bulk of the capital investment for postwar Chinese
industries, with the understanding that the Chinese would later buy
control.? The same attitude toward the need for Chinese
industrialization was reflected in a memorandum of O.R. Johnson to
Donald M. Nelson. Johnson supported the industrialization program
of China for both long and short-term-.reasons. Johnson noted:

. it is obviously to the direct advantage of the United

States to cultivate all potential post-war markets for capital

goods, since our heavy goods industries cannot hope to operate

anywhere near capacity in supplying our domestic market alone.

China is one of the most promising of the potential foreign

markets for capital goods, and it is therefore one to which we
should give direct and immediate attention.
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In this memorandum, Johnson formulated detailed estimates of
the market which China could provide for U.S. capital goods
industries during the ten years following the war. On the other
hand, from a long-range point of view, Johnson believed that China's
industrialization depended on continuous U.S. support and like Dr.
Sun-yat Sen, he believed that China's economic development was "not
only an essential part of any program for the maintenance of world
peace, but it can also contribute immeasurably to the economic well-
being of the world for decades to come."10 He concluded that "the
planned industrialization of China during the ten years following
the war provides a potential market for U.S. machinery and equipment
in the amount of about 5.5 billion dollars.” In order to realize
this vision, and to check a resurgence of Japanese militarism,
Johnson recommended long-term credits and training for the
Chinese.ll Johnson's ideas were supported by Dr. John D. Summer,
the Economic Adviser to the American Embassy in Chungking, who
advocated a planned industrialization policy for China under
industrial experts.12 The Chinese too, were asking for foreign
capital investment in China on the same basis. In an article on the
post-war industrialization of China, H.D. Fong, Research Director
and Professor of the Nankai Institute of Economics, called for
"international financial and technical co-operation" for China's
post war industrialization on the basis of equal treatment and with
no infringement of Chinese sovereignty."13
Meanwhile, the American effort to equip Soviet soldiers

provided an example that arms and munitions must be given to the
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Chinese. After reviewing what could be expected in the way of
Japanese resistance, Dr. Kung assented that "when well equipped, the
Chinese soldiers can definitely defeat the Japanese."” In other
words, Dr. Kung was certain that given the arms and munitions,
Chinese manpower was enough to overwhelm the Asian Axis partner and
that there was no need for America to send large land forces to
China.l4

Equipping the Chinese, therefore, was the problem, and FDR
became convinced that the Chinese must be given the opportunity to
defeat their century old foe. When the Soviet Union was in
desperate straits for arms and munitions "entire factories were
moved from the United States to the Soviet Union and the Russians
began the manufacture of war material from their own natural
resources." Supporting a similar program for China, the Florida

Times-Unjon wrote:

China, too, has vast natural resources. What was accomplished
in helping Russia surely could be duplicated in giving the
Chinese the equipment with which to fight.... Establishment of
factories in China, also would fit into Admiral Nimitz'
announced plan of making landings on the Chinese coast from
where Japan could be attacked. Much concern has been shown
over China's post-war economic plight. Manufacturing plants
erected now or in the near future would go a long way in
settling this problem.

The Florida Times-Union stated that the above mentioned
circumstances were important reasons for Donald Nelson's assignment
in China.l5

China was getting nonferrous metals from over the Hump under
Lend-Lease, and arms production in the period 1941-45 was a
"considerable national achievement in view of difficulties that

confronted the Chinese arsenals."” Under the direction of General yu
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Ta Wei, arsenal production made tremendous progress.16 But the
overall production rate for everything was very low, and the Chinese
found numerous problems in their day-to-day production activities.
Production of many essential items was far below what China needed
in the war. The situation was further aggravated by political and
military corruption and dissension within the Chinese government.
The Chinese government hoarded American Lend-Lease armaments, which
were "flown into China at such fantastic cost," for the purpose of
"arming itself for the expected domestic disputes." Moreover, there
were many examples of secret trade in Lend-Lease arms and rice with
the Japanese by the KMT Officials which came out in local Chinese
newspapers.17 During the latter part of 1944, as well, chronic and
"growing inflation began to be felt as a factor working against
efficient production." The prices of everything rose steadily.18
To aid China in increasing production through better organization,
Roosevelt was persuaded to send the man who had headed the U.S. War
Production Board, Donald Nelson. Donald Marre Nelson was appointed
Chairman of the U.S. War Production Board in 1942 by FDR and he
increased wartime production. But by the end of 1943 and the
beginning of 1944, a long controversy ensued between Nelson on the
one hand and the Army and Navy on the other side. This struggle
culminated, as American broadcaster Fulton Lewis commented, in "Mr.
Nelson being politely kicked out, in favor of Mr. Charles E. Wilson,
who has been on the War and Navy Department's side of the
argument."19

Another consideration for dispatching the War Production

Mission was to coordinate production efforts. There were simply too
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many of them engaged "in the procurement of war materials from
abroad, and they were completely independent of each other." What
was needed at that critical moment of the war was "to draw up a
complete procurement program for 1945 for reference to Washington",
and also "to set up an organization for financing war production [in
China]." But the most important thing was to set up a single agency
to "control priorities for movement of cargo from India to China by
the China National Aviation Corporation." Since Stilwell had no
control over civilian Lend-Lease supplies, Chinese ministries tried
to influence the FEA in favor of its own supplies even if they were
not essential at that moment. As a result, much valuable space in
the air cargo planes flying the "Hump" was occupied by unnecessary
supplies. To control this situation was one reason FDR sent the
American War Production Mission to China under Nelson's
1eadership.20

Arthur Young has mentioned that "the reason for Nelson's trip
was not wholly to be found in the troubles in China. In support of
his statement he quotes from a memorandum of Under Secretary of
State Stettinius in which he said, "things are not going well in the
WPB, and the president has about decided to send Donald Nelson to
Chungking along with Hurley to make a general survey of industry."21
Nelson was embroiled in a dispute with both the U.S. Army and his
colleague, Wilson, over reconversion plans to a peacetime economy.
Many observers suggested that Donald M. Nelson had been "kicked in
the teeth" in his assignment to China.22 Although not the whole
reason, it served as a good excuse for Nelson's departure from the

War Production Board.
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Over the question of the production of civilian goods versus
production of war material, Nelson and the War Production Board had
been at odds for a number of months in 1944. The argument was
essentially over when to resume consumer goods production. Nelson
wanted to start a gradual transition in late 1944 by permitting a
limited resumption of consumer goods production. The U.S. Army and
Navy, and Nelson's second in command, Mr. Charles E. Wilson, sided
with the military services who wanted to keep industrial production
geared strictly to war goods at least through 1945. In late July,
1944, Nelson took an extended leave of absence from the WPB due to
illness and in his absence Wilson and the armed services exercised
full sway. Upon his return Nelson sought to reassert both his
authority and program. The resultant political upheaval engendered
congressional hearings before the Truman Committee. To make a long
and interesting story of U.S. domestic politics short: the end
result was "Mr. Nelson being politely kicked out, in favor of Mr.
Charles E. Wilson, who has been on the War and NAvy Department's
side of the argument.23

Although FDR did not admit that dispatching Nelson to China was
such a thing or a kick in Nelson's teeth, it was definitely one of
the reasons for sending the mission to China under Nelson's
leadership.

In his oral interview, E.A. Locke mentioned several other
reasons which led FDR to send Nelson to China. According to Locke,
by the end of 1943, Nelson gradually lost interest in the American
War Production Board's activities.

. We had hundred octane problems ... And it was apparent that
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Nelson was less and less interested and inspired. He was then
in his late fifties. He had certain problems in his personal
life. I suppose he must have been getting more and more of a
feeling of tiredness, and he would drink fairly heavily in the
evening - and he could assorb an immense amount of liquor
occasionally he'd get into a minor bit of scandal. Such
reports kept coming back to Roosevelt and to certain members of
Congress. Nelson, who started off so wonderfully in '42
instead of moving up from sometime in the middle of 1943, he
began moving down. Because of the conflicts in the War
Production Board, as well as through his personal life, people
were starting to have less respect for him. So, I think there
were some of these considerations behind Roosevelt's movement
of him to the White House and then the sending of him to China.
It was rather a shrewd move, as a matter of fact, because the
Chinese problem did stimulate Nelson and interested him a great
deal, and he did some very good work, very constructive work
over there at a time when the Chinese economy was in almost the
final stages of collapse.24
Against this background of problems and events, FDR, on August
18, 1944, asked Donald M. Nelson to head a mission to China as the
President's personal representative. "This date" as Mabel Taylor
Gragg insists, "marks the origin of what was known first as the
Donald M. Nelson Mission to China," later, after Mr. Nelson's
resignation in May, 1945, as the American War Production Mission in
China and, from the surrender of Japan to the disbanding of the
mission in November, 1945, as the American Production Mission in
China."25 1In his letter, FDR, asked Nelson to go and see what could
be done to "help to put China on its feet economically," with
respect to China's ability to continue the war and with respect to
China's post-war future.2® On the same day, i.e., on August 18,
1944, by another letter, FDR authorized Donald M. Nelson to visit
China as his personal representative with an assignment to report
make recommendations concerning the U.S. government's "economic

policy toward China, with an indication as to what parts of their

industrial economy would require public or unwritten loans on the

237



cpecial report of

[t]

A WPM in China. .

source: Box I
pPress, Truman in Chira:
Harry S. Truman Library.

T.0c}
1

S
945




one hand, and what parts of the economy could be assisted purely by
private American capital, and the restrictions which should be
placed on those investments by American citizens."27

Upon assuming the position of the President's representative,
Nelson left Washington for Chungking on August 25, 1944, He took
with him two assistants: Edwin A. Locke, Jr. and James A. Jacobson.
During the first visit, Nelson was also accompanied by Major General
Patrick J. Hurley, whom FDR sent along with Nelson to work "on the
military and political aspects of the Chinese situation." About the
complementary character of the two missions, Taylor Gragg contends
that "they were aimed at the same underlying goals, but the
directions of their approach differed. The Nelson Mission studied
the total situation from the point of view of industrial and
economic factors, while the Hurley Mission focused directly on
political and military matters."28

Nelson's trip to China was "primarily to develop ways of
expediting war activities having to do with production there."29 It
was clearly revealed in Nelson-Hurley's conversation with V.M.
Molotov, People's Commisar for Foreign Affairs, in Moscow. Nelson
had a detailed discussion about America's willingness to advance the
economic development of China for the vigorous prosecution of the
war. Nelson carefully explained that he was not asking for any
support from the Russians. Nelson explained FDR's idea that to win
the war with Japan very quickly, the active co-operation of China
was needed. 1In order to get active Chinese co-operation and to
achieve a permanent defeat of Japan, Nelson was in favor of taking

away a part of Russia's business in China. Nelson pointed out to
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Molotov that in order to "do this, industry must eventually be built
up in China since someone had to supply the millions of people in
the Near and Far East with their necessities of life. It was
believed, through working out post-war problems with China and
always having in mind the objective of keeping the Chinese
aggressively in the war, that an opportunity could be afforded to
China to build up an industry in that country which would take care
of its own civilian requirements and those in other areas formerly
supplied by the Japanese." Nelson tried to show Molotov that his
mission was a gesture of goodwill to the Chinese people on the part
of the U.S. To Nelson, the United States believed that "the
Chinese, having spent many years at war, must have something to look
forward to in order to continue to live under the terrible strain
they had endured for so long and to give their most active support
to the military plans of the United States. The American nation
wished to assist China in attaining a real future. It had no
intention of being an exploiter of the Chinese people, nor did it
entertain ideas of controlling the destiny of China." Apparently
convinced by Nelson's arguments, Molotov assured him of the USSR's
full co-operation in the unification efforts of China under the
ruling KMT government.30

On September 6, 1944, the Nelson and Hurley parties arrived in
Chungking. While "the primary purpose of Mr. Nelson's mission was
to set the stage for intensifying efforts to speed the defeat of
Japan, he also investigated the general situation in China, with a
view to post-war as well as immediate considerations, China Trade

News observed. Consequently, his studies of China enabled him to
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bring back to Washington a great amount of information concerning
"China's rehabilitation and long-range industrialization needs."31
As part of this investigation, Nelson and his mission members
assembled facts, listened to the Chinese estimate of the current
situation, and then made independent judgments. In addition, the
Nelson mission had to study and report on post-war economic
possibilities. While in Chungking, Nelson conferred with many
leading Chinese government officials and met with representatives of
American business concerns. Conferences with outstanding Chinese
government officials andAindustrial leaders gave Nelson a
comprehensive view of what China expected in the way of American co-
operation. Besides his several conferences with Ambassador Gauss,
with Chinese and American businessmen, Chinese Ministers of Economic
Affairs and Communications, the Vice Minister of Finance, and
others, Nelson had several conferences with Generalissimo Chiang
Kai-shek. During these conferences, the Chinese provided valuable
statistics on resources, expenditures, production, imports and
exports, transportation, prices, and needs. 32

During his conferences with Chiang Kai-shek and Wang Wen Hao,
the Chinese Minister of Economic Affairs, Nelson primarily
emphasized developing ways of increasing war production. He
repeatedly explained to the Chinese that every ton of material
produced within China freed a ton of precious airplane cargo space
over the Hump for other vital equipment.33 Nelson was shocked to
learn that, despite her desperate needs, China was using the very
limited air transport space to bring into the country things which

could be produced there. He found that despite the continuous flow

240



of Lend-Lease supplies the Chinese arsenals were producing at 55%,
and steel industries at 20% capacity, which was not a good sign at
all. Again and again he emphasized: "The situation is incredible.
It simply does not make sense. I don't understand it." But to the
Chinese, the production situation was satisfactory. They tried to
explain it on different grounds, principally on the basis of
inflationary difficulties, lack of necessary materials, and the
smallness of their industrial establishment.3%

During his conversation with the Chinese authorities, Nelson
tried to create a good environment for the establishment of a war
production board type institution for China. In line with President
Roosevelt's directive, Nelson tried to make the Chinese understand
"that the responsibility for constructive action rested with the
Chinese was a fundamental one. It set the whole course of ensuing
Chinese-American relationships. It was a decision not to take
executive control of China's economy, but to deal with China as a
sovereign and responsible power." To both Wong Wen-hao and Chiang
Kai-shek, Nelson described the work of the United States War
Production Board, and urged the Chinese to set up such board in
China by demonstrating both the ability and willingness to do so.
Nelson also told Wen Hao that China had to make the US people
confident about a proper use of their aid money.

Let's look at the post-war problem. Unless the U.S. people are

confident China can produce, you won't get a $4 billion - not

$1 billion - but possibly $500 million, unless they are
convinced China has the 'know-how' and can repay. They won't
pour more money into China without that confidence ... If our
taxes go too high, we will go down as a country and we may even
have to get China's aid - poor as she is. Unless you have

production, selling and distribution 'know-how', any investment
in plants is worthless. 3
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Later on, Nelson suggested to Chiang that the formation of a CWPB
would be closely related to China's war of resistance and national
reconstruction and would boost production at all levels. He
stressed placing the board under the direct supervision of the
Generalissimo, who he believed should be a coordinating and not an
executive agent. Although the Chinese government would not take a
direct part in management, it would be responsible for "directing,
supervising and coordinating the various public and private
production agencies."36 The result was that Nelson got official
approval of his proposals from the Chinese. In principle, Chiang
agreed that a Chinese War Production Board was to be set up with the
goal of bringing about full and effective use of Chinese production
facilities, and have all the authority required to accomplish this
purpose. When Chiang requested that Nelson act as High Economic
Advisor to the Chinese Government and that China be provided with a
staff of American industrial specialists and technical experts to
assist in the operation of CWPB, Nelson expressed his willingness to
take the assignment to aid China's production effort in every
possible way. He agreed to seek FDR's approval to allow him to
continue to work with the Chinese. With this mutual understanding
established, the Nelson party left Chungking for the United States
on September 22, 1944. On October &4, 1944, Nelson verbally reported
to FDR on his visit to China, and the President approved this
program which had been tentatively agreed upon with Generalissimo
Chiang Kai-shek.37

What Nelson found in China can be summarized under the
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following categories: (1) war production; (2) post-war economic
plans; (3) political issues; and (4) general concerns. The
production rate was extremely low in arsenals, steel and other
essential war industries because of a complete lack of coordination
between the various ministries and departments. Lack of adequate
transportation of raw materials was another reason for inadequate
production. Nelson found that China had only 6000 trucks for the
entire country, a number slightly larger than that available in a
small US city. Moreover, Nelson indicated that lack of adequate
facilities for the manufacture of repair parts for transport
equipment and the lack of standard specifications were two principal
reasons for the low production rate. Although Nelson expressed
optimism about China's post-war industrialization, he often
mentioned that there existed very little or no good will between
government and private industry. He urged that "economic
development be a 'natural one' for China" though he apparently did
not recommend that China build industries with the aim of taking
Japan's trade. He observed that "a normal and healthy expansion of
the Chinese economy would have this result." Nelson also found that
the Chinese law concerning the degree of governmental control over
industry needed to be changed as it discouraged foreign investment
in China. Nelson was in favor of retaining government control only
over certain industries such as public utilities and transportation.
Nelson found the need to establish a strong defense industry in
China.38

Based upon his findings, Donald Nelson, on October 19, 1944,

made five recommendations for immediate action. Nelson described

243



them as practical steps to "strengthen China's war economy." His
first recommendation was to strengthen substantially the existing
FEA Economic Mission at Chungking. He urged the appointment of a
new FEA head with outstanding qualifications who would work "for the
dispatch of several American production experts to go to China for
the purpose of aiding war production in that country." Secondly,
Nelson recommended that "there be established a Joint China-United
States Production Committee, to coordinate the supply and production
problems of the two countries." Thirdly, 30 C-46 aircraft should be
allocated to the CNAC for the India-China service. Donald Nelson's
fourth recommenation was to increase from 5,000 to 15,000 the number
of special 4-ton Dodge trucks already ordered for China, delivered
to them by not later than September 30, 1945. The fifth and the
last recommendation was to ask permission from Marshall Stalin to
transport a further 500 trucks per month over Russian territory to
China.3?

Although Nelson's first recommendation--to strengthen the FEA
in China--was opposed by the Department of State, eventually in May,
1945, Walter S. Robertson was appointed Economic Advisor to China
with general control over the economic activities of the various
U.S. agencies in China. The second recommendation--for establishing
a Joint China-United States Production Committee--was carried out,
with Dr. Wong Wen-Hao as Chairman and Nelson as Vice-Chairman.
Recommendations three and four, dealing with trucks and planes for
China, were actively followed up. The thirty C-46 plans and
additional 10,000 trucks asked for by Nelson were allocated to

China. By the middle of October, 1944, permission had been obtained
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from Russia for transporting 500 trucks through Soviet territory,
but it took until early 1945 to get them to China via the Stilwell
Road.40

Meanwhile, Generalissimo Chiang Kai-shek requested the return
of Donald Nelson as soon as possible, and in a conference on
November 2, 1944, FDR asked Nelson to "set the earliest possible
date for his return to China...to continue his work with the
Generalissimo on measures aimed at strengthening the Chinese war
effort and notably in organizing a war production board to increase
the output of China's war industries."#l Soon after this
conference, Nelson left for China

On November 16, 1944, Nelson, along with Locke, Jabocson and
Howard Coonley, former Chairman of the Board of the Walworth
Company, Inc., arrived at Chungking. The other members of the first
mission included:

The Iron and Steel panel: Herbert W. Graham, Chairman Carl A.

Bell, Henry Ovesen, Harry A. Strain, Edward K. Waldschmidt.

The Industrial Alcohol Specialist was Eugene M. Stallings.

