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INTRODUCTION
 

Orientation for the Orient! Surely it should be 
possible to forge a striking phrase or two from this 
title, and th ereby induce the unwary to read this 
Introduction. But the Muse.fails, and we can only hope 
that somehow this prefatory material til secure readers 
and escape the usual unread condition of such efforts. 

The preparation of an Orientation Manual for new
 
personnel is a logical developnent in the growth of the 
MSA Mission to China. On March 4, 1952 a'Memorandum 
signed by the Chief of Mission, announced ani orientation 
conference for new personnel and gave a detailed out­
line for thirteen sections, These sections bore the 
same titles as the first thirteen secticns.of this 
Manual. 

Soon after the arrival of the editor of this 
material at his post, he was appointed Orientation
 
Officer of the Mission and asked to see to the com­
pilation of written reports covering all but three of 
the sections of the original outlines. At a planning
 
meeting assignments were made and in due course manu­
scripts were turned in. The editor wishes at this point
 
to express appreciatica to all who assisted in this
 
project. In carrying out his assignment he felt it
 
necessary, in many cases, to lay violent editorial
 
hands on certain of the materials presdnt6d. That their 
respective authors are still on. speaking terms with the 
editor attests both to their good nature and to their 
selfless interest in- the project. Specifically one 
should give credit to: 

Dr. Hubert G. Schenck, Mission Chief, whose
 
original idea it was to prepare this Manual
 

Mrs. D. Bosley Brotman, Information Office., whose
 
office provided both cover and illustrations
 

Robert Y. Grant, Office of Industry and Natural 
Resources, whose office provided the charts 
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and 'the section authors:' 

Section I Dr.. Schenck :and George St. Louis 

i -IGeorgefGurow
 

III George St, Louis
 

%V. H. Fippin
 

:V Dr. Schenek
 

VI C. L.1 Terrel 

VII Wm. H. Fippin 

VIII parts,33 -5p' Editor ­

part 	36y, Wi. A. Sponsler
 

37; K. C. Chen, CUSA
 

38, Donald Allan anrd V. C. Feng
 

39, Wm H.,Fippin .
 

40, Alan Logan
 

41, K. C. Chen, CUSA
 

IX 	 V. S. de Beausset, J. G. Vhite
 

X Colonel Chas. A. Worthington and'Chief Warrant
 
Officer 'ShermanMMoyer, MAAG
 

XI Robert. Rinden, Americn Embassy
 

XII Dr. Schenck, 0. Lr Terrel
 

XIII' Dr. Schenck, 0. L. Terrel
 

part '72, Editw
 

VI 



XIV Editor
 

XV Mrs. Hsin-chen L. Tao, Mrs Rita E. Han.
 

These fifteen sections, then, represent the original 
outline material with one new section "Orientation and the 
Individual" (XIV), inserted prior to the reference 
section (XVI. This new material has been prepared in 
order to make the previous sections more meaningful. It
 
would be advisable to become acquainted with this new
 
section XIV early in your reading. You may even wish to
 
consider some of the questions in advance of the discus­
sion meetings.
 

As you read this material you may find certain
 
portions less than limpidly lucid; in others you may feel
 
the need for a further (or perhaps for a shorter)
 
development. All such cases should be attributed to
 
faulty editorial work rather than to flaws in the work of
 
the original author. Your comments, criticisms, ani
 
suggestions for improvement are welcome - and invited. 

H. Emmett Brown, 
- Editor 

VII
 



SECTION I 

WORLD WAR II AND ITS CONSEQUENCES 

1. The Pacific War 

The constantly growing tension between Japan and 
China, especially in Manchuria, culminated in the ­

destruction in 1933 by bomb explosion of a portion of 
one of the rails of the South Manchurian Railway. 
Although the damage -was not serious, it marked the 
beginning of a series of incidents which resulted in war 
between China and Japan. 

In July 1937 Japan begah her serious attempt to 
conquer China. The "raph of Nanking" took place in 
December; ten months later Japanese forces were in control 
of Canton and Hankow. They made equal progres6 in the 
north. The confusions of war always help the growth of 
Communism. The present war proved no exception. The 
Chinese Communists, ostensibly repelling the Japanese, 
were in fact consolidating their strength a'gainst--the -

Chinese Nationalist under Generalissimo Chiang Kai-shek. 

By the end of 19419 Japan believed that her illegal­
ly gained territories could support greater military 
effort. She therefore launched her attack on Pearl* 
Harbor and began her drive on the Philippine. Islands and 
elsewhere in the'Pacific area. 

The drive into the southern regions was well planned, 
coordinated, and executedl When her armies were driving 
through the Malay Peninsula and her' Navy in contirol of the 
western Pacific, Japan was a formidable enemy. Her drive 
took her to the shores of Australia and to the outposts of 
India. Civil Affairs teems of experts poised to assume 
the administration of her expanded empire, took over 
territories as conquered and began the stream of supplies 
back to the "Home Islands" from abroad. Yes, in victory 
Japan was a feared and respected enemy. 

But the United States military forces were gathering 
strength after their defeats in 1942. U.S. submarines 
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and airplanes began to cut-oft .the rich booty going to 

the Japanese, ard the tide of battle turned against them. 
Driven from New Guinea, Saipan, Okinawa, and suffering
 
enormous losses in the Philippines, the Japanese General
 
Staff knew that defeat was inevitable.-


In the spring o3f 1945 the aerial ,ttack on Japan
 
proper was, intensified. Sooi 'Tokyo, Yokohamaj, Nageya,
 
Osaka, anrd Kobe were**shambln.'' In Aaglst, less.than 
2, 000,.OO people -*Lved. in the Tokyo ,area,, where formerly 
the population had:been 7000,000. The atomic bombs on 
Hiroshima and Nagasaki broke Japan' s. will to continue the 
now unequal struggle. 

Thus, on the second of September 1945, _the Japanese 
signed -an unconditional-i surrender aboard the battleship 
Missouri.in Tokyo Bay. :General of the.Army Douglas 
MacArthur became -Supreme Commendar for the Allied Powers, 
and Japanese troops -throughout the erstwhile "co­
prosperity sphere? laid down 'their ams. ­

2. Post - Sutrender Days on Taiwan 

-The repatriation of more than 5,000,900 Japanese from 
all parts of the Orient began soon theieafter. In'the&case 
o-f Taiwail.the, rapid evacuatich of Japaiese civilians 
produced a serious -strain on local 'administration. 

With the surrender, Chinese Nationalists began to 
arrive on Taiwan. General Chen Yi,. appointed- Governor 
General,, reached Taipei from Clitihgking by- air on.-October 
22;i.,945 afi accepted.the-Japanese surrender the follow­
ing day. Bepcause prior -to the 'J panese acquisition in 
1895 this island had ;been.Chinese; one may say this 
sirrender marked the-liberAtion' of Taiwan.:, Immediately, 
Chinese engineers set to woik to repair the dama-ge done 
by Americah bombing of- Taipei," Keelung, Kaohsiunig, and 
other cities. . The Japanese "administrators were replaced 
almost exclusively by- Chinese mainlanders, an act made 
necessary by ti fact that tihe Japanese had not trained the 
Taiwanese for high governmental positions. .1 he -new -

administrators found an idland a little -larger than the -­

states of Vermont and Connectict combired, a population 
of ahbutC seven million, with notable developments of the 
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area by the- Japanese, but also with many evidences, of­
exploitationdie-to*the stress of war. The- new 
government assuned- title to.much property which'had 
previously beei Japanese-owned. 

3. The 1947 Incident " 

On February 27, 1947, began a serious itincident". 
Two women were. selling American cigarettes.-in Taipei, and 
monopoly police eiforcing the.monoply law shot and - . 
killed one of them-, Mob action rapidly began to spread
throughout th4'eisland:.-;On. February 28,' several persons 
petitioning 'Governor-General Chen Yi for a change in -the 
monopoly regiations were shot down. University students 
attempted-o f'eserve order with little suddess., About 
March '147 Chinese troops arrived from tH'aiand and ­
ruthles sly caished the revolt. killing many peopl&. But. 
such Arastid'--'ctioiis had repercussions aiid 'on May-16 
the Taiwari Govrnor-General's. Office was abolished and- the 
-Taiwan Prokificial Government'waa set, up, withDfr. Weti ­
Tao-fming named' the first Governoa2< C&iously-enough,. 'Chen 
Yi went badk to the-mainland and lAter 'joied the - -
Communists. Captured 'on.-the mainland'by -gdvernment forces, 
he was 'retihrned and ;later executed 'as a traitor. 

4. Rise of The Chinese Communists -- i 

By their resistance to Japanese aggression ir North 
China during World War II, the- Chiiese--Comninists, led -y 
Mao TseZtuig, were able to attract many patriotic Chinese 
,to their ranks and measurably to- strengtheh 'their 
* position. - .7 - -

VJ Day, August 12, 1945,,> fond the Codimunists with 
their, capit'al at Yenan in effective control of- large areas 
in North Central China, as well as some 'areas in Manchuria. 
Their rase to power was very rapidj.duriig the ensuing 
four years. -'--- ­

'Diring 1945-46, they consolidated their- position in 
* Manchuria and, during 1946, used the time allowed by the 

protracted Marshall Mission truce negotiations to develop 
their strength further. When the latter negotiations 
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cdflapaed fin-1947-,.:the-Communists werp-drepared to ­

challenge .the-;Nationalist Governmentts armies for:,cgntrol 
of Chihai -_-- -

Aided by increasing economic deteiioration, which 
they abetted by political and economic sabotage, the 
Communists Embarked upon the series of military campaigns 
which, in two short .years, brought the entfre Chanes 
mainland under -their dominatin.-

Hukdea, key Manchurian bastion; fell on November- 2, 
1948.- In December, the Communists spored a- decisive ­
victory in the- battle off Huchowfu, which paved.the-way 
for-their- sweep.to the- Yangtze River.--4The-critical 
Tientain-I-eking -corridor, -weakened by large-scale- -
Nationalist def ections,- caved in duringi. January l949. -
Nanking,; the Nationalist. -Capital, ,fell on -April 21 ­
when the2:Communists -rossed the Yangtze-River. Shpaghai 
(the worlds .fourth city-) was, overrun- op-May 25-27.-r_ In 

-- rapid order,-:-Hangehowy- -Hankow,- Foochow- Amoy,- Swatow, 
Changsha, Tsingbao and Taiyuan wer*e swept -up-by the ­

onrushing CQmmunist armies.- - Faced with imminent collapse 
on the mainland,. th.e Nationalist- Government,-: which -had: 
earlier moved to Canton, withdrew from Canton and moved 
to Taiwan. 'Canton -fellon October -14 and- the- conqu9st of 
the Chinese mainland was virtually completed with the 
fall of Kunming and Chungking at the end of 1949. With 
their withdrawal from the mainland in- November, the 
Nationalist Government faced the enormou taskof 
re-establishing its strength on Taiwan. ­

5. Chinese;-Japanese Peace *Tieaty,. 

The Peace Treaty between the Republic of China and 
Japan was signed in Taipei on April 28,- 1952., - It-was -- ­

.-.- ratified -by the two chambers of-t the -Japanese Diet in June 
.;,;and, July-1952 and -by the; Ohinese- Legislative Yuan on July
 

31,1952. For China, the last date is.the official "end
 
of World War II with Japanvt. Although the victor,- China
 
has lost the mainland, and she is still at war, this time
 
with her own kin, the Chinese Communists. President
 
Chiang Itair.shek controls a territory nearly as -large as 
Switzerland- and -with a population- 2,QO,000 greater- than ­

that of-Sweden. -As- a consequence of-war, the government 
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of Free China has come to Taiwan with a large military 
force but with the open wounds of political and military 
defeat. Free China occupies a strategic- bastion for the 
defense of the United States and is the "show windown' for 
democracy in southeast Asia. We Americans are here in 
Taiwan to support the only large anti-Coammunist itilitary 
forces united against the evil combination now in 
control of the mainland, as well as to present the story 
of democracy to the other peoples of south-east Asia. 
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-LEGAIL;BASIS FOR MUTUAL .SECURITY - !NCY 

