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derived from the sale of ECA-{inanced commodities.

Communist ocoupation of the mainland has limited American activities in
China to the Island of Formosa. Howsver, the accomplishments made possible
on the Island through BCA efforte are important in molding the attituds
toward the United States of many Chiness on the mesinland. ECA aotivities
on Formosa ere also tangible evidence to other Asian countries of what the

United States can offer.
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WY DOES FORIOSA WEED AN ECA PROGRAMg

Formosa's economic difficulties result bazically from the mwed to support
out of the limited resources of s relatively emell islend, even though & very
productive ome, a large wmilitary esteblishment, a netional govermment and a
sharply inoreased population. This e xpenditure was mecessitatsd before the Ig-
land's eoonomy had reooversd from extensive war demege and severance from the
Japanese Empire. |

During the 50 years of their rule the Island's rescurces had been developed
by the Japsnese as part of their industrial and agrioultural complex., After
VeJ Day the Japanese administrators and technicians who had run the Island were
repatriated. Chinese engimsers and soiemtists sent from the mainland to take
over the most highly developed area of Chims, with the exception of Manchuria,
found a erippled and disorganized econamy.

War<time Allied bombings had reduwed large sections of several of the
major cities to rubble. lack of maintenance materials end destruotion of equip-
ment had reduced eleotric powr output from 1.2 b1llion K in 1944 4o 0.3
billion KWl in 1945, The railways were capsble of carrying only 330 million
kilometer tons of freipht in 1946 as oompared to 1,047 million Kilmeter tons
in 1940=431, The elimination of the Japansse marohant flset during the last
yesars of the war had denied Formosa its essential fertilizsr imports from
Japan and Korea. Disorganization of the econamy and administration had com-
biped with the lack of fertilizer to reduce Formose's rice productiom {rom
1,1 million metric tons in 1943 to 0.6 million metric tons in 1945. Similarly
sooncmie digorder and the Jaranese wartime policy of decrsasing sugar acrsage
to grow more food caused a drop in sugar production from 1,022 thousend mstris

tons in 1942=43 to 86 thousand matric tons in 1545=46.



Initial reconstruction efforts were handicapped by the shortage of
enginsers and scientists and lack of means. The attention and resources
of the Chinese Govermment wers committed primnrily'to the overwhelming prob-
lems on the mainland. Comsequently, even with the assistance of UNRRA,
reconstruction was slow.

AB the Communist armies overran the mainlend of China, a growing number
of Chinese fled to Formosa. The complete evacuation of the mainland and
nearby islands in the winter of 1949-50 increased the oiviliﬁn and militery
refugees on Formosa to betwsen 1,500,000 te 2,000,000, This represented
approximately & 20 percent increase in the isluud'p population.

At the beginning of 1950 the Formosam society and economy felt more
directly the impact of the Nationalist defeat on the mainland. A gemsral
sense of insecurity and fear of an early Communist sssault on the Island
resulted in & lack of faith in the future of Formosa and led to increasing
difficulty in dealing with fundamental problems.

Inflation posed the most immediate'thre;t to the Island's economy.
late in 1949 note circulation had reached the limit authorized, and it was
no longer sound to help meet government payments by adding to the money in
circulation. Meanwhile, the Chinese Nationalist Government and srmies were
to be supported by the sconomy of & single province.

Early in 1950 the Provinoial Govermment took anti-inflation measures
by limiting the emount of currency permitted to oirculate and contrmcting
bank credit. Heavy defense surtaxes were imposed and purchase of "patriotic
bonds" made compulsory. The Governwent sold gold bﬁllion, stock-piled com~
modities and former Japamese propsrties on the local market in exchange for
Taiwan currency. The purpose was to ralse local currency to cover govermment

debts in the absence of sufficient revenus from taxes and other sources. These
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mPaSUIe s brought a reduction in the note issue but they alsc caused a
tightness in the money market that forced many businesses and industries
to close dowm. The intersst rate on loans was sometimes 18 percent per
month.

After the assignment in Jume of a United States naval patrol to the
Formosa Stralts tensions sased. But the basic economic problems eontinued
to plague the Island. Militery expenditures alone during 1950 accounted
for more than 70 percent of the consolidated National, Provincial and local
govermment budgets. The long=-range need for greater production to meet the
demands of & population increasing at the rate of an estimated 300,000 per
vear required more attention to industrial rehabilitation.

Total government revenue, including spscial taxes, sales of "patriotic
bonds", and other income, met only one-half of the overall government ex-
pem_iituras. The deficit was met by selling government forelgn exchange
reserves and property and through the use of procesds from the gale of ECA-
finsnced commodities.

The pressure of inflation continued and during the six months following
the outbreak of the Korean War wholesale prices rose about 30 psroent. Cone
sumer goods were scarce and commodities frequently were hoarded. The Chinese
Govermment®s foreign exchange positiog further deteriorated partly &s & re-
gult of the purchase of military equipment.

In the face of these factors, outside economic aid was essential if the
sconomy was to absorb the substantial expsnditurss required for the dasfense
establishment and industrial and agricultural reconstruction gt the some

time that the budget was kept within menapgeable limits.



HOW ECA WENT TO WORK ON FORMOSA

With the Commmist occupatioﬁ of the entire Chinese mainland late in
1949, nothing remained of the ECA program in China except its operations on
Formosa. Until the early part of 1950, the Formosa program was on a small
scale. Some fertilizer, cotton goods, crude oil and certain industrial raw
materials needed in the Formosan oconomy‘wore provided through ECA. ECA
also financed a ocontract whereby the J. G. White Bngineering Corporation pro-
vided engineering consultant services to the Chinsse government. A pro-
gram with an increasingly broad impact on the Island's rural economy was be-
ing developed under the Chinese and American Joint Commission on Rural Re-
construction.

With more positive United States action to assure the security of For-
mosa, after the outbreak of the Korean War, the ECA program was enlarged and
made longer range in character. Particular attention was given to coreating
the conditions for eventual Formosan self-support. There was greater emphasis
on industrial and agricultural development. Limited equipment for the main-
tenance and rehabilitation of war-wrecked and worm out power, transportation
and other major industrial facilities was provided. The Chinese also were
anouragod to re-evaluate their policies with the objective of making the

most effective use of American assistance.

COMMODITIES

Fertilizer. The most important single commodity provided under ECA

assistance to Formosa is chemical fertilizer. Formosan
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farmers had learned to use fertiliszers under the pre-war Japenése adminig-
tration whose fertilizer imports exceeded 400,000 tOnsl/ during the peak years.
In an effort to beoost Formosan food produotion BCA in 1950 relessed
53,558 tona of fertilizer for the first rice orop and 78,339 tons for the
geoond rice orop. The .total of i31,897 tons, valued at more than $ 8 million,
reprogonted 58 percent of all chemieal fertilizers applied and 70 percent of
all fertilizer imports to Formosa durling the yoar.g/ Thesol imports provided
the entire fertilizer requiremsnts for rise to an estimated 280,000 farmers
who applisd it to more than 1,104,080 scres of paddy land. They hslped male
posgible the largest rice orop in the Island's history - a total production
of about 1,400,000 tons of unpoli;hod rioa; . This bumper riocs ¢rop wes & major
factor in stablilizing the Island's economy. It provided suffisient food for all
civilians and military forces on the Island and & small surplus for export.
Under terms of an agresmsnt beﬁpen ECA and the Formosan Governmsnt, the
local currency equivalent of the U.8. dollar landed cost of the fertilizer |
shipments was deposited in the Special Account meinteined jointly by ECA end
its Chinese slster organigation, the Counscil for U. 8. Aid. The ggx-eenpnt
provided for more liberal terms to farmers bartering rice for fertilizer.
The barter ratio for the first erop pf 1950 was ome pound of fertiliger for
1.3 pounds of paddy rice, and for the second orop of 1560 the ratic was on§
to one., Farmprs who lacked the rice to pay for the fertili:exj wefo given
fartilizer loans to be repaid in kind aftsr the harvest. Pertilizer dlstri-
bution was supsrvised by the Joint Commission on Rural Recomstruction,
working through the 341 Parmsra® Assoclations, the Food Bureau and the

Communications Department of the Provincial Goveroment.