These specialists had been selected by Donald Nelson because
they possessed outstanding technical qualifications for assistance
to China's industry and WPB. During this second visit, Nelson
stayed for two weeks in Chungking, leaving China on December 2,
1944,

Before Nelson's arrival in Chungking the Chinese government had
made arrangements for the establishment of a Chinese War Production
Board. In line with Nelson's suggestions, they had outlined the

Board's organization and selected a nucleus of personnel.
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Consequently, the creation of the Chinese War Production Board was
announced by the Chinese government on November 16, the day Nelson
returned to Chungking. The Board was scheduled to work with the
American experts in iron and steel production and alcohol
distilling. Nelson accepted the "appointment as High Economic
Advisor to the Chinese government while Howard Coonley, one of the
recently arrived group has been named advisor to the China War
Production Board."42

With its decision to establish a war production board, the
Chinese government formally recognized its part in the War
Production endeavor. Mabel Taylor Gragg believed that the
establishment of the CWPB "represented a break with Chinese
traditions in the direction of American traditions."#3 The new
board was to function directly under the Executive Yuan. Dr. Wong
Wen-Hao, was appointed Director and Chairman of the Board.#4 Nelson
was appointed the Vice-Director of the Chinese War Production Board.
There was an Advisory Committee on which the ministers of Foreign
Affairs, War, Economic Affairs and Communications served as ex-
officio members and other government officials as ordinary members.

Following his return to Chungking, Nelson discussed with
Generalissimo Chiang Kai-shek and Director Wong steps by which
speedy, tangible results could be obtained. In an authorized
statement Nelson said that the main job was "to help China get
bigger production from her existing industrial facilities by
tackling the problem in two ways." "The practical American
production men," Nelson said, "will work with Chinese industrial

managers in overcoming production difficulties. At the same time,
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several who have played a part in the American government's war
production program are giving the Chinese government the benefit of
their experience, in organizing for all-out war production"
conceivably, China may be about to enter a new and decisive phase of
her prolonged war effort."45

The law creating the new CWPB, which was drafted in
consultation with Nelson and approved by Generalissimo Chiang Kai-
shek, empowered the CWPB to supervise and coordinate all war
production activities, both public and private. At the same time,
the transportation of materials, the distribution of labor, and the
financial measures all had to be properly coordinated. The CWPB
would not handle these matters directly but would decide on general
policies and oversee all organizations concerned. Article III of
the Organic Law empowered the W.P.B. to exercise control over the
following wartime functions of government:

"a. production of war materials and essential civilian
supplies;

b. procurement of essential materials and supplies from
domestic and foreign sources;

c. priorities of production;

d. allocations of materials, facilities and industrial

manpower;
e. import and export of critical war materials and civilian
supplies;
£. priorities of transportation of war materials and

essential civilian supplies, both within China and between
China and foreign countries;

g. standardization and conservation of war materials and
products for war and essential civilian use, and authority
over specifications and technical improvement of materials
and production;
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h. stocking of war materials;

i. requisitioning of materials, facilities and products for
essential war production purposes;

j. limitations on use of materials, machinery and equipment
in construction of buildings, highways, public works and
similar undertakings;

k. determination of financial requirements for procurement of
industrial materials and products and construction of
industrial facilities through the appropriate agencies of
the government."46

For example, the purchase of essential materials from abroad
would continue to be undertaken by existing organizations, but the
questions relating to priorities was to be decided by the C.W.P.B.
The stockpiling of materials remained with the existing
organizations, which, however, would have to follow the direction of
the W.P.B. in regard to the kinds and quantities of the goods to be
stored. The funds needed for the financing of war production were
to be provided by the financial organizations concerned in
accordance with the decision of the CWPB.%4/

As it was organized in 1944, the CWPB had the following
departments: secretariat, priorities, requirements and priorities
committee, materials, manufacture, military equipment,
transportation, procurement committee and war production finance.
With a view to securing close cooperation in war production between
China and the United States, the law provided for the creation of a
Joint Sino-American Production Committee with both Chinese and
Americans as members. In addition, there was a Technical Committee
consisting of foreign and Chinese technical experts. At its

discretion, the CWPB could form Advisory. Committees. A special

committee of war production, finance, headed by the Chairman of WPB,
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would consist of representatives of the Ministry of Finance and the
appropriate government banks and the chairman and vice-chairman and
directors of some of the departments of the CWPB. The CWPB Chairman
was authorized to direct the recall of Chinese industrial and mining
specialists in foreign countries in case the Board needed their
services at home.%48

In order to correlate its activities with other American
agencies in China, weekly meetings were instituted at the American
Embassy Chungk:’Lng.“9 With the progress of the operation of CWPB,
the number of the technical staff of the mission was increased, and
many experts arrived in Chungking. The areas of expertise included
coal, coke, textiles, ordinance, chemicals, power, petroleum,
nonferrous metals, machine tools, foundry practice, and programming.
Several administrative personnel also joined the CWPB from the U.S.
In December 1944, Leon Henderson, former U.S. Price Administrator,
went to China at the invitation of T.V. Soong "to make an on-the-
spot survey and recommend price stabilization measures as a means of
curbing inflation in China."30

Just as the American mission members arrived in Chungking,
Japan launched a vigorous campaign against the American B-29
airfields in East China. The collapse of China seemed inevitable.
The flow of war materials by air increased. Other changes affected
the situation. General Stilwell had been recalled and Albert
Wedemeyer took his place. When Clarence Gauss, the most critical
U.S. Ambassador of the Chiang Kai-shek government resigned, Patrick
Hurley, a vigorous anti-Communist and pro KMT person, was appointed.

These actions effectively eliminated all American opposition to
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Chiang Kai-shek's KMT regime, because Nelson, Locke and members of
the mission favored the establishment of a strongly nationalist and
industrialized China, headed by Chiang's KMT party. Both Hurley and
Nelson's presence "was taken as a sign that China's cause was not
hopeless and not unimportant. It seemed to link China directly with
American strength and successes. The Chinese tend to regard the
United States as a nation of industrial giants in whose hands
practical difficulties [would] dissolve, and Mr. Nelson had enormous
prestige as a giant among giants."51

Since it was the U.S. desire that CWPB operations should be
exclusively Chinese, and that the Americans would try to help the
Chinese, the "American staff was to function solely in an advisory
capacity, and it was to continue its work only as long as its
assistance was essential to the successful operation of the Board."
While the headquarters of the organization head--Nelson, and later
Locke--was in Washington and the chief reported directly to the U.S.
President, a resident Deputy and an Assistant Deputy acted on behalf
of the Mission's head in Chungking. Regular contacts were
maintained through a weekly exchange of reports and letters. Howard
Coonley was the first Deputy, and James Jacobson acted as the first
Assistant Deputy. Although some of the Mission members were
appointed as Advisors in CWPB, they held no executive or
administrative posts on the Board. The Deputies attended staff
meetings in their advisory capacity, and similarly the technical
experts attended meetings of the Technical Committees and
appropriate industry advisory committees and sub-committees . 2

From the very beginning, the American War Production Mission in
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China had a goal of maximum production for war. From Donald M.
Nelson's departure on December 2, 1944, until his resignation in
May, 1945, the activities of the Mission in Chungking were carried
on by four resident deputies. They were, Howard Coonley, A.T.
Kearney, former industrial consulting engineer in Chicago before the
war and, at one time, deputy Chief of the Chicago Office of the War
Production Board before taking an important post in the War
Production Board in Washington, and James Jacobson as the third
resident deputy.

Beginning with iron and steel and industrial alcohol and
growing to include all the important war production industries of
Free China, the fundamental basis of the Mission's work consisted of
the various industry programs which were eventually carried on in a
successful manner. "Through the technical program," Gragg contends,
"the Mission came into intimate contact with Free China's industrial
structure and built up a body of information that made possible a
realistic, rather than a theoretical, understanding of the Chinese
economy. By means of these programs, the mission provided definite,
tangible assistance to Chinese industry both for war purposes and
from a long range point of view."53 It is, however, true that
despite Nelson's optimism that China's progress in making effective
its War Production Board would have profound effects upon China's
future industrialization, "it was the constant policy of the first
mission members to combine themselves exclusively to War - not to
post-war production problems." The activities of mission members
had a direct and immediate bearing upon the overall war effort in

the Pacific theater.o%
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In the field of industrial development the members of the First
Mission recommended the creation of a number of Industry Advisory
Committees--whose functions and operations closely parallel their
counterparts in the war production effort in the United States. The
Mission's technical specialists worked particularly closely with
these committees, by means of private industry and government were
afforded a new opportunity to work together on problems of mutual
concern.

The CWPB had negotiated in November a $10 billion (C.N.C) one-
year revolving credit with the four government banks. Through this
arrangement, the Board had access to funds with which it could
finance a production program of some magnitude. The management of
this fund required the Board to assume many of the functions of the
U.S. Defense Supplies Corporation and Defense Pants Corporation.55

The CWPB achieved a substantial success in increasing
production in several sectors and industries in China. Coal and
coke ovens claimed first priority. Increases in equipment and the
granting of loans and credits made possible a noticeable increase in
coal production in early 1945. Although coal was the most important
of all raw materials to the war effort in Free China, its quality
was poor and it was high in ash. But if thoroughly washed, coal
could be produced to feed the existing boiler plants and an increase
of about 33% in electric power could be secured.”® 1In early 1945,
the Mission coal specialists started working in Chungking area coal
mines and were successful in increasing the production of coal by
34%, and the output of domestic coke by 120% during the period April

to December, 1945. The Mission specialists installed four new
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boilers for the power plants and introduced locomotive and coal cars
for the movement of coal.

In order to improve coke production the Mission specialists
developed better coal washeries and the use of modified beehive
ovens which produced a superior coke. The Mission's first group of
technical experts recommended the construction of Rheo Laveu type
washeries modified to meet the particular conditions which existed.
At first these were introduced at the Tien Fu coal mine. Finally a
modified beehive oven was developed appropriate to the special
characteristics of China's coal and which would use construction
materials locally available. By the fall of 1945, more than sixty
of these beehive ovens had been built. 1In order to create incentive
in the workers, the American specialists arranged practical training
for the workers, established a partial control of mine management
over the price of coal, introduced a bonus system for the mine
laborers, and negotiated an exemption from military conscription for
mine workers into military service.d’

The authority granted to and the work undertaken by the Board,
Coonley claimed, brought an immediate "sharp improvement in the
psychology in Chinese government and industrial circles."” This was
particularly "noticeable for the iron and steel industry" where
production had been increased to a very high percent of capacity.58
On November 14, 1944, Donald M. Nelson outlined the function of the
five members of the Steel Group in a letter to them.

The purpose of your mission is to aid the Chinese to increase

as rapidly as possible their production of iron and steel and

of iron and steel products that will contribute most

effectively to the early defeat of Japan, both through direct
military use and through the strengthening of civilian economy.
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Nelson advised them to work with industrial managers and
appropriate government officials of Chinese iron and steel mills and
to create "an effective iron and steel section of the Chinese WPB
now being established. "9

‘Before the CWPB came into existence, the overall iron and steel
production situation in China was very bad. Although the United
States supplied raw materials and other supplies over the "Hump"
under Lend-Lease, the production rate of iron and steel industries
in China was 55% below the expected level of production. To help in
overall planning, an iron and steel section of WPB was set up and an
Industry Advisory Committee established. An overall investigation
of the iron and steel industries was made by the Mission
Specialists. In order to prepare suitable specification procedures,
the Industry Advisory Committee created a Metallurgical Committee at
the initiative of the Mission. It helped to improve both the
quantity of the steel by establishing the "yocom" process of
desiliconizing iron and the desulpherization of high sulphur cupola
iron. The Mission members helped the Chinese meet Army requirements
for telephone wire by introducing different processes of telephone
wire production. They also helped improve industry coordination,
prepared for the iron and steel producing units many detailed
technical papers covering various operating practices, arranged for
more continuous operation of facilities, and increased safety inside
the plants. But the Mission's greatest contribution to this
industry, Gragg wrote, "was the development of a specific production

program which took into consideration existing facilities and
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materials and the capacities and needs of the related industries."60
As a result of the Mission Specialist's activities, the steel and
iron production in 1945 was greatly increased and indicated a
potential success of the CWPB plans. The following monthly

production figures indicate increasing production of the iron and

steel industries:

Period Pig Iron Steel Ingots Rolled Steel
November, 1944 1,462 1,460

December, 1944 1,635 1,217

January, 1945 1,605 1,939 1,958
February, 1945 1,482 931 2,065
March, 1945 1,900 1,141 2,203
April, 1945 1,803 1,836 1,390
May, 1945 2,125 2,246 1,548
June, 1945 1,936 1,510 1,515
July, 1945 3,689 1,820 1,627
August, 1945 3,600 1,891 1,783

An industrial survey in April 1945 found that, the lack of
sufficient raw materials, inadequate distribution of stocks, and the
lack of adequate funds contributed to the ups and downs in
production scale during this time.61

With the increase in industrial production, the shortage of
generating capacity was being increasingly felt in Free China, and
Mission specialists co-operated with the CWPB in making a serious
effort for its increase in Chungking, Kunming and Chengtu. With the
arrival of the power specialists, Major Arthur Lowely [US Army] and
Llewellyn Evans, the mission started working on China's power
problems in March, 1945. Much progress in this regard, however, was
made before this by the iron and steel group through their
investigation work, which included "political and psychological

matters as well as engineering problems."62 The CWPB took steps to
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supply more power with the existing equipment in Free China and
considerable effort was made by all concerned to look at power as a
co-operative problem in which all possible contributions should be
made by the various agencies and plants involved. The Mission
members tried with less success to establish interconnection and
division of load among the various plants. Some increase in useful
power was possible by breaking off individual circuits from the city
system and supplying them separately from independent plants. Nine
1000 kw units were expedited from the U.S. and arrived in India
between April and July 1945. They were sent over the Hump to China.
Despite the existence of different problems the Mission Specialists
achieved considerable successes in this area. According to an
account of the Chinese Ministry of Information, the 1944 average
monthly supply of electric power in Free China was 13,643,609
kilowatt-hours. The amount was increased to 15,680,865 kilowatt-
hours in February, 1945, an increase of 15 percent. It was further
increased to 16,868,677 kilowatt-hours in March, 1945 .63

The American War Production Mission also made valuable
contributions in the production of non-ferrous metals. The CWPB
"was mainly concerned with the increase of the production of copper,
lead, and zinc by increased equipment by intensified purchasing of
old stocks."64 The Mission had four nonferrous specialists: Major
Lavrov, a mining engineer; Mr. Booth, a specialist in ore treatment;
Mr. Hulst, a specialist in smelting problems; and Mr. Lammering, a
production specialist. With the co-operation of the North Yunnan
Mining Administration, the CWPB, and various Chinese companies and

engineers, these specialists worked out in complete detail plans for
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doubling Free China's copper production within six to eight months.
Measures were also adopted to increase the production of zinc and
lead. The Mission Specialists' plans for increased production in
this field covered "problems of mining, ore concentration, smelting,
power, transportation, and labor."65 Meanwhile, I.B. Humphreys,
President of the Humphreys Investment Company, Denver, had
generously offered China the use of the "Humphreys concentrator" for
preparing the waste copper ore for smelting. He also provided China
with drawings and an aluminium pattern for manufacturing the
concentraﬁors in China. Besides these, and other technical
advances, introduction of an improved transportation system and wage
increases for the laborers greatly increased the amount of copper
produced in Loshue and other mines. Production of lead and zinc
also increased.66

The chemical industries of Free China, included caustic soda,
bleaching powder, hydrochloric acid, soda ash, sulphuric acid,
cement, carbide, potassium chlorate, phosphorous and wood pulp, etc.
These materials, though partly used for military purposes, were
employed principally for the manufacture of daily necessities of
civilian life. Under the active supervision of Messrs. L. Allen and
G.T. Lee, Technical advisors of the American Advisory Mission to
WPB, increased production in these fields was achieved in the first
half of 1945. 1In order to ensure the enhancement of cement
production, the mission specialists arranged with CWPB to continue
the supply of electricity to avoid interruption. Also, a loan was
extended by the CWPB to the Chiahua cement works at Lasham for

expansion. In order to relieve the existing shortage of raw
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materials for paper manufacture the CWPB helped the China paper mill
at Iping to set up its wood pulp machine early in June, 1945.
Measures were also taken to develop the nitrogen plants in
conjunction with soda plants.67

When China received 15,000 new trucks through Nelson's
recommendations, the CWPB arranged for the production and
procurement of adequate supplies of industrial alcohol. Nelson "had
designated alcohol as one of the first subjects for the Mission's
attention."68 Eugene M. Stallings and later, Harold F. Roland, who
joined the Mission staff in Chungking, cooperated with industrial
managers and appropriate government officials of alcohol plants to
overcome production difficulties and increase production. The
Mission experts used mold found in native wine to secure larger
production yields. This reduced the raw material requirements for
the production of alcohol.®9 1In order to solve the stockpiling
problems, the CWPB, with the cooperation of the United States Forces
Headquarters, received at Chengtu 50,000 drums from the U.S. Army
Air Force and moved them to appropriate places as containers for
alcohol. Also, measures were taken by the Board to establish
storage tanks for stockpiling of liquid fuels.’0 As a part of an
effective Alcohol or Liquid Fuels Section of the Chinese War
Production Board, the Chinese Liquid Fuels Control Commission was
brought under the authority of the CWPB. The Board, to alleviate
the financial situation of the distillers, arranged to extend
advances to the producers. CWPB planned to step up the nation's
alcohol production to 30,000,000 gallons in 1945, and, though this

goal was not entirely achieved, the Mission succeeded in bringing
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about very substantial increases in alcohol production.71

In the field of oil and petroleum production, the American War
Production Specialists co-operated with the Kansu Petroleum
Administration (KPA) and increased production. In order to increase
the production of kerosene and diesel oil, the U.S. army S.0.S.
arranged with the ATC (Air Transport Corporation) to bring over the
Hump at once from India 47 tons of materials for complete "semi-
cracking plants, 36 tons of materials to complete one
dehydrogenation unit, and 8 tons of supplies, construction
tools..."72 As a result of all these efforts, the production of
gasoline in China was based on a scientific system and production
eventually increased.

The Mission had two specialists to help China in o0il and
petroleum products. They were Martin J. Gavin, Assistant Director,
Foreign Refining Division, Petroleum Administration for War, and Dr.
John L. Rich, Technical Consultant, PAW, Division of Foreign
Production. Both carried out extensive investigations of the Kansu
oil situation and a geological survey of the gas and oil
possibilities of the Szechuan basin. As a result of Gavin's
recommendation, various operating improvements were introduced in
the Kansu oil field. Three gas separators were brought from India.
The production, refining, and transportation departments were
reorganized to be independent of each other, and a reduction of
staff employees took place. The transportation system was also
greatly improved. Consequently, by the end of August 1945, Free
China began to produce 570,000 gallons of gasoline per day,73 an

increase from 286,000 per day gallons in November, 1944.
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The CWPB adopted two steps for increasing the production of
military equipment in Free China. The first step was to "increase
the equipment of existing arsenals, "while the second was to award
contracts to private plants for the production of military
equipment."74 On December 2, 1944, a program was worked out for the
production by non-arsenal services of entrenching tools and certain
other munitions items, including trench mortar shells and bayonets.
By the end of April, 1945, contracts let by the CWPB for munitions
production in non-arsenal sources amounted to between seven and
eight billion dollars. The Mission had only a supervisory function
in this regard and it continued to press the Chinese Government for
adequate funds for CWPB to use in contracting with private firms.
The U.S. Mission specialist, Colonel Moody, rendered a great help to
the Chinese Arsenals in computing facility and raw material
requirements to use the limited tonnage available for arsenal
production. Other machine tool experts and foundry work experts of
the Mission also spent a great deal of time in the Chinese arsenals.
Much work also was done on developing substitute materials and on
revising specifications for the use of plentiful local materials.’?

But the most significant contribution of the CWPB was the
increase in textile production, which proved to be an anti-
inflationary measure and at the same time met the extreme needs of
the Chinese people for clothing. The United States tried to achieve
textile production sufficient to provide clothes for the entire
Chinese population and the U.S. Army service personnel in China.

The textiles sector was one of the few industries in China that

before the war had attained a relatively high level of development,
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and China was a leading grower of cotton. Yet, as China Trade News
noted, "importation of American raw cotton, cloth and machinery had
reached substantial totals before the Japanese invasion."76
Production in Chinese mills was greatly reduced in 1943-44 when
Japan occupied the major cotton producing states of Honan, Hupeh and
Hunam. That led to soaring prices for cotton goods.