6. The Chizia :Aid Act. . 

'The- basic authority for fsrnhdg ec6nomic 
assistance to.-China dertirs frod a la* (P.-L' 472) 
enacted by the 80th Congress and signed by President 
Truman on April 3, 1948. One portion of that law. 
related to economic aid to Europe and was called the 
Economic Cooperation Act of 1948 (ECAct of 1948). -

Another portion was the "China Aid Act of 1948." 
Section 405 of this tiAct"2 provides for an agreement 
between China and the United- States to carry out the 
purposes of the Act, and to improve commercial relations 
with China. The resulting exchange of notes between the 
two governments resulted in the "Bilateral 'Agreement" 
which will be discussed hereinafter. Section 402 of the 
"China Act" substantially echoes the policy of the 
ECAct when it states: 

"Recognizing the intimate economic and other 
relationships between the United States and China, 
and recognizing that disruption following in the 
wake of war is not contained by national frontiers, 
the Congress finds that the existing situation in 
China endangers the establishment of a lasting 
peace, the general welfare and national interest of 
the United States- and the attainment of the 
objectives of the United Nations. It is the sense 
of the Congress that the further evolution in China 
of principles of individual liberty, free 
institutions, and genuine independence rests 
largely upon the continuing development of a strong 
and democratic national government as the basis for 
the establishment of sound economic conditions and 
for stable international economic relationships. 
Mindful of the advantages which the United States 
has enjoyed through the existence of a large - . 
domestic market with no internal trade barriers, 
and believing that similar advantages can accrue to 
China' it is declared to be the policy of the 
people of the United States to encourage the 
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MSA
 
MSA imports com­

modities essential to 

meet the needs of 

the island, including 

fertilizers, soyabeans 

and raw cotton. 

Assistance is being rendered 

the local governments in the 

development of island-wide 

education and public health 

programs ..... 



Basic to the industrialization 

of Taiwan is the expansion of the 

power system. 

Land and water transport 

facilities are being improved. 



Republic. of China and its people to exert sustained 
common efforts which will speedily achieve the 
internal peace ard economic stability in China 

essential for lasting peace anl prosperitywhich are 
in the world. It is further declared to be the 
policy of the people of the United States to 
encourage the Republic of China in its efforts to 

maintain the genuine independence ard the adminis­
trative integrity of China, and to sustain and 
strengthen principles of individual liberty and 
free institutions in China through a program of 
assistance based on self-help ard cooperation: 
Provided, that no assistance to China herein contem­
plated shall seriously impair the economic stability 
of the United States. It is further declared to be
 

the policy of the United States that sssistance
 
provided by the United States under this title
 

should at all times be dependent upon cooperation by
 
of China and its people in furthering
the Republic 
Provided further, that assistance
the program: 


furnished under this title shall not be construed
 

as an express or implied assumption by the United 
States of any responsibility for policies, acts, 
or undertakings of the Republic of China or for 

in China at any time".conditions which-may prevail 

The entire law, with its European and Chinese components 
was given financial support by an appropriation of 

on June 28, 1948, the-unobligated portionfr400,000,000 
of which sum was coritinued through February 15, 1950 by 
a law passed in April 1949. Another law, signed in 
October of that year, served to divert $4,000,000 of 
this sum for the financing of tle education of Chinese 

amount to remain available until expended.students, such 
Other laws extended the period for the expenditure of the
 

original sum through June 1951.
 

The Mutual Security Acts of 1951 and 1952
 

The Mutual Security Act of 1951, (P.L. 165, 82nd
 

Cong.) approved October '10, 1951, changed to a certain
 
to -­extetd_:thA..csoncept of -cur economic aid by tying -it 

military aid being furnished recipient countries. The 

aid program is based upon the concept of joint effort and 
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self-help. These countries and the U.S. are engaged in 
a combined effort to secure mutual security by 
strengthening the individual and collective defenses Of 
the free world. In.Section 2 of the Act the purpose of 
the program is stated to be: 

"To maintain the security and to promote the foreign 
policy of the United States by authorizing military, 
economic and technical assistance to friendly 
countries, to strengthen the mutual security and 
individual and collective defense of the free 
world, to develop their resources in the interest 
of their security and independence anid the national 
interest of the United States, aid to facilitate 
the effective participation of those countries 
in the United Nations system for collective secu­
rity. The purpose of the Mutual Defense Assistance 
Act of 1949, as amended, the Economic Cooperation 
Act of 1948, as amended, ard the Act for Inter­
national Development are deemed to, include this 
purnose". 

The Mutual Security Appropriation Act of 1952, 
approved October 31, 1951,. (P.L. 249, 82nd Cong.) 
appropriated under Title III (Asia a9 Pacific), 
slightly over $2 37,000,000 for FY 52 . This sum was 
augmented by money carried over from the previous year. 
The sum of about ,98,00,000 was authorized for China 
aid alone. The Supplemental Appropriation Act, 1953, 
(H.R. 8370) approved July 15, 1952, in addition to 
amounts carried oVer, appropriated for Asia anid the 
Pacific, for FY 53, about $203,000,000 for economic 
assistance and 468,000,000 for technical assistance, of 
which about $102,000,000 was authorized for China. 

1 
FY 52: fiscal year 1952. Fiscal years begin on July 1 
of the preceding calendar year. Thus FY 52 extends 
from July 1. 1951 to June 30, 1952. 
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8. 	 The Bilateral Agreanent 

As stated above, the China Aid Act of 1948, 
authorized the negotiation of ann agreement between China 
and the United States. This was consummated between the 
two governments on July 3, 1948. Of particular interest 
is Article V. This calls for the Chinese Govertment to 
match, in local currency, the dollar cost to the -U.S. 
Government of commodities made available to China. It 
may 	thus be seen that the economic assistance furnished 
under the provisions of these laws, is not an uncon­
trolled "give away" program. Recipient countries are 
obliged to pay in their local currency the value of­
much of the material and supplies received as assistance. 
This currency, called the "counterpart fund" (see p.47) 
in turn is used for projects beneficial to the economy 
of the participating country, the project in each 
instance being subject to approval of an MSA Mission. 

In certain matters not pertinent here, the Exchange 
of Notes was modified by-further exchanges, the first 
being executed on the same date as the Agreement, namely, 
July 3, 1948, and others on March 27, 1949 and January 
26, 	1950.
 

The increased scope of U.S. assistance under the 
MSAct of 1951, was accampanied by an increase in the 
number of undertakings by participating governments. 
Section 511 of the MSAct of 1951, provides that where aid 
is ftrnished in order to further military efforts, such 
countries are to agree to the following undertakings: 

(1) 	 join in promoting international understanding 
and good will, and maintaining world peace; 

(2) 	 take such action as may be mutually agreed upon 

to eliminate causes of international tension; 

(3) 	 fulfill the military obligations which it has 
assumed under multilateral or bilateral 
agreements or treaties to which the United 
States is a party; 

(4) 	 make, consistent with-its politimal- and econania. 
stability, the full contribution permitted by its 
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manpower, resources, .facilities, and%_ezM 
economic condition to the developnent and 
maintenance of its own defensive strength and the 
defensive strength of the free world; 

(5) 	 take all reasonable measures which may be needed 
to develop its defense capacities; and 

(6) 	 take appropriate steps to inmre the effective 
utilization of the economic and military 
assistance provided by the United States. 

An Exchange of-Notes -encompassing the foregoing, and 
dealing with other technical features of the MSAct of 
1951, was effected on January 2, 1952. An iportant 
feature thereof, called for by the Act of 1951, is the 
authority to utilize counterpart funds for military 
purposes. 

Summaries of the MSActs of 1951 and 1952 have been 
prepared and are available on request from the Legal 
Advisor. 
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SECTION III 

ECONOMIC COOPERATION ADMINISTRATION (ECA) AND 
MUTUAL SECURITY AGENCY (MSA) 

9. Original Organization of ECA on Mainland 

The ECA Mission to China was organized in Shanghai 
immediately after passage of the Economic Cooperation Act 

of 1948, April 3, 1948. Roger D. Lapham, ex-Mayor of 
San Francisco, was anmointed Chief of Mission and R. 
Allan Griffin was appointed Deputy Chief of Mission. 
They arrived in Shanghai in June 1948, and program organi­
zation conmenced immediately after their arrival. 
Simultaneously, a technical survey team, headed by Mr. 
Charles L. Stillman, arrived in China to conduct a survey 
of China's most pressing industrial rehabilitation needs, 
as part of the overall ECA China Program. By the end 
of 1948, the ECA China Mission was fully organized and the 
supply program (principally food, cotton, POL (petroleum, 
oil, lubricants), fertilizer, coal, medical supplies and 
agricultural pesticides) was in full swing. -In addition 
to ECA appropriation funds allocated to China, the ECA 
China Mission inherited from its predecessor agency, the 
China Relief Mission (U.S. Department of State), about 
$4.5 millions worth of medical supplies and several 
thousand tons of agricultural pesticides and hybrid corn 
seed. 

10. Scope of Mainland Operation 

The ECA Appropriation ACT of 1948 provided $275 
millions for economic asistance to China. The dollar 
import program centered on raw cotton, POL, rice and 
fertilizer, plus relatively small tonnages of coal. 
Meanwhile, an integrated industrial developnent program, 
with anphasis upon transportation, power and minerals 
developnent, was under formulation by the technical 
survey team mentioned in part 9 above& 

The food distribution programs initiated by The China 
Relief Mission (CRM) in the cities of Peking, Tientsin, 
Shanghai, Tsingtao, Nanking, Swatow and Canton, were 

- 11 ­



continued under ECA, which imported sufficient rice and 
flour to assure the maintenance of adequate ford supplies 
for the populace of these key cities, ad thereby to 
prevent civil unrest. This CRM/ECA fooa distribution 
pro gram was the' Irst effective food rationing program 
in modern Chinese history. 

The Joint (Sino-American) Commission~for Rural 
Reconstruction (JCRR) (See.Section .IV).embarked upon a 
series of lad reform, reclamation, irrigation, drainage 
and rural health projects in Kwangtung, Yunnan and
 
Szechuan Provinces thich were outstandingly successful.
 

Heavy cotton-ard POL imports kept the wheels of 
China's important textile industry, her power instal­
lations and her land and coastal transportation 
facilities, in operation. 

The medical supplies inherited from CRM were 
distributed to hospitals and health clinics throughout 
the dointy. 

During the siege of Mukden, three different airlines
 
(CAT-Civil Air Transport, CNAC - Chinese National Air 
Corporatiri, CATC - Central Air Transport Corporation) 
under BCA direction, flew in over 4,000 tons of flour. 
Return flights were crowed with refugees from the 
stricken city.
 

As the tide of war moved southward, thousands of 
refugees were driven into the Tsingtao area, in a
 
Communist effort to embarrass the. 7th-U.S. Fleet, which 
at that time was based upon Tsingtao. Under ECA aegis,
 
the Tsingtao Relief Coordinating Committee fed 90,000
 
refugees each day for a period of-eight months.
 

Program operations were directed by CUSA/ECA
 
Regional Offices established in Peking, Tientsin,

Nanking, Tsingtao, Shanghai and Canton on the mainland,
 
and the Regional Office established in Taipei at the
 
outset of the ECA China Program, 
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11. Successive Movements of ECA Base of Operation 

With the evacuation of the Nationalist Government 
from Nanking (to Canton) on the eve of the Communist 
crossing of the Yangtze River, April 21-2, 1949, ECA 
Headquarters moved from Shanghai to Canton, leaving a 
small group of ECA personnel in Shanghai to continue 
supplying the city's basic needs and, as the Camnunist 
tide swept ever closer, to evacuate ECA supplies not 
required to meet the city's minimum needs. By May 14, 
the Canmunist Third Field Army, under General Chen li, 
were hamnering at the approaches to Shanghai, and the 
city was stormed and captured on May 25-7. However, 
38 shiploads of ECA supplies, totalling over 1,OO tons, 
were successfully evacuated fran Shanghai to Taiwan, 
Korea, Hong Kong and Canton, prior to the enoirclenent of 
the city by the Camunists. 