1/ Tons will refer long tons unless otherwisge specified.

g/ These peroentages do not include the 52,146 tons of superphosphate manu-
factured from ECA imports of phosphate rock and pyrites as this fertilizer
was not applied on 1950 crops.
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Yarn produced locally from these imports and ynr;n evacuated from Shang-
hai before the Communist occoupation were relsased to the weaving mills o be
procésaed into cloth. The 2,764 bales refugeed from ECA stoscks in Shanghei
made up about one third of the 1960 yarn imports. ECA elso fipanoced the
importation from Japen of 19,246 pieces of cloth and e shipment of 406 tar-
paulins. The tarpaulins were urgently needed as covers for open box cars
sarrying fertiliser and other items that could be demeged by rein. Distri-
bution of the lmported cloth, mostly grey and dysd sheeting, and the olo.th
produced in local mills from ECA-financed yern was handled by the local
Plece Goods Merchants! Assococlations = the traditiomal mth;)d of wholesale
cloth digtribution on the Island - except in Telpeh City whers the Taiwen
Joint Textile Allocation Committee seleoted the dealers. This Committee
ocomposed of representatives from the Chinsse Govermment, the textils industry,
CUSA, and ECA met weekly to decide on allocations, sales, prices and credit,
and ratios of exchange.

¥hen maximumm yern and cloth production hes besn resched in oxistingv
wills, Formosa's yearly raw cotton requiremsmts will total some 40,000 bales.
This produotiom will provide for the major part of Formosa's consumer nseds,

provide employment, and permit a substantial saving in foreign exchangs.

Soya Beang, Poanuts, Communiast occupation of the mainlend deprived

and Peanut 0il. FPormosa of ites chief sourse of edible oils that are
an essential part of the Chinese diet. From
16,627 tons of soya beans imported under ECA seven oil pressing mills pro-
cegsed an estimated 1,360 tonms of refined edible oils for human consumption
and 12,500 tons of beanoakss for animal feed. Another 1,500 tons of ECA-

financed soya beans were processed intec bean curd; s popular food among the
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local people and an importent source of protein. The edible oils were re-
leased through established retail channels for gemeral oonsumption and the
beancaks by=-product was sold to farmers for animsl feed through the Farmers'
Assoociations. The bean curd was made and distribubtsd by the Bean Curd
Mgkers' Guild which is represented throughout the Island.

A shipment of 996 toms of peanuts, imported to supplement local pro-
duction was proéoued by seven psanut proosssing plants imto 311 tonms of

edible psanut oil and 416 toms of psanut msal for mnimaml and fish feed,
The end products were distributed through approved sales agents. Fram

August 1960 supsrvisory responsibility for transportation, stomge; dige
tribution and processing of the soya beans end psanuts, and alloocation
and sales of the ocakes and oils previocusly handled by ECA, wms delegated

to & speoial sub-cammittse of the Taiwan Joint Cammittes om U, S. aid.

Wheat and Flour. Although the mative Formosans depend upon rice for

their staple food, the arrival of psrhaps two million
mainlanders, inoluding many who came from North China, had created a sudden
deﬁu.nd for vheat which is grown in only limited quantities om the Island.
The first cargo of ECA-financed vheat procured for Formosa arrived in June
1950, .Dur.lng the ysar @ total of 6,699 tons of whest and 2465 toms of flour
were imported by ECA. The prooessing of sbout 5,000 tons of flour and 1,700
tons of wheaet bran, excellent feed for hogs andl poultry, from the vwheat im-
ports kept the only large mill on the Island in opsration for five months.
The Taiwan Agricultural and Forestry Develomment Corporation, of which this
Eselung Flour Mill is e subsidiary, is responsible for processing the wheat

and allocation and sale of the flour under the terms of an ECA-gpproved
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contrast.

It is estimated that Formosan wheet produstion cen roo,oh‘ 20,000 tons
anpually of which half would be retained by farmers for animal and poultry
feed and half would go to flour mille. Wheat requiremsnts, baged on local
flour milling ocapacity are about 35,000 tons psr year of whioh 25,000 tons
mst be prooured sbroad. Additionally, 43,000 tons of flour would have to

be imported to meet estimated total amnual roqp.iremonts.

Beef Tallow Formosa's isolation from the meinland also deprived the
and Copra. Island of beef tallow and vegetable oil importe needed
by the soap industry. The BCA-financed import of 1,338

tons of beef tallow from the United States and 568 tons of copra from the
Philippines and Malaya provided raw material for one fourth of the sgoap
congumsd on the Island in 1950. The copra was processed into meal and eocco-
nut 0il by the Teiwan Chemical Industries Company. The msal was sold at
open bid undsr supervision of ECA and CUSA representatives for use ag fer-
tilizer. The coconut oll and besfl tallow were turped over to the Taiwan
Provincial Supply Board for allocation to soap menufecturers ascording to
schedules set by BECA, with preference being given to the faotorlies that

produced the best quality soap.

Tobacoo. Through legal and illegal channels a substantihl amoumt of
Formosa's foreign exchange was being absorbed in the pur-
chase of foreign-made cigarettes which were far supsrior in quality to the
local brands. In order to improve the locally-mspufactured cigarettes by
a blend of native and finer tobaoco and save foreign exchangs, ECA imported

223 tons of Virginia tobacco leaves at a cost of approximately $ 301,000,
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Another consideration was the revenue derived from sales of oligarettes by
the Provinéial 7ins and Tobadeo Monopoly Bureau, the Govermment agency which

controls the manufecture, distribution and sale of tobacco products.

Formoga®s eomonic health depends to a large extent upon the industries
establighed on the Island during the period of ;Japanoae rule, some of which
have been expanded under the postwar Chinsse administration. In an effort
to help the Ghinese achieve meximum produstion BCA has financed the importa-

tion of oertein lfey raw materials nsedsd to utilize looal resourcss.

Phosphate Rook, The Chinese have been encouraged to expand the pro-

g ritesy Sulphur, duotion of chemicel fertilizer, which is the Island‘s

and Kraft Pulp. mogt essential eommodity requirement. As part of this

program ECA during 1850 financed the import of 18,700
" tons of phosphate reck, 5,415 toms of pyrites and 1,780 tons of sulphur worth
& total of sbout § 686,000. The phosphate rock and pyrites were released to
the Island’s two supsrphosphats plnntp with & combined total sapsoity of
40,000 tons of fertiliser per year. The sulphur wes used mainly in the pro-
duotion of ammonium sulphate and & portion was allotted to the paper industry.
BOA &lso imported 604 tons of kraft pulp to be used by the paper mills to
mamif'astuire Heavy duty paper bags needsd for saoking locally produced ferti-

liger and cement.

@ypsum, Thé capasity produstion of Formosa's large cement industry of
aboud 55,000 tons per month more than msets the Island's re-
quirementa, Under norwal donditiens it provides a surplus ‘for export to mearby

aFeas of Asis and is an important s6urce of foreign exchange. On Formosa
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in operation and to meet the Island®s civilian needs. Late in the year an
asute shortage developsd on Formosa when the Chineass wers umabls to secure
tankers to move orude oil from Iran. Ag & stop-gap measure 2,262 tons of

ECA=financed motor gas wers imported from Japan and the Fhilippines.

Cresosote. The ingtallation of & pressuriged creosoting plant on Formosa,
whish ECA plans to help finance in 195;, will enable the
Formosansg to make better use of their timber resources and save the cost of
importing treated electric powsr poles and reilwmy tles. Meentims, 1,573
tons of creosots originally procured for Korea were diverted to the Island
in 1950. By & makeshift dipoing process it is belng used to treat localiy
producsd replacements for coritically deteriorated dook pilings, crosstles

and powsr polss.