To solve the textile problem, the U.S. adopted an integrated
supply program through FEA, UNRRA, and CWPB. The American War
Production Mission Specialists performed several important tasks in
this regard. In March, 1945, Ralph E. Loper and Byron E. Eddy, two
of the mission's textiles experts arrived in Chungking. They co-
operated with the Chinese Cotton, Yarn and Cloth Administration
(CYCA). They visited almost all of the mills in Shensi province.
Their first recommendation was to increase the official price of
cotton in order to allow a continuous flow of cotton to the mills.
In a desperate effort to get cotton from behind the occupied
Japanese lines, Loper organized a party which was a joint U.S.
Chinese venture. Between July 17 and August 27, this squad was able
to buy a huge quantity of cotton from the Japanese zone of
occupation, and it greatly sustained the increased production in
Chinese textile mills.’’ Since the supply of cotton was limited,
the Mission specialists co-operated with the Chinese chemist Ruth
Feng "to explore the possibility of using ramie, also called grass
linen, as a material for textile production". After
experimentation, ramie was adopted as a fibre for textile production
and approved as a great help to ease the wartime crisis. On an

experimental basis, the Southwest Chemical Works produced an
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experimental batch of yarn using 50% cotton and 50% ramie in March-
April, 1945. 1In July, 1945, the CWPB placed big orders for ramie
fabric with the Southwest Chemical Works. The sudden termination of
the war, led to the cancellation of the order. But the Mission
specialists arranged for the company's compensation from the Chinese
government.78 Besides helping China to keep its textile industry
running, the Mission Specialists also recommended a supplementary
"program for obtaining textiles in the United States and elsewhere
for shipment to China,"’? in order to check the inflationary trend.

Besides increasing production output in Chinese textile
industries, the U.S. also responded to the Chinese governmental
requests for shipment of a huge amount of textiles to China. The
Chinese government requested that about 40,000 metric tons of
textiles be Lend-Leased to it by the United States during calendar
year 1945. This request included about 17,000 tons for military
uniforms and about 23,000 tons for the civilian population. U.S.
Army Headquarters in Chungking, FEA Lend-Lease Representatives, U.S.
Treasury representative to Chungking Solomon Adler and the U.S.
Embassy joined in recommending that 7,000 tons of textiles be
allocated via Lend-Lease during calendar year 1945 by the United
States for the use of Chinese armies, and that the Chinese be
permitted in 1945 "to purchase 15,000 tons for essential civilian
uses . "80

The United States was able to fill only a part of this request.
Shortages were a serious matter elsewhere. When the U.S. Combined
Production and Resources Board (CPRB) decided to meet Chinese

demands from Brazilian surpluses, Donald M. Nelson recommended a
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U.S. commercial company as the Chinese agent to buy textiles from
Brazil. Textiles were also purchased from Mexico.8l After Nelson's
resignation, E. A. Locke tried to get the U.S. Army's 7,000 ton
appropriation in July, 1945. But with the sudden end of the war no
serious action was taken by the Chinese supply commission and FEA to
settle the textiles issue.82 According to Mabel Taylor Gragg, while
the Mission Specialists' measures increased textile output by 25% in
July-August 1945, the textile import program also largely
contributed to the controlling of inflation, although for a
temporary period.83

Like textiles, the transportation system of China also made
tremendous progress under the auspices of the American War
Production Mission. Not only was there a lack of motor vehicles,
adequate roads, maintenance facilities, trained drivers and
engineering facilities for road construction but there was also a
lack of proper organization. The facilities which were available
could not be used effectively in the war effort.84 Realizing this
acute shortage, the American War Production Mission Specialists in
China devoted their efforts to improving the transportation
facilities not only for wartime, but also for post-war economic
development.

As a priority toward transportation development, Donald M.
Nelson, during his first visit to China in October 1944, recommended
to President Roosevelt "that 10,000 trucks over and above the 5,000
then on order by FEA for China, be made available to the Chinese."
In addition, Nelson recommended that 30 C-46 airplanes be allocated

to China during the closing months of 1944 and the first quarter of
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1945. "These recommendations were, as Howard Coonley said, "a
recognition of the tremendous deficiencies in China's transportation
facilities and of the need for increasing these facilities to
support an expanding war effort and for the maintenance of a
civilian economy that could support the contemplated step-up in the
war effort and for the maintenance of a civilian economy that could
support the contemplated step-up in the war effort on both the
fighting and production fronts."85 Both of Nelson's recommendations
were substantially accepted and measures were authorized to make
them effective. All 15,000 trucks were of the same 4-ton Dodge
model especially developed for service under conditions existing in
China. The Mission Specialists also made arrangements for the
production of spare parts for these trucks.86 Later, a program was
adopted for the assembling of the trucks in Calcutta under the
authority of the U.S. Services of Supply in that theater. But the
Lend-Lease truck program for China was seriously jeopardized by a
proposal of the U.S. Army that it should take the first 9,000 trucks
delivered under the Chinese program and, in exchange, provide the
Chinese with 2,000 assorted used trucks.87 Moreover, China also
failed to get trucks through Russian Central Asia, as Nelson had
proposed to Washington and also to Ambassador Harriman in Moscow.

In view of the Russian attitude and the inherent difficulties in
transportation by this route, it appeared advisable to await the
opening of the Ledo Road, which occurred early in 1945.
Transportation over the Ledo Road was a much less costly and
difficult procedure.88

Nelson worked out arrangements for fueling, maintenance,
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repair, and driving of trucks early in April, 1945. The Chrysler
Corporation, under a Lend-Lease contract with the FEA, would set up
an organization in China for truck repair and maintenance and for
the training of Chinese personnel. On August 1, 1945, thirty
personnel were selected for this work and other people and a
maintenance, repair and training group also had been identified.
With the end of the war, however, this contract was cancelled at the
request of the Chinese government, and negotiations were entered
into by that government directly with the Chrysler Corporation for a
new program modified to meet peacetime conditions.89

Besides developing the truck transportation system, Nelson
tried to increase the monthly "Hump" tonnage by allocating more
transport planes to the CNAC. 1In October, 1944, Nelson obtained
approval for assigning thirty C-46 aircraft to the China India
Service operated by the CNAC. These thirty planes were delivered to
China in five installments from October, 1944 through February,
1945.90 But when the U.S. Army proposed to take a C-47 from CNAC
for each C-46 delivered, again an issue was raised as to the
division of available resources between the armed forces and the
industries supporting those forces. During this time, there was no
doubt at all that "if Free China's war industries were to function
satisfactorily they needed at least as much tonnage as could be
brought in under the transport program recommended by Mr. Nelson."
As a result, Nelson raised this issue with the appropriate Army
officials and demanded that, "unless the old C-47's were essential
to military operations they should not be taken back from CNAC as

they were essential to China's war industries." Nelson's arguments
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led to the decision that the C-47's could remain in service with
cNac. 91

Besides the above mentioned functions, the American War
Production Mission's direct contact with the inbound and internal
transportation problems was restricted to working with the Board on
the transportation matters which were within its scope of
authority.92 The actual operation and coordinating power over a
large part of the internal transportation organization was placed by
Directive of the Generalissimo under the Chinese War Transportation
Board (CWTB), the Organic Law of which was promulgated in early
1944. One of the duties of the WTB was the formulation of lists of
transport equipment required in China and "settling any conflicts,
real or imaginary between this board and other agencies." Since the
CWTB was a separate organization, the CWPB's American specialists
did not directly co-operate with it all the time.93

The American War Production Mission in China also co-operated
in developing Chinese agriculture and especially the Yangtze Gorge
Project. The Foreign Economic Administration arranged to send a
group of agricultural technicians to Chungking in April, 1945,
headed by Dr. Eugene C. Auchter, Director of all agricultural
research in the Department of Agriculture. This mission obtained
the co-operation of the American War Production Mission in China.
The Mission recommended and assisted "in organizing where feasible
specific operating programs leading to the reduction or the
elimination of plant pests and plant and animal diseases, the
development of vegetable production programs, the utilization of

better local seed programs, the utilization of better local seed
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varieties for basic crops, the improvement in crop reporting, the
analysis of nutritional values of indigenous foods, and such other
programs as seemed practicable." Also the Mission recommended that
certain agricultural personnel were needed from the U.S. "to assist
in carrying out agreed programs."94 During this time, responding to
a Chinese request, the U.S. Department of Agriculture sent a soil
conservation specialist to China.

Even after the termination of the WPB and formation of the
Supreme Economic Council, in November, 1945, the U.S. maintained a
strong interest in developing Chinese agriculture. For example, in
June 1946, the Chinese-American Agricultural Corporation Commission
was formed in which the American section was headed by C. B.
Hutchinson. The Mission, after a long investigation in different
parts of China, made extensive recommendations for the improvement
and development of (1) agricultural credit; (2) land taxation; (3)
farm tenancy; (4) agricultural extension; (5) currency exchange
rate; (6) agricultural education; (7) chemical fertilizers; and (8)
irrigation.95 Through UNRRA, the U.S. government offered
substantial assistance to China to carry out this development
program.

Regarding the Yangtze Gorge Project, the American War
Production Mission in China gave unanimous and invaluable support
for its construction with U.S. assistance. With the cooperation of
the United States Bureau of Reclamation, China planned a billion-
dollar development of the Yangtze River Basin. From Szechuan to the
sea, the Yangtze drains 650,000 square miles, fifteen times as large

as the Tennessee's 44,000 square miles.%¢ The Chinese invited
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Professor F. 0. McMillan of Oregon State College to develop this
plan. Also, at the same time, G. R. Paschal, American Economist and
Adviser to the government of China made a proposal for the
development of the Yangtze Gorge for flood control, hydroelectric
power development, industrial development, and employment.
Paschal's figures showed a profit of $10,000,000 a year to China.
At last, in 1944, the head of the Chinese National Resources
Commission, Dr. Wang Wen-hao invited J. L. Savage of the U.S. Bureau
of Reclamation to tour the perspective dam sites in China and
advise the Commission on hydroelectric problems. After a long
study, Dr. Savage submitted his preliminary report on the Yangtze
Gorge Project. Five alternate sites, all upstream from Ichang, for
the Yangtze Dam were considered. Among the five sites, two
alternate methods of development were mentioned which differed
mainly "in the manner in which the river is to be handled during
construction."?7 Dr. Savage concluded:
The Yangtze Gorge Project is a "CLASSIC." It will be of utmost
importance to China. It will bring great industrial
developments in central and western China. It will bring
widespread employment. It will bring high standards of living.
It will change China from a weak to a strong nation. The
Yangtze Gorge Project should be constructed for the benefit of
China and the world at large.
Since China was not able to bear this enormous cost of construction,
Dr. Savage recommended that the U.S. provide finances and technology
which China would pay back over several years.98
The Yangtze Gorge Project got whole-hearted support from the
State Department and the WPB. On March 19, 1945, Donald M. Nelson

supported the Yangtze Gorge Project on a long-term basis. In a

letter to FDR, Nelson wrote that "once the energy of the river was
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tapped, industry would find strong roots in the Yangtze area, and
power could be provided for the electrification of railroads and for
scores of cities." Nelson foresaw that the Yangtze Gorge Project
would be beneficial not only for China but also for the United
States. 1In the same letter he mentioned that, "for the United
States, the Yangtze development would mean large exports, the
stimulation of key industries and many jobs for workers. Several
agencies of the government, and members of House and Senate, are
actively interested, as are a number of private industrial and
engineering concerns. " Nelson suggested that FDR appoint a Yangtze
River Survey Committee, "which would act as the focal point of
American interest."99 There were suggestions for the future
establishments of chemicals, fertilizer, and aluminum production
near the power plant by American corporations. There would be no
competition and the "Chinese government would sell power to the
American corporations at a fixed, reasonable rate under long-term
contract. Payment for the poweer would be made in U.S. dollars
which would in turn be used to amortize the loan."100 Nelson's
recommendation was accepted by the administration and later, the
U.S. provided engineering technology, wages for the laborers, and
machine tools for the Yangtze Gorge Project under UNRRA and civilian
Lend-Lease programs. American efforts proceeded to turn the Yangtze
Project into a super TVA.

Besides working to promote China's wartime production, the
CWPB's American specialists also performed several tasks for
different US agencies working in China. Sorting or screening the

Lend-Lease lists of China was one of them. In fact, CWPB worked as
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a screening agency for Chinese Lend-Lease demands. The Organic Law
of the CWPB granted it specific authority "for the collection,
screening and transmission to the American Lend-Lease agencies of
all Chinese Lend-Lease requests, other than for finished munitions
of war."10l This was most helpful since the American War Production
Mission had no authority over Lend-Lease requests. Neither did the
Mission control Lend-Lease grants, which was a function of FEA. But
the items obtained by China under Lend-Lease directly affected the
Mission's objective of increased Chinese production. As Mabel
Taylor Gragg commented, "It was necessary for the Mission to work to
influence decisions from both sides: decisions as to what should be
asked for; and decisions as to what would be allowed."102

On the supply side of production, when the Mission began its
work, CNAC was bringing in each month about 1500 tons, but a good
part of this tonnage necessarily was made up of military equipment
and supplies rather than of items which could be used to increase
production. There were demands for both the civilian economy and
for military items for the Chinese and U.S. armed forces.

The Mission's task was to "bring supply and demand in Free
China into the most effective possible relationship through the
instrumentality of the CWPB," although the Mission during its short
period of existence, was never fully successful in achieving this
object. The main activities carried on by the Mission in pursuance
of this task can be outlined as follows:

a. Investigating resources and requirements; b. formulating
programs and policies; c. getting programs and policies translated

into action through (i) maximizing resources, (ii) strengthening
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CWPB, (iii) influencing attitudes and decisions - both Chinese and
American, and (iv) performing a liaison function between different
Chinese and U.S. groups and organizations.103

When the Mission members set to work, they found that it was
not only a problem of obtaining lists of requirements, it was also
extremely difficult to get from either the Chinese armed forces or
the U.S. China Theater command demands sufficiently specific and
sufficiently large to require full operation of the meager Chinese
industrial establishment. Consequently, James A. Jacobson,
Assistant to Donald M. Nelson urged Brigadier General C. H.
Olmstead, Assistant Chief of Staff, Headquarters, U.S. Forces, China
Theater, Chungking, "to develop both a Chinese Army Supply program
and an American local procurement program, which, to Jacobson,
"would contribute materially to increasing the war production effort
in China, and to the reduction of the amount of certain types of
materials which would otherwise have to be transported into the
theater at tremendous cost, in men, equipment, and money." Although
the Mission never obtained from the military adequate detailed
statements of requirements, it was able to work out with the
Directorate of Ordinance and the CWPB early in 1945 a demand
schedule which permitted production plans to get under way for the
various industries.l04

The Mission also had occasion to support the authority of the
CWPB against infringements by agencies outside the Chinese
government. An example is provided by Lend-Lease deliveries to
China. When the law governing the Board was promulgated, General

Wedemeyér, in a letter to Generalissimo Chiang Kai-shek, objected to
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the provisions which allowed the Board control over non-military
Lend-Lease materials brought into China. General Wedemeyer took the
position that full responsibility rested with him for all Lend-Lease
goods in the China Theater, whether military items or materials to
supply China's war production machinery and the essential civilian
economy. On the other hand, Nelson and the Mission staff held that
control of the civilian economy, and thus of the materials to be
used by that economy, rested with the civilian authorities.l05

Since very little could be brought into the country, the proper
selection of incoming items was vital. The Mission worked in co-
operation with the CWPB on lists prepared for procurement through
FEA under Lend-Lease. When the CWPB assumed this function, each
Chinese department was drawing up its requirements lists
independently. But these lists most often overlapped with each
other and were not coordinated €or any specific plan. Moreover, the
total amount of items usually included in these lists, often far
exceeded the transport space of the air cargo over the "Hump" and
was beyond the capacity of the FEA to supply.lo6

Consequently, arrangements were made between FEA, the U.S. Army
and the CWPB in April 1945, which confirmed the CWPB as the agency
of the Chinese government to whom delivery of all Lend-Lease
supplies other than finished munitions and transportation supplies,
was to be made from March 1, 1945. This completed centralization of
control in one Chinese agency "over requisitioning, storing, and
allocating Lend-Lease supplies for and in China respectively."lo7
Before the CWPB was invested with this power, it secured the lists

different Chinese ministries desired to have imported in 1945 for
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military and essential civilian production programs.lo8 Armed with
these initial lists, which aggregated more than 200,000 tons, the
CWPB held a series of meetings with the claimant agencies, including
the FEA and U.S. Army Lend-Lease officials in China, and very
carefully screened out less necessary items. After long
conversations, a 100,000 ton program was sent to Washington, where,
after a further screening process by the Chinese Supply Commission,
FEA and the War Department, a requisition for only 10,173 tons was
approved by the FEA and the War Department.log The quantity of
materials and equipment which included arsenal raw materials, arms
and ammunition, medical supplies, signal equipment, transportation,
industrial and mining and general and unclassified equipment, was
relatively very small but the importance of these supplies to the
Chinese economy was "beyond calculation."10 It increased the
production of finished items, which again, "brought an immediate
sharp improvement in the psychology in Chinese government and
industrial circles."1ll

Besides its screening functions for civilian Lend-Lease,
Mission Deputies Howard Coonley and James Jacobson tried to improve
the handling, storing and warehousing situation of Lend-Lease
supplies both in India and China. Moreover, in August, 1945, it was
also proposed that "the Export-Import Bank should specify that any
Chinese propositions submitted to the Bank must have been reviewed
by the American Production Mission in China (as it was called after
the war was over) for need and for feasibility."112 Ultimately,
this proposal was put into practice.

In the machine tool industry, Mission Specialists, Ralph Strong
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and Roy M. Jacobs worked to improve techniques. With the increasing
needs of munitions manufacturing plants and rehabilitation of the
works moved in from the Hunan and Kwangsi areas, the stockpile of
machine tools was completely exhausted. The Mission Specialists
"created a stockpiling program to provide a reserve of machine tools
that would protect the arsenals and other manufacturers against
shutdowns . "113 They also improved technical and testing methods and
rendered a "minor but helpful service in obtaining technical
information from the States.ll4 The Mission Specialists also co-
operated in developing Chinese foundry practice by advising the
privately owned arsenal plants to "change their sand and their
moulding methods" and this resulted in a great "reduction in casting
rejections." The iron casting system was also greatly improved.115
The War Production Mission's achievements prior to Nelson's
resignation in May, 1945 were noteworthy. It did not create an
industrial boom, but the "establishment of the WPB did arrest the
downright decline of the first period in 1945."116  yhile the
Chinese continued to ask for help from Washington in military and
political and economic affairs, the United States, seeking to obtain
a permanent cure of China's sickness sent experts such as Nelson and
Henderson. Concerning the Chinese attitude toward the formation of
the War Production Board, the Chinese newspaper Shang Wu Jih wrote
on July 18, 1945:
We made many suggestions; American gold may be used to remedy
our inflation, American cloth may be used to stabilize our
prices, etc. We expected Nelson to bring along large
quantities of money, (American dollars or gold can both do very
well) of machinery and of raw materials and to set up big

plants in China. After several months of investigation, Nelson
made a report of an entirely different nature. He said that
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the Chinese productive potential had not been fully developed
to 30% of its capacity. China possesses machinery but they are
not being used properly. China possesses money, which however
is being used in the speculation market and not invested in
productive industries. Nelson thought that Chinese industries
must be relieved and saved and a boom might be brought forth by
munitions production to develop to the full the industrial
capacity. At the same time, this would raise up politically
the industrial capitalists of China. At his suggestion, the
War Production Board was established last winter. It was a new
hope to the Chinese industrial circles. The Association of the
Factories moved to Szechuan, held a big welcoming party to
greet the birth of the WPB, raising their hands from the
quagmire of desperation to look up at new promises and new
prospects." Although this paper criticized the CWPB for its
failure to change the social economy of China, it stated, by
quoting an industrialist, "without the WPB, we would have
clos§%7down long ago. With the WPB, we are just able to linger
on."

Thus the Chinese held a great esteem and regard for the CWPB as the
key to their economic salvation.