As the Commist conquest of South China proceeded 
at a rapid pace, ECA Headquarters at Canton was removed 
to Hong Kong, where the staff was disbanded, except for 
a small group who were retained to wind up the affairs 
of the Mission on the mainland. Subsequently, several 
members of this team were transferred to the ECA Taipei 
Office, where JORR and ECA progran operations were 
expanded. 

12. Distinction Between ECA and MSA 

The principal distinction between ECA and MSA is 
that, whereas ECA was authorized by the Congress and 
organized for the basic purpose of providing econcmnic 
assistance to World War II Allies to enable then to 
achieve raptd rehabilitation of their war-torn and dia­
located econanies (as a U.S. contribution to econcmic 
stability in the post-war world), the MSA concept 
places primary emphasis upon strengthening the econanies 
and military establishments of friendly countries in 
order that they may preserve their freeda and resist 
Camnnist aggression. In one sense, both concepts had 
as their basic objective the establishment and mainte­
nance of world peace; however, whereas ECA was strictly 
econanic in character, MSA provides direct military 
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assistance a wel as economic aid - ant the emphasis is 
upon the principle of collective security, rather than 
merely economic recovery. (See part 7) 
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37.5% rent reduction contracts and 
the owner-tiller program give farmers 

more of every harvest. 

Health programs, such as malaria 
control, give promise of healthier 

life on Taiwan. 

Irrigation repair and construction 
allows farmers to produce more per 
hectare. 



Improved rice seed multiplication 
increases rice yield per hectare for 
every rice farmer. 

Rationed beancakes, made from 
MSA-financed imports of soyabeans, 
assist program of proper feeding of 
hogs to produce high-grade pork for 
sale. 

Crossbreeding as well as disease 
prevention and control programs 
make hog raising more profitable 
to farmers. 

Education to use of chemical fer­
tilizers helps farmers obtain maximum 
value from rationed fertilizers. 



* SECTION IV - - . -

JOINT COMMISSION ON RURAL RECONSTRUCTION' 

13. Background, Organization and Functions of JORR -. 

-The. Joint Commission on Rural Reconstruction is a 
natural and- logical expression -of-the principle -of . 

"joititness" whichT has characterized Chinese and American 
relations, particularly in the fields of education and . 
agiiculture over a period- of -many years. More specifi­
cally, the -China-United States Agricultural Mission of 
1,946, which in itself -was a joint organization, -laid the 
foundation for the JORR by the recommendation that a , 
joint organization was needed to pJan and Unplement a­
program of agricultural. reconstruction in--Ohina. 

-Legislative authorization 'for the JORR was provided 
in Section 407 of Title IV of the Foreign Assistance Act
 
of 1948 (China Aid Act). The instrument specifically ­
creating the Joint Commission on Rural- Reconstruction in 
China was an Exchange of-Notes between-the Government of 
the United States and the Government of the Republic of 
China signed in Nanking on August.4, 1948.- The JCRR 
came into existence on October 1, 1,948, when the Joint 
Commission met in Nanking for its first official session. 

.The China Aid Act of 1948 specified that the Joint 
Commission. "shall be.composed of two citizens-of the, . 
United States, to be-appointed by the President of the
 
United States,:and three citizens-of China to be
 
appointed, by the President of China," and that such., 
Commission shall, T!subject to the-direction.Iand control 
of ,-he Administrator- (ECA), formulate and- carry out a ­

program:for reconstruction in rural areas of China, -which 
shall include such research and training activities as 
may be necessary or appropriate-for such reconstruction.?t 
It was intended, and.is-rigidly observed; that the JCRR­
should be A completely joint organization in which 
American- and Chinese nationals would -participate on the 
basis of complete equality4 . The. enabling legislation 
further provided that.-an amount equal to not more'than 
10%of the funds made-kavailable to China shall -be-used 
to carry out the purposes of the JORR. Actually the 
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Commission operates primarily with local currency 
(counterpart) as the current budget provides for less 
than 5% of appropriated dollars. ,,r= 

14. Mainland Experience 

The ra idly deteriorating milita±y 'and political 
situation ori the,mainland during mid sAbsegient to the 
establishment of the JORR did not provide oportunity 
for 'the full developent of a -program 6f i'&al recon­
struction., The jieribd of,. approxiately' six'weeks. 
following. th6 initial meeting of 'the Joirit Odmission, 
was devoted to a discussion of such-matters as ob­
jectives, policies, form of organizatibn'ind other 
general considerations. In that brief period conditions 
in Nanking becamu such as to force the .- acuation of, 
JORR lto 'Canton on December 4, 1948. --'By early August of 
the following year, it had. become clear that thd days 
of JCRR--activity in the neighborhood of Canton werq 
limited, arid soon thereafterjit.became necessafry to 
accompany-thd National Government in its' removal from 
the Mainlahd to Taipei. This was -in Noveinber,. 1949. 

- During .theen months. in which CRR HeadquLarters 
were- on -the mainland, substantial progress had been .. 
made. This experience ,proved of great value later in 
the rapid -implementation of a program in Taiwan. While 
still on the mainland a nucleus staff -of experts was 
recruited including some of the most experienced 
agriculturalists and other specialists in China. A 
total of 160 projects* in agriculture, irrigation, 
education, iural .industries and rural health received -
JORR assistance; .and the equivalent-of 'nearly $3,000,900 
were -paid out in support of these projects. 'Land tenure: 
reform programs' were put into effect in- Kwangsi, - -
Szechan- nd- Fukien Provinces, giriig to an estimated 25 
million farm people a fairer -share of' the crops 'they 
raised. Approximately 206,000 acres 'f land were' ,' 
brought under izrigatiori .or had their Lfigation facili­
ties inprbved 'which' made pqssible an an'hual inqrease in 
production of paddy rice. estimated at 164,000 'tons.. 
Approxintatoly 4.79 h ien (coimty) health -bur'eaus each 
received about' 500 pounds of selected drugs and other 
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medical supplies.- Programs of -vaccination for the con­
trol of rinderpest protected 64,000 head of water 
buffalo. Farmers of ' Kwangsi Province were helped by 
provisidf of SI Work animals, and funds were made 
available for the pru.chase of 5,000 additional head. The 
beginning of a sound system for the multiplication -and 
distribution-of improved seeds-was inaugurated. 

Statistics are not an adequate guide to the 
accomplishments of JORR on the mainland, but at various 
times, the Commission's efforts affected-the lives of 
perhapse-72 million Chinese.' There is more than a grain 
of truth to the statement that, "Had this program been 
started in time, and implemented energetically, the -

recent history of China might'have been different."
 

15. 	 Obleotives and Policies 

It was during the brief, critical period on,-the ". 

mainland that the JCRR evolved its objectives and 
policies which still are: 

Objectives
 

(1) Improve the living conditions of rural people. 

(2) 	Increase crop and livestock production.
 

(3) 	 Develbp the potentiality of rural people for 
the rehabilitation of their own communities. 

(4) Support and strengthen. governmental agencies 
in their services to agriculture. 

(5) 	 Encourage and develop rural leadership. 

P.licies 

(1) -Theremust be a felt need'for JORR services
 
and activities on the part of farm pe'ple.
 

(2) There must be 'some sponsoring agency qualified
 
to utilize effectively JORR assistance.
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(3) 	 There'must be fair distribution of accrued 
benefits.. 

(74) 	 There must .e frequent field.inspections by
 
JCRR experts .
 

(5) 	 There shquld be demonstrations of. feasibiilVt? 
of any particular project or, activity follgw-­
ing which th6' project or activity must be
 
susceptible. of rapid and broad expansion. 

The evolution, o .these objectives and, policies on 
the iainland, the. recruitment of a,:ataff of outstandiing 
agriciltural-- experts and experien6 e with 160 projects 
laid-*the foundation for the work of thE JCRR on.Taiwan, 
and provided the basis for the progress which has been 
made on this islard. 

-

MSA/JCRR Coordination 

While the JORR is by legislative authority and 
mutual agreement an autonomous semi-indepeqdent 'organ­
ization, it functions as the agricultural arm o4 the'MSA
 
China Mission.- In the developnent of its program .ard 
the implementation of its projects, the JCRR acts within 
the framwork of policy. established by the Mission.' The 
JCRR progbam ard annual bud'git are' transmitted, to MSA/W 
for apprval through the, Chief of the China Mission. 
While both the ECA China' Missi6n'ard -thB JCRR were 
relatively-small organizations, 'problems of coordination 
were 	neither serious nor 'comjlex. With the rapid
 
expansion in the size ar sc6p& of the MSA China Mission, 
ard to' lesser' extent in the JCRR, coordination became 
more difficult':ard iportant.. 

In"recognition of the necessity for insuring the 
closest harmony in policy and-'working arrangements, a
 
number of important steps have been taken. The American 
,Commissioners attend the regular weekly staff-meeting of 
the MSA/CM arA either the Deputy Chief or the Special 
Assistaht 'to th:e -Chief of the China Mission attends the 

-_meetings of the Joint Commissioii Frequent conferences 
are- held.- by the ,merican Coamissioners with the Chief of 
Mission. ChieT6 of 'Divisiong of-'JCRR maintain close 
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liaison with appropriate opposite officers of the China 
Mission0 Much of the correspondence and all cables­
originating with the JORR are cleared by the Chief- of"' 
Mission. In .addition; JCRRlarticipates in.Ate 'regita 
staff teas held by-the Chief of Mission, and JCRR Com 
mis eis and specialists are rdpresented on joint
committees and participate in joint conferences and 
meetings held for specific purposes. As a, further 
measure, certain MSA .officers, such as the Controller 
and Public Health Officer, have been invited t6 serve as 
advisors to officers working in the same fields in the 
JORR organizatipn. The matter of coordination of*JCRR 
and MSA/CM is. given- continuing thought with a ri&w -to 
Complete hatmony.of policy and program,
 

In the matter of administration, JOR has established 
its own procedures which may differ in some detail from 
those.of MSA/CM-. While ehcouragihg the'closest of
 
informal working arrangements, matters requiring the 
official attention of the JCRR are forwarded through 
the Commission 8eoretariat. -The JCRR.maintains its own 
administrative office, persohnel section and .transporA 
tation system, 'but personnel actions and, support to its 
American staff are handled by the Mission. 

17. Areas of Overia 5'ing Interest' -

While JCR's, frterests aiid'activities relate 
primarily to the fi6ld of farming and rural life, MSA/CM 
has an over-riding concern in the broader economic 
recovery program. In two important fields there is a. 
tangible and definite community of interests and endeavor. 
These fields are health and fisheries. la .each, JCRR has 
had and continues to have substantial programs. However, 
in both cases, there has been evolved a single coordinated 
program in which the resources of both the MSA/CM and 
JCRR are joined.
 

In the field of health, JCRR undertakes to implement 
those aspects which relate most directly to rural areas, 
while MSA/CM emphasizes the program as it relates to 
urban areas; Similarly, in the case of fisheries, JCRR 
places its primary emphasis upon in-shore fisheries and 
fish farming, and fish culture, while MSA/CM emphasizes 

-1-9 ­

http:hatmony.of


off-shore and de@j sea fisheries," and. those types 'of 
projects which require substantia, financing including 
those relating to large shore installations and 
processiig plants. 

There is overlapping 'intelest also in the prd­
curenent; distribution and usd of commercial fertilizers. 
In this field, MSA/CM in 'codie6iation with the fertilize* 
specialists of JORR determine the fertilizer re4iirenents 
to be financed-by-MSA. Once the fertilizers have been 
landed in Taiwan, JCRR, thr6ugh -its Food ard Fertilizer 
'Division; mintains a cdatnuc-z field 'check 'of ferti­
lizer distribution and end release td farmers. 