Hides and Skins. Pew cattle, with ths exception of work animals, are

raised on Formosa and there is a consequent shortage
of hides and skins for manufacturing shoes and other lsather pgoodes. ECA has
oblizated US3 132,000 for a shipment of hides due to arrive early in 1951
to eage the consumsr demand that has steadily increased since the principal

source of supply on the mainland was cut off in late 19489,

Sheet Bar Steel, A small industry is developing on the Island engaged in

Pig Iron, and the processing of black sheet and galvanized sheet for
Tin Plate. the manufacture of industrial tools and gpare parts and

tin vlate for the menufacture of cans. The errival of
882 tons of ECA-financed sheet bar steel from Japan kept a new stesl rolling

mill end several machine shops in operation. Since the Communist capture of
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Hainan Islend deprived Formosa of its irom ore supply, BECA has obligated

$ 150,000 to cova£ the cost of importing 2,946 tons of pig iron to maintain
many other small private end governmeqt-owned foundries making iron castings
for locomotives, mechine gpare parts, pipss; stec.

Formosa's food processing industry is capable of sxpansion and could
provide ooneideraﬁle foreign exchange 1f tin plets ig made available for cans.
Also the Kaochsiung Cen Meanufacturing Company could produce sufficient cans to
msat the Island's requiremsnts. The pineapple industry, far in the lead of
other processed foods, exported 200,000 cases of canned goods im 1950. BECA
support to this industry to date totals $ 105,000 for 5,000 cases of tin plate
to make 125,000 cases of cans. The tin plate ig séheduled to arrive in April

1951,

Lumber. The greatly increased population, an expanded defense consg~
truction program and urgent maintenance requiremsnts for ware-
houses, docks and other facilities created a pressing need for construction
lumber on Formosa at the seme tims that imports of Foochow Pine from the
mainland were cut off. Formosa®s mountain forests produce fine hardwoods but,
particularly with present forestry methods, only limited quentities of aona-
truction lumber. BECA has procured seven million BWF consisting largely of
lauan logs from the Philippines and some Oregon pine. This lumber, scheduled
to arrive sarly in 1951, ia to be sawed at Formosan mills. Another 7.5
million BMF of lauan logs, some Douglas Fir, and cottonwood {for the manu-

facture of matches) is umder procuremsnt.

Medical Suﬁplies. ECA imvorts fo Formosa that benefitted a great number

of veovle directly were the medical supplies and
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hosopital equirment. These supplies, valued at approximately $ 1,367,650,
were originally shipped to the mainland under the China Relief Misslion pro-
gran and svacuated by ECA when the Communists threatemsed the Yangtze Valley.
They were distributed on Formosa as part of & comprehensive public health
prbgram developed by the Joint Commission on Rural Reconstruction in coope-
ration with the Provincial Health Administration. Basic units of the most
widely used druge were given to all the public health centers and stations
established in the villages. Home visiting public health nurses were pro-
vidsed with kits containing drugs and instruments they were trained to use.
In addition, subgtantial allocations were made to government and private
hospitals and limitsd quantities were sold through approved agents to the

general publioc.
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INDUSTRIAL MAINTENANCE AND REPLACEMENT

m Formosa's rehabilitation and develorment depemnds to & major
extent upon hydro-slectric power. The Japanese had liplmd all

the principal oities on the western side of the Island with a power grid.
In addition, they had established on the narrow eastern sea coast a smaller
powsy system used le.rgoly'for industrisl purposes. Az & result of Americen
war-time bombings anaﬁolo power production, which had reacshed a peak of
152,000 W, wes redused to 30,000 EW in 1945. ﬁowver, Chinsse engineers,
through skillful skeletonizing of the system, managed to raise produstion
to 173,000 KW in 1956. This "ll‘ done with technicel guidance from the
Je G. White Engimsering Corporation stafl and a loan from the Westinghouse
Engineering Compeny of Asia. The Chinese have been using some of their
limited foreign exchange to purchass equipment for the additional power
capacity they now are dofeloping to meet t.h'o needs of Formosa's growing
industry and population.

During 1960 ECA approved the use of § 1,200,000 in foreign exchange
sales proooedl}/ and § 4,048,000 in appropriated funds to aselst the Chinsse
in rebuilding their vower system. Of these amounts § 450,000 was allocated
for_ resonstrustion and extension of the fin Teu (Hsinchu) substation which
is to supply power to & new fertiliger plant constructed by the Chinese
Government at & ocost of § 8 million. Another § 750,000 was expendsd for
replacement end improvemsnt of the {rengmission line bringing powsr to the

main grid from generators at Sum=Moon lake, the largest power installation

1/ Proceeds derived from the sale of commodities, mainly raw cotton and
sotton yarn, evacuated from the mainland and sold in Hongkong and Jepaen.
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on Formosa. in addition, ECA earmarked § 300,000 for the purchase of
10,000 new creosoted power poles to replace those that had rotten during
and since the war. The first shipment of 4,844 polo; had arrived and most
of the poles were inastallsd by the end of the yeat.

Yeanwhile, the Islq.nd"s power possibilities were surveyed ﬁy the
J. G. White Engineering Corporation under its ECA~finsnced comntract to pro-
vide advisory enginsering services to the Chinese Govermment. As a result
ef thies survey the Mission recommended and ECA./Washington has approved the
following five projects to be financed out of appropriated funds:

Replacement and improvement of existing
transmission and distribution system $ 1,016,000

Addition of two coal pulveriszer mille for
Fei Pu Steam Station $ 207,000

Rehabilitation of Li Wu 3team Station to
complete oross-island sast-west tie lime $ 688,000

Addition of oms bank 40,000 EVA power
transformer at Taelpsh Substation £ 316,000

Completion of Tien Leng Project started
under pre-war Japaness administration $ 1,540,000

Contracts have been signed with purchesing agents and proouremsnt has
been started. The oivil work required of the Chiness, involving large local
ocurrency expenditures, will be completed by December 1951. In conjunction
with other efforts by the Chinsse these projects should increase electric

power output on the Island by 67,000 EW to a total of 240,000 EW.

Rallways. Formosa's rallway gystem providss the principal means of
transportation on the Island and in 1949 carried 67,794,675
passengers and 5,610,493 tons of freight. This railway system includes

761.8 kilomsters of 3'6" gauge rail in main and branch lines on the western
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$ 560,000, and expended § 179,000 for telephone and copper wire for the oar
distribution system. Another § 322,000 was set aside for locomotive and car
repair materials and § 191,000 for 10 passenger oérs. The first shipment of
crossties arrived in Ootober 1950. The need was so great that 2,000 crossties
were laid the day the ship begen unloading. By the end of the year repair of
the car distribution system with the new telsphone and copper wire was under-
WBY « Thé steel spans, steel rails, paints and painting apparatus for reilway
tridges began to arrive from Japan in December. The ten mew third class
passenger coeches, algo ordered in Japan, are scheduled for early spring
delivery. The old freight cars that have bsen used for peassonger cars whiech
they will replace are to be overhauled and reconverted to frelight cars. It
is the aim of ECA to meet the most urgent requiremsnts of the Island's rail
trangportation system. The normal replacement needs are to be met by the

Taiwan Reilwey Administration from its own resources.

Telecommunications. Formosa's telecommunications system was severely

demaged by the last war and has never bsen adequatsly

repaired. Most of the equipment, excepting & new radioc installation for in-
ternational communioation,'has besn in gervice since 1937 and is now obsolete.
ECA in 1950 approved an expenditure of § 300,000 for telephone cable and spare
parts to malm popsiblo the continued operation of the important local and
toll linés and improve the service in all major towns on Taiwan. These items,
now on order in Japan, will replace only oritically worn underground cable
conduits and terminal and repsater equipment.

Additional subsoriberts telephone stetions are also urgently required
to relieve the existing overloaded and worn syatem. BCA plans to finance

procurement of another 3,500 stations to handle minimum necessary business
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plaoempnt and repﬁir parts. The first shipments of 20 bus chassis, 28
cases of gpare parts; and 38 engine assembliss had arrived and all of thesge
items were in service by December.

A gum of & 115,000 also was made availablﬁ for culvert pipe and bridge
paint. BReinforoing bars for highway bridges were prooured by the Talwan
Provincial Highway Bureau ocut of its own resgources.