For the first time in its history, as Nelson stated, the
Chinese economic effort was coordinated through the establishment of
the CPWB.118 The activities of the Board "brought an immediate
sharp improvement for the psychology in Chinese government and
industrial circles." Production was rapidly increased in the iron
and steel industry. The plants were getting advanced orders or
booked up for a long period. In May 1944, production of iron was
almost 40% over that of November, 1944. The production of steel
between December 1944 and May, 1945, encreased by more than 50%.
Also, alcohol output increased 28%. The CWPB, with the suggestions
of its American Mission Specialists, arranged for a more complete
utilization of Free China's industrial resources. 119

This increase in the production of iron and steel and related
industries was not, however, "felt equally throughout the entire

economy and there was increasing pressure for government contracts
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on the part of other industries."120 The overall production was at
no more than half of capacity. The situation regarding munitions
production was particularly disturbing in view of the needs and the
practical possibilities. The production of China's arsenals in May
1945 was only 4% above that of November, 1944, 121

Generally, lack of detailed military requirement lists, price
control by the Executive Yuan, interdepartmental struggles for
power, inadequate staff, higher costs of raw materials and labor,
technical problems, military control of Lend-Lease supplies, lack of
adequate funds, the uncooperative attifude of the Chinese toward
wartime production and their emphasis on post-war industrialization,
led to the partial failure of the production goals. Rising
inflation and failure to get adequate appropriations for the CWPB
also contributed to the situation.l22

But an important factor in the gradual waning of the activities
of the CWPB was Nelson's sudden resignation as the President's
personal representative and head of the Mission, in May, 1945. As
Mabel Taylor Gragg stated, "Mr. Nelson's prestige as an outstanding
figure in the United States, his own personality, and the genuine
and realistic interest he had shown in China and China's future had
been instrumental in enlisting the Generalissimo's co-operation in
the first place ... Mr. Nelson's resignation introduced an
uncertainty into the joint venture and seemed to be interpreted as
reducing its importance to the United States. The reaction of the
Chinese, while not rationally justified, was a natural one."123 an
exchange of letters between Nelson and President Truman disclosed

that Nelson had submitted his resignation on April 16, 1945, and
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asked that it be effective May 1, but President Truman asked him to
hold off a couple of weeks. In his letter, Truman said he accepted
the resignation "reluctantly." 1In order to carry the work of the
WPB to a satisfactory completion, Truman appointed "tall,llanky, 34-
year-old" Edwin A. Locke Jr,l12%4 "yho has been closely associated
with Mr. Nelson since the latter came to Washington in 1940 and has
acted as his executive assistant on the Chungking assignment:."125
When Locke took over the American War Production Mission in China,
the Mission had "reduced most of the production problems to a fairly
realistic basis," although, "the outlook for substantial increases"
in the year 1945, in some cases, had suffered a setback.126

After Nelson left office as head of the American War Production
Mission in China, two resident Deputies worked to carry out the task
of the Mission in Chungking. They were A. T. Kearney and James
Jacobson. During this period, which stretches from May, 1945 until
November, 1945, definite and realistic production programs were set
up and each industry was being helped "to get geared up to realize
the goals agreed upon." On the other hand, Jacobson's term as a
Deputy, was important, because it was a period, "when the problem
was one of realizing upon the organizational and programming work
which had been done."l27 Although production had been increased,
the rate of increase was not tremendous. Meanwhile, the Chinese
were desperately asking for fresh help and material assistance from
the United States. In June, 1945, the CWPB Chairman, Dr. Wong Wen-
hao invited Locke to visit China immediately. Locke accepted the
invitation and assured Dr. Wong of his intent to do everything in

his capacity "to further the mutual interests and sound economic
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relations of China and the United States and to bring about a
vigorous and healthy development of the Chinese economy."128 Later
on, chke recommended to Soong for the extension of CWPB, under
another name, for at least twelve months and CWPB's "overall
authority in all matters relating to China's industrial production
for the next 12 months."129 on August 13, 1945, President Truman
authorized an extension of the operations of the American War
Production Mission in China "for a period of from six months to a
year following V-J day." Truman further instructed Locke that after
V-J day, the Mission should be known as the "American Production
Mission" in China, which would give "the Chinese government all
feasible aid in the reconversion of war industries to peacetime
production and the revival of industrial production in liberated
areas."130

Following the Japanese surrender, the American Production
Mission aided the Chinese government in dealing with the initial
problems of reconversion and industrial revival. The United States,
during this time, wanted to close its wartime economic programs in
Europe, Africa and in the Far East. Congress was reluctant to
appropriate money for the post-war period on the basis of wartime
emergency and generosity. This changing attitude also influenced
the Truman Administration's attitude toward the continuation of the
American Production Mission's activities in China. It wanted to
discontinue the American Production Mission in China. Realizing the
particular immediate situation which confronted the Chinese as a
result of China's acquisition of large industries in Manchuria and

other liberated provinces, President Truman announced on September
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29, 1945, that "he is sending his personal representative, Edwin A.
Locke, Jr., to China to discuss with Generalissimo Chiang Kai-shek
and key Chinese officials the ways in which the industrial
experience of the United States can best be utilized to aid sound
peacetime economic reconstruction and development of China." It was
also announced that Locke would also make arrangements for
terminating the work of the American War Production Mission.l3l

The U.S. desired in theory to continue its co-operative efforts
for China's post-war reconstruction. President Truman said,

While concluding this war mission, the American government

desires to continue its close cooperation with China. The

American Production Mission is tangible evidence of the

enduring friendship of our two nations. Out of our work

together on problems of war production have come practical

experience and mutual high regard which will be of great value

to the future economic relations of our two countries and the

world. 132

But little tangible help would be provided. On October 9,
1945, Edwin A. Locke left Washington for China as the President's
personal representative. Locke was accommpanied by Albert Z. Carr,
Economic Advisor, and two Special Assistants: Colonel Harry A. Berk
and Michael E. Lee.l33 To face the problems which would arise from
the recovery of Manchuria, and other occupied zones, President
Truman asked Locke to proceed to China by way of Japan and there
confer with General MacArthur.l34 Accordingly, Locke spent several
days with General MacArthur and his staff in Tokyo, and then went on
to Chungking. Locke arrived in Chungking on October 19, 1945.

The circumstances in China at the time of Locke's arrival were

dramatically different from those encountered by Nelson in 1944.

After the surrender of Japan, the center of interest for the
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economic development of China had shifted to the recovery and

rehabilitation of the occupied areas. Instead of concentrating his

time on CWPB's industrial development program, Chairman Dr. Wong
Wen-hao was occupied with the various political and military aspects
of the Japanese surrender. Moreover, changes in the US attitude
also made the future of the War Production Board uncertain. Owing
to the government's indifference to local production activities,
prices had fallen rapidly. Many industrialists were forced to close
their plants and many of them were reluctant "to discuss means of
improving their methods of operation." Worst of all, the number of
unemployed people began to increase rapidly.135

Edwin A. Locke Jr. and his Mission members came to Chungking on
November 17, 1945, and found a rapidly deteriorating situation.
After his arrival in Chungking, Locke completed a first-hand survey
of representative economic conditions in China. Locke also
discussed with the Chinese government on measures "aimed at
strengthening the economic activities of the Chinese government and
speeding China's economic reconstruction and development. Locke and
his companions inspected industrial installations and discussed
existing conditions with local government officials and industrial
managers in Canton, Formosa, Hankow, Tsingtao, Tientsin, and
Peiping. This personal survey brought "to light a great deal of
valuable information, not only as to the condition of specific
Chinese industries in North, South and Central China, but also as to
the broad economic problems facing the country."136
Having finished his investigation, Locke felt that "there

cannot be much basis for practical American economic cooperation
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with China until China herself begins to solve her internal economic
problems.” With this end in mind, Locke suggested to Chiang Kai-
shek that China "take fresh and vigorous action to alleviate
economic stress and initiate sound program of economic
reconstruction and development...“137 Early in October, "Locke had
recommended to the President that the American Production Mission be
terminated and that a fresh approach, suited to the new
circumstances and making use of the experience gained in the past
year, be taken to Chinese-American economic cooperation." President
Truman approved Locke's recommendation and instructed him to
terminate the Mission. By November, 1945, all American War
Production Mission members had left China.l38

The Chinese War Production Board was also terminated. It was
judged advisable to begin anew. Moreover, after the war's end, both
the Chinese and American authorities began to think about a long-
term economic development program of China, for which a purely
Chinese organization was needed. Among American officials, John D.
Sumner and C. F. Remer were two prominent supporters of long-term
Chinese postwar development programs and U.S. assistance. John D.
Sumner was an economist whom the State Department assigned as
Economic Advisor to the U.S. Embassy in Chungking in September,

1944,

Sumner was assigned to investigate Chinese econommic
conditions, plans, and proposals. He performed this function by
personal and practical investigation and by arranging conferences
between the Chinese and American officials before the war had come

to an end.139 1In a study entitled, "American Economic Policy Toward
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China," Sumner wrote that, despite the vigorous efforts of the CWPB,
the "quantitative improvement in Chinese production has not been
great," and that the United States, which was in a unique position
to influence economic development in China if she desired to do so,
"should formulate an economic policy which will, over a period of
years, afford a useful vehicle to aid in achieving the American
objective of a strong, united and increasingly democratic China."140
In another study, Sumner emphasized that, "China's own economic
policies remain undetermined, that a peculiarly close relation
exists in China between economic and political affairs, and that her
government is weak in trained personnel and administrative
competence. ... that the United States is in a unique position to
influence the character of China's economic development if it
desires to do so."l4l

Dr. Sumner's position was supported by C. F. Remer, Adviser on
Far Eastern Investment and Finance, Department of State, and by E.
A. Locke, Jr. 1In his conference with the Chinese officials on April
4, 1945, in Chungking, Remer stated that the smallness of American
investments in the past showed an indifference toward opportunities
in China and stated that the Americans were less indifferent now.
Remer also stated that, "the economic relations between China and
the United States would proceed under new conditions after the war,"
and that "the two countries would be able to work out arrangements
suitable to these new conditions."142

E. A. Locke Jr. believed that the Chinese government was
inexperienced in the principles and techniques of modern democratic

government, and that this was largely responsible for China's
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existing political unrest. He believed that it formed the essence
of America's opportunity in China. To quote from Locke's report to

President Harry S. Truman:

Through the presence of American troops sent to China to help
disarm and repatriate the Japanese armies, China has been given
a breathing spell from full-scale civil war. If, as a result
of the influence and aid, she is able to use that breathing
spell to reform, liberalize and revitalize herself from within,
a real basis for national peace and unity can be
established. 143
In short, Locke was in favor of aiding China building its own
political and economic institutions. Even Donald M. Nelson, former
head of the American War Production Mission in China expressed
concern about the formation of a centralized authority over Chinese
production. In a letter to T. V. Soong on September 11, 1945, he
said: "I believe it is of prime importance to centralize authority
over Chinese production policies and plans during the reconstruction
period in a single governmental organization comparable to the WPB,
and which will report directly to you. This new organization might
be called "Office of Reconstruction and Development" or something
similar. Its chief functions would be to establish broad policies,
to coordinate plans for industrialization, and to follow these plans
through to execution. "144 Again, on August 20, 1945, Locke, in a
memorandum to President Truman entitled "A Proposal Aimed at
Averting Civil War in China," said that the unity and political
integrity of China could only be achieved by carrying out certain
fundamental reforms, like distribution of land to eliminate absentee
ownership, lowering of farm rents, abolition of usury, and

extortion, suppressing official corruption, better wages, treatment,

and living conditions, and education for workers and peasants and
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their families. Locke believed that implementing these programs
would defuse the Communist political and economic propaganda.

During this time, the Chinese authorities, too, were asking the U.S.
to help China in overall industrialization and economic
development.145 Both Locke's ideas and the Chinese demands were too
unrealistic to be materialized. The US lacked the capacity and
resources in the post-war period to bring about an overall
transformation of the Chinese economy. Moreover, the beginning of
intensive civil war made it impossible for the US to carry out a
well-planned economic reconstruction program in China.

In order to form a new governmental organization, Locke, as
Economic Advisor to Chinese government, developed cordial and
friendly relations with Chiang Kai-shek and other Chinese officials.
By the 24th of November, 1945, a detailed structure was set up to
replace the War Production Board, and "a new American group, to
replace the Mission in supplying American economic co-operation, was
proposed for President Truman's approval." The name of the
organization was given as the Supreme Economic Council. It was
brought under the general direction of Chiang Kai-shek. It was
intended to restore the confidence and hope of the people "by
showing that the government is aware of their needs and is taking
realistic steps to improve their situation."146 A program which
included economic and political aims and policies was prepared and
Generalissimo Chiang Kai-shek personally presented it at the first
meeting of the new organization. On November 26th, the Chinese
Supreme National Defense Council, in a special session, approved the

formation of the Supreme Economic Council. Its avowed goal was "a
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substantial and steady rise in the mass living standards of the
people.” 1In order to achieve this object, it would "direct and
assist the early, sound and vigorous economic reconstruction and
development of China," and would have full and final authority over
the economic activities of all agencies of the government.l47 Dr.
T. V. Soong became the President and Wong Wen-hao of the old CWPB
became the vice-president of the new organization. Locke and other
U.S. officials helped the Chinese in drafting the Organic Law of the
New Economic Council. This Organic Law, passed by the National
Defense Council on November 26, 1945, was intended to promote
economic reconstruction projects and hasten national economic
development. Chief among its functions were: (1) utilization of
natural resources, (2) determination of economic policies, and (3)
formulation of economic plans.l#8 Later, Chiang Kai-shek recommended
some specific programs for immediate action by the council which
included: (1) nationwide improvement of transportation, (2) an
intensive program for strengthening agriculture, (3) an immediate
program to assist industry, (4) encouragement and improvement of
foreign trade, standards of health, and free public education, and
collection and analysis of facts bearing on economic projects of
importance over the next five years--such as the harnessing of
China's rivers.l49

The disbanding of the American War Production Board and the
CWPB and the formation of the Supreme Economic Council marked the
end of the Mission's activities. It marked the end, however, in a
formal sense only. "One of the aims of the Mission," as Mabel

Taylor has insisted, "had been to help the Chinese prepare to deal
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effectively with their own economic problems in the post-war period
by making American experience available to them during the war."
The members of the Mission had worked continuously for many months
with the Board and the Chinese industry, demonstrating their methods
of going about things, "American experience and the American way of
dealing with problems." Any assessment of this association requires
that the story be followed through the setting up of a new
organization and a new program for dealing with China's peacetime
problems.150

The Nelson Mission, with its object of immediate wartime
production, pursued the "goal of a unified and democratically
oriented China," and this goal was also that of the Locke mission.
The unity of China and a political reorientation of the government
were recognized as essential to the explicit goal of an economically
competent and prosperous nation. Neither the Nelson mission nor the
Locke mission was charged with any direct responsibility for uniting
China or for changing its political concepts. These political
problems, nevertheless, were so "fundamental to the economic future
of China that much thought was devoted to them and every possible
influence brought to bear toward their solution."151 Some authors
like Anthony Kubeck believe that the U.S. peace efforts during the
Marshall Mission badly affected economic development procedures in
China. Similarly, E. A. Locke Jr. talked about this in his oral
history interview:

When Pat Hurley exploded and Truman sent over General Marshall,

all of us having anything to do with China were sternly, and

strictly, and clearly instructed to do nothing except by and

through Marshall. I forgot just how it came about, but very
quickly all the non-political activities in China of this
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nature were quickly brought to an end, and Marshall

concentrated on the negotiations with the Communists. I

thought it rather a shame myself that this assistance to the

Chinese in terms of post-war planning for their economy was not

continued for perhaps a year after the war.

It should be remembered that, E. A. Locke, Jr. saw the Chinese
problems mainly from an economic point of view. In his interviews,
Locke tried to defend or support the KMT authorities in China and
contended that they were the only legitimate government in China.
No doubt, he shared the views of Nelson, Hurley, and other pro-KMT
individuals in the Truman Administration. Locke believed:

An essential element in China as elsewhere was a sound and

expanding economy, and that work on it should have been carried

foward at the same time as the military and political aspects
were being worked on so actively. And I think if it had been
done there would have been some strengthening of the Chinese

Nationalist position. I don't presume to say that it would

necessarily have changed the course of history, but it might

well have enabled the Nationalists to do better; it might have
helped them to get gradually greater support from the people.

It's hard to say. Some very valuable time and some

considerable opportunities were lost.153
Locke didn't hesitate to say that Marshall's appointment as a
mediator meant all U.S. economic assistance went "down the drain."
Moreover, he claimed that Marshall "was preoccupied with political
and military aspects and had no time and little interest, perhaps
understandably, for the economic side, and so "the whole thing was
quickly phased out. 154

Despite Locke's emphasis on the Marshall mission as the
principal reason for failure of the CWPB and later the U.S. co-
operative efforts with the Supreme Economic Council for the economic
and political development of China, his conviction about the

Marshall Mission and its relationship with CWPB's failure or

successes is biased and to a large extent prejudiced. Aid to China
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was never stopped and Marshall himself recommended increasing
financial and Lend-Lease assistance to China after his success in
arranging a truce in January and February 1946. Even Marshall
wanted to use American assistance as an incentive for the political
unity of China. He recommended agricultural aid and an Export-
Import Bank credit to China.

The truth is that failure to continue the post-war economic
development in China was not due to Marshall's political efforts,
but because of the outbreak of intense civil war, which mainly
resulted from the KMT's adamant policy toward the Communists.
Moreover, it was not possible to industrialize China (and thereby to
eliminate poverty and Communist influence) by sending aid or
experts. What would have been needed was a total occupation of
China by America as happened in Japan, and, thereby, the ability to
reorganize its industrial and economic life. Indeed, even if such a
step had been taken--impossible for practical and other reasons--
China's problems were too enormous.

This does not mean that the American War Production Mission did
not work on China's economic problems. As stated in an article
entitled, "Guide to China's Industrial Future" by Alex Taub, a
former FEA Chief Engineer, in the China Trade News, March, 1945,
"Through Donald Nelson, her war effort for the production of things
for war has been squared off, an organization has been built up, and
funds have been provided to correct the many economic interfering
evils." Moreover, Taub predicted that "out of this will come much
needed managerial and technical experience for China's industrial

future."135 Nelson told Chiang Kai-shek on September 19, 1944, "The
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different kinds of plans (for economic development) should be mapped
out before the end of next year, and those pPlans should be definite
instead of being vague and impracticable." Locke, as a member of
the U.S. "State Department's Interdepartmental Committee on Economic
Policy Toward China, worked out basic principles to govern Chinese-
American post-war co-operation." Also, O. R. Johnson of the Mission
Administrative staff prepared a report "on the Development of post-
war trade with China." Lester Bosch, Mission Assistant Deputy,
worked on the "problem of power frequency standardization in China,
looking toward post-war industrial development." Finally, Locke Jr.
set up the Supreme Economic Council for postwar economic development
by China's own agencies. In all the wartime industry programs, the
needs of the future were constantly considered. Still, preference
was given to production to aid the war effort. Even after the
formation of the Supreme Economic Council, the U.S. specialists,
economists, technicians and other experts co-operated with the
Chinese organizations and helped develope a broad outline of an
industrial program for China.l56

The efforts of the American War Production Mission, which
provided a centralized control of wartime transportation in Free
China, also provided a link between the Chinese government and the
President of the U.S., the China Theater Command, FEA, the State
Department, and American industry. It increased wartime production
and saved various Chinese industries from being eliminated in the
post-war period. Undoubtedly, the China which emerged after 1949
received many benefits from the American War Production Mission's

contribution during the war.
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In sum, while UNRRA and Lend-Lease were efforts to sustain
China by providing necessary supplies and services directly from
U.S. stocks, the War production Mission program took a different
approach, seeking to help China become self-reliant largely by her
own resources and efforts. The exigencies of war, China's internal
conflicts, and the enormity of the task limited the success of this

self-help initiative, but its effects may still be seen.
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Chapter Five

UNNRA, China, and the United States : Efforts to Achieve the
Reconstruction of China Through International Cooperation.