Further areas of overlapping interest lie in the
 
work "of -the joint MSA/JCR Information Office and in 
the .MSA/JCRR Clinic. Both of these units are jointly
 
supported in'terms of both personnel and financing, and 
their setvides divided between the two supporting 
orgahiz ations.' '* 

Sp'ecial o'oorditiating devices including joift 
committees for integration and general supervision 
have been established, and as other fields of over­
lapping interests are developed, steps will, be taken 
to insure their closest coordination and fullest 
implementation. 

.... t.....r .. 
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SECTION V
 

CURRENT ACTIVITIES OF THE CHINA MISSION
 

This section il be-covered in the form of an 
il1ustrated leture given by the Chi)ef f 'the-rChina', 
Mission. the talk is organized inder the following 
heads:' 

18. The.fBasic Problem ­

19. Inventory 
V p ­

20. Expansiori of Outpt 
-- I 

21. Free Enterprise
 

-22. Econinc Stability
 

23. Social Stability 

24. Military Support 

25. Priorities.' 

26. The Pature 

* 	 These numbers continue tbe pequende:xof -headings. used 
in 'the written presentations. 

-C' - '
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SECTION VI 

MISSION ORGANIZATION, 

The organization of the Mission is a composite of 
experience on the mainland and in Fonnosa, and general 
principles slowly evolved over the ;kast .four years by 
MSA/W i the organisatipn of its-other Missibns.- The ­

result reflects an increasingly uniform Missi6n pattdrn. 

The- Office of the Chief includes the Chief of 
Mission, Deputy Chief, Special.Assistant and adminis­
trative and stenographic aids-. As ias mentigned in 
Section III, Roger D. Lapham was appointed Chief when 
the Mission was first established on the mainland. 
From the period August 1950 to No-ember:1951, Dr. Raymond 
T. Moyer filled the two-fold josition of JCRR Com­
missioner and Mission Chief. The present Chief is"Dr. 
Hubert G. Schenck, on leave from his position as Pro­
fessor of Geology at Stanford University and for six 
years prior to accepting this post, Chief of. the Natural 
Resources Section, General Headquarters; Supreme Com­
mander for the Allied.Powers, ir Japan. Dr. Schenck 
assumed office on November 12, 1951. . 

27. Administrative and technical Assistance Personnel 

At the outset it is helpful to recognize the 
difference between "Administrative" (DA) and "Technical 
Assistance" (TA). -DA-personnel are those attached to, . 
and a part' of, the official .Mission to ,China (MSA/CM). 
They are directly and completely responsible to the Chief 
of Mission, who in turn is responsible to MSA/W. 

TA personnel are distinctive at the outset in that -

they are paid out of program funds. Program funds are 
those amounts which are made available out of the 
appropriation -to accomplish specific projects or purposes 
in countries. Such funds include the cost of raw 
materials, machinery and other items of equipment. In 
addition, however, to these physical materials in the 
program, there is what is sometimes referred to as the 
"point 4" effort. This is the program which had its 
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inception in Presi.dent Truman t s inaugural address ,of. 
January'20, 1949,. In this speech the last of -four' 
points was.- concerned with making American technical. 
"RriowAhowt? available to underdevieloped territories of 
the.world in order to enable them-to -improve .their 
'stahdards of.living. In recent months, -an organization 
in the State'Department known as' the.Technical.Cooper-, 
atiori Administration (TCA) has taken over the.control of 
most "point 411 activity. 

The.:balance between emphasis 6n TCA and emphasis on
 
the physicaldimport' aspects, i.e. raw materials,
 
machin ery, t6. from one, recipient country.to another
 

-and,.fs 'y no means staticq. For -example, on June '30,'
1952, tigo countries (Indonesia and Burma) which.previous­
ly had been "Missions" under MSA/W were transferred to 
the TqA oifganization, reflecting the fact that the -major 
peat of that activity came under the TCA ' point 4.>. 
concept involving technical assistance rather than under 
the MSA concept of providing physical materials. Another 
difference is that in TCA countries no military as­
sistance advisory group is involVed.;- -Trr the'Far-East;

.TCA is responsible for the aid programs in Indonesia and 
Burma as stated, whereas MSA is the responsible agency 
in-Thailand, French Indo-China,, the Philippines and 
Formsaa.
 

However,, even though' a -recipient country is' under' 
MSA'lt is nevertheless true ,that a certain portion of the 
effort in .these areas is always in the ?point-I' echni-. 

-assistance
tel category.
 

Thus,' the Mission to China (Foor6ma)places an­
incrdasing .amount of. emphasis on the teAhnical assistance 
aspects-of this prdgram This te.chnical assistance is 
provided largely through TA personnel, -qnd the ,ost is 
not charged to the administrative budget on .which the pA 
personnel of the Mission proper is supported., but
 
instead is programmed.in the same manner, as the more
 
tangible types pf at& 

The. concept of the'position of the TA personnel has 
bejen gradually -evolving over ,the last year pr so. 
Theoretically, technical assistants -(i.e. special;Lsts in 
particular. fields), are employed only .at er the- reqeIs 
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of :th'e recipiet -count2ry and upon arrival Are assigned 
or ttached to spec{fic departments of th 'specific 
couintry as advisors to theii. In actiidi pra6tibe, however, 
in the past they have been in- effect administrative 
members of the Mis.sion to -Chiria under the direct authori­

'ty of the"China Mission. This situation iii Formdsa.has 
- beeh changing during the past -six-rofiths and is now 

approaching more and iore nearlythe!ideal. 

' For all administrative matters- con'deined with the 
-TA personnel, such as payroll, personnel- records and 
leave, the Mission is responsible. Refaetdng this fact, 
someintermediate tnd junior grade per's6nnel supporting 
these administrative matters are, attach6d '60 the Mission. 

- Other ihtermediate or junior -TA -persohnel may-be assigned 
to strifor Tk personnel and, therefore; work within, -

Chinese 6vernment organizations, ttihott 'tIng attached 
directly to the Chinese Government agenetei. ' 

28. Program 'R'eview Committee -

A-mechanism -is necessary to secure coordination of 
policy withiri.the Mission and to keep all apprpriate 
persons Informed concerning the establishment of new 
policy or change in old. A Program Review Committee, 
which -serves this function, operates under the chairman­
ship o- th-6 Deputy Chief, with the Chief of Mission ,an 

:ex-of'ficI6 member, and. includes as members dertain office 
-chiefs. - Oth1er Mission personnel attend'-me'etings, aslthe 
subject under discussion may require. In'this Com­
mittee basic policies of the Mission aae discussed and. 
proposed conclusions ad6pted.1 After approva by the " 
Chief -of Mission these become established Missiori policy 
positions. A,statement. of the policy concldbions ..id. 
the rbadons leading to the .adoption is disseminathd to 
all concerned.' 

The ultimate result of continued.operation of the 
Program Review Committee (PRC) will be a completely ­

indexed statement of Mission -policy in all ikaj6r - ' 
fields. "The ComnUittee has,- however, been functioing­
only, a short 'time atid hence. an ,attempt by PRO to solfe 
all pblioy problems immediateXLy would result ii unhreason­
able dblay in current activities or an exorbitant demand 
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on the time of Committee members. Accordingly, the 
current agenda of the PRO is limited to,a yelatively 
few subjects. When the number of items on its agenda 
exceed a reasonable minimum, the least basic subjects on 
the agenda are stricken from the agenda ard referred to 
appropriate officials for administrative decisions. 

29. The Secretariat. -

The secretariat of MSA/Chind was established 
December 23, 1952, -n the Office of the Chief of Mission. 
Thi Secretariat is headed by a Chief who reports direct­
ly to the 'DeputyChief of Mission and Chief of, Mission. 
The functions of the Secretariat are the expeditious 
handling of all incoming papers, cables, letters,, memo­
randa, and other materials addressed to the Mission or 
to the Chief or Deputy Chief of Mission as well as
 
materials emanating from the Chief-or Deputf Chi f -of 
Mission or 'bearing their signatures;-:the -servicing of 
the meetings of the "Staff Conference, the- Program Review 
oCommittee, aid such other Mission meetings as may require 

the' participation of then Chief or Deputy-Chief of Mission; 
the developerit, maintenance and supervision of the use 
of a policy file covering all current policy decisions 
applicable ta the Mission's objectives ani operations; 
the provision,- as needed by authorized officials, of 
information on current assignments ard, responsibilities 
within the Mission and info-mation on the activities 
of Chinese, or American or Sino-American groups or 
agencies with which the Mission has official connections 
or legitimate interest;.and,- such other duties as'may be 
assigned from time to time by the Chief of Mission or 
the Deputy Chief of Mission, The Chief of the Secreta­
riat will report and be responsible directly to the
 
Deputy Chief and Chief of Mission.
 

30. -Organization of Offices
 

In addition to the Program Review Conmittee ani the 
Secretariat there are a number of other offices whose 
relations to each other aid to the Mission as a whole 
should need no explanation. The relation of these 
several offices is indicated in Figure 1 following. 

- 25 ­



-Brief descriptions of the functions of each of the 
above offices are, available in Ekecutive Orders for
 
those who wish more details.
 

Technical assistance experts referred. to.-oh pages
 
2213 are often assigned to wrk dircotly with Chinese
 
offices. Most of these persons are grouped, for purposes
 
of advisemeit, in a single .office, the Office of Indus-try.
 
arl Natural Resources. This office chief insures that1
 
the 'Mission is kept inforimed of the activities, contacts 
and advice of the TA experts arr also that they then­
selves are kept informed of the Mission's :policy,- acti­
'viTies ard decisions relevant to their particular 
fieilds. 

31. Other Parts of -the Mission 

-In Section IV, the' story' of JORR ad a few of its 
accoiplishnients werd set forth-. From this it' should be 
clear why MSA/CM does'not-have with the Mission a'food 
ard agriculture "office as in'most Mutual Security Agency 
missions. 

An-explanaiion of the J. 0G. White Engineering'Corpo­
ration is given in Secticn IX 6f this Manual. -At-this 
point we need note, theref6re, only that the J. ,G. White 
'engLneers constitute, in effect, a groap of TA experts 
under contract with the Chinese 'government but financed 
by MSA ard co ordinated vi th the Indus try Off ice of the 
Missioh through the-Joint Committee on Industrial 
Reconstruction' ard Replacement (JCIRR) . (See page 53). 
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SECTION 'VI -

ORGANIZATION OF JCR--- . 

32, The Pattern of .organi shion 	 : 

Under -the terms of th .-Sino-American Bilateral. 
Agreenent ,and rel-ated Meifiorandua f-,Uiderstanding. 
between the Join- Commission on- Rurl Reconstriwl Ti and 
ECA (MSA). Joint :comiseion -3China 'Mission, :the -- Xi-
authorized to estabiish its own organirtional pattern 
and administrativ<' p)rocedures.. : 

The organization of the JCRR is simple _nd-.of the ­

typical pyramidal form. It consists of two levels. and 
includes the Joint-Coommission-and Commission.Secretariat, 
three administrative -slipport offices.and -nine.-program . 
divisions as follows:. 

1. 	 The Joint Commission, including the Commission 
Secretariat 

2. 	 Operational, Offices: 

(1) 	 Office of Administration 

(2) 	 Office of the Controller 

(3) 	Office of Information 

3. 	 Program Divisions (in-order of establishment) 

(1) 	 Plant Industry Division 

(2) 	 Irrigation and Engineering -Division 

(3) 	 Land Reform Division 

(4) 	 Rural Health Division 

(5) 	 Farmers' Organization Division 

(6) 	 Food and Fertilizer Division 
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(7) Animtl Industry Division 

(8) Rural Economics Division 

(9) Forestry Division 

The organization and functions of the Joint Com­
mission have been described in previpus sections. The 
Commission Secretariat, which in6ludes:-th6 Secretary-
General, the Secretary to the Joint Commission and re­
lated cleridly-..secretariaL hiaadministrative personnel, 
proVdesJdr±eotadninistrative support to the Joint 
Commission-and assists ,ihnhe implementatid't of .its 
policies :and programtdecisions. The functions and 
responsibilities of the administrative 'offides and* 
program dikisions are, in general, indicated ltyrtheir­
title or designation.. 