A constent highway problem are Formosa®s fast running streams and rivers.
¥any of these have not been bridged and meke important sections of the high~-
wey impassable during seasoms of heavy rainfall. As a major step toward over-
coming this handicap ECA approved the expenditure of § 1,138,000 for the
cormpletion of the Silc Bridge. This bridge across the Cho Shui Chi, the
largest river on the Island, will link the Island's morthern and southern
highway systems. The Japanese started cmetruction of the bridge im 1937
end erected 30 piers and two abutments of reinforced conorete. The present
>project involves the design, fabrication and erection of 31 steel trﬁqsea
for the supsratructurs of the bridge. Specifications provide the bridge
will b; designed for H-20 loading. ECA/hhshington and the supplier (U. S.
Steel Export Corporatiom) have agreed on the terms of a contract, but final
negotiations were postponed wheﬁ priority requirémants for steel for defense
purposes in the United Stetes prevemted firm commitments on delivery of thie

order.

Other Industries. During 1950 ECA released § 763,500 derived from

foreign exchange sales proceeds to finence essistance
neaded by & selectsd number of key industries to enable them to continue
operation. In line wlth its other efforts to build up losal production of

chemioal fertilizers, BCA in 1950 helped finance the rehabilitation of the
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Taiwan Fertiliger Plant No. 1 with a grant of § 250,000. The goal was to
increase production at this plant from 12,000 to 30,000 tons amnually. By
December the work was completad and the plant was in opsration at the new
rate.

Production costs for superphosphate on Formosa, now approximately twioce
as high #s costs in the United States, can be substantislly redused and out-
put increased by replacement of inadequate grinding equipment. A second
grant of § 40,000, therefore, was made to the Taiwan Fertilizer Company to
cover the purchase of & new pulverlzing unit. A six months supply of graphits
electrodes, soms rubber hogse for mining operations and one acid pump algo
wore purchaged out of thess funds. The electrodes, now in short supply, are
required for production of calcium oyanamide fertilizer in the American-made
furnaces installed on the Island by UNRRA.

The Kaohsiung Ammonium Sulphate Factory also received a § 5.500 allo=-
cation for water pumps, meters and steam meters to meke possible more economic
production of ammonium sulphate fertilizer.

A $ 93,000 allocation to the Taiwan Steel Works is to be used for the
installation of tinning equirment needsed in connection with the fruit canning
industry. The Ameriocan assistance supplemented a sum of § 100,000 already
provided by the National Resowrces Commission and the Provineial Government.

The Government=-owned Chinese Fetrolsum Corporation was allocatsd
3 1C0,000 for the purchase of heater tubes and ome gasoline pump needed to
put its cracking unit into production of petroleum products. The new equip-
meut should make possible the production of higher quality gasoline and
roeduce foreign exchange requirements for the importafion of tetraeﬁhyl lead.

For improvemsnt of production in the {ive Teiwsn Pulp and Paper Company

mills ECA provided § 105,000. Ope of the largest mills, completed during
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the war by the Japanese at a cost of approximately § 10,000,000, uses bagasse
derived from sugar cane for the mroduction of peper pulp. BSince the sugar
ccmpany hes no baling equipment with which to prepare the bagasse waste pro-
duct for shipment, § 50,000 of the ECA granmt will be used to purchase 10
hydraulic press balers for distribution to various sugar ocentrals. When these
balers are in operation production of the paper mill is expeoted to increase
geven fold. ‘The remaining $ 55,000 was used to purchase phosphor-bronze wire,
cloth, scid resisting brongze screen plates; woolen felts; cotton drysr canves,
garbon stesl beater ba.r.a and bed plates for the five mills. All of thsase
items were required to maintain production of pulp and paper.

Rehabilitation of the Karemko asbestos mine required the purchase abroad
of rail, wire rope, mining equipment including air compressors, drills and
cable and some tale milling equipment. As this mine can supply serpentine
ore needed for the manufacture of fused phosphate fertilizer and also ocan
produce asbestos and tale for export, ECA made § 62,000 available for pure

chage of the essential equipment.
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THE JOINT COMMISSION OW RURAL RECONSTRUCTIOW

During 1950 the Chineas and American Joint Commission om Rural Recons-
truction was able to devote its efforts and experience acquired on the main-
land to Formosa's rural problems. The result weas & subgtantial improvemsnt
in the productivity and hsalth of the Island®s farmsrs. Howsver, és the JCRR
penetrated more desply into the lifs of the farm familiea new problems deve-
loped to demand exaniﬁatien and action.

The JCRR contributed substantially to the production of the record rice
crop in 1950. In cooperation with responsible Chinese agencies the Commission
organized the distribution of 132,000 tons of chemical fertiliser imported by
ECA and another 92,264 tons produced locally or imported by the Provingial
Government. Fourteen JCRR inspectors maintained regular supervision of end
use distribution to farmers from 341 Farmers Associations. Technical and
financial assistance was provided to put inte operation an islande.wide pro-
gram to multiply and distribute imvroved seed of the leading varietiss of
rice. As a result, thirty percent of the total mereage devoted to rics was
planted with improved seed during the year. The Commissiont's irrigation and
seed improvement projects alons increased rice production by an estimated
30,000 metric tons of milled rice in 1950. This rice is worth onths world
market about 3 4,200,000 or twice the amount allocated for tpe entire JCRR
ProOgran.

The bumper rice crop can be attributed indirectly to other of the JCRR's
projects., The most popular of these was the land rent reduction program which
affected aprroximetely 58 overcent of all the farm families om Formosa. With
JCRR sncouragement, advice, and {inancisl help, the Provincial Government

carried out an island-wide proprram reducing rents paid by tenant farmers from
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creaging production and emsbled them to flnance the purchase of fertilizer
and work animals and live better then they could have without the addsed income.

Ag rent reduction is only a first step in land reform the JCRR is
agsisting in a gtudy of overall land problems to help the Government devise
workeable formulas for seocurity of tenure and wider distribution of land.

During the year 25,000 farm femiliss bemefitted from JCRR-supported
projects which improved irrigation on 177,210 acres of land. The Commisgsion
matohed local funds provided through the Provincial Hydraulle Bureau and the
locel hydraulic associstions and supplied enginsering supsrvision.

late in 1949 Formosa's first outbreak of rinderpest in 25 years threa-
tenad to w{pe out 90 percent of the Island's work animals end paralysze farm-
ing operations. The JCRR shipped in vaccine and helped the Chinese organize
an island-wide cempaign that by the end of January had localized and stamped
out the disesase. During this ceampaign 596,261 head of cattle were inspected,
62,876 wore vaccinated; and the Commisslon paid indemnities for 104 hesad of
cattle which died after inoculation or were slaughtered on suspicion of being
infected.

| The JCRR also helped organize a program to eradicste hog cholera on

Formosa. The Commission financed the expansion and improvement of vaccine
production facilities and is providing technical and financial assistance for
the wvaccination of 35,000 hogs per month. Most of the hogs ere vapcinated
against erysivelas as well., The goal for Jume 30, 1951 is tc have vaccinated
50 perosnt of all hogzs on the Island.

Under ite animsl industry program the JCRR orgenized and subsidized one
training class and plans another to teach Formosans to do the wark done prior
to V=J Day by Japanese veterinarians. Grants amounting to 70 percent of the

estimated cost were made for rebuilding the isolation quarters at the two
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ports of Keelung and Kaohsiung. EQuipment and supplies valued at § 14,346
were made available to encourage esteblighment of ten veterinary diagnostioe
ocenterg at key locations on the Island.

In an effort to improve the quality of liveastock on Formosa the JCRR
imported 463 purebred Berkshire hogas from Japem snd 193 from the United
States. The boars were extended to farmsrs through Farmers!? Assooi‘at‘iona
to be ;rossed with native sows for production of hybrid pigs for market.

The sows were distributed to eight government farms for the production of
foundation herda of purebred Berkshire stook. The Commigsion's experts also
have helped the Chinese authorities select for breeding purposes 302 of the
best wnter buffalos and Ipdian bulls on the Island. A program to improve
the breeding of poultry was insugurated with the importetiom of 110 birds
from the United States end 8,100 hatohing eggs and five incubators from
Japan. |

Formosa'’s sugar industry requires the import annually of about
Us§ 2,500,000 worth of jute for manufacture into bags. The Commissiom
assisted in the repair of 316 retting ponds, 49 juls pmsocking machinss, and
18 warehouses and helped orgenize a production program. As a result, For-
moge may produse enough jute fibre by the end of 1951 to fulfill its total
requiremsnts for 10 million gunny bags.