An important chapter in the history of the United States'
efforts to bring about the economic reconstruction of China opened
with the establishment of the United Nations Relief and Rehablition
Administration (UNNRA) on November 9, 1943. Although UNRRA was
officially created in late 1943, interallied collaboration regarding
relief to war devastated countries began in 1939-40 "and culminated
in June 1943 with publication of a draft agreement for international
administration for relief and rehabilitation in liberated areas."l
The US Department of State took the final and major initiative for
the formation of UNRRA. The United States Under Secretary of State,
Dean Acheson, with the consent of FDR, and after long and convoluted
discussions, prepared a draft agreement on UNRRA and distributed the
document to the representatives of other nations. With the
assistance of influential senators, the Roosevelt administration was
able to neutralize Congressional opposition to the formation of
UNRRA. The US Congress accepted this proposal for the formation of
UNRRA on condition that the UNRRA was to be separated from Lend-
Lease, and that the US President would inform the Congress from time
to time about UNRRA's performance.2 After the completion of "all
formalities™, President Roosevelt and the representatives of thirty
three members of the United Nations, and eleven associated nations
signed the UNRRA agreement in a dramatic ceremony on Tuesday,
November 9, 1943, in the East Room of the White House.3 The US

Congress, once certain "drastic changes" concerning the scope of
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UNRRA, were agreed to, approved participation of the United States
in UNRRA in a joint resolution.%

After signing the UNRRA agreement, the representatives of
forty-four nations met at the stately Claridge Hotel, in Atlantic
City, New Jersy, from November 10 to December 10, 1943, to map out a
program of collective operation on a global scale. Herbert H.
Lehman, former New York Governor and the Director of OFRRO (Office
of Foreign Relief and Rehabilitation Operations) was elected as the
first Director General of UNRRA. The first session of the UNRRA
council also arranged ﬁhat each member state whose territory had not
been occupied be asked to contribute a sum equal to one percent of
its national income for fiscal year 1943.3 Provisions were also
agreed upon defining the scope and nature of UNRRA functions.®

The supply of relief goods and services and rendering
rehabilitation works were the main functions of UNRRA. UNRRA,
however, was not supposed to "restore" the economy of a country to
pre-war levels or conditions. Rather, it was UNRRA's task to "put
back into running order those segments of a nation's economy which
were necessary to carry out the relief program, and to give each
country and its people some of the tools to begin to help
themselves."’/ Even the House Foreign Affairs Committee, while
approving the UNRRA authorization bill on January 12, 1944, made it
clear in an amendment that the "...task of rehabilitation must not
be considered as the beginning of reconstruction - it is coterminous
with relief. No new construction or reconstruction work is
contemplated, but only rehabilitation as defined in the preamble of

the Agreement. Problems, such as unemployment, are important, but
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not determining factors..... The Administration cannot be called upon
to help restore continuous employment in the world."8

Undoubtedly, the United States had a tremendous indirect
influence on UNRRA's activities. The United States was the major
financial contributor, the principal organizer, and the chief policy
maker in the UNRRA. The source of America's influence was its major
financial contribution to the UNRRA budget. The US Treasury
Department provided 72% of UNRRA's operating expenses, and 90% of
all food and other UNRRA supplies were shipped from America.
UNRRA's three Directors-General, Governor Herbert H. Lehman, Mayor
F. H. LaGuardia, and Major General Lowell Rooks were all Americans,
and a substantial proportion of its personnel were Americans. In
many respects, UNRRA represented itself as a domestic US
organization.9

Besides contributing money, the United States also granted
UNRRA certain facilities to carry out its operations. The State
Department provided UNRRA telegraphic and code facilities in its
initial stages, granted immediate passports to US citizens employed
and visas to other nationals employed by UNRRA. It also waived
postal duties on UNRRA pouches. "In numerous other ways also the
Department of State and other agencies of the United States
Government have facilitated the work of the Administration."l0 The
financial plan for UNRRA, which was drawn up in Atlantic City by
Dean Acheson, was "recognized as an American document. "1l The
principal reason why forty-three other nations supported by the
UNRRA was the fact that the US was to bear the major burden of

financing its operations. Considering its large future financial
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contribution, other European powers, especially Great Britain,
accepted that the US must have an important voice in the UNRRA.12

As a means of compensating for the great destruction caused
by Japan, the United States was very sympathetic to a broad UNRRA
program for China. Officially, UNRRA's operations in China began
with the opening of a regional Office in November 1944 in China's
war time capital, Chungking. UNRRA's operations in China began
after V-J Day in September 1945. In order to prepare a detailed
estimate of future needs, UNRRA sent a commission to China
consisting of two Americans, Owen L. Dawson, later an agricultural
attaché, American Embassy, Chungking, Eugene Staley, and Dr. J.B.
Grant, a Canadian Physician with the Rockfeller Foundation, as
consultants. This commission played an important role in shapping
UNRRA's future program of operations in China.l3 uUntil v-J Day,
China received a very small amount of supplies, less than 100 tons
from UNRRA, and these were flown over the "Hump" from India. In the
early period, supplies most often consisted of emergency medical
items and seed. However, owing to the reoccupation of Chinese ports
by Chinese or Soviet troops, no UNRRA supplies were delivered to
China for three months following the Japanese surrender.l4

In the midst of tremendous problems after the Japanese
surrender, T. F. Tsiang, China's representative to UNRRA,Ibresented
to UNRRA Director General a formal request for assistance which
included estimated requirements for China worth $995 million.13 1In
addition, China also requested assistance in implementing its relief
and rehabilitation program.16 Meanwhile, relations between the

UNRRA and the Chinese Government were vividly defined in a Basic
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Agreement, signed in Chungking on November 13, 1945.1l7

It is true that China's requests were moderate and consistent
with damages done by the Japanese. But in reality, they far
exceeded the resources which UNRRA was able to devote to the China
program. Moreover, the Chinese reconstruction plans emphasized the
rehabilitation of agriculture, industry, and transportation rather
than food and other urgently needed relief items. There is no doubt
that China was primarily concerned with fundamental recovery from
the war and hoped to achieve this by promoting internal production
and trade.l8 Chinese hopes of long-term redevelopment using UNRRA
funds and services, then, conflicted with both the UNRRA's charter
and the US Congress' desire for a limited short-term policy. When
Arthur Young, the American financial advisor to the Nationalist
Government of China demanded that "basic economic and financial
rehabilitation needed to come first", and requested that the Chinese
concentrate "upon the restoration of monetary stability" and do
"only the most essential things", Chungking insisted on focusing
mostly on its requests for clothing, industrial rehabilitation, and
public health.l9 This unrealistic approach of the Nationalist
Government toward relief and rehabilitation definitely came from
miscalculations and wrong assumptions of high ranking Chinese
government officials, who among other problems suffered from greed.
As a result, this program underwent successive modifications and
revisions in the light of the availability of funds, procurability
of supplies, and further specific requirements. The supplies
finally procured and delivered to China under the initial -decision

totalled approximately $517.8 million.20
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The US was always generous in its support of China's interests
in the UNRRA. The generous attitude of the US was clearly reflected
on February 21, 1946, when the Chinese Ambassador Wei Tao-Ming urged
Assistant Secretary of State, William E. Clayton, to support an
amount of $800,000,000 for China "when the remaining part of the
UNRRA (allocation) comes up for consideration." Clayton refused to
make any definite commitment until adequate data had been made
available. Nevertheless, he assured the Chinese Ambassador that the
US would "look with sympathy at Chinese claims and endeavour to
support as large a program as appears equitable in the light of
resources and total obligations." Meanwhile, US representatives
"supported the program for China in the amount of $323,000,000 for
the first two quarters of 1946 .21 Although this amount didn't
fulfill half of China's original demand, it was by far the largest
amount which a single country received from UNRRA during this time
and it, at least, helped keep the Chinese program somehow running.

Within the UNRRA a debate developed over whether China should
be a paying or non-paying nation in the program. Upon US insistence
China entered the program as a non-paying country. When a
committee, headed by Harry White of the US Treasury Department and
including four other members from Norway, Britain, Canada, and
Mexico, was set up by UNRRA to determine the capacity of foreign
governments to pay for external and internal rehabilitation costs,
the Chinese authorities explained their inability to afford expenses
for both internal and external rehabilitation costs either in local
or foreign currencies. It was only upon White's insistence that

China was excused from the foreign currency costs. Again, when the
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British and the Norwegian representatives wanted to cut China's
program, White, supported by the Canadian representative, defended
China on the ground that "China had suffered beyond imagination, and
should not be pressed to cut."22 Consequently, the Chinese
proposals were included in UNRRA Sub-Committee resolutions.

One aspect of the Sino-American UNRRA deal was the US belief
that by resisting Japan for years, China already had fulfilled all
preconditions for being eligible for a variety of international
financial assistance for reconstruction. Thus, every type of
assistance being offered to other belligerent nations must be
extended to China.23 The US officials to UNRRA also discovered that
"American business might be extremely interested in the effect of
the UNRRA program on private trade between the two countries" and it
did not matter to American business "whether its sales were to
private parties or to UNRRA . "24 Also, in the UNRRA program, the US
found intensive but parallel efforts toward its greater goal of an
extensive industrialization of China which would in turn make it a
post-war industrial democratic ally, free from all internal radical
elements. 23

UNRRA's first task in China was to supply and distribute
essential relief goods such as food, clothes, medical supplies and
other items in order to save millions of hungry and destitute
people. The food crisis in China was so serious that UNRRA decided
to spend 25% of its China budget ($131,790,000) for food. The US
whole-heartedly co-operated with UNRRA in supplying food for China.
The estimated food needs of China, prepared by the Chinese

Nationalist Relief and Rehabilitation Administration(CNRRA), was
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about 6,760,000 tons in late April, 1946. This calculation was
supported by similar findings made in May, 1946 by a small American
mission sent by President Harry S. Truman to investigate food
conditions and needs in China.Z27

The UNRRA, however, was unable to supply enough food to China
until the middle of 1946. 1In order to get co-operation in
collecting enough food for China's and Europe's hungry, UNRRA
Director General, Herbert H. Lehman, called on the American people
to help face the "most critical situation in respect to food that
this world has known within living memory."28 oOn February 5, 1946,
President Truman, responding to the call of UNRRA, imposed some
restrictions on domestic food consumption, reduction of the
percentage of wheat in alcohol production and other beverages,
imposed direct control by the Department of Agriculture over exports
of wheat and flour in order to facilitate movement to destinations
of greatest need, and restricted the use of bread grains in the
feeding of livestock and poultry.29 Although this voluntary
consumption restriction worked well, it couldn't fulfill the vast
needs of the receiving countries. The United States provided the
lion's share of food supplies to UNRRA recipients. Other countries
like Great Britain, Canada, Australia, India, and Argentina could
provide only a small fraction of the needs of UNRRA. Anyhow, this
food supply and distribution program of the UNRRA saved millions of
lives in China.30

However little the amount of food supplies to UNRRA, the United
States always exercised its influential voice through the UNRRA

Combined Food Board in favor of significant amount of food going to
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China, and emphasized the importance of a balanced diet with a basic
ration of wheat for China. In addition to wheat, the basic foods
sent to China in large quantities were beans and lentils. Together
with these foods, smaller quantities of oils, sugar, meat, fish, and
some dehydrated foods were also sent.3l Besides the regular
supplies of wheat and rice, the US also sent a considerable amount
of canned goods, accumulated by the US Army in India as war stocks.
UNRRA bought them at a cheaper price for China. Upon their arrival
in China, efforts were made to distribute them as relief supplies in
central Hopei, but the meats and hash were viewed with suspicion by
the peasants who believed that the forigners were offering them food
which they themselves were unwilling to eat. The recipients threw
the meat away and used the cans. Later on, these canned vegetables,
tuna, meat, sliced bacon, boned turkey, salmon and corned pork, and
stews were sold at very low prices.32 UNRRA also purchased
different kind of food for China from US Quarter master's stocks.
Realizing the desperate Chinese demands for rice the US also
co-operated with UNRRA in the procurement of rice from the Siamese
Government .33 Through 30th June, 1947, the UNRRA was able to supply
a small portion of rice out of its total food supply of 893,375
tons. Moreover, under UNRRA programs over $13,500,000 worth of US
Army surplus foods and other Army stores were shipped to China. By
the end of the UNRRA program in 1947, "a total of over 1,091,000
tons of food, covering approximately the full amount of the budget,
were sent to China."3%4 Undoubtedly this food saved millions of
lives in China. Like most of the invaded nations, China "couldn't

have gotten through the first two hard post-War years without it."35

299



It is true that the UNRRA food prgram fulfilled only a part of
China's food requirements. Starvation continued to exist in many
parts of the country. Nevertheless, UNRRA food supplies made
posssible some beneficial activities. Numerous "mass feeding
stations, health centers, hospitals, children's nurseries, work
relief, road repair, irrigation,tractor projects, as well as
national conservancy projects", relied on UNRRA- supplied food to
carry out their respective programs.36 Even US flour was used as a
substitute for cash payments to the factory workers and industries
in China. It created incentives on the part of the workers which
helped to boost production in the Kailan Mining Industrial Unit.37

To save millions of people from severe cold in the winter of
1946, the Truman Administration actively co-operated with UNRRA in
its collection efforts to collect used clothes and shoes from
American citizens and in their distribution among the Chinese
people. By supplying limited quantities of new clothes, used
clothing, footwear, and also vast quantities of raw cotton to be
used in reviving China's own textile industry, the UNRRA could fill
only a small fraction of China's huge clothing needs. Many
voluntary and religious associations in the US joined in this used
clothing collection effort. US church groups played a major role in
this field. In September, 1945, President Truman appointed Henry J.
Kaiser to head the "victory clothing" program under auspices of the
United National Clothing Collection Inc.38 By the 13th of April,
1946, a total of 48,853,781, pounds of clothings and other items
were collected. China got 386,692 pounds out of this collection.39

Moreover, China also got a share of the salvage clothing which the
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UNRRA purchased from the US military and had it reconditioned under
regular treasury procurement Division contracts. Also, the UNRRA
took over from FEA surplus stocks of clothing from the military's
plan "A" program of supplies for civilian relief. China received
an important share of this collection.40 China also got a share of
the used shoes which the UNRRA bought from the US Quarter Master
Department. The UNRRA's concern in regard to China's clothingt
situation led to establishment of seven garment centers in five
cities: Nanking, Hankow, Beijing, Canton, and Shanghai. Those
garment centers tried to recondition used clothes, and furnished
work to refugees centered in the five cities.4l Besides supplying
cotton goods, the UNRRA also provided raw cotton to Chinese Textile
factories from the US, India, and Australia.

The United States also supplied limited emergency shelter
supplies to China through the UNRRA program. These supplies
consisted of Quonset huts, Butler huts, Tarpaulins and tents. These
limited emergency shelter supplies were used both for the
"protection of groups of refugees and 'work relief' laborers and for
the housing of work projects."42

It was in medicine, however, where the U.S. through UNRRA made
significant and substantial contributions to saving hundreds of
thousands of lives.#3 The U.S. Government always sympathetically
considered China's medical and sanitation problems and co-operated
with the UNRRA to solve them. When in November, 1945, the Chinese
government requested the U.S State Department to send some
requisitioned medicines such as Diptheria anti-toxin, Typhus

vaccine, plague vaccine, and small pox vaccine all of which were
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stored in different parts of the United States, in a rapid but
inexpensive manner, the State Department tried to send them by ATC
plane "not only because of its desire to Co-operate with the United
Nations' relief orgnization but also because of its desire to assist
the Chinese Government...."44 Moreover, the United States sold a
huge amount of medical supplies to the UNRRA (more than $5.5
million) for China from its surpluses in the Pacific zone.%43

The UNRRA also received substantial US aid for the restoration
of China's hospitals, medical schools, nurse and technicians'
training centers, clinics, health stations, sanitaria and research
organizations. It not only restored some big medical centers like
Nanking Central Hospital, Peking Union Medical College, and Shanghai
Medical College, but also provided new equipment, medicines, and
financial help to those institutions.%6

Under an epidemic disease control program, the UNRRA bought
from the U.S. 2,500 tons of serums, vaccines, drugs and sanitation
supplies, including a large quantity of DDT with equipment for its
application which contributed in controlling the spread of cholera,
kalazar, plague, tuberclosis, small pox, malaria, typhus, typhoid,
dysentery, and relapsing fever in different regions of China.4’ One
aspect of the UNRRA medical program was that the U.S. Army actively
cooperated in sending prompt aid to sufferers in different regions
of China. When there was an outbreak of spinal meningitis in Yenan,
a U.S. Army plane carried penicillin and sulfadiazine to that area
in April, 1946. Besides, the U.S. also contributed ambulances from
its Army surpluses to carry the cholera victims from Hospitals.48

Again, realising the gravity of the cholera situation, a cholera
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mission, consisting of seven doctors and two sanitary engineers with
five tons of medical supplies including DDT was promptly sent by air
to China from Dayton, Ohio, U.S.A. to assist the Chinese health
authorities until the epidemic was over.%49 Supplies were also
provided for the control of malaria.

The United States shared the training of Chinese medical
personnel and nurses. During 1944-1945, a first group, consisting
of thirteen technical experts from China, received their training in
the U.S. under an UNRRA fellowship program.SO When in 1946 UNRRA
offered twenty-five fellowships to study child welfare, penicillin
production, and nutrition, two Chinese students were sent to the
U.S. under this program for a special period of nine months study in
those fields.?l Under a special Nurse-Teacher Fellowship project
established in 1946, twenty Chinese nurses received training in the
U.S. in institutions of the Department of Hospitals of New York
City and brief observation at other centers.’2 Besides providing
training, America teachers, doctors, dentists, X-Ray technicians,
Nurse-training instructors, and sanitary engineers participated and
offered intensive and short term courses in various Chinese medical
schools, colleges and hospitals.53 Eventually, the UNRRA also
started providing epidemiological information to China.%% The
medical program in China however, was not always successful. The
Chinese authorities often failed to use or to distribute personnel
in a proper manner. The situation was so bad that in some cases
U.S. officials in China opposed extension of the medical programs in
China until the Chinese provided evidences of proper distribution.??

Although the UNRRA was supposed to carry out operations in

" 303



China on the basis of government appropriations and bank loans, the
U.S. through its major supply programs came to be a pivotal
additional financier for UNRRA operations inside China. The U.S.
Navy rendered the service of "up river lifts" worth $ 151,800 out of
$3.5 million under UNRRA's "Coastal Shipping Fund Program." The
total US Navy invoices for 'upriver lifts' amounted to $438,975.56

Also, the UNRRA used a major part of the US supplies for sale
in commercial or government channels. The main items for sale were
textiles, clothing, footwear, raw cotton, and industrial,
communication, and transport equipment Foods and fats comprised the
other principal categories. U.S. flour was used as wages in
industrial sites, in the Yellow River projects, and was also sold by
the UNRRA in the open market by UNRRA to counteract the high price
of food. About the many sided use of U.S. flours, David Cobb,
American Assistant General Counsel wrote:

The United States flour which has been distributed in China

portion has been distributed to laborers as wages..... CNRRA has

sold part of this flour with the dual purpose of placing the
flour on the market to relieve food shortage and the further
purpose of realizing therefrom a sum of money, whose equivalent
is then used by CNRRA in various rehabilitation and relief
projects throughout China.3’

But the relatively small amounts of flour that UNRRA was able
to supply from the U.S. could not influence the price level for more
than a brief period. Moreover, lack of transportation prevented
proper distribution of food, and lack of effective rationing and
price control systems reduced the importance of U.S. food in

China.%8 During the last part of the UNRRA program in China,

however, sales of industrial, transportation, communication

304



equipment, and fertilizer rose. All these things indicate that in
China, there had been a beginning of an intensive industrialization
process under the UNRRA program.