:C-The. attached diagram (Figure 2) indicatesthe 
organization and internal relationships of the ORL-. 
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SECTION VIII 

ORGANIZATION OF CHINESE NATIONAL AND PROVINCIAL GOVERNMENTS 

33. The National Government 

The Chinese Government has been a one-party 
government since 1927. After over twenty years of this 

* 	 one-party rule, for the first time in Chinese history, 
the Chinese people in 1948 elected Representatives to the 
National. Assembly. This Natichib Ascombly which meets 
'only once in.six years to select the President, elected 
Generalissimo Chiang Kai-shek to thatoffice and chose 
General Li Tsung-jen as his Vice-President. 

Since 1927, there have been five Yuans (departments) 
under the Nationalist Government of ihich one, the 
Executive Yuan, whose chief is the Premier, is the most 
important. The Judicial Yuan, comparable' to the U.AS. 
Supreme Court, and the Legislative Yuan, comparable to 
the U.S. Congress, are government departments found in 
any democratic country. However, the Control Yuan which 
has searching powers of supervision over government 
officials, and .the Examination Yuan which, is responsi­
ble for the selection of these officials, have functions 
not closely matched-by any U.S. governmental division.
 
Under the Chinese emperors, the departments of control
 
and examination possessed great powers and were among
 
the most important of government agencies.
 

There are eight Ministries and two Commissions in
 
the Executive Yuan, the head of each being of cabinet
 

* 	 rank. Before 1949 the number of Ministries was larger,
 
but ,when the Government moved from Nanking to Taiwan,
 
it was seen that the needs of this small island did not
 

- justify so many government agencies. The resulting 
re-organization produced the present system. Relations 
betwben the various governmental divisions are shown in 
Figure 3. 
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The Provincial Government
 

When the Chinese took over Taiwan in 1945, Governor
 
Chen Yi followed the Japanese pattern of highly central­
ized control in setting up the new provincial government.
 
Although Governor Chen, himself, proved a despotic 
administrator and fled the country (See -age 3) the 
governmental pattern he established has been continued. 
It differs from provincial governments previously 
conducted by the Nationalist government partly in the 
size of the administrative unit (Taiwan is about 240 miles 
long and has an area of nearly 14,000 square miles), but 
chiefly in the large number of business enterprises
 
directly operated by the government.0 The present head
 
of th provincial government is Governor K. C. Wu,
 
Princeton-trained, and famed as the reform mayor of tin 
mainland cities of Shanghai, Chungking and Hankow. 

The departments of th provincial governmezt and the 
numerous government run business are diagrammed in Figure 4. 

35. The Kuomintang (China Nationalist Party) 

Founded by Dr. Sun Yat Sen, father of the Republic 
of China, the Kuomintang has been tin ruling party of
 
modern China since 1911. It was thn party in power 
during all the period of the wars and the years there­
after (Section I). We have seen (page 33) how the 
members of t-B National Assembly who were elected for th 
first time in 1948 selected the Chinese President. A 
Presidenb had thus been selected in accordance with the 
provisions of a new constitution. Democratic forms had 
been followed in form although the one-party system had 
in no sense been weakened. The connection between the 
party and the government is indeed close since President 

- Chiang is Director-General of the Kuomintang and Premier
 
Chen Cheng is the top member of the Central Reform
 
Committee.
 

The Central Reform Committee is one of two committees,
the other being the Central Advisory Committee, which play a 
big role in the functioning of the Kuomintang as a -party. It so 
happens that in 1950 Generalissimo Chiang appointed the 
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members of botfi'the Certal Reform Committee and of the 
Central Advisory Committee. Since the Central Reform 
Committee itself is charged by the Constitution with the 
responsibility fbr selecting the Director-General, a 
constitutional principle evidently had been violated,. 
even although the emergency made' the step neceshary. 
Therefore on October 10, 1952 a meeting of the National 
Assembly changed this method of selection and themselves 
chose both of the Central Cbmittees as well as the
 
Party Director General. With this return to consti­
tutional procedures, the Central Executive Committee was 
restored to its place of primacy and the Reform Com­
mittee was allowed to go out of existance. 

36. The Economic Stabilization Boardl
 

Purpose and 'Composition 

The Board is the agency to which general problEns 
involving Formosan economy ahd the relations to it of 
U.S. aid are brought for review, discussion, anid
 
decision. 

The co-convenors of the Board are K. C. Wh, 
Provincial Governor and Minister without Portfolio, 
and 0. K. Yen, Minister of Finance, National Government. 
In addition to these two at the time of'writing, 
menbership on the Board was held by eigt other Chinese 
officials occupging the follodng posts: D&puty Chairman 
of the Taiwan Production Board and General Manager of the 
Central Trust of China, Commissioner of Finance 
(Provincial Government), Chairman of' the Boards of 
Directors of the Bank of Taiwan and Central Bank of China, 
Deputr Secretary-General of Cusa, Minister of Communi­
dations and Minister of Economic Affairs (both from the 
National Government), one of the JCRR Commissioners, 
arrT a representative of the Ministry of National Defense. 

1 	 For a more complete discussion of the work of this 
Board see: Chien, C.T. "Organization ard Functions 
of the Economic Stabilization Board"; Chinese-
American Ecoihomic Cooperation.- Vol. 1, No. 7, 
p 1-25, 1952' (July) 
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At Board meetings U.S. Government .representatives 
attend as observers; Those typically in attendance are 
the Mission Chief an- Deputy Chief, MSA; Economic 
Adviser, MSA, Budget Adviser, MSA; Chief, MAAG; Charge 
d'Affaires ad interim, American Embassy. If one of the 
above U.S. representatives is unable to attend, he is 
represented by a designee. 'When specific questions are 
considered requiritig'knowledge possessed'by other 
United States representatives, they are invited for the 
occasion,. 

Method.. of Operation ' -

At the bi-weekly meetinhg, re commendationsa of sub­
conmittees or other working groups ordinarily are the 
chief items of business. New problems may also be 
iritroduced. The Board may accept recommendations of its 
sub-committees or reject them. It may refer problems 
for re-consideration or for consideration by another of 
its sub-committees than the one reporting. Actions 
taken by the' Board pass to the Executive Yuan for con­
currence and implementation. 

The ESB has the following committees which ­

typically consider problems within their scopes ani 
make recommendations to the Board: 

1. 	Committee A (Currency and -Trade)
 

2. 	Committee B (Coordination of Economic and
 
Military Aid)
 

3. 	 Committee C (Prices ard Wages) 

There are also a 'number of working groups, the . 

more active of hich are 'the followirg: 

1. 	 Budget ani' Taxation 
------------ -- *
 

-72T.FbodPEolicy, ai Ration
 

3. 	 Fisheries . 

4. 	 Defense Mi1litary Pro jects undeIj . 'S. Aid­



Governor K. C. WuMinister C. K. Ten 
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of the meetings of the ESB since 

its inception. 

Mr. O..K. Yui, Governor-General 

of the Central Bank of China, inter­

nationally renowned as one of China's 

elder financial statesmen, is a key 

member of the ESB. 
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5. 	 Taxation Inquiry -

6. 	 Foreign Exchange .Reluirementa 

7. 	 Import Procedure 

Less active working groups from time to time 
consider such problems as the Taiwan Sugar Corporation 
activities', public enterprises, coordination of 
agriculture with industry, sales of governmentowned. 
enterprises to private purchasers, land and land reform, 
countenpart funds and counterpart fund budget, note 
issue, bank loan policy, and rice stockpile. 

Mission representatives and, when appropriate,
MAAG representatives, sit with nearly all of the 'above 
committees and working groups. While their roles are 
officially those of observers, in. practice they enter 
into discussion freely and-their opinions are given full 
weight in committee deliberations. 

Functions 	 -

Functionally, the ESB exists to give- Vorking effect 
to the bilateral agreement between the United States of-
America and the Republic of China. More particularly, 
the ESB discusses, and recommends: 

1. 	Measures necessary.to.ensure efficient-'and 
Lpractical use of eooioiic resources including 
both those of the Chinese Government and those 
available through U.S. Aid.,
 

2. 	 The development of. industrial and agricultural 
production. 

3. 	 The maintenance of financial, monetary, 
budgetary, and administrative measures ­
necessary for stable economic"conditions and 
promotion and marketing of goods for domestic. 
consumption and export.­

4. 	 The promotion- of international, tride. 
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5. 	 The management of Chinese, foreign, exchange 
resources in relation to U.'8, aid. 

6. 	 Mechanics for'itiStion and pricing of U.*S. 
aid commodities. 

7. 	 The collection of sales proceeds to enable 
payment into thg ttcounterpart fund." 

The budgeting'of counterpart funds as provided. 
-br-tArticleV of the agreement. 

37. 	 Council for United.States AidI 

Organizatiori 

Th1e Counil fofi Uiited. States Aid (CUSA) is an­
integral part' of te 'executive branch of the Chinese 
Governhient, since itsChairman'is the Preiier ei-officio, 
and all of its members are' appointed'by the Executive 
Yuan. The Council was officially established on July-1, 
1948, by order of the Executive Yuan, to carry into­
effect the Bilateral Agreement (See page 9) between the 
Governments of the United States and the Republic of 
China, and'to integrate U.S. Economic Aid into the 
ec.onomik and' financial programs of the Government. In 
order to carry out this assignment, the scope of duties 
of the Council was defined and promulgated by the 
Executive Yuan in June 1948, as follows: 

(a) 	 Programmiiig and screening of all U.S.. 
economic aid projects. 

=(b) -Procitremert, iceiving, storage,.and. 
allocation of U.S. aid commodities. 

(c) 	 Collection, tus.tody and iutilizatt6n of sales 
proc.eds of aid commoditied. -

For 	another discussion of this organization see Wong,
Martin. IrCUSA's Activities." Ohinese-American. oonoin­
ooperjon. vol., p 47-'42, 1952 ('Feb) 
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(d) 	 Reports, compilation of, statistics, infor­
mation and supervision of aid pxojects. 

(e) 	 Coordination and .liaison'with MSA Mission to 
: China. 

(f) 	 Other matters pertinent. to U.OS. ecoriomic aid. 

L It 	 is therefore necessary-for CUSA, iK-proIgraming-
Tor U.S . ecoriomi aid'.to study--and consider The 
requirements b'i the- entire economy before recommenang 
the program 'tb the Mutual Security- Agency for' ajbproval 
through its Mission. to China. In all such. inatters, the 
Council does hot decide on policy, n6r does it actually 
handle the procurement and distribution of aid supplies. 
Decisions on policy are made by the various Chinese-
Government comittees and boards, at-meeings-'in which 
CUSA is representdd and. MSA Mission ob'servers .re.­
usuaally preseit'. The' Council acts as' a liaison and 
coordinating -agendy etween-the various government­
organizations -and the MSA Mission, and assists in 
planning and presenting full justifications for the aid 
requested ty these organizations.. 

The Couno:J is' currently composed of thirt en 
members.' 'These 'inclixde the Premier who'i' Chaiman. 
The two Vioe--Chairmen are -the Minister of Finance and ­

the Special: Assistant to~theChinese mbassador to 
Washington. The remaiiing ten members include four 
Ministers: Foreign.Affairs, IEconomo--Affairs, Communi­
cations, and National Defense. Other members are the. 
Provincial Govrnorj' the Governor.-of the Cetral Bank 
of China, the Ekeentive Secettary of the Ednanic 
Stabilization Bda'd, the S.eoretary2 General and Deputy"
Seoretary-General of CUSA, and the Chairman of 'the 
Chinese Technic Mfisiah to Washington0 o -

The Secretar y-General and Deputy Sdcretary--
General are the chief -executives of the Council." The ­

divisions, each of which. is headed by' a Chin-ese- chief,; 
are-


General Affairs Division
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Technical Division 
Finhce: & Accountig Division 
Supply Division -: ' 

The staff compise's about sixcby person's'at the'present 
time. 