4 local silk industry is being built up with JCRR support. In the ini-
tial venture about 800 farm femilies participatsd im growing improved mulberry
bushes and coooons. Experts have bssn brought in from Hongkong to demons~
trate spinning and weaving. It is hoped that the slilk industry may in time
help meet the Islamd's requirements for cloth and provide subsidiary employ-

ment Cor ferm families.
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A totel of 57 projects aimed at improving the yield of farm crops re-
oeived assistance from the Commigsion. These included such different efforts
as control of rice blast disease, aphids, sweet potato black rot and other
plant pests, rmultiplication and distribution of improved seeds of principal
orops such as rice, wheat, green manure crops end vegetables. As in othsr
categories, projects which benefit the lergest mumber of psople in the shortest
period of time are selected over research or "pilot plant" programs. The
amount of JCRR assistance is determinmed by tha-eatimnted early returns in
ineressed agricultural produstion, the abllity of the sponsoring agency and
local psople benefitted to finance the project and ths importance of the
project to the overall economy of the Island. Paymentse ere made on the basis
of work progress.

Experience on the mainland convinced the Commission that any sustainsd
effort at rural Jevelopment must bring into operation organizations controlied
by the farmers themselves. On Formoss the Japanese had created Farmera' Asso=-
ciations with 341 township and 4,927 villags chapters throughout the Island,
These Associations, however, had gerved the Japanese as control orgenizations
as well ag a channel for distribution of farm supplies, credit and cooperative
buying and were strictly administered from the top down. The Commission is
helping reorganize thease Associations into effectives none-political agencies
to serve the farmers and to act as vehicles for voicing farm opinions. On
the basis of a survey by an experienced Amsrican rural soclologist brought
out from Cornell University and numerous other findings the Commission is
now devoting more energies to this program which directly affects most farmers
on the Island.

Within recent years the Farmers® Associations often have bsen dominated

by local landowners and village merchants who used the organizations at times
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the focal points for 248 heelth stations scattered throughout the villages.

The health centers and s tations emphasize the control and prevention of
communicable diseases, school and child health and maternity care. The Japa-
nese had previously enforced their sanitary mpeswres largsly by using police
force to back up the directives of health officia;a. They also had concentra-
ted medical care in the larger cities; leaving the farm populetion with very
limited protection. The present JCRR-supportsd program seeks to extsnd the
benafits of modsrn public health msasures to the rural areas and make these
village health stations, to the greatest degree possible, locally-supported
and locally=controlled.

The Commission supported the Provinelel health suthorities im training
a new oadre of public health homs visiting nurses and midwives and provided
them with bicycles and medicel kits. In addition ECA mediocal supplies walued
at & total of US$§ 168,000 were distributed to 1,400 schools, 17 health cen-
ters, 229 health stations and 216 aboriginal villages. |

The JCRR elso helped rebuild 77 villape water systems serving a population
of 191,000 persons. The objective was to atimulete local action by other com-
munities.

In oonjunction with the f{imanclal and techunical assistance given to
sponsoring agencies the Commission hes published eand widely distributed posters,
pamphlets, and lsaflets in support of projects. In addition to its routine
press relations function; the information and edusation steff has emphasiszed
disgemination of informemtion on progress of projects in the rural arsas through
wall newspapers, plotorial newspapers, snd visits of editors to Farmers®
ABgociations. Edusational materiels are distributed to allsponsoring egencies
and field stations of those agenoies; to all village townshlp and county ad-

ministrative offices and to all primary, middle and vocational schools for



posting. Prior to the distribution of a handbook on "Selegtion of Better
Laying Hens", for example, 5,000 copies of a promotion poster were distributed
around the Island. Later, 20,000 ooples of the handbook wore distributed on
requegt to individual farmers from the Parmers' Asscclations and the I & B

Offioﬂ &
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SUMMARY STATEMENT OF JCRR EXPENDITURES

1 Jenuary to 31 December 1950

Frogram ' Ho. of Projects ) Amount Paid 1/
in Progress in 1950 (Equiv. in thousands of U.S.§)=
Agricultural Improvement 9§ 576
Parmers Organizations 8 166
Irrigation 20 198
Rural Health 20 197
lLand Reform 7 54
Animal Industry 18 316
Food and Fertilizer 5 58
Information and Education 3 32

Totals 176 1,597 2/

Project payments made by Szechuan and Kwangsi
Regional Offices prior to termination of main-
land programs in November 1949 but entered on

headquarters records in early 1850 1,078
Administration - Local Costs : 674
= American Staff 154

Grand' Total $ 3,543

During 1950 all JCRR program and local administrative expenses
were [inanced out of Sales Proceeds funds derived from the sale of
ECA aid commodities. Appropriated funds were used only for edminig-

trative costs of the American staff (second item under Administration).

1/ U. S. dollar equivalents of expenditures in local currency are calcu=
latsd as payments are made at the vrevailing rate of exchangs.

g/ This figure dosz not inolude 1949 payments made to projects approved
in 1949 and still in progress in 1850, Also, further payments were
scheduled for most of these projects in 1551 on the basis of work
ocompleted out of funds obligated in 1880.
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TECHNICAL SERVICES

Undsr the industrial reconstruction program projected for Chins in 1948,
ECA declided e a gensral policy to finance the gervices of a reputéble engle
neering concern to guide the Chinese in their reconstruction efforts. In
1960 ECA continued to finance the contract negotiated in 1948 by the Chinese
Government with the J. G. White Engineering Corporation of Rew York to carry
out this policy. The Corporation retalins am average of six senior consulting
enginesrs on Formosa. This staff serves under the Joint Committee on Indus-
trial Reconstruction and Replacement composed of three Chinese members, one
of whom is chairman, and two representatives of ECA.

Advisory services rendered by the J. G. White ;taff during the yesr con-
tributed to marked improvemﬁnt\in the most vital industries and public ser-
vices and to substantial development of natural resources. Some projecta
concerned construction of large power installations and fertilizer faotories.
Cthers réquired demonstrations of proper riveting or tool setting wethods.

The work done by these engineers in 1950 can be divided into three cate-
goriess technical assistance to the ECA progrem and technical aid projects
utilizing local financial resources.

In connection with the ECA program, the J. G. White group checked
specifications and quantities of raw materials and other commodities needed
in relation to faotory capacity and local markets. When ECA industrial aid
through the use of sales proceeds was reimplemsnted for Formose in the spring
of 1950 and followed shortly by approval for expenditures from appropriated
funds, the detailed knowledge of industries available to this staff of engi-
neers aided the Joint Committee in selecting worthwhile industrial projects

vital to the economic recovery of the Island. The group made industrial
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surveys to check specifications for import requirements and assisted ECA and
the Chinese Government in plamning the overall industrial rehsbilitation pro-
gram. They checked all purchases made under contraet with private firms,
follownd up on construction work, set up managsment responslbilities, and
worked with Chinese managers to insure that projects were completed and ope=~
rating economically. Recauss the J. G. “hite group was thoroughly familiar
with the industries and services on Taiwan, services of outside enginesring
firms were not required by CUSA/ECA to make studies of individual projec£s

as on the mainland, resulting in a substantial savings in additional engineer-
ing fees to ECA.

The technical ald projects consisted of locating unused oquipmenf and
putting it to use and management advice to incresse the operating efficiency
of all major industries and services. With guidance froxyzonsulting engineers
the Chinese have committed substantisl sums from their limiteg financial re=-
sources to the fertilizer, power and textile industrieé and to the recons-
truction of harbors and railways. The engineering and management services of
the small but diversified J. G. White group have been uged in almost every
phase of "industrial activity on Formosa, both public and private. Various
government control committees regularly request advice on loans to industry,
new projects, management problems,availability of equ;pment and material in
Formosa, coats, quality of products and substitutes.