The greatest proceeds of UNRRA sales, however, consisted of
selling raw cotton to Chinese textiles mills. As a result of a
series of cotton negotiations which took place between the Chinese
government, the UNRRA Central Committee, and the Council for the
Committee of the Far East(CCFE) a detailed plan for the sale of raw
cotton took place, and eventually 633,912 bales or $19,000,000 worth
of cotton was procured. It was agreed that the proceeds of sales of
this cotton would be used for financing UNRRA-CNRRA operations and
the various rehabilitation projects. By December 1947, the amount
of raw cotton shipped to China totalled 147,829 tons valued at
$79,607,000.°9

The proceeds of sales of cotton, as of flour helped the UNRRA
to carry out programs inside China but failed to affect inflation or
deflation. On the other hand,the factors retarding the general
recovery of China were on such a huge scale as to be entirely beyond
the scope of aid provided by these programs.60 Moreover, China
desperately needed finance to meet the local costs of the UNRRA
program, which could only be procured from sale of import goods and
of foreign exchange. Although Arthur Young, the American Financial
Advisor to the KMT Government, recommended that imports be sold
"through the ordinary commercial banking system, rather than through
bureaucratic import and sale of goods", his opinion was not
accepted by the Chinese Government. Young believed that, the system

of official handling of internal sale of imports was bureaucratic
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and would interfere with restoring the normal flow of goods. He
preferred private trade to official and controlled trade. The KMT
oligarchy, however, disregarded Arthur Young's opinion and continued
to keep the practice of controlled trade which eventually failed to
suppress inflation or to introduce a competitive economy.61

US officials co-operated with UNRRA's foreign national
training program with much enthusiasm, and the State Department
regarded it "as deserving of commendations and of the support of the
US government and of the private American business firms.....
was necessary to train more and more Chinese to carry out all these
new development plans. Since it was not possible for the United
States or UNRRA to provide trained officials to carry out the UNRRA
program in the vast interior of China, providing training for the
Chinese was thought to be the best course, both from an economic
point of view and also from future considerations. In October,
1945, the US department of State in consultation with the Department
of War responded to the Chinese representative's request by
releasing conscientious objectors then on duty in the Far East.
William Clayton, Assistant Secretary of State informed Major
General J. H. Hilldring, Director of the Civil Affairs Division of
the War Department, that these officials would be released only on
condition that they join the UNRRA staff. Although the UNRRA sent
many trained social welfare workers from the US, the Department
accepted the Chinese opinion that using this large group of trained
workers already stationed in or near China, saved both time and
money for UNRRA and money for the Army while promptly gaining the

services of such workers for the China program.63 Both U.S.

306



governmental and private agencies co-operated with the UNRRA in its
personnel recruitment program for China. During the late winter of
1945 and early spring of 1946, under a special recruitﬁent program
for China, specialised staffs were recruited in the US. In order to
provide training for UNRRA recruited personnel, a training center
was established at the University of Maryland for social workers
dealing with displaced persons.64 The U.S. also provided language
training programs to the trainees. 63

The U.S., along with other nations, sent experts to China for
the training of Chinese personnel in various UNRRA programs. In
1945, "38 Chinese technical experts and 12 additional social
welfare experts who were brought to the U.S. received advanced
training in special fields.b6 In 1946-47, at least ninety-six
Chinese specialists received training under UNRRA fellowships,
mostly in the U.S. in various fields for a period of six months to a
year.67 A result of this personnel training program was an
effective teaming up of western administrative experience and
technical 'know-how' with Chinese experience and knowledge of local
conditions, language, attitudes and procedures.

On February 28, 1947 the US had the following number and
categories of program personnel in China, which was the biggest of
38 nationalities' 3,191 persons. The figure was as follows:

Male Female Non-Resident Resident _Attached to China office

_— s e e Y e -

On_loan as program personnel

819 282 1094 7 603-498
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The total number of US personnel was 1101.68

Beginning in mid-summer 1946, the equitable distribution of
supplies to communist-held areas in China became a matter of
increasing concern for the CCFE. The existence of this dual
government in China posed a real troublesome situation for UNRRA.
Regardless of how CNRRA was set up on paper, in practice, it did not
have the administrative ability to gurantee an efficient
distribution system, even in the Nationalist controlled areas.
Since the welfare units of the communist government in China were
well organized, distrbution of relief supplies in Communist held
areas was more efficient than in the Nationalist controlled
territories 64).

The UNRRA faced four main alternatives, (a) Continue to deal
only with the Chungking Government and provide supplies only for the
areas under its jurisdiction; (b) Continue to deal with the
Chungking government officially but distribute relief supplies to
all areas on the basis of informal agreements by local UNRRA
representatives; (c) deal with the Communists as well as the
Chungking government on an equal basis; (d) Withdraw from China
altogether.

Because the UNRRA charter prohibited the UNRRA from
dicriminating in relief distribution due to religious or political
belief, and since the U.S. was not eager to "playing politics with
relief" in China, the first alternative was clearly not acceptable
to the U.S. Since the Chungking government's needs for relief were

much more acute than were those of the Communists, the alternative
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(d) or no relief at all was equally unacceptable to the U.S.
Moreover, denial of relief for the purpose of bringint about a
"peaceful democratic" China would appear as arbitrary and inhumane
as denial in order to force a free press or other domestic reform.
The "better policy was probably that of continuing to deal only with
Chungking but taking great care to have supplies divided equitably
between the two parts of China "for which UNRRA needed adequate
observers and an office or offices in North China."’0 Considering
these aspects and upon the suggestions of the U.S. and other
representatives, the U.S. government recommended that UNRRA carry
out its operations in China in the following way: (a) UNRRA
negotiated the usual agreement with the Chunking government; (b)
based upon its own independent investigations, the UNRRA had to
determine what was an equitable division of relief supplies between
the two parts of China; (c) distribution in North China was to be
accomplished by agreements between local UNRRA officials and
appropriate established authorities, like CLARA; (d) in case of
"extreme civil war" the UNRRA was to (1) eliminate from its program
rehabilitation of railroads and industry which would aid either side
in waging war. (2) the UNRRA was to retain sufficiently under its
control trucking and shipping furnished by the UNRRA to prevent
abuse by the military; (e) if these procedures did not yield
equitable distribution and the Chunking government interfered with
.distribution in North China, the UNRRA was to be prepared to find
alternative solutions, even though they might raise political
issues.’l

The CCFE, in its meeting of 9th ‘April, 1947, discussed the
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problem of equitable distribution in Communist held areas. In view
of the military operations in the Communist controlled area north of
the Huai River, and the danger to UNRRA personnel in attempting to
distribute supplies there, the US member recommended withdrawing
UNRRA personnel from the designated zone, speedy distribution of
supplies already in that zone, and the reallocation to non-war zones
of other supplies intended for that area.’2 After prolonged
negotiations with the Chinese National Government and the
Communists, during which little was accomplished, it became evident
that distribution in the Communist areas had become impossible for
the time being, and that any temporary withholding of shipments to
China in the hope of an improved situation was unrealistic. 1In
view of the above, the UNRRA Central Committee, at its 62nd meeting
on November 17, 1947, decided, (1) to abandon the effort to
distribute supplies in Communist-controlled areas; and (2) to
release the impounded supplies which had already been contracted
for, to accessible areas in North China. Accordingly, on 24
November, the impounded supplies were released to CNRRA and
agreement was reached between UNRRA and CNRRA regarding the
shipments of certain medical supplies and rehabilitation equipment
to areas north of the 34th parallel.73

In sum, the Communists always experienced disparity and
discrimination from the Nationalist government officials in the
distribution of relief supplies. No attempt was made "to calculate
theoretically what might have been a wholly equitable percentage of
supplies to the people in Communist areas."’% As 0. Edmund Clubb’/3

stated in his Reminiscence recorded by Richard D. McKinzie of the
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Harry S. Truman Library:

In China as distinct from all other countries in which UNRRA
operated, UNRRA did not distribute the food supplies. It
handed them over to a new organization, the Chinese Relief and
Rehabilitation Administration. And be it said, there was a
great deal of corruption in connection with that particular
administration. And all UNRRA could do was to try to supervise
to a degree and report on what was happening. It was a very
general oversight that they applied. In theory, of course, the
UNRRA supplies were to go to Communist controlled territory as
well as Nationalist controlled territory. In actual fact,
however, almost all of the supplies went to Nationalist
controlled territory, and there was very little that ever got
to the Communists. In part this was due, let us say, to the
refusal of the Communists to give much in the way of facilities
for travel into areas under their control. But, of course, it
was due in main, let us deduce, to the desire of the
Nationalist to have most of the supplies for themselves. /6
Thus, the CCP held areas more or less failed to get benefitted
from the UNRRA's immediate relief works or permenant rehabilitation
works, for which both the KMT and CCP are to be blamed.

Despite the fact that the Communist-held areas were debarred
from UNRRA supplies or its development programs, it was only in the
field of rehabilitation of displaced persons that the whole of China
benefitted in general. UNRRA's authority to care for and assist in
the repatriation of displaced persons was originally defined at the
First Council Session. At first, it was decided by the UNRRA
Council to repatriate only the United Nations nationals and
stateless persons displaced as a result of the War. Later on,
however, this decision was changed and eligibility was extended to
other persons who had been displaced by action of the enemy. Due to
this change in decision, the UNRRA got authority not only to
rehabilitate the nationals of liberated or occupied territories but,

also in ex-enemy territory and, under certain conditions, in

territories never occupied by the enemy.
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The problem of repatriating war-dislocated populations in the
Far East was the subject of exploratory discussions between the
UNRRA and the member governments concerned in the later part of
1945. 1In August, at the request of the Chinese and Philippines
Governments, the UNRRA undertook the repatriation of Chinese
nationals who had been brought to the Philippines by the Japanese as
forced labor. An exploratory fact-finding mission left the United
States in October, 1945, and returned in December with information
as to additional reponsibilities which government and military
officials wished UNRRA to assume with respect to the dislocated
population of the Far East. The report of this mission emphasized
the gravity of the situation with respect to four groups in the Far
East: (1) 15,000 European displaced in Shanghai, most of whom were
persecuted by the Nazis for racial or religious reasons; (2) an
estimated 200,000 overseas Chinese, i.e., Chinese nationals who had
been permanently domiciled outside China in adjacent territories
invaded by the Japanese, and who wished to return to those countries
from China; (3) small groups of Chinese permanently domiciled in
China who, as a result of the war, were displaced outside of China,
and wished to return to their homeland; and (4) millions of Chinese
displaced in China by reason of the war with Japan, the civil war,
and economic conditions. The last mentioned group was to be the
responsibilty of CNRRA. 77

Among the above mentioned four categories, China got assistance
for only the European displaced persons and very little for the
repatriation of overseas Chinese. The U.S. Army provided

transportation and military clearances for an early survey during
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the war of a critical refugee situation in kweichow province.78

The US also actively participated in the UNRRA's efforts to
repatriate the Overseas Chinese by obtaining shipping, providing
food and medical supplies, and also by arranging for their reception
in ports of destination. Moreover, the US in many cases carried out
diplomatic negotiations with the receiving countries for acceptance
of the displaced persons from China. For example, the US State
Department exerted a considerable amount of pressure on the
Phillipines government to accept the overseas Chinese in China from
the Phil}ipines.79

The US, however, very actively and extensively co-operated with
the UNRRA in its operation for the repatriation of the European
displaced persons in China. By the end of the war in 1945, there
were around 19,000 displaced Europeans, 87% of whom were Jewish. 1In
the face of strong Nazi and Facist persecutions in Germany and
Austria, they made their way to China between 1937 to 1939. At the
end of the war, they were living under very distressing conditionms.
Some of them had got a fair start in Shanghai when the Japanese
adopted a policy of segregation under the direction of Nazi Germany,
and their opportunities to move about and to conduct business were
denied.80 They became dependent on money from the American Jewish
Joint Distribution Committee (JDC). After the outbreak of the war
in December, 1941, funds from abroad were completely cut off. Since
May 1943 all Jewish displaced persons (DPs) in Shanghai were
required to live in a small ghetto close to important installationms.
Some 3,000 died of malnutrition and 13,000 out of 15,000 were

unemployed.81
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In order to repatriate displaced persons from China the UNRRA
undertook a joint program with CNRRA, JDC, and other organizations.
This program included the improvement of shelter conditions, the
provision of a monthly cash grant by the government of China, and
the distribution of food, clothing, and medical supplies for this
group. The United States contributed a large amount of cash and
other supplies for this UNRRA displaced persons program.82 During
the winter of 1945, the American military forces lent to the UNRRA
about 15,000 cases of rations for the feeding of approximately
13,000 European DPs, pending the arrival of sufficient UNRRA
supplies. According to a subsequent report, "During the nine months
after the war when considerable U.S. military forces were stationed
in Shanghai, when more than 1,000 European DPs were given temporary
employment by these forces."83

When in 1946, the Truman Administration relaxed the regulations
for Immigration & Naturalization toward the displaced persons, the
JDC took advantage of this liberal policy and directed its efforts
toward facilitating entrance into the US for Jews desiring to go
there.84 Besides allowing them entrance into the US, the United
States supplied almost 9,000 long tons of food in Shanghai,
including UNRRA flour, non-basic canned foods for the European
displaced persons from "Surplus property,"” and the aforementioned US
army rations. From its collection of used clothing, UNRRA supplied
bedding and clothing to this group. The housing was also improved.
The US, through its representative to UNRRA, strongly recommended
the repatriation of several hundred European DPs who preferred to

remain in China where they had established business or professional
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connections.85 The United States also strongly expressed concern to
the Chinese government about the treatment of Koreans in
China,especially, in the Tientsin-Peking area by the local
Chinese .86

By the end of June, 1947, the UNRRA had repatriated 1,332
displaced persons, and 4,295 had emigrated to other countries. An
additional 900 European refugees were scheduled for repatriation
from the Far East in July, 1947. On 30th June 1947, UNRRA's
displaced persons' work in China came to an end when the Preparatory
Commission for the International Refugee Organization (PCIRO) took
over this responsibility.87 The United States was the leading
recipient nation of European displaced persons in China. The other
major recipient nations were Australia, Canada, and several South
American nations.88

After displaced persons, the industrial program appeared to be
the most important UNRRA rehabilitation program in China. It
represented the largest portion of UNRRA's total China budget. In
fact, 33% or $169,132,100 of the whole China budget was spent in
this field.89 The United States, which supplied approximately 67%
of all supplies under this UNRRA program to China, was the principal
source of industrial rehabilitation supplies. "Of the United States
share, about two thirds came from United States military
surpluses."90 The US was particularly interested in the UNRRA's
industrial program in China since it served a parallel effort by the
US to industrialize China through FEA and the War Production Mission
Board.91 Another major initiative for China's industrialization was

adopted by the American War Production Mission through the Chinese
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War Production Board. Despite the fact that US wanted China's
postwar industrialization, Congress vehemently opposed the intensive
industrialization program through UNRRA. Some members of the
Congress argued that "the purpose of UNRRA is not to re-establish or
establish, as Albania or Yugoslavia, which are not industrial
nations, industrial setup for the future. We are to try to
rehabilitate those countries and not set them up in industrial
business." But the US Administration, in cooperation with the
UNRRA, was able to convince Congress that UNRRA's industrialization
program in China or elsewhere w;s not intensive, but a mere
restoration of the pre-war level of industrial production. Despite
Congressional opposition, the UNRRA with the US Administration was
able to carry out multiple programs for China.92 The industrial
rehabilitation program of the UNRRA in China had two major
components: the transportation rehabilitation program, and heavy
industrial program such as rehabilitation of public utilities, saw
milling, waterworks, building and shelter construction, and mining.
In both components, the US provided the largest single share of
supplies for China.

Compared to the tremendous destruction caused by the war to the
Chinese industries, however, the US contribution was relatively
small, but, as an UNRRA report concludes, "this contribution is of
the utmost importance during the critical period" which China
faced before normal trade could be restored and the channels of
international investment reopened.93 The US furnished to China
through UNRRA public utilities supplies and services to help the

partial restoration of China's war-damaged public utilities toward
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their pre-war capacity in mines, cities, and in factories.

Equipment and chemicals were also provided to rehabilitate the war
damaged water works of China.% Similarly, the UNRRA's $502,000
worth of prefabricated shelter materials like quonset huts, butler
huts, and tarpaulins from the US surplus property were put to
emergency use in hospitals, philanthropic institutions, and in the
special sponsored institutions, like orphanage and food distribution
centers.

The US was also the major supplier for large UNRRA industrial
projects, such as steel bridges, construction equipment, brick
plants, glass plants, cinder block plants, and concrete sewer pipe
plants. Moreover, building construction materials like hand tools,
saw-milling and wood working equipment, lumber, cement, steel plate,
bars and sheets, and other miscellaneous steel materials, various
types of chemical supplies like aluminium sulphate, calc¢ium carbide,
chlorine and pharmaceutical chemicals were procured from US surplus
property stocks and from new US production for various machine shops
and factories in China.%> Contracts for the delivery of fuels in
China were made by the UNRRA through the US Army and Navy Petroleum
Board which dealt directly with the supplying companies like the
Asiatic Petroleum Company, the California Texas 0Oil Company, and the
Standard Vacuum 0il Company. Again, deliveries were made in China
by the US Navy.96 Expert US technical personnel in the industrial
field were recruited for assignment "on loan" along with the experts
of other countries to appropriate agencies of the Chinese government
to give technical instruction and training in the establishment,

use, and maintenance of railway, highway, telecommunication,
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construction, mining, machine shop, power plant, and other
industrial facilities.97

Finally, the US supplied the bulk of supplies for the UNRRA
Industrial Educational rehabilitation prgram such as text books,
training manuals, projection equipment, engineering and laboratory
equipment, and related materials for engineering colleges and
educational institutions. Also, under physical rehabilitation
programs, equipment was provided mainly from the US for the
development of a factory for the building of artificial limbs and
hospitals for physical education, treatment and corrective
exercises. American industrial supplies to China under UNRRA
programs greatly accelerated the industrial production of China.
UNRRA contributions to coal mining made possible a more than
doubling of coal production in 1947, over 1946, and a prospective
further increase in 1948.98

Under the industrial rehabilitation programs, China's
transportation system was also brought back to more than its pre-war
level. Over $76 million was spent for transportation and
telecommunications rehabilitation supplies which were divided among
the various programs as follows: (a) Waterways: 37% (b) Railways:
37% (c) Highways: 19% (d) Telecommunications: 5% and (e) Air
transport: 2%.99 In each section the chief contribution was made by
the US.

The immediate emergency needs for CNRRA waterway transport were
met by the acquisition of United States Navy and Army surplus
landing and auxiliary crafts. The estimated cost of these

transportation supplies was more than $20 million. The long term
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need, on the other hand, was met by the procurement of barges, tugs
and other equipment from US surplus supplies and from new
construction. The long-term equipment consisted mainly of some 792
barges procured from US army surplus, and shipped to China where
they were reassembled. Tugs for towing the barges were procured
from new US construction and from surplus military property. In the
middle of 1946, the UNRRA procured ten boats and other types of
water craft from the United States Army and Navy surpluse stocks in
Honolulu, the Phillipines, and other Pacific islands. By mid-May,
1946, CWT (Chinese Water Transport) had seventeen sea going craft,
sixteen of which "were in seaworthy condition and fully crewed."100
Besides carrying relief goods and supplies, these vessels also
helped with the transportation of about 7,000 refugees. Within a
few months after the UNRRA naval rehabilitation program started,
medical and relief supplies could be shipped to any part of
China.l0l 1n order to provide training to the Chinese seamen and
crews, the UNRRA hired many US technical specialists and seamen.
Considering the important nature of the situation, the UNRRA

filled China's most urgent railway rehabilitation requirements in
part from US surplus property. When the US forces evacuated Iran in
1946, a large supply of railway equipment was suddenly available and
a large quantity of railroad equipment was obtained from US army
surplus in Iran. The freight cars were dismantled for shipping and
reassembled in China.l02 1n all, UNRRA obtained 268 locomotives,
3,445 freight cars, 86,200 tons of rails and accessories, 57,549
tons of ties, 43,300 tons of railway bridging materials, and

equipment and tools for the necessary rehabilitation of railway
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repair shops. 1In addition, a considerable quantity of construction
equipment like bulldozers, concrete mixers and pile drivers were
furnished, together with large amounts of miscellaneous steel items
and raw materials including lumber needed for construction and
repair work.103  Most of these supplies were procured from the US.
Under the UNRRA program nine main Chinese railway lines were
reconstructed. 104

China's highway transportation rehabilitation received equally
intense treatment. Under UNRRA initiatives, China received earth
moving and construction equipment, over 1,500 major road
constructing units (tractors, earth movers, etc.), about 2,500 tons
of bridge steel, fifteen sets of military type 20-H bridges, about
fifty units of Bailey Bridging, handtools and fabricated Bailey
Bridges, supplied from US Surplus property. The US also supplied a
considerable amount of spare parts to the Chinese Ministry of
Communication.105 Moreover, with the US assistance, a central motor
vehicle assembling plant was established at Shanghai, and two
smaller assembly plants at Kowloon and Tientsin.l06 Again, from US
surplus property UNRRA procured for China several types of trucks,
weapons carriers, Jeeps, trailers and amphibious 'ducks'. 1In
addition, some Jeep station wagons were obtained from new
production.107 us specialists were assigned to China to help in
operating the automative repair shops.