Activities of Each Division 

The General: Affairs Division haridjies all incoming 
and outgoing documerts of the&CounciJ, p'repates reports, 
engages ,personnel, arranges conferencels and performs 

many other service functiohs. -It also acts as liaison 
withMSA/CM, 2JilR and J.' G. White Englneering CorjioA­
ration in matters ooncernirng administration. 

Th& Technical Division assists": in the programming 
and revtiew of industrial dhd military -ptjecots. It 
also has a iaisor fujictioi and deals with' matters' 
relating to the J. Q. Nlifte Engineerng Corporation­
and the Joint. Committee of Tndustrial"'Reconstruction 
and Replacement. -

The Finance and Accontinig Division perfoma the, 
many functions -that would be expected of such an office. 
One of its importani functions' is that of'the collection 
of sales proceedand the allocation -of cotinterpaft funds, 
and in pursuance of another 'of its functions, the' 
auditing of tj'ects which use counterpart firids. 

The Supply Divisionrmks in close coordination' 
with the Program Office of MSA/CM aid also acts -as 
liaison between the various goveriment agenicied and 
the Mission, .This Division is primarilk concerned 
with the programming and distribuiion' f U.'S. aid. 
Thus it prepares the official requests for commodities 
(the well known Firm Rejuests or FRs), dezrignates 
procurement agents, arranges for import certificates,
 
handles the .shipping of aid supplies (oicethey are 
in,, Taiwan) 'and prices and allocates them. This 
Division also surveys the genieral trend of commodity 
prices on the market so as to adjust the programming
accordingy. I 
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Counterpart Funds 

Counterpart funds are developed in this manner. Let us 
suppose that the-T-bI has -provided certain commodities needed 
in the Formosan economy. These, are sodby thle Chiuiese 
government- to--the conaumers. Uhier the provisions of the' 
Economic Agreement-,between the tw cointresr the Cliiee . 
government makes payment in New Taiwan dollars. But this -

Taiwan currency.isrnot turned over to the United States". 
Instead, it is= placed in a -specalfuiid callWd the Special 
Account subject to-withdrawal control by both- Chinese Governimw 
ment and T.,.S;.Gqvernment,,- The money in this Apco-unt is -the' 
counterpart- -fund,and -is utilige1 to further jroduction, main'­
tain economic stability, rehailitat..itaery and stretgthen. 
defenses. In.,planning, for any prpject," both T.S.' dollars *and 
counterpart costs must be considered. thus, the'U.S.-m'dney 
originally spent for commodities has.a double impact: -th& 
first, through.the- effect-,of the, commodities themselves ih 
promoting better -living and keeping prices in control; the 
second, through the generation of counterpart funds whic 7are 
used to advance-the U.S. aid program.- -­

-* 

38. Public Enterprises on Taiwan­

*The tern public enterprises is generally applied to those 
orgarlimations of a commercial,- banking,- or"productive nature 

:which are: either wholly or partially owned by the government. 
Others ofthis-group-could be characterized4public service 

&agencies. There are 2 of these organizations of which 38 
were formed from Japanese private and public assets. Title 
to the latter was transferred at the end of the war to.'thb 
Chineue Government. The other 14 enterprises include- six ­
mo'ved from the mainland and eight which are entirely -new-.­

-During the war the former Japanese enterprises suffered . 
heavy damage. Many plants were destroyed, railroad communi­
cations were in a state of collapse and electric power 
production had been ftore than cut in half. With the-sur -e 
render of, the Japanese, both the repatriation of Japanese ­
-managers and .technicians, and the transfer of sovereigilty 
operated to cause serious disorganization. Machinery was 
not maintained; buildings, roads, railroads and telecommuni­
cations rapidly deteriorated; and the economy approached­
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.a state of total collapse. To save the situatioi . . 
:Chinese engineers .of..the recently abolished (Sept. 1, 
1952) National Resource, C.6mistion (NRC3 wer'sent to 
Taiwan. . After -making- a survey they reorganized the 
enterprises and-7established..a policy -of combined 
produnction and rehablUtatioh. . -This - as hiplemented 
by-making'each plant troduce to the limits of its 
remaining- machinery and by .powing back'all profits 
into reconstruction. -Lack of funds&for rehabilitation", 

--_"oans made this technique,. mandatry. t was successfil. 
,and was -lArgely responsible for re-,establishing 
industrial production.-on lTaiwpn he early years 
after the -war. -r * - - . . 

-On May l946 thell largesteriterpriises then 
supervised- by the.,National Resquzioe_Coirimissioii were 
evaluated at about -70 millioi US dollars', while' In 
1949 they-were re-evaluated. at over 249 million. -The 
following table further illustrates the 'success of te ­
reconstruction effort, primarily effected byuisaing the 
enterprises? own profits: 

Selected Production on Taiwan (1) 

1944 I9 .1946 19 1 1949 1950 

Power- -,000 ,O00 - 1, 053 - t452 71 4577 584371,044 
t44Klow 

Coal 1- 00 (MT)- 1,914 795 1,053 1,325 1,29 1,614 1,404 
M aL4, s-.. .........
 

Metric ton . - --

Aluninium' . Metric ton (MT)7,99o 592 - ­ 2,509 1,312< 1,761 
Cement 
(all kinds 

-1,000 
gross) 

(MT) - 303.4 78.6 97.3 192.6 2356 291.2 
. 

332 

Fertilizer NMric to ,807 1j059 .,S43 17,20S 38,330 45,840 58,675 
Caustic Soda . V - 71 4,A9 L0o '95- 5,288 4,778 4;279 3,123 
Machinery 

- - - H H 
5 565. ,788 _2,# g,337 4,190 

Sugar : o 34' 86 31 - 262 3681 612 

- ~--I ­(1) Data from. C/M Industry .DAifii 
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Although agricultural production is the most 
important economic activity on Taiwan, thepublic 
enterprises-'are' predoiinant in the; indihgtrial - com­
mercial- Dector.-" Iln 19$2 the -registered capital worth 
of the public enterprises was 'alii6itt wo UJllion New 
Taiwan Dollars, while that of private firms was only 
a little' more 'thanL one 'lion.' ' Thus the' capital" 
worth of the publEeit'rkrises aggregated.,62% ot.the. 
total.- Although dgist6red bapital worth on'Taiwan 
is not conipletely satisfa.ofory- as' sameasui of the 
real valie of enterprises-'th'-above.figures _re a 
rough guide-'to' bhe -relativ6niportaice of put Lca--ly_-­
owned versts' piivately owihed 'enterprises. 

Not only are more fuhds i&eqst'd in publicaly 
owned -enterprises thin iii' ffivate, but the prodiuctsC o 
the, public'cnterprises ar& of 'greater importanoeLto
Taiwan2s ecohblf.- Piblic enterprises"produce.4, the 
eleotiic powe%,-alibtnin ee s fertiider and 
tobacco products, most pape'r 'anid pudp;-'and process 
aflmst'1'the - s a(which- earnsc abd0kt%0%,- of. the 
fore'± n'exchange Trorn e'pts) . These organisations",.. 
transport-, everythhi4' thlit;Aoves on rails. They qary, 
about -6'out', of eve ry IC 'pe6ple taveling: by bus, and 
load atd-.nl2'ad all'buj infltaryitsea cargoeo. Thef 
carryion most oftthe banki'ng 6peKatIbns, buy sabdse;h 

­

food'fertili{e aiiaW 6i5'A'ndt'age nferiIe, fir-L- in 
and life iniar&n6 operat-ions. Eve telephone cals. 
andttelegrams -st -thavel-over wires a &3 ent 
wholly 'oliFfd'tby the publA"eriferprises. The profe 
and effictdntfuictioning of hse organizations ' 
absolutely essential. to a healthy rexpnding econoa&y
th 'Taiwan. 

As shown in.detail on the attached Schedule "A"', 
government ownership is divided between the National 
and Provincial Governments. Some of the 'government 
stock is wholly owned by the National Government, 
some wholly owned by the Provincidl Government and 
some jointly owned by both. The Jointly owned enter­
prises are supervised by the National Goverrment t s 
Ministry of Economic Affairs. The other enterprises 
are supervised by various National or Provincial 
Government units, depending on which government owns. 
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the stock. - Theses.upervisory agencies appoint the 
personnf6'who 'direct -thd enterprises'and maintain 
general cotrol-over operations. 

Of the52 public--enterplioes; 31 have-boatds of 
directors; two have comittees,'and niheteen are 
directly 'administered units pf the government. . Origi-' 
nally those' with;boards of directors,'were designed to 
be semi.aritonomous- and non-political.' It was felt that' 
in this way theywou ld operate more efficiezitly and 
provide a larger.,profit return to the National and 
Provincial Governments. In reality,-sih'oe' in all 
cases eiept bne.(Changhwa.Coimmercial Bank) the 
governmnts.own-a dcided majority of stodk aid­
appoint most members, of the boards, 'there canbe little 
real aitonomy resultng. from'this orgahisation. - All 
other public enterprises including 'hos'e organized With 
committees have -no. claim. 6 autononly, beinfg directly 
supervised by units of either the Nationa or Provincial 
Gov6rninent&,- .Efficient opqration bf these enterprises,­
is 6f such overwhelming, 4mpprtance that the' Mission hasp 
progreamled a public- 4dinistration survey team to cofe 
to Taiwan. -This.team-made up sof three accountants and­
two organizatiopal speciajList -will exaniin& both the ­
orgkization and-the fiscal opefations of the enter-: 
prises.v Particular attention:i1n be phid't6' 
realistic cost accounting and the eht'rptitesf organi, 
Zational relation to- the government. 'As a result of ­
this teant'b activities, significint opbrational . ­
improvefients are expected in 1953.' 

1.' 
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Schedule "A"
 

Of anisatiort of Publio Entberpis'f
 

. .-< - - --- Prepared- by-V- -C. engj Finance &.Trade fQlig- -


Public Corporation 
or . 

Enterprise -

National, Government Owned: 

Supervised by Ministry of Communication 
China Merchant.Steta Navigation Co.- .(1)(2) 
Taiwan Telecommunications ,Adm. 
Taiwan Postal Administration 

Supervised by Ministry of Economic Affairs(3) 
Taiwan-Salt Works 
Taiwan'rFishdries Rehabilitation Adm. 
China Petroleum Corp. - - -

Taiwan Aluminuin. Plant -

Taiwan Gold & Copper Mining. Administration 
Ta 'wani Steel Works 
Siri-'Chu Coal Mining Administration 
-China Texbile De-elopment Corp. 
Biveau of Mech. & Engineering' Service 
Taiwan Agricultural & Chemical Works 

Supervised by Ministryyof Finance -

Central Trust'of China,' 
Central Bank- f China- . - : 
Bank of China ' -
Bank of Communications -

Provincial Govit- Owned,& Supervised 

Rated 

Capital 


(1000 NT$) 

199,223 
54, 000 
63,000 

,5,000 

60, Coo 
16, 014 
10,000 

6,030 
2,268 
6,000­
4,-819
 

14,355 

-18,00 

.50, 000 
- lp;Q00. 
128,000
 

Industrial &-Miiing Coip. :35j000 
Agriculture & Forestry. Deirelopment Corp. - -

Tobacco & Win6 Monop6lytBureau. 
Forestry Administration -. *. .. 