An ocutstanding Chime se achievement, with which the J. G. White group

was clogely connected, was the lnorease of hydroelectric power capacity
from a postwar level of 30,000 K7 to 173,000 KW in 1950. The engineers
worked with the power company engineers on the repair of the major dam di-
verting water to Sun-Moon Lake. This dam was badly scoured and had to be

re-gurfaced with hard stone. The consulting services of the J. G. White
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engineers were used in the construction of a new dam and completion of a
genarator station at Ural which increased power capacity by 12,500 KN. The
extensive construction required to complete the Tien~leng project,started
by the Japanese is now well underway following the planm drawn up by the en-
gineers and using their offered consulting services.

In 1950 an adequate supply of food for & population that had been in-
creased by soms two million persons in the last half of 1949 wes the Govern-
ment's most immediate problem. Food sufficiency depended on greater agricul-
tural production which was based on an increased supply of fertiiizer, both
imported and suprlied by local plants as fast as they could be rehabilitated.

Preproject engineering studies have been made by the J. G. White engi-
neers for expanding the fertilizer industry on Taiwan through ECA aid. This
is an sgsential industry on Formose. The Provincisl Government and ECA import
aprroximately two-thirds of the § 30 million worth of fertilizer required
annually. The ZCA-sutsidized project for expansion of a caleium cyanamide
factory started by UNRRA has been completsd and plant production increased
from 10,000 tons to 30,000 tons per year.

After a thorough investigation of a small ammonium sulphate factory
owned by the military on Formosa, the Chinese Government purchased this
equipment and supplied the local currency to put the factory into operation
on the recommendation of the consulting engineers. The equipment of this
modern American nitrogen fixation factory had been well maintained though
some parts were purchased in 1942. No factory of this type had been built
in the Far East with local technicians, except in Japan. The J. G. White
staff aided in scheduling and supplied advisory services during the cons=
truction and initial operation of the plant. The factory was producing at

full load by the end of the year. It also produces anhydrous ammonis needed
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for the local refrigeration industry and,in turn, for the preservation of
fish and other food.

Related to fertilizer production is the development of pyrite and sul-
phur devosits on Formosa. Both local and foreign geologists conaidered'the
local pyrite deposits worthless. Pyrite ores amounting to § 300,000 were.
inported by ECA in 1950 to supply the fertilizer industry. After extensive
tests in factories and exploratory work conducted by the J. G. White engineers,
they encouraged coordination of miners, the Provipoial Geologioal Dspartment
and private enterprise to open up these desposits which now produse sufficient
quantities to meet local requirements.

A small amount of volecanic sulphur had been mined on the Island but pro-
cedures were set up, with assistance from the consulting éggineors, providing
sufficient incentive to increase production from 1,000 tons maximum in 1949
to nearly 6,000 tons. Thie production will support the growlng fertilizer
and pulp and paper industries on Formosa using this material.

With guidance from the J. G. White group the cheotic conditions at the
two mein harbors of Keelung and Keohsiung, through which fertilizer end other
sggential goods had to be imrorted,; were greatly improvﬁd. These harbors
proéided perhaps the poorest gervice in 1549 and were better than most harbors
in the Far East by the end of 1850. Average turn sround time for ships was
redused from an average of seven days, and sometimes 20, to 2.5 days. New
pisers have besn constructed; breskwaters are being extended and rebuilt,
Dangsrous cargo facilities have been installed and harbors are being dredged
to handle most vessels in the Pacific trade. The Chinese received and dis-
tributed over 200,000 tons of fertilizer from these ports for 1950 cropg-—-
more than double the emount handled in 1949 with serious delays.

BCA has given some financlial assistance to the rehabilitation of the
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raillway system but the major portion of this work was done through technicsal
aid and with Chinese Govermment resources. The ability of local repair shops
to repair and.maintain both rolling stock and locomotives has shown notable
improvement. All locomotives and rolling stock have finally been repaired or
rebuilt and put into service. The serious condition of 1,412 bridges prompted
the establishment of a new repair shop which already has rebullt and replaced
459 spans. ECA={insnced crossties, bridge svans, repalr materials for loco=-
motivesg, etc. were followed through from initial recommendations to complete
installation.

The Provincial Highway Department is continually assisted by the J. G.
White engineers in replacing brdiges and improving highway servics, road
repair and maintenance. The enginesrs also helped determine where ECA aid
would be most sffective. They investigated the capabilities of the Highway
Department's engineers, recommendsd that a project as large as the 8illo Bridgs
be haﬁdled separately, and picked Chimsse engineers mast qualified to complete
the work, The separate organikation is set up and the preliminary work is
vrocesding under the supsrvision of the J. G. ¥hite staff peﬁding arrival of
the bridpge steel from the U.S. ‘

The entirs inter-island telephone system, which had deteriorated durimg
and after the war, is now being rehabilitated with technical assistance from
J. G. White and firancial assistance from ECA. The telephone system at
Taipeh is being doubled to meet the requirements of the increased vopulation
and growing business inythe oapital, FEoonomic studies and details of design
and improvements were carefully checked, and in some cases altered, by the
engineers.

These consultants are aiding in establishing factorles to produce edible

0ils and animal feed to save the importation from the United States and other
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countries of millions of dollars worth of these commodities and th® raw mate-
rials from which they are derived. Vegetable oll pressing mills, formsrly
owned and managed by the Japanese, were purchased by various local interests
after the war on a purely speculative basis. HNHone of the buyers knew how to
opefato these mills. J. G. White's chemical engineer prepared detailed ins-
tructions on proper wocessing of soya beans and edible soya bsean oil, inclu-
ding'deaign of esguipment, methods of testing, and training of persgompel. This
allowed ECA to import soya bsans for processing on Formosa. A rice bran oll
mill being established b; the Chinese Govermment én the advice of the J. G.
¥hite group, plus increased planting of psanuts, should eliminate the neces~
sity for impdrits of edible oils, or soya beans and peanuts with a year and
helf. Utilizing latsst American dosigns this plant will process vegetabls
0il from rice wagte material and can produce tallow which will substitute for
beef tallow now being imported by ECA to supply the soap industry.

The J. G- White ataff showsd the Chinese how to produce high gradas
oarbon steel in existing electric furnaces from scrap steel. This process
enabled local plants, mostly in private hands, to remain in operation. The
ateel is =o0ld to village blacksmiths for menufecture and repair of critically
needed farm imploments. J. G. Wnite and Chinese engineers are conducting
tests for the production of pig iron in electric furnaces and presently un-
used blast furnaces from iron oxide residuss of the fertilizer industry.
Already they have made pig iron from imported iron in electric furnaces to
suppiy local needs. Under the dirsction of the englpesring group a tinplate
mill is being established in conjunction with the Taiwan Steel Works which
will produce sufficient tinplate for the important food cenning industry.

After the fallure of the cracking unit installed by the Chinese Govern=

ment at thelr own expense, ECA, on the recommendation of the engineering



consultants, has purchased new tubes and pumpe to put ;hia unit into opsration.
This sracking unit will provide greater flexibility in oil refining and sﬁould
obviate importatioﬁ of motor gasolins.

The Japanese had construoted a § 10 million pulp mill in scuthern Formose
to operate on sugar cane waste. The plant was shut down due to lack of magne-
sium oxide, formerly imported from Manchuris, end sulphuwr from Japan. A
Je G. White engineer worked with the engineers of the Taiwan Pulp and Papsr
Commany to adapt a different process utilizing local chemicals, even though
of higher cost, to put this mill into overation. At present, the mill is
exporting bagasse pulp to Japan aﬁd adding over § 1 million in foreign ex~
change revenus. Production will further improve when the baling equipment
financed by ECA makes possible more efficient handling of the bagasse waste.

hssistance to the textile industry in technical improvement of production
methods made possible more effective use of ECA raw cotton aund cotton yarm
imports. The consultents alsc are advising on installation of machines
brought to Formosa during the exodus from the China mainlend.

Roorganigation of the caustic and chlorime industry, on advice of the
J, G. White staff, emabled this formerly govermment-subsidized industry to
pay off major loans and show a profit. Certain factories were closed dowm,
surplus labor temporarily disbanded, and only key rehabilitation continued.