On November 7, 1946, CNRRA came to an agreement with an air
transport operating group headed by General C. L. Chennault and
Whiting Willauer on the question of getting UNRRA relief and

rehabilitation supplies to the inaccessible areas. The US State
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Department was completely ignorant of this agreement.lo8 However,
after a review, the US gave unqualified support to the project and
became the principal supplier of the UNRRA air transport program in
China. The US provided twelve C-46 and seven C-47 planes for this
CNRRA air transport(CAT) service, and by May 13, 1946, it had
carried a total of 184 tons of medical supplies to the interior
areas and 130 passengers. The UNRRA also procured spare parts,
ground and communication equipment, gasoline, oil, lubricants and
operating personnel from the Us.109 A further development in the
Chinese communication system took place with the improvement and
development of the Chinese telecommunication system by means of
UNRRA credit of $4.6 million dollars.l10 USs telecommunication
specialists came to train the Chinese in the new system of
operation.

The UNRRA's agricultural rehabilitation program in China was
"designed to assist the farmers in the war stricken areas of China
to restore food production, reduce dependence on external help and
to prevent occurence of famine."11ll The intention of the UNRRA was
identical to that of the far reaching US intention of making a
self-dependent and poverty-less China, and as a result, significant
aid came from the United States.

The United States had traditionally been concerned with the
"great importance of a well- balanced and progressive agricultural
program to the well-being of the Chinese nation."112 Donald S.
Gilpatric, the US representative to CCFE, advocated an agricultural
rehabilitation program which "must include aid in importing draft

animals, a supply of fertilizer at least on the prewar level of
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import, machinery, piling and technical assistance to dike the
yellow River and retrieve the rich flooded acres, and boats and
equipment to resume fishing. Speedy action in agricultural
rehabilitation should make China largely self-sufficient in food
within eighteen months."113 Based upon this and similar
recommendations by its own State Department officials in China, the
US supplied the major part of the UNRRA's agricultural supplies for
China. Satisfactory quantities of agricultural supplies for China
were shipped in 1947.

The US made significant contributions to the UNRRA livestock
program in China. One UNRRA report called the program "most
important waterborne migration of animals since the time of
Noah."1l4 1t supplied 792 Mules from Hawaii which were distributed
in Hopei and Shansi provinces in April, 1946 for the purpose of
drawing carts and ploughing land. Dairy cattle in huge numbers were
also shipped from the US as part of the UNRRA program to meet the
urgent needs for milk and also for breeding purposes in different
parts of China. Out of the UNRRA's total procurement of 3263 head,
the US provided 2,083 dairy cattle. Besides this, the US also
contributed many hogs to the UNRRA's China program.115

US voluntary organizations and individuals came to China under
UNRRA auspice, to help in agrarian reconstruction. For example,
"several thousand US farmers and farm boys, recruited and assembled
by the Brethren Service Committee sailed as livestock handlers."116
The United States also supplied medicines, experts, and finance in
the veterinary project for the control of animal diseases.

Against the Rinderpest disease affecting cattle and water
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buffalo herds, the US provided China with new Rinderpest vaccine,
"developed in secrecy during the war" that produced life-time
immunity instead of the one-year maximum provided by other vaccines.
In May 1946, a US Naval Air Transport plane carried 1,000,000 doses
of US and Canadian new type of Rinderpest vaccine to Hainan island.
The UNRRA's American doctors Robert Reinsnerger, of Miami, Florida,
and Harry Furgeson , of Bozeman, Montana accompanied the shipment to
Hainan Island with syringes and veterinary needles to utilize the
vaccine.11l7

To increase the agricultural production in China, tﬁe us
supplied a major portion of the UNRRA vegetable, cotton, and corn
seed (over forty-eight varities). Seed for forage crops (grasses
and legumes), and indigenous seed programs were also provided. The
UNRRA shipped packages of seeds by plane, train and US navy LST to
various agricultural areas of China.ll8 To the extent that United
States allocations could be secured, special cotton seed was
procured and shipped for distribution to several regions in central
China where the climate was suitable for cotton culture. With the
US seed, about 51,000 mowll? vere planted. Using this improved
strain as a nucleus, it was found that the crop of China would
improve in yield and in quality.lzo

Plant disease and insect control formed another major aspect of
the UNRRA's agricultural reconstruction program in China. The US
supplied pesticides, fumigants, sprayers and dusters for field
control programs. A battery of dough mixers with a daily capacity
of two tons supplied by the UNRRA from US Army Surplus supplies was

installed and used to mix DDT dusting with resulting crop yields.121
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Fig, 6. Rock for the dike across the main channel was obtalned from a quarry
60 miles from the job. American air compressors and rock drills were used, being
in charge of an experienced American operator.

ellow River Problem (Locke Files). Papers of

. Box 9/Y i
Source Harry S. Truman Library.
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The use of DDT had far reaching effects on Chinese agricultural and
material history. China received modern chemicals for her future
agricultural development. The United States supplied a major part
of the.total UNRRA fertilizer collection of 239,365 long tons. Most
of the fertilizer was shipped to Taiwan. The US also had major role
in repair and enlargement of several fertilizer plants in Formosa,
and of the Yungli ammonium sulphate plant near Nanking.122

The food processing equipment supplied by UNRRA included
commercial type canning plants, equipment for processing of
agricultural products such as cotton and oil seeds, development of
canning and preservation of various fruits and vegetables, and this
equipment was most often supplied by the United States. It also
provided China with pressure cookers, tin plate, glass jars, and
can reforming equipment for this purpose.123

Flood control was, and is, particularly important for both
Chinese agricultural and hydro-electric production. In order to
prevent flooding in China's agricultural areas the UNRRA assisted in
repairing and rebuilding of eight major and sixteen minor dikes and
dams. The eight major projects were located on the Yellow River,
Chien Tang Dike, Yangtze River, Pearl River, Huai River, North
River, Grand canal, and Kiang Hon.l24 The Yellow river project was
undertaken by the UNRRA with many US technicians being recruited
from the US Navy "Seabees."125 The timber from the U.S. was driven
into the bed of the "swift running river by pile-drivers brought by
UNRRA from Portland, Oregon".126 When the reclaimed lands were
given back to the original settlers of the Yelow River coasts the

US, through the UNRRA program, sent agricultural supplies like farm
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implements, hand tools, seeds, well-digging equipment, and
tractors.127

After the war, the US itself experienced a shortage of
tractors. Yet, under heavy pressure from the UNRRA and after a long
conversation with the US administration, the UNRRA got 13,500 wheel
tractors, 1,000 crawler tractors, and other kinds of farm machinery
under a "set aside" program. Apart from this, the UNRRA obtained
from U.S. production 9,096 new wheel tractors under the 1945
Combined Board farm machinery allocations, 3,350 from the UK and
about 1,000 from U.S. Army surpluses in Europe and Asia.l28 Again,
with active US assistance, the UNRRA established in Shanghai a
central shop and eighteen provincial shops were established in
different provinces which eventually started producing farm tools
to meet local agricultural needs.129 The US also supplied
laboratory equipment, technical literature, movie projectors, films,
and agricultural implements for China's war damaged Agricultural
Colleges and Stations.

The UNRRA also did important work in the rehabilitation of
China's fishing industry. The US participated in every part of this
program by providing power boats, aid in the building of Junks, and
with a fish handling and preservation program. The US believed that
shipments of "packaged (fish) products from the Pacific Coast or
elsewhere" only provided a "temporary and expedient measure of
relief", but the "logical and practical answer" was to endeavor to
obtain fish from the waters adjacent to the needy countries.130
China needed a huge number of fishing vessels and the UNRRA

tried to buy powered vessels from the US. The UNRRA, however,
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acquired only such vessels as were offered voluntarily and at fair
prices. In a number of instances boats "owned or operated by
packers and processors" were "solicitously offered and on occasions
a condition of sale, proposed by the seller" was that "the
particular boat would not continue to fish on the (American) Pacific
Coast."13l The vessels were transferred to the Chinese when it was
found that the operations were efficiently "producing food for the
famine stricken Chinese" and that there was a continued "need in
China for these ships to meet their own food requirements."132 In
June 1946, a convoy of eight fishing vessels left Seattle for
China.l33 1n August 1946, three convoys of fishing vessels,
totaling twenty craft, left Seattle for China.l34 US crews and
seamen manned the vessels across the Pacific and also trained the
Chinese in the operating procedures for these vessels.

The "Junk-building program" played a major role in the
redevelopment of China's fishing industry. Its target was the
construction and repair of 10,000 junks for which timber,
woodworking machinery and sawmills were being provided by the UNRRA
from the US. The fish-handling and preservation equipment included
one can-making and three canning plants, eight reduction plants,
seven vitamin oil plants, and about seventy-five ice-making
plants.135 Satisfactory catches had been made by individual boats
on individual trips, and progress was made toward effective
operation of the fishing junk-fleets.

The UNRRA's agricultural rehabilitation program greatly
accelerated the food production of 'China's farmers', as it has been

mentioned in OAP 53 report, "largely regained, during the two
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chaotic and difficult years 1946 and 1947, ground which they had
lost during the war in their unheralded battle against want among
450 million people. And in developing improvements in agricultural
out put."136 For agricultural development and increasing
production, the UNRRA furnished technical cooperation, engineering
equipment, fertilizer, seed, handtools, pesticides, farm animals,
food processing plants, and substantial aid and supplies for
agricultural education. Also, the UNRRA cooperated with the Chinese
KMT government in flood control, irrigation and reclamation
projects, establishing fertilizer factories, training of
agricultural officials and in the mechanization of Chinese
agriculture.l37 The Yellow River project helped the reclamation of
a huge amount of land. In 1947, the food production was
considerably increased.138

Conflicting opinions of different political environments about
the UNRRA led to its early closure. The UNRRA's operations in
China, however, approached closure after the meeting of the UNRRA's
Third Council in London in August 1946. The US Congress only
exacerbated matters by not wanting to continue to contribute to
UNRRA operations with resources mainly from the United States. The
decision to terminate the UNRRA's operations dominated the third
Council meeting. Congressmen frequently expressed opposition to
participation in an international organization by the US by
criticizing different aspects of UNRRA's operation,139 particularly
those associated with communist countries.

The situation was further aggravated by the alleged behavior

and actions of the Communist countries. During this time several
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reports were published in US newspapers which showed a great
mishandling and misuse of UNRRA supplies and agricultural goods by
the Communist countries. Although UNRRA director described these
charges as false and baseless, the members of the US Congress became
bitterly critical of the use of American taxpayer's money for the
consolidation of Communist regimes in Eastern Europe. Countries in
the Soviet orbit like Poland, Czechoslovakia, and Yugoslavia were
using UNRRA supplies as means of strengthening their political
control, and the governments of these countries refused to use
American UNRRA staffs to distribute the supplies or allow US
observers to participate. Moreover, as John Campbell observed, "
the shadow of the diplomatic conflict with the Soviet Union during
1945 and 1946 beclouded American idealism" and chilled the US"
enthusiasm for unselfish giving."lao Inflamed relations between the
US and Yugoslavia after the shooting down of two American Army
transport planes on August 9 and 19, 1946, intensified the
congressional pressure to bring an end to the UNRRA program.141

This Communist way of handling or misuse of UNRRA supplies
definitely contributed to the early end of its program. The members
of the US Congress were opposed to delivering UNRRA supplies when
they received definite information about this misuse in Eastern
Europe.

Besides this Congressional opposition to the UNRRA programs in
general, specific criticisms of UNRRA's China program were frequent
and widespread. Shortages of trained personnel, congested ports,
inadequate transportation, a chronic shortage of local currency, and

the civil war greatly hampered the UNRRA's operations in China.
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Above all, "the entire process of dispensing UNRRA supplies in China
has been marked by military blocks, mysterious thefts, political
squabbles and irritating red tape."142 Although Milton O. Gustafson
supported UNRRA's operations, saying, "in comparison to the problems
UNRRA faced in China, Congressional criticism was some what
ridiculous,"” UNRRA's difficulties in China served as a constant
target for congressional attacks.143

Futher criticism arose over the Chinese government's refusal to
allow the UNRRA to supervise UNRRA-CNRRA relief operations. In May
1947 an inspection tour of the CCFE members to critical areas of of
China was "called off" several times under orders from T. V. Soong.
Later, a limited tour was arranged under heavy pressure from the UK
and US representatives. The Chinese government was even reluctant
to have a general discussion concerning UNRRA's problems of
operations in China.l4% The only thing the Chinese government
officials were eager to discuss, according to US officials, was an
extension of the amount of UNRRA aid.

The CNRRA/UNRRA operational program was seriously impaired by
internal factional strife. T. V. Soong constantly interfered with
CNRRA's operational programs. In the middle of 1946, Soong placed
tﬁo keymen, O. S. Lieu and Ralph Olmsted in the posts of Director
and Deputy Director of operations, neither of whom were liked by
T.F. Tsiang. All CNRRA operational decisions were influenced by
political considerations, compounded by corruption and profit
motives. On October 6, 1946, Soong achieved a coup d'etat by having
the able and honest T. F. Tsiang abruptly fired by the executive

Yuan on the ground that "Tsiang had made several serious mistakes as
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far as internal politics and administration was concerned."l45 1p
fact, it was a tactic to assert Soong's own control over UNRRA.

The most serious problem in carrying out UNRRA operations in
China was that the Chinese central government always failed to
provide local currency to carry out internal operations. As a
result, the CNRRA had to finance itself from proceeds of sales and
by borrowing from banks. The CNRRA, however, could not continue to
borrow because of its failure to pay back its past credits from the
central bank. The regional UNRRA offices started selling everything
they could lay their hands on in order to keep going. On many
occasions CNRRA diverted supplies which were specifically ordered
for certain rehabilitation projects and sold them in the open
market. These diversions caused "considerable confusion and delay
in organizing fundamentally sound rehabilitation projects", in
carefully chosen words of a State Department observer. 146

Furthermore, UNRRA-CNRRA programs were handicapped by
inadequate, transportation and slow handling arrangements which
greatly affected the UNRRA's distrbution system. In the first half
of 1946, CNRRA was unable to distribute flour in the large coastal
cities and it abandoned the idea of distribution except for
emergency direct relief. This event led the US CCFE representative
D. S. Gilpatric to recommend a partial reopening to normal trade
channels of some commodities like cotton, rice, fertilizer, and
medical supplies and thereby to confine the extension of UNRRA-CNRRA
operations to programs on a government-to-government basis.l47

Similarly, the original objective of the cotton program was largely

offset by large finished cotton imports. Most of the cotton
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imported under UNRRA's program was sold to government mills. Sales
to private mills were very difficult because of UNRRA's failure to
give adequate advance notice of the gradings of cargo coming in.
Consequently, the deliveries were made in bulk to cover remittances,
only a small percentage of the cost being remitted to the UNRRA, and
the raw cotton wound up on an inflated market without rationing,
price control, or withdrawals of finished goods for direct
distribution policies. The whole procedure was obviously not in
accord with established UNRRA distribution policies. Under these
circumstances, US representative Gilpatric recommended the cutback
of UNRRA cotton shipments to China.l48

In this way, the China program which contained a higher
percentage of industrial and agricultural rehabilitation supplies
than those destined for other countries presented a grievous problem
in determining the rate of absorption of supplies. It risked, among
other things, considerable difficulties with the US Congress.
Difficulties including the port congestion, distribution problems,
and the unfulfilment of UNRRA objectives led the UNRRA headquarters
to consider stopping or reducing shipments to China of cotton,
industrial supplies, and items other than food. 149

Soon after assuming power as the Director General of the UNRRA,
F. H. LaGuardia sent Deputy Director Major General Lowell Rooks to
China to make a survey of the situation. Rooks was successful in
bringing a little bit of order and discipline to the UNRRA officials
in China. Later on, with the approval of President Harry. S.
Truman, and the Secretary of War, LaGuardia appointed Major General

Glen E. Edgerton as the UNRRA head in China.150 Again, on May 29,
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1946, LaGuardia sent a letter to Generalissimo Chiang Kai-shek in
which he suggested the development and improvement of the internal
distribution system and the proper use of food distribution to keep
relief supplies off the black market.l5l His suggestion, however,
fell on deaf ears and failed to produce any change in the situation.

LaGuardia's attempts at corrective measures were supported by a
petition from the UNRRA employees in China. On July 9, 1946, about
225 members of the UNRRA China Office stationed in Shanghai
delivered a letter to Acting Director Franklin Ray, of the UNRRA
China Office, in which they expressed their view that "UNRRA
supplies and services are being improperly handled", and "the
purposes for which those supplies and services were contributed are
being disregarded, and little if any effort is being directed to
revise operations in line with the requirements of the UNRRA Council
Resolutions. The result is accumulation of valuable supplies
wasting, deteriorating and being pilfered, supplies hard gotten by
supplying member nations while the starving continue to starve and
the needy remain without." At the end of this petition, the signers
mentioned that, despite numerous protests from the China Office,
UNRRA supplies were not distributed in many parts of China for
political reasons. To them, UNRRA supplies were being used as a
political weapon in China by Chiang against his enemies--Communists
and non-Communists alike. They urged the UNRRA Director General to
take immediate steps to correct the shortcomings of China's relief
and rehabilitation work.132

Responding to the petition, LaGuardia on July 10, 1946, placed

an embargo on all shipments to China except food. To this had been
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added small amounts of fertilizer, pesticides, insecticides, fishing
twine etc. Only vitally needed relief goods were not affected. 133

The UNRRA's suspension of shipments coincided with legislative
action taken by the U.S. Congress. The Third Deficiency
Appropriation Act of Congress, approved by President Truman on July
23, 1946 prohibited the use of any supplies to any receiving country
until the Director General of UNRRA had advised the Secretary of
State that the country in question had arranged for their prompt
distribution. The only country this provision affected was China,
where port facilities, internal transport, and other arrangements
were inadequate to handle the UNRRA's shipments.154 LaGuardia's
order stopping shipments to China, although it affected shipments of
Navy Surpluses in the Pacific sold to UNRRA by the Foreign
Liquidition Commission was renewed after a time on a limiteﬁ
scale.153

Chinese government officials and Chinese newspapers deeply
resented LaGuardia's sanctions. The Chinese government defended
iéself against charges of political discrimination, corruption, and
inefficiency in the allocation of relief supplies. A government
statement denied that the decision of LaGuardia to cut off all UNRRA
shipments to China except essential food was a "political move,"
attributing the step to the "congestion" in the Shanghai Harbor. 156

Local Chinese newspapers had a mixed reaction against this
embargo. China Press for the week ending July 13, 1946, was mainly
occupied with UNRRA developments. The indepedent Hsin Chung Hua Jih
Pao, while critical of UNRRA actions, was equally critical of the

government for failure to apprpriate sufficient funds and stated
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that action was indeed a slap in face and should arouse China
sufficiently to take action by doing away with corrupt practices and
stop the civil war. The KMT Chung Yang Jih Pao adopted an injured
tone and failed to see the reason why even admitted inadequacies in
the Chinese administration program should be sufficient cause for
cutting off supplies. The Liberal Wen Hui Pao commented by first
saying that the decision showed "administrative efficiency of
Chinese government has reached lowest ebb and US is most
dissatisfied with way the Chinese government is handling supplies."
Following the Chinese government's reply, all KMT papers eventually
became critical of UNRRA actions. Hsin Wen Pao protested "careful
analysis revealed in US not poor handling of relief goods, nor
unfair distribution of same but rather misunderstanding and
friction, reorganizational personnel and technical aspects of UNRRA
over long time that caused UNRRA headquarters to reach decision.”
But in Chungking, the Democratic League paper Min Chu Pao approved
UNRRA's action and said, "Suspension of UNRRA supplies is temporary
and is also conditional. Although we feel regretful about whole
business from standpoint of UNRRA this is only course it had to be
taken. UNRRA supplies are to help China rehabilitate country. If
this objective cannot be attained and if unfortunately they go to
help prolonging civil war thus kill the chance for the nation to
recuperate and renovate, then it is much better for UNRRA to stop
sending supplies altogether." All KMT papers, on the other hand,
suggested that this incident should serve as a warning that China
would have to rely on its own efforts instead of hoping to find

sincere friends abroad. They further demanded that the UNRRA
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continue to send goods despite admittedly bad conditions in its
distribution.157

The UNRRA's actions also divided the US Congress into two
conflicting camps. Rep. Hugh De Lacy (Dem. Wash), noted the
corruption in the distribution of relief supplies and the criticism
of the program by UNRRA personnel in Shanghai. He also attacked the
UNRRA for its continuous support of the Chiang Kai-shek government
in China. Congressman Lacy went on to call Chiang's government a
"power-mad clique of evilmen who would threaten the peace of the
world, as well as the health and lives of their own people, to gain
their nefarious ends." Futhermore, he quoted from reports which
charged that thirty-six air conditioning units for skin-disease
wards in Chinese hospitals had been sold at the docks for $1500
each, and afterwards installed in hotels and businesses. According
to Lacy, three of them apparently went to T. V. Soong's houses and
office.l58

On the other side, Senator Styles Bridges (Republican, New
Hampshire) and a few others asked LaGuardia during the appropriation
hearing why he had imposed an embargo on the Chinese shipments and
did not take similar steps against Yougoslavia and Poland, although
the same kind of situation existed there.l3? Other Senators who had
an anti-Communist bias protested the UNRRA's efforts to distribute
supplies within the communist areas of China.160 Rep. Robert T.
Ross (Rep. N.Y.) and Rep. Alvin E. O. 'Konski(Rep. Wisc) wanted to
know why Chiang Kai-shek had to divide UNRRA supplies with the
Communists . 161 Although LaGuardia answered their questions very

tactfully, these Congressmen did not want to understand that the
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UNRRA's international nature prohibited discrimination in relief
distribution because of political beliefs.162 Moreover, some US
Congressmen persistently misunderstood the UNRRA's actual
authority. 163

When the UNRRA diverted 7,458.3 tons of rails to Yugoslavia
from a Chinese allocation, it faced another wave of criticism.