CamphorBureau - ti. -
Kaohsiung ANiacdhiuit *Sulfate Plant 
Agricultural Processing Factory 
Provincial Government Printing Works 
Taiwan Steam .Navigption7 -o. :--3000 
Taiwait Railway Administration 
Taiwan Highway Administration : 

Taian Travel Service -
Keelung Harbor Bureau 

Kaohsiung Harbor Bureau 
Taiwan Supply Bureau. 
Taiwan Coal Control Commission 


-2200 

-20,000
 

29;000-.. 
o­
, 0 5­
614 
229 

45)97
 
4,002 

3000­
13,823
 
1600
 

600
 

Ownership'-

Government Privater 


% 

99.00 
100. 000 
100.00 

1QS0.0&0

-1o0:oo, 
2.00.00
 
100.00. 
100.0 
100.00.. 
100.00,100.00.
 
loo. .
100.00 

*.100. 00 
100.0 0 

66.67 
.,87.96. 

.- 85..24 
:98.1.
 
100.00. 
100. QQr 
100..0Q 

-1200.00 

100.00 
lQO. 004,
1.00.00.
 
1Q0.LQOJ Oo-,..00: 

-1000-. 
100.00 
100.00 
94.65 

1 00 

-, 

-

333%--, 
- 12,ok 

Total:­
tFPersonnel 

. . 

3,355
2, 3 5 

2,7. 

81,997 

744 
161t 

246 
- 322 

94 

1 6 24314 
-. 30~. 13,007 

7,916 

52,499 

872 
-531 

88 
237 

3; 599 
226 ­

1,619 
'889
 

67,5 
392 ­5.35 
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(continued) 
Public Corporation. . Rated Ownership 

or -...-- -: Capiffl .1 Gatanent Private Total 

Enterprise (000 NT$) % % Personnel 

Shing-Sheng Pao (Daily News) 2,000 88.22 11.78 507
 
Taiwan Book -Store --- -- - 53-. .2,- - . 60
100.00 
Bank, pf Taiwan 5,000 1000 : '- 1,,823 
Taiwd Land Bank 2,000 1,00.00 - 484 
TAiwan Cooperative Bank 500 60.00 40.00 529 
Huanan Commercial Bank 53278-----47.20-892-
First Commercial Bank 2,560 66.6 33.40-* 966 
Changhwa Commercial Bank 2,400 47 ..... 52.90- 940 
Joint Savings Corporation 250- 91.0 9.00 303 
Life--Insurance Corp. -1500. 100 94-
Fire' & Marine Insurance Corp. 1,500 iO.00 -. 17.- . . 

Joint Nattl & Prov'l Gov't Ownership
 

.--------Superitised by Ministry of Economic Affair s (3) 
Taiwah Sugar Corporation 60C,000 . 96.1. - 3.29 22,423 
Tai-an Power Co.- 250 P000 90276 -9.24,_ 4,937. 
Taiwan Paper & Pulp Corp. 36 ,000 73.37 ?6-63,. 38 
Taiwh Cement Corp. 25,000 . -91.34 8.66, 3249 
Taiian Fertilizer Corp. . - 16,000 96.03 3097 3,251 
Taiwan Alkali Corp. ,000 . - 1 00 - . - 1,.515. 
Taiwan Machinery Manufacturing Corp. ,000 6Z.-18 _37.82.' 1,438 
Taidan Shipbuilding Corp. -- 2 ,000 9.9155 8.45 1, 572 

(1) 	 All companies, corporations, banks, the Central Trust of China, the Taiwan 
Fisheries Rehabilitation Administration, the Taiwan Travel -Service and the 
Slfin-Sheng Pao- Daily News have boards of directors whiboh- inr turrrappoint -general 
managers. The Taiwan Salt Works is controlled by a Readjustment Committee, and­
the Provincial Government Printing Works by a Directory Committee. All others 
have managers or' directors appointed :by their supervising agency.. . . 

(2) 	 The China Merchants Steam Navigation Co., the, Central Tiust ,of China, the Central 
Bank of China, the Bank of China, the BafiR'oT Cofftnuications -and' the Chiia 
Tentile Development Corp. have all moved from the mainland with their assets. 
Tie Taiwan Fisheries Rehabilitation Administration, the Taiwan Steel. Works, the 
Sin-dhu Coal Mining Administration, the Bureau of Mechanical & Engineering Setvice, 
the. Taiwan Agricultural & Chemical Works, the Kaohsiung Anmonium Sulf ate Plant, 
Uhe Agricultural Processing Factory and the Taiwan Supply Bureau are all new 
{hvestments. All other enterprises are former Japanese -assets rehabilitated and' 
re-organised by the Chinese; . 

(3) 	 Oiiginally the--Ministry of Economic Affairs directly supervised the. Salt Woi'k and 
Fisneries Rehabilitation Administration only. The other enterprises undr. this 
category were directly supervised by the National Resources. Cominission which was 
n6minally under this ministry. To streamline administration the -NR.C. was abolish­
ed and its functions transferred on'September 1, 1,952. 
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39. 	 JCRR-as'a Unit 6f the Chinese Government 

Becaus6 of' its unisul -lealstatus arid..bi--national 
character, there are a number of fabctors whioh complicate 
the clear and definite relationship of the JORR,- either 
to the National Government of the Republic of- China or 
to the Government of the United States. Within the 
Government of China,' the Joint Commission on Rural­
Recontricti-o may be considered as a separate and­
distinct instrument of the txecutive'Yuan of the 
National Governient. T on side,Ih theory, the Chinese 
the' JCRR reports to the Executive Yuan and is under -its 
gpnetal direction and control. In a similar manner 
on the American side, the JCRR is an instrment of the 
Mutual Security Agency and is- under .its general 
direction and conttol. 

40, 	 The Joint Committee' on Industrial Reconstruction and 
Rei1alcement 

The. key.' agency in the rehabilitation of Taiwan 
industry with U.S. aid has been the Joint. Committee for 
Industrial Reconstruction and Replacement _(JOIRR) 
With the resioration of local ifidustry to approximately 
the pre-war level, the JCIRR is now turning its 
attention and energies to-the industrial development of 
Taiwan with a view to achievring--a -self-supporting -

economy which will be capable of providing the military 
and civilian sectors with tiheir minimum requirements. 

The' JOIRR was first established inNanking on July 
13, 1948, a few -days after the creation of.CUSA. 'It 
is a committee composed 'of the top Chinese and MSA ­

officials directly concerned with industry. At present 
the American members are the Deputy Chief of Mission, 
the Special Assistant, and the Acting Industry Officer. 
Their Chinese coinfertparts are the Minister of Economic 
Affairs, the Commissioner of the Department of Com- ­
munications, the Deputy Chairman of the,Taiwan Pro ­

duction Board, and the DeputySecretary-Generl,of CUSA. 
Representatives of the J. G. White Engineering Corpo­
ration are in attendance at regular meetings. 
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u 
and act upon all those matters relating to.U.S. aid, 

The primaryflci0~iig f-kthe-±JOIRRuis- Eo- consider 

boti- US. aid -1T Do idihich -affect -'aiwan 
-irid1Istti'l beco§ii'rctin an devel8pnent.- To 
imkptemeni this' resporsibility,- it .establshes :guiding' 
poli& '9oY industrial gro h -and- the optin use of 
U.S: 	raid d dirdcsthe ativities of the J. G.. White 
Engin ig-Co atin. 'Y orks in' blos-e-cooperaon 
with iele#fht' industial arid iconomic-agencies aof.he-
Chines# Gbvernm'eit. "especialy the -Ministry of ,Economic 
Afftaits d:thr T wAv6n Productibn. Board,. the Chinese 

-gariCiew iespotsible £o- oirrall industrial .policy. As 
in the JCRR, _debfions of' the ddiRR are :by, unanimous 
agiement r'lW&mdiibeI s, iot bym.rajorityvote. : 

In September 1952, a small group, of top Chinese 
and American personnel discussed the establishment of -

a fapoposed4i:-'odmmMitt7 ethe--inistriafe-
According to tentative plans, this committee whichfaf 
be designated by some ,title such as the Cmmittee -on -

Induft-td1 &trelo8nment, wil consist of -a $11--time -

Chinese sta'f. 'fie C6mmftee woi2ld.not be lidentified. 
with any Vgovernment bureau bit -would make its. recom­
nmendiatbri"in -the indiibr'iWL- ffeld ;directly ,to, the.. 
Cabinet for obsid.eration-. 

-- --	 -I- j - ­

1. 	 The ChifesTedhnical Mission ­

For'-tlie'pdrpose o6 facijitating the programming 
and screening of U.S. aid projects, the.,Chinese 
Goidrnafent'in'Tanutar I,4-7'eiprbssed its rdesire.tot 
dispatch a Techia,' Mfis-sion:to the ates,, zUnited, 
Upon receitfiig'the conctrrence, of the United Stateg-<'j r 

G6vernment, th6' Mision 'was set up Washingtonsin 
April'1948. - . 

- L*. -The'activities of the Mission which are under
 
CUSA suiper-fisidn,. iclude: . ..- 's
 

- (1)' - T6 act Tsw laison betwei CUS and the MS 
in-Wshnotbn' ­, 

(2)' 	 To assist in the procurement and shipment of 
aid supplies to Taiwan. 
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(3) 	 To countersign all procurement authorization 
on behalf of the Government. 

(4) 	 To represent CUSA, and on behalf of the 
Chinese Government, to recruit the services 
of certain U.S_. technicians rand to negotiate, 

-draft, ana sign service contracts. 

(5 	 To report,to the .Ohinese 'gov'ernment on the 
current policies and developments f' U.'S. aid 
programs, as well, as to; inform ihe U.'S. 
Government and the general piblic on the' 
progress of U.S. aid in China. 

The Mission is at present. composed of a Chairman, 
a Secretary-General, three members, together with five 
assistants. The present Chairman is14r. P. H., Ho and 
theSecreAr -General is Dr. lee Ken. 

-'C.:; 
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. .. SECT-ION . Ix 

J. G. WHITE ENGINEERING CORPORATION 

142. 0oncept of Employment, of Private Engineering Firm 

U.S. funds, although eventually a grant to the 
people of China, are really an investment: an 'investment 
in friendship and in-mutual security. Generally, when 
large construction.projecta- are undertaken, -the 
-investments, are..prctected through. the use of a consult­
ing firm of engifieers. during planning, purchasing,
construction'and operation. The normal 'function of an 
engineering -consulting firm is- to. aid in: the planning 
and-, exetiation of these investments sp, that they ,become 
an -asset to.)he-. investor and a related and pemanent ,
contribution to the. economy., This is. standard busine~s 
practice upon -which much of the successful growth oZ 
industry in the United States has relied. The same has 
been true in Taiwan. When the Morgan banking interests 
supplied funds to the Japanese Government for the 
construction of the major hydroelectric facilities 
located in the vicinity of Sun-Moon Lake, this ine# 
vestment was protected by the services of an American 
consulting engineering firm. 

The J. G. White Engineeritig Corporation similarly 
serves as a management engineering firm. The team of 
engineers functions through a Joint Committee of MSA 
and Chinese Government officials and suapplies them with 
technical knowledge on the planning and execution of 
the various project made possible by the extensive in­
vestments of the United States Government in Taiwan. 

.When individual industries are aided, the attempt is 
made to improve products, reduce costs, and improve 
pro cess efficiency. 

43. New York Organization 

The J. G. White Engineering Corporation is a 
private concern, owned by a limited nmber of. 
stockholders. In the New York office of the Corporation 
the largest department .is that of Engineering, with 
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Technical 	Assistance to factories 

helps modernize and 

increase production. 