TA utilizs the chlorine gas, produced simultansously with caustic soda and
previcusly discardsd, the engingers have recommended development of chlorids
lime products and chlorine insecticides. The DDT plant established by UNRRA
has been improved and a rotenone section established. The solvent extraction
unit for recovery of oll from presently discarded rice bran hulls will be
added to this location.

Other major and minor industries receivipg J. G, White assistance are



sugar, cement, soda ash, soap, salt, timber,and cempvhor and essences, The
staff has worked out specifications, location, method of opsrmtion, and
ownsrship of a creosoting plant to utilize more fully loeal timber rescurces
and produce on Formosa treated wood products that now must be imported.

The project proposal to improve fecilities for mining asbestos and talo
has been acocepted by ECA. Other proposals have been presented on the develop-
ment and ﬁnprcvement of conl mipes and to increass production of coking ccal
meeded to keep pace with fertilizer production. Initial studies have been
completed on the rehaﬁi litation of gold and copper mining and possible deve-
lopment of alunite, alumimm, mémzite (containing uranium and thorium),
gireconium, and mica resources,

The J. G, White engimeers stress that their poliocy is to put ECA ocut of
business. They report their goal is to see the inorease of agricultural pro-
duction supplemented by rehabilitation and establishment of industries so
that the total productive wealth of the Island can supply essential meeds
locally or provide sufficient exports to cover mscessary importa. Thege -
engineers have worked with the Chinese and ECA to make steady pregress toward

that goalo
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CHINESE SELF-HELF

The ECA-suprorted progrem on Formosa would have had only s very limited
effect without the efforts by the Chinese to help themselves. The long-renge
cbjective of the program on Formosa is to make the Island self-supporting.
The extent to which the Chiness on their own adopt and carry forward the ser-
vices, techniques and functioms introdused with ECA support is, therefore, an
important index to the achievements of the program. It is also a measure of
the wrk that remainsg to be done.

The Chinese ehgineers and sclentists who undertook to rebuild Formosa's
saversly war-damaged economy after Ve-J Day have eatablished a commendable
record. Some of the senior Japansse technicians, who were repatriated when
the Chinese took over, doubted that the Island's economy could be restored
in the then foreseesble future. At present, however, Formosa's overall proe-
duction has been restored to near the highest levels achieved under the
Japanese., In a few instances, of which electric power 18 an example,
output at present exceasds the peak achieved by the Japanese.

A study complsted in March 1980 indicated that the Chinese Government
had spent from 1945 to that date about US$ 29.6 million from its own oriti-
cally low forelign exchange rescurces toward the recconstruction of reailways,
slectric powsr, fertilizer, and other important industries. This compared
with combined UNRRA and ECA contributions for these purposes over the same
period of about US$§ 2.3 million.

ECA asslistance %o industrisl replacement eand maintenance projects was
greatly increased in the last six months of 1950 whereas Chinese expsnditures
oould not be meintasined at the former rate., The local government, howsver,

has continued to promote soundsr practices in industry than might have been



expested in view of the necessary prooccﬁpation with bala.ncing.tho budget.

All of the 176 projects included in the program of the Joint Commission
oz Rural Reconstruction are essentially Chinese efforts. Bach is carried
fomrd by a local‘ sponsoring agency which on Formosa is usually government
directed. To this sponsoring agency the JURR contributes finencial and tech-
nical assistence. In some insteances the Commission helped reorganize the
original sponsoring egenocy, or organige smaller units at a village lewsl, and
other agencies wers helpsd to modernize and extend their activities. In every
instanse, however, the sucecess of the efforts to which JCRR has lent itz gule
dance and support has depsnded largely upon the leadsrship and ener gy dig~
played by the local Chinese leaders and organizations.

Certain reforms enforced by the government on Formosa have bsen helpful
in stebilizing conditions on the Island, The land rent reduction program,
first carried ocut while Prime Minister Chen Cheng wme Governor, was of parti-
oular significence. Steps have been talken undsr the direction of the present
Governor, K. C. Wu, toward the popular election of mayors and county magis-
trates and members of the county end munioipal councils.

Recently, an Economic Stedflizetion Board was established to plen and
implement policies aimsd at mmintaining a stable soonomy. The tax system
was partially reovised and revenues substentially increased during the past
year, At the seme time, a budget for expenditures end receipts was insti-
tuted and applications for foreign exchange ere being soreened to eliminate
unneceassary éxpenditures.

In all of these fields there is gtill a need for improvement before
Formosa can have a sound economy. However, the begimming the Chinese have
made encourages the belief that they will demonstrate an inoreasing ability

to deal realisticelly and intelligently with these and other problems.



SUMMARY STATEMEWT

U.S. ECONOMIC ASSISTANCE TO FORMOSA IN 1950

(Valuwes in thousands of U. S. dollars)

Commodity Program
Industrial Maintensnce and Replacement Program
Ocean Freight
Technical Assistance P:-Ogre.mg/
Joint Commission on Rural Reconstrustion
Other Expsnditures

Total

Punds
Obligated

Obligated

32,982
11,716

2,7508%

Expended
17,931

2,341

443
194

80

Total 20,969

Approx.
Expenditures

1/ Payments made from this sum are imcluded im finel errival costs of
commodities and industrial maintenance and replacement items.

2/ Item covers J. G. White BEngineering Corporation cmtreoct with Chinese
Government. Original 1948 P/A for § 985,000 expired in September 1960
and second P/A for § 60,000 issued to cover contract megotiation period.
Out of two amounts epproximately § 443,000 was earmarked for and expen-

ded in calendar 1950.

5/ JCER program and local administrative expenses totalling the equivalent
of US§ 3,349,686.76 were financed entirely out of Sales Proceeds funds
derived from the sals of ECA aid commodities. The allocation and expsn-
ditures from appropriated funds represent administrative costs for

imaricen personnel o

4/ Includes § 45,8600 for administrative expenses for Chinese Technical
Misegion in U. 8. and § 14,393.53 for liquidation of 1948 olaim of

Tientsin Biecuit project.
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and cenmart manfacturers
Gypeum 81 6,418 /T 81 |Oyprus Mo soture of cemerd Roiemsed to Taiwen Coment Compary
Crufls pote -7 [+ Petre Corpol
o 10,88 4T | 4,488 | Iran [ 1,685 | A0 LT | 1,646 |Ire ror atvitian mmimprton T o [ ion. Hotes Apw o, onebalf of BAD
’ . ismports processsd fr meinBnd consuEp-
Slom
vor Gas izl 8,862 oY 121 |Philippines and| To mwet oiviliem comsumer needs Eslemsed to Chiness Fetroisum Corp.
<apan.
Crecacte 88 1,878 o7 116 | lether lenis To treat loosily-produced rellvay Origirm ily proowed for bbree enmd divert-
) erossties end teiephors poles od to Formoss (P/A issusd & March 1861
to_sover)
Bldes axd Skims 188 Vemdaoturs of &088 S0 OLher Be- |10 e relesssd to Taiwen Agricuitwsl
ther goods for oivilism cwsumption |anl dnime i Froduots Carp. for process-
. ing apl siloodion
k ufeoture of biack sheete, galve~ 1068 verious incdustriel comserns
Sheet Bar Stesl 80 ssz 1/T 80 |Jepan nised shwets end tin piate : (Teiwen Steel Worke, Te wan Machine
Works, eto.)
D o TEemitecturs o F pLpes, BROhLISTY To be relsased © Iairen JADANE &BE Lim~
Fig Trom 480 Fossibly gpere parts for o:gu;u, looo-n-'- @ triel Corp. for processing and silos
i tives ‘loslion to various local indwsiries
T4s Plate - Hard sobure of ORIS fOF plOnSappie o be reisssed © IBlwan riresppie »
- and other food produsts for expory |end other food Em-da uxhstréu s
R B.408 mer el oonstruotion puEposes o be reiessed to Frov., Supply
(bridges essentis | public and for eslose icn to lumber deslers
privete bul idings eto.)
Aliovation to o health inati- : drbarained
:1'-.11 ‘sml . ‘.I.io- 1,8“-‘-’ 0.8, tutions end rural heaith ceuters, ALl ion” by BCGA Alkoca~
limited guantity for regniar com- tiom Commd
mrojal sale
Tots L dpprox. Total 5 fotal Apwoz. P
Comt 1949 15,881 Funds 82,9&-/ Cogt 1880 11.981-/
drrivais Obligeted drrivals

Besed on Surveyors Bepcrts made st time of off-loading.
Only 42,770 /2 distributed in 19649; belewe of 26,800 /T errived late in the year for distriluticn for first 1950 rios orep.
Of approximetesy 186,000 L/ of fertilisers imperted by BOA for md/or &ring 1960, inciuding basmoe of 940 imports snd diverted shipmsats from Koree,

sbout 132,000 /T wars dstribted for BE orops and remsining 23,000 T ke 1d for first 1951 rise orop.