Under a verbal agreement with Dr. Norman Gold, the head of the
UNRRA's Industrial Division, Nathan M. Becker, Economic Advisor of
the UNRRA, decided to send these steel rails to Yugoslavia insead of
letting them remain in a warehouse after the embargo was imposed.
Senator Styles Bridges used this incident to excite American public
opinion against the UNRRA.164 Later, a special investigation by the
Roger Slaughter Committee and the testimony of eleven witnesses
proved that no fraud was involved in this diversion program.165 But
the damage to the UNRRA's image helped to bring a rapid end to the
UNRRA program.

The UNRRA's operations in China, however, caused a significant
improvement in the country's economic situation by the end of 1946.
The embargo apperently brought the Chinese to their senses about the
need to improve distribution and financial arrangements. The new
CNRRA Director, General P. H. Ho, was successful in bringing about a
stable financial situation in some areas largely by the revenues
earned from sales of UNRRA supplies, and a grant from the Executive
Yuan as a subsidy toward meeting the deficits. The central bank
also extended its loan to CNRRA. With the effective help of its
warehousing and transportation units, CNRRA showed consistent

improvement each week following October, 1946 in outport shipments.
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Even Gilpatric, in his report, admitted that there had been an
improvement in the port and distribution situations. It came to a
normal working level very soon and this led CNRRA to "press for a
total withdrawal of the shipping restrictions imposed by UNRRA
Headquarters."166 At last, at the l4th November meeting of the CCFE
a resolution was passed which lifted the embargo on shipments to
China.l167

From the beginning of 1946 the Chinese government had been
asking the UNRRA and US officials for an extension of the UNRRA
program in China on the grounds that Fhe the UNRRA operations in
China started much later than those in Europe, and that the
imposition of the embargo greatly reduced the affectiveness of the
China program. This proposal got a sympathetic treatment from US
ambassador Leighton J. Stuart, who argued that the Chinese program
of the UNRRA should be finishing in "an orderly and effective
manner."168 ys CCFE representative Gilptric on December 5,1946,
upon reviewing the recent progress of the UNRRA commented that
"...the presently planned liquidation of UNRRA and other
difficulties will militate against the success of the program in
China."169 1In the sixth and last UNRRA Council Session in
Washington D.C. it was decided that the aid to China be extended
till June 30, 1947. This proposed extension was opposed, however,
by a few American and British firms which looked on the relief
effort as a threat to their markets. These "taipans" resented the
fact that " UNRRA was providing supplies and equipment to
rehabilitate China's shattered industrial economy at prices

substantially under the price they could collect for the same items
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if they had the field to themselves."l70  Even while considering a
reasonable extension of the UNRRA shipping deadline and of the time
of operations, the CCFE had to consider a recommendation for" the
partial return to private trade of certain categories of
commodities now being supplied exclusively by UNRRA through CNRRA to
China."l7l s a result, the private trade circle in China as well
as in the US opposed the extension of the UNRRA program on the
ground that extension of the centralzed procurement control
practices inherent in the UNRRA operation was neither necessary nor
desirable. It indicated a conflicting situation between the UNRRA
and private trade interests groups. These arguments got sympathy
from the public opinion of contributing countries who wanted to
remove wartime controls as soon as possible. The UNRRA's many-sided
failure in China made the situation acute.l’2 1In the face of
extreme opposition, the sixth UNRRA Council Session decided to
extend the China program until September 30, 1947 and finally to
December 31, 1947. After this, the UNRRA operation programs in
China were transferred to the various branches of the UNO.

The US, however, continued to support China's rehabilitation
program even at the end of the UNRRA's international program. In
December, 1946, the US administration agreed to a $300 to $400
million relief grant. T. V. Soong requested that the US government
grant $381 million for China which would compensate her foreign
exchange requirements in food and textiles--a move the US Ambassador
in Chungking recommended.l73 The State Department in 1947 accepted
as a policy commitment meeting the needs of China by granting

additional aid.l74
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As a guarantee of meeting the needs of China in the post-UNRRA
period, the US signed an agreement with China on October, 1947,
under which the US was to provide China with assistance under its

Foreign Relief Assistance program. "This new relief project,” the

historian of UNRRA in CHINA 1945-1947 insists, "was certainly not an
extension of UNRRA program, was designed to alleviate further
suffering and to lessen the impact of the termination of UNRRA in
China." Under this agreement, the US provided some basic
requirements of life, namely food, medical supplies, processed and
unprocessed material for clothing, fertilizers, pesticides, fuel and
seeds worth US $27 million. Several UNRRA field executives
transferred their services to the US Foreign Aid Staff in China.l73
On 19 December, 1947, the US Congress approved the appropriation of
an additional $18 million for "stop gap" aid to China.l76

Before the UNRRA started its operation in China, its plans
about China were drawn up on the concept of gradual liberation of
Chinese territory. The sudden capitulation of Japan in August,
1945, however, greatly reduced the time of the UNRRA operation in
China. Moreover, there were numerous other factors such as lack of
internal transportation and finance, lack of an adequate number of
trained personnel to carry out the UNRRA programs, and continued
civil war which disrupted UNRRA operations in many areas. Compared
to other European countries, the wounds and damages to China in the
war were deep and the conditions were so chaotic that it needed more
than two years to solve them. UNRRA's termination at the end of
1947, left China "in the grip of a deepening political, economic,

financial and military crisis."177
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This assessment does not mean that the UNRRA did nothing for
China. Although UNRRA's long term assistance in agricuture,
transportation, and industry could not eliminate the need for
future external relief works for China, it definitely helped to
point the way and reduced the needs for such aid. The long term
projects of the UNRRA in China could not be fully developed or
concluded during the short life span of UNRRA. Consequently, they
were transferred to other postwar organizations. These long term
projects included a farm equipment program for the manufacture of
farm implements, the development of agricultural rural industries,
the use of powered fishing vessels and modern fish processing
industries, the construction of wooden fishing junks, restoration of
irrigation and communications in the Yellow River flooded areas,
manufacture of pharmaceutical supplies, and a central rehabilitation
depot to handle continuing supply, servicing and sales operations.
These projects whose estimated costs represented approximately
$69,000,000 were particularly carried on by some successor
agencies.178 Thus, the UNRRA provided food and shelter to the war
weary and shelterless Chinese, arranged for their repatriation,
which served as the fulfillment of China's immediate post-war needs.
On the other hand, by its different rehabilitation programs, the
UNRRA was successful in a limited scale of bringing the production
rate in different sectors to their pre war levels, and this
obviously had a long term impact on China's post-war economic

development.
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Chapter Six

US Efforts to Contain Communism in China: Lend-Lease and other
Military Assistance to China after V-J Day Until Termination of the
Marshall Mission.



When Japan surrendered on September 2, 1945, aboard the U.S.S.
Missouri, World War II officially came to an end. With the war's
end the Truman Administration took immediate steps to terminate the
Lend-Lease program in "recognition of the fact that the Lend-Lease
Act had become primarily an instrumentation for the effective
prosecution of the war..."l With certain exceptions like "straight"
Lend-Lease, i.e., the granting of aid in goods and services without
specific agreement for payment, other than under the broad terms of
the master Lend-Lease agreements, President Harry S. Truman
immediately terminated all activities under the Lend-Lease program.
The exceptions were either directly related to military activities
such as occupation or redeployment, or to avoid dislocations in
supply activities necessary to the United States.?2

After the termination of the Lend-Lease program, the United
States arranged various kinds of goods shipment procedures to
friendly countries. The "pipeline" arrangement was the first.
According to this plan, Lend-Lease materials contracted before V J-
Day would be delivered, because those supplies were considered in
the pipeline for delivery. This was known as the Lend-Lease
"pipeline”. The "pipeline" arrangement was subject to the approval
of the U.S. president, and also required a mutual agreement between
the U.S. and the contracting country over the terms of payment.
After the war the United States signed agreements with France,

Belgium, and Holland China provided materials under these "pipeline”
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arrangements, based on section 3(c) of the Lend-Lease Act.3

Another important development after the termination of
"straight Lend-Lease" was the imposition of ocean freight charges.
In order to facilitate the "task of supplying the needs of allied
armies engaged in carrying out the surrender and in effectuating the
occupation of enemy territory" the United States agreed to carry
essential supplies for the various Lend-Lease governments "under
'straight' Lend-Lease for a period of 60 days after V-J Day." Later
on, in early November, 1945, this procedure was slightly modified,
and the United States permitted the "Lend-Leasing of certain freight
charges on undertakings by the governments involved for eventual
payment."4 The extent of these services, however, differed among
various countries. Under an offsetting mechanism set up between the
United States and certain U.S. allies, it was arranged that "the
United States and these governments would continue to furnish
essential supplies and services to each other without current
payment", and that "the accounts for such current items would be
offset against each other and against the pipe line and other
indebtedness". This arrangement was particularly advantageous to
the U.S. Army in areas such as Great Britain where larger quantities
of supplies were being furnished by the British under reverse Lend-
Lease.?

The extension of cash reimbursement procedures was another post
Lend-Lease development for the U.S.A.'s war weary allies.
Originally, this procedure was developed during the war, and under
this arrangement, the "United State's allies were permitted to

obtain supplies of a nature not eligible for 'straight' Lend-Lease,
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with the assistance of United States procurement agencies, by paying
the purchase price in advance." At the termination of the
"straight" Lend-Lease, "the foreign governments were permitted to
obtain essential articles and services through this procedure for a
period of 60 days." This arrangement insured an uninterrupted flow
of the supplies which the Allies needed during the following
critical winter. This practice was discontinued at the end of
fiscal year 1946.6 With the conclusion of post Lend-Lease
agreements with the allied countries, President Truman, on September
27, 1945, issued Executive Order No. 9630, which terminated the
Foreign Economic Administration. The duties of the FEA under the
Lend-Lease Act were transferred to the State Department, where they
were temporarily administered by the Foreign Liquidation
Commissioner. At the end of the fiscal year 1946, major Lend-Lease
operations largely came to an end.

China, however, was the exception to the general policy of
discontinuing Lend-Lease aid with the formal ending of hostilities
on V-J Day. Large numbers of Japanese troops were in China at the
time of the Japanese surrender, which made impossible the large
scale demobilization of Chinese forces. It was essential from
Washington's viewpoint that these forces which had been seriously
under-equipped during the entire war, be provided with the equipment
necessary to repatriate Japanese forces from Chinese areas, and also
to maintain internal peace. Consequently, transfers of equipment to
the Chinese army continued in large quantities under the directives
of the Joint Chiefs of Staff, and with the approval of the

President. For the Truman Administration there was a specific
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domestic angle for continuing Lend-Lease aid to the Chinese Army as
it allowed the rapid demobilization of American troops in China and
their quick return home.

There were also several other reasons behind the U.S. decision
to continue Lend-Lease assistance to China. President Franklin D.
Roosevelt's death in April, 1945, did not mean the death of the
conception of a unified, democratic and postwar ally, China. After
V-J Day China remained disunited. There was a fear on the part of
the Truman Administration that China would provide a potential
ground for a future communist regime under Russian hegemeny.
Alarmed by the Russian activities in Eastern Europe, the United
States did not want to see China become a Russian Satellite in Asia.
The Truman Administration realized that the only way to bring the
U.S. vision of a democratic China into practice was to bring about
the wunification of China, and to strengthen it militarily and
economically. President Truman's attitude toward China is revealed
in a letter he wrote in reply to a series of letters from the
various Chinese organizations in the US. 1In his message, Truman
said, "I know very little about Chinese politics. The one thing I
am interested in is to see a strong China with a Democratic form of
government friendly to us. It is one only salvation for a peaceful
Pacific policy."8 In fact, a China politically unified and
militarily stronger, Truman thought, was the best guarantor against
Soviet expansionism in the Far East. The U.S. Administration
believed that the extension of Lend-Lease was necessary to achieve a
strong China.

The administrative changes in the U.S. after FDR's death also
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contributed to the extension of Lend-Lease. After the death of FDR,
Harry S. Truman's foreign policy fell under the influence of anti-
communist advisors like Averall Harriman, Admiral Leathy, James
Byrnes, Joseph Grew, and Navy Secretary James Forrestal. Truman was
"virtually dependent upon them" in regard to foreign policy matters.
Fearful and always suspicious of Russian imperialism in Eastern
Europe and Asia, these people greatly influenced Truman's policy of
strengthening the KMT Government against the Chinese Communists whom
they regarded as the puppets of Moscow.10

Meanwhile, the Soviet Union's entry into the war against Japan
and the occupation of Manchuria, parts of North China, and Outer
Mongolia by Soviet troops only increased the Administrations'’
suspicion about Soviet designs. Although the Sino-Soviet Treaty11
of August 14, 1945 met most of the Russian demands and Joseph Stalin
promised all kinds of support solely "to the Chinese National
Government led by Chiang", neither Truman nor his advisors trusted
Soviet promises.12 Like FDR, Truman and his advisors did not
believe that the Soviet Union had limited goals in Asia.

The Chinese Communists also contributed to the situation by
accepting the surrender of Japanese forces in their areas and also
by occupying territories in North China and Manchuria. When on
August 10, 1945, Japan accepted the Potsdom Declaration, General Chu
Teh, the Commander-in-Chief of all Communist forces, ordered his
troops to accept the surrender of Japanese forces. Moreover, the
Chinese Communist forces cooperated with Soviet troops and took
control of cities, towns and rail lines in North China.l3

Chiang Kai-shek viewed these developments in the Chinese
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Communist sectors with alarm. He realized that the Soviet Union was
aiding the Chinese Communists and he would not be able to destroy
them very easily. Chiang decided to try to destroy the Communists
before Russian intervention and aid made it impossible, and while
the United States continued to assist the Nationalists with massive
military aid.l% Even before the end of the war, Chiang Kai-shek and
other KMT officials wanted the Truman administration to continue the
flow of Lend-Lease aid to ensure postwar internal stabilization and
guarantee of the KMT government. In a letter to President Harry S.
Truman, on May 28, 1945, H.H. Kung, the Chinese Finance Minister

wrote:

the task of reconstruction is certainly stupendous. It is
my hope that America would extend to China a long term credit
loan, as America is doing for other countries, so that China
can purchase what she needs from this country for her
rehabilitation and industrial development. Such purchase will
also help American industry and labor. Furthermore, the sooner
China has recovered from the ruins of the war the quicker she
can assume her full share of responsibility with the other four
Big powers and cooperate with America for the maintenance of
world security and peace.15
In fact, the basic truth was that both Chiang and his ministers
used the opportunity of a U.S. desire to promote China's internal
unity and stabilization as a means of getting continuous support
from the U.S. with which they could destroy the Chinese Communists.
Militarily, the KMT Government was in a disadvantageous
position after the Japanese surrender. By the end of the war, KMT
forces were located in the interior of the Southwestern center of
China, hundreds of miles removed from the major population centers

and important regions in North and Central China. The Chinese KMT

armies were not well equipped or trained, and the sudden termination
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of the war found the National Government completely unready to carry
out the process of unification.l® Added to this, the Communist
occupied some of the most strategic and economically important
regions of China, and their population base and administrative skill
was increasing.l7 In short, in this post-war phase of US Lend-Lease
to China, U.S. officials looked on the USSR as the villain as they
had looked on Japan during the World War II phase. Chinese
communists were Soviet puppets, as Wang Ching-Wei had been a
Japanese puppet. Moreover, the KMT feared the surrender of Japanese
troops to the CCP armies, because this would undoubtedly strengthen
the Communists.l8 For its part, the Truman administration sought to
strengthen the KMT government by providing military assistance, and
by trying to force the Communist armies to submit to KMT leadership
through peaceful negotiations.

U.S. military and diplomatic officials in China played a
formative role in this new policy. Albert C. Wedemeyer, who
replaced General Stilwell, was the most prominent. Overwhelmed by
the fear of a Communist take-over of China, he advocated a
continuous flow of American military assistance to China to use
against the communists even before the Japanese surrender.19
Wedemeyer realized that control of North China by the National
Government primarily depended on the number of National Government
troops available and capable of being moved into that area and
supported there. The War and Navy Departments supported Wedemeyer's
idea. Failure to dispatch KMT troops to North China and Manchuria
would result in the strengthening of the Chinese Communist position

in those areas, and it would "also influence Soviet reaction to the
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problem which will involve moral support for the Communists at all
times and may involve material assistance."20 Wedemeyer, and both
the War and Navy Departments, realized the need for an immediate
dispatch of KMT troops to North China and Manchuria. Wedemeyer
further argued that "only KMT troops should be permitted to accept
the Japanese surrender." If the KMT Government failed, then in
order to supply enough trained men to assume the task of accepting
Japanese surrender "it might be necessary to bring in additional
American forces and empower them to act on Chiang's behalf."
Wedemeyer urged the Joint Chiefs of Staff to approve a plan for
extending all possible logistic aid to the Nationalist reoccupation
effort.2l

Immediately after the Soviet entrance into Manchuria, Wedemeyer
changed his recommendations for extending logistic support one of
American intervention, without which he believed that it was
impossible to extend the authority of the Nationalist Government
into Manchuria and North China. At the same time, Wedemeyer
requested the JCS for authority to "preclude the movement of
Communist troops to occupy critical points" which he regarded as
necessary "to insure law and order" and fundamental for China's
postwar "rehabilitation and reconstruction". Parallel to this
request, Wedemeyer and his staff developed a plan for a continuous
flow of military aid after the Japanese surrender and the
discontinuance of Lend-Lease.22

The JCS however rejected Wedemeyer's proposal for direct
intervention in China's Civil War for different reasons. 23 They

did, however, assure Wedemeyer of their decision to continue
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military assistance to China in order that the Central Government be
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