Bps idual Chdpa. Belisf Mission stocks tshe@ over by ECA in Shenghei.
fotals of fenls cbligated end epproxisete o8t of srrivels in 1980 inolnfe §1,380,884 cbiigeted end pald from foreign exchenge porocesds fsrived frem the

sele prisaipelly of rew cotion enf ooticn yare refegeed from Dhusghel etvole before the Ccesundst coswatlion of s msinisnd,
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IOUSTRIGL MAINTERANCE AND REPLACEMENT PROGRAM

(Values in Thousarxde of U.S.doilars)

damery to December 1850
hﬂ";;iﬁ/" Joures By End VUse Purpose Bsemtls
Bligated Sxpendltures Coumtry
Quanptity [ iporox.
Cont
1. PORER
a, Fower Foles = orecsoted 300 4,844 Pos & U8, hepiaceme v on esesential limes Released to Taiwan Fower Company
be Sin Teu (Esinplm) Substatiom 450 437 UsS . ,Burops | dehebiiitetion end extsnsion of substation | Frodwrement under comtraect with pﬂn’u‘ som=
of Teiwan Power Compeny to provide more adsquate (Firm) power for meroiel fire; purcheses compleed, eq ipment
Yertilizer Pient %o.3 errived, en routs, or in mafestuws. ’
0. Fower Distribution end Trensmissiom 1,766 780 Japan Rehabisitation and Replacement perts for Prosuressnt under contrest with privete come
System of Telwan Yower Company exigting distribution end transmiesion eye- mercial firm., Tbiigated funds iooiuds
tems {(Sun-Moon iske Moe. L = £ plants, pri- | $780,000 Prom forelgn ezchange selse pro=
miry end/or hydro-stations, Sungshan Hepair |ceeds and $1,016,000 from sppropriated funds
Station, eto.)
d, fei Pu Steam Stetion 207 Japan Addition of teo ooml pusiveriszer miils Froouremsnt egont esisoted end oontresd
’ : signed, proouresnt initiced
®s 14 Wy Steam Station 889 Jepan lshabd sitation of stesm etation Proowr ement agent eelectsd smd wotrest
signed, proowresnt initisted
fo Taipsh Subetation 316 Japan Addition of ome bamk 40,000 EVA power Froourement agent seisctsd arl ocamtrast
tramsformy sigosd, proowessnt initisted
. g+ Tien Lemg Recomstruotiom Froject 1,540 Japan Compistion of pojeot started undsr pre-wur | Froowement egent selected end ecobrect
Jampese administration signed, prosurement imitiated
2. RAI uWAYS
8o Stesl Rails 560 3,054 L/ 280 Japan Repusoemsrt of worn rails on main northe Relsesed v Tatwen Ballwey Admindstretion
south trunk iine.
be Crosuties 2,564 88,212 Pes 310 U8, Repair and maintenanve of raii lims Reiensed to Telwan Beilway Admindstretiom
©, Hallmy Bridge Mmterial 278 81 /T 31 Japan Bridge spams, peints and peinting apparetus |Comirest ewerded, procuressot unfermy,
for redl lmny Wridges Ferties shipmsnt rvecsived, released @
Teiwan Bailway Adminjstration
d. Telephons and Copper Wire for 179 138 L/7 179 Japen Repair and meimtemance of oer distribubion | Remased tov Teiwmn Bel iway Administration
Car Distribution System system :
8. wcomotive and Cer Repair Materimle 322 Japan Repeir armd meintenswoe of rolling stosk Released to Taiwan Railway Adidnistration
f. Passenger Cosches (10 cars) 191 Jagan kepiscement of 0ld passenger oars o be Holsased to Teiwan Eaiony Ademipletration
everimuled end comverted to freight ssre
B, TELECUMBMUNICATIOHNS
&. Telephone Cabis, Spare Parts 800 Jepan Repair of iooal and toil lines To be reisased to Taiwan Telsoomsinicsatioms
Mduindetration °




Jenuary %o December 1860
Punds Arrivass enl/or Sowae Dy
bl gated - Expemiitisres ot Emd Use Pwapose Emmerks
& Quantity ADEOx. ¥y
Cost
b.E1CHWAYS -
&8 Auto Assembly 81 20 bus ohassis 81 Jep Repl t axd repeir of motor trangport | Helessed to Telwas Provisalel Higlhewsy Bmoen
28 omsges spare ’ faolil des .
38 engine
agsenmbliss
be Hotor Vehicles, Bmgine Eepiscement, 18p Japan lepiesement and repeir of motor trensport | To be relsssed to Tabwmn Provimsiel Bigismy
Chassis, eto. fenilities Bursau
8. Beinforoing Bars 30 Higlway btridge coms trustion materials Pull emcunt Bfunied by Talw as Bigsey Bure
d, 8ilo Bridge 1,188 0.5, 31 S¢esl spans (fabricetsd} to compiste Stesl fabricetion by U.8. 8tesl Expart
comtruction of bridge linking mein porth- | Corporationy erectien by Silo Bridge O~
south Higleey systems Bise fom.
o, Culvert Pipe g2 U.s, depair and copstruction of higlweye To be relsased to Talpen Higlsay Bween
£+ Bridge Paint 28 Japan and lsintenenos of higlmey lridges To be released to Taiwan Rigiwey Buresa
Hongkong .
BoOTEER INDUSTRIBEBD®
&, Taiwan Fertiiiser Flant Wo, 1 2860 188 Rehabliitet don of Tetran Fertisizer Plamt | Contrest ewerded, all purchese ordeve ieswd,
¥o, 1 to inorease produstion from 12,000 roiensed to Teiwan Fertdliser Company
to $0,000 toms anmslly
b, Taiwen Fertillse Company 40 Industrie. squipsent to improve prodwtien | To be ressased to Talwen Fertiliser Compesy
of eaisium super phosphate
¢ Eachelung dssonium Suiplate Merke L Yater pumps eml meters to improve fF oduct~ | To be resessed ® Hachslung dmeredwm Bule
ion of emmonium sulplats phate Works
4. Tetwan Stesl Worke o8 Tioning equipment for memufscture of sam | To be reisssed to Tabwan Btess Works
#. Chinesse Petroleum Carporation 100 Heatsr tubss and gasoline pump required to | To t» resessed to Chinsse Petroisum Core
Bofinery put oracking unit imto productiom poration
fe Toaiwan Puip and Feper Company 108 Industrial equipment to improve produstion | To be reiessed to Taiwen Puip end Meper
of pulp and peper Company .
g- Daho Inhwmtria: Compamy [} Rehabilitetion of Kerenko Ashestos Hins o bo reieesed to Deho Indwsiriel Company
he ise Tuan Chemiocal Works 8 Improve mamufecture of soda ash To be relsesed to ise Tuan Chemdoal ¥orks
i. Tabrmo Forestry Administration 100 Transportation equipment o improve To be released to Teiwen Foresiry Admimis-
logging operetions tratiom
Totsl N Total Appro=.
Punds 11,7165  Cost or Exe 2,861
Obligated penditures
1. Totel of funds obligated imsludes mprreoximete.y $2,2359,000 cbligsted from foreign ezchargs proceeds derived from the sels primsipally of rew cotion end ocotion yaras
refugesd from Yhenghsl etooks befare the Commmist oocoupation of the mminiand,
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