Joint Chinese-U.S. efforts provide 

Formosa's soldiers better housing, 



stettr al' A'dehanical, and electrical di-vsions. 'The 
other-d&'partments' ardd"bnstruction' .Reports & Appraisals,
Purchasing, and General' Offibe. The '-Tkptpi office 
r6pbrts to thehedd of the Reports and 'Appraisal 

-Depantment.- - 4 4 ­

44. 	 Taipei Organization 2 -; ' - . 

The Taipei organisation of"The J. G. Whit' 
Engineering Corporation is flexible, -'so as to conforn 
to the needs of the industrial program as- determined 
by CUSA/MSA policy. For example, if the industrial 
program is concentrating on the tmprovenent of
 
transportation, transportation experts .are important 
members of the staff. Now that the concentration of 
industria devolopmont on Taiwan is on fewer, power 
constitants in several categories are being added to 
the staff. *- ' -

At the time of preparation of this report,-the, 
chief staff positions were'-as follows: 

Project Manager and Senior Chanical Engineer 
Senior Forestry Engincer 
Senior Mining Engineer 
Senior Construction Engineer- , 
Senior Textile Engineer 

'Senior Sugar Engineer 
- Senior Electrical Engineer 

Senior Mechanical Engineer ' ' 

Master Mechanic­

45. 	 Relatiohehip with the Joint Committee on Inidustrial­
Reconstru'tion and-Relacement, MSA/CUSA r: 0 

Although The J. G. White Engineering'CoI'rporation 
has a contract with the Council for United'Staes K 
Aid (CUSA), the control of its actions-is in the hands 
of the Joint Coamittee on Industrial Aeconstruction and 
Replacement, MSA/CUSA. (JCIRR, See also page 53,) 
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46. Prollect aid Actti eties ­

S*th' e JJG. Wkite Enfgineeing'Gorporation has two­
tyjies 6f§ mojedts 'td:xecute forsthe, Joint C6mmittee. 
The first is to make studies in the indstrial, field, 
including services such as transportation, to present 
to- the Joint C6mmittee (JOIRR) its recommendations for 
overall industrial development aeNqfl'as thideveiop­
ment within each industry or factory., The second type 
of itd: rojeOt's is- t6"work Olosely with the aid 
rYecipiettr spon ible Tr the executiori of ach : 
-apprdv6d prOj ect to make' sur' that the completdd work, 
a68'ni _al-efb 1aged by CUSA/MSA '6fficials, is 
carried dut. ­

biio& ad Americ47. Co5aiA with.JCRR' MSA, MAAG 'mb Ay 

JCER. Coordination with JORR is on an irformal 
-basis. The industrial develorment of Taiwan depends 
to a. considerable' extent upon agrIculitfralrproduction, 
or use of industrial materials on th 'f arm-n': As thb 
programs and recommendations are developed, or 'as 
pioblenis in e6bcution arise;, informal discussions are 
maintained with appropfiate specialists in JCRR. 

MSA. Since dfficials of' MSA are on-the Joint 
Committee, oui Industrial, Reconstruction and Replacement, 
the major coordination is through this-bodyt- Aside 
from this, staff members of'the J. G.-White Engineering 
Corporation participate -in meetings with' MSA officials 
or groups when detailed information-is required on 
industrial. planning or execution. Since the J. -G. 

White Engineering Corporation is studying each 
industry fro6m.'the .:planiing- stago, to .the...f&nalpperation, 
close coordination tamaint'ined.irith'.the' -nditttyand 
Proram Offices of MSA, as well as with the Office 
of Advisory Servid . This entails follow-ups on ­

procurem.ent -aid ch&cks 6 general ptogress.-- The -

Proj ect Mnager att 6 ids- the weekly meetihgs 6f the 
Chief' of Miss6ion. - '- - ­
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MAAG. Since MAAG projects often involve consider
 
able construction, the J. G. White Engineering Corpo­
ration has on its- staff a wel-quaified- construction 
engineer who works withlthd engineei-Th 1MAAG in the 
Combined Service Forces.. 

American Enbass All coordination.bettreen the 
J. G,. White Engineering Corporation- and the American
 
Embassy is through MSA.
 

if 
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SECTION X 

MILITARY ASSISTANCE ADVISORY GROUP (MAAG) 

48. Organization . 

The Chief of the Military Assistance Advisory
Group, Formosa, is Major General William C. Chase, US 
Army. General Chase has commanded the Group since 
its activation on May 1, 1951. The Group has an 
authorized strength of 764--: Army) -Navyand-Air c* 
P6i-'8fieisonnel. 

The MAAG consists of a General Staff, Special 
Staff and four sections to correspond to the 
organization of the National Government of the 
Republic of China Armed Forces. The personnel assigned 
to the staff headquarters perform the necessary
 
administrative functions in connection with the oper­
ation -of the Group and in addition advise and assist 
the members of the Supreme staff of the Ministry of 
National Defense. 

The four operating sections of MAAG are: 

(1) Army Section 

(2) Navy Section 

(3) Air Force Section 

(4) Combined Service Force Section 

49. Methods and Accomplishments, 

MAAG works in close and daily association with 
the Ministry of National Defense and the Aimed Forces. 
The Chief of MAAG deals directly with the ghief of 
Staff of th-e Ministry of National Defense (MND); whd, 
under the Generalissimo, is the head of the Aimed 
Forces. The MAAG General Staff deals with the Supreme 
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Staff -.of MND,- 'and- so on to the-lower levels, eeach. 
section of MAAG dealing with its counterpart-in-the 

rmed Forces of the Republic of China. There are 
MAAG advisors as air bases, naval installations, 
-.schools anc training centers, armies -and divtsions, 
and with 'the technical services-	 . 

MAAG has been in' oQperation slightly over a'year 
In that time' the situation has been fully survejted'­
and complete programs for the Fiscal Year of 1951, 52, 

* 	 53, and' partial program for. FY 54 have been submitted 
to Washington. -The Chinese forces(*are wellontheir 
way to reorganization -into.more modern 'and" efficient 
units. Military schools have been' rehabilitated and 
new, schools have-been organized. t.;Over two- hundred­
officers' -of 'the National -Govertment: of :Republic of' 
-China-(-NGit)O have gone to 'the United *Sttesf6r 
training. New recommendations being made are designed 
to make the NGRO Forces an efficient co-operative team. 
Troop training programs have been prepared and are in 
effect in the armed forces. Two divisions have been 
put through an intensive course of training at, a 
training center and two more such training centers 
are being put into operation. Co-operation between 
the arms and services is being stressed throughout. 

50. Coordination with Embassy, MSA, JG White and JORR 

MAAG relations with MSA, the US Embassy, JCRR, 
and JG White are controlled and directed by the Chief 
of HAAG with much of the active coordination being 
accomplished by the MAAG Comptroller and the Combined 
Service Forces Section of MAAG. The Chief personally' 
coordinates MAAG policy with the Chief of the US 
Diplomatic Mission and the ranking officials of 
other agencies of the US Government active in the 
Area. A representative of MAAG attends the weekly 
meeting of the Chief, MSA Mission. -

The Comptroller exercises overall supervision 
over fiscal and financial matters on the general staff 
level. He observes and advises the Chief of MAAG, 
concerning the impact of the military aid program on
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the civilian- economy, and As concerned with coordinating 
the'MSA'couhterpart pnogham. H, Works largely with 
tbas@y and MSA officialdW . 

The Combined Service Foreds (CSF) Section.isrthe 
advisor to the Combined ServiceiForce'of -the armed -forces 
o6f the National Government of the Republic of China. 
The 18tt'er.4the logistical, supportagercy of the 
Chinese armed foraesland serve the Chinese Army,.Navy, 
an Air Forte- . . z, 

"theCSF Section has assigned spectaligts -to.duty as 
advisors of -the various.Chinese teelinical services 
(medidal, 'chemical, etc.) and is,' therebfr, 'one of -th6 
principa fatbtors in achieving full 6oordination with 
4SAconcerning the supply ,o ?tsojftR 'goods to the Qhinese 
ftre e, the receipt and end use chick of 'stpplies for 
the Mutual Defense Aid Program, and MSA military. impact 
aid support. 

% ­
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SECTION XI 

vAMERICAN EMBASSY 

Overall Responsibility for American Policy in Taiwan. 

The responsibility of the Ehbassy for coordination 
of American policies and activities in Taiwan was set" 
forth by the President of the United States in 
Executive Order 10338 dated April 4,- 1952, "Coordi­
nation Procedures under Section 507 of the Mutual 
Security Act of 1951". Pertinent excerpts follow: 

"Section 1. Functions of the Chief of the United
 
States Diplomatic Mission. (a) The Chief of -the 
United States Diplomatic Mission in each country, as 
the representative of the President, and acting on his 
behalf, shall coordinate the activities of the United 
States representatives (including the aniefs of ­
economic missions, military assistance advisory groups,

and other representatives of agencies of the United
 
States Government) in such country engaged in carrying 
out programs under the Mutual Security.Act of 1951, 
and he shall assume responsibility for assuring the 
unified developnent and execution of the said programs 
in such country. More -particularly, the functicns of 
each Chief of United States Diplomatic Mission shall 
include, with respect to the programs and country 
concerned:
 

- You will- note that both the terms Taiwan ard Formosa 
are used to apply to the "unsinkable aircraft carrier." 
The pattern of usage as- set by the U.S. Erbassy 'is to 
use Formosa in communicationIs to the United States -and 
other countries, but to use Taiwan in local communications. 

The reason for this distincticn is apparent. Formosa, 
derived from the laudatory "HIhaFormosa" (Beaatiful Islarr) 
used by tha first Portuguese navigators who laided in 1590 
is the name by which the islard is best known to Europe 
and America. The name used by both Chinese and Japanese, 
however, is Taiwan. , 
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"(1) 	 Exercising general direction and leadership 
of the entire effort. 

'1(2) 	 Assuring that recommendations and prospective 
plans ard actions of the United States 
representatives are effectively coordinated 
ard are consistant with arid in furtherance 
of the established -.policy of the-United 
Staites. 

"(3) 	 Assuring that the interpretation and appli­
cation of instructions received by the 
United States representatives from higher' 
authority are in accord with the established
 
policy of the United States.. 

" (4) 	Guiding the United States representatives in 
working out measures to pr6rent duplication 
in their efforts and to pr6mote the most 
effective and efficient use of all United
 
States officers and employees having mutual
 
security responsibilities, 

"(5) Keeping the United States representatives
 
. 'fully informed as to current and 'prospective 

United States policies. 

"(6) 	Piescribing pricedure s governing the coordi­
nation, of the activities of the United 
States -repre s-entatives, ani assuring that 
these representatives shall have access to 

S-	 all available information essential to the 
* 4 	 ofaccomplishment their prescribed duties. 

-- "(-7). Preparing -arid sldiiittifg 'such reports- on the 
operation aqd status-of the programs under 
the Mutual Security Act as may be direced 
by the Director for Mutual Security. 

"Section 2. Referral of Unresolved atters. The 
Chief of the United States Diplomatic Mission in each 
country shall initiate steps to reconcile any di­
vergent views arising in thd country- concerrned with 
rzspect t: progras under the Act. If agreement, 
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cannot be reached:the Chief of the' Unite :states 
.Diplomatic Missionshall recommena a.course of action, 
'and such .course .of action shall be followed'wiJless a 
United States 'representative retuests%hatthe issue 
be 'referred to 'higher authority for decision. If such 

- a request is made, -the parties conck6ned shall- promptly 
refer the issue to higher authority.-for r esolution ­

prior to taking acti6n at the country level. The 
Director of Mutual Security shal3 assure expeditious 
decisions .on matters so submitted."' 

52. 	 Sections of the Embassy 

The American Embassy in Taipei; like most other 
Embassies throughout.the world,^-:;ts divided intp five 
sectibns under the. direction of the Chief !ot.mission. 
In Taipei, the Deputy Chief of the Diplomatic,.Mission 
has the title of Counselor .of Babassy. The various 
sections, with the responsibilities assigned o each, 
are as follows: ... , 

1. 	 'Political Section- Political reporting; nee 
gotiation -f -treaties, claims,, ete.;.coprdi­
nation with the Anned. Services Attaches; 
"coordination with the MSAMjssiqn and the-

S- rMAAG; protool. 

2. 	 Economic Section:.: Economic analysis of 
industry, finance,,transportation,-,and com­
munications; trade promotion;-trade protection; 
commorcial policy; commercial intelligence; 
commodity reporting; coordination with the .MSA 
Mission. 

3 K and Cultural Section (morelInformation 
'generally known as, the United...States Infor7 _. 

, t.hation Servide, USIS),: the. bonduct of- an 
-ineortation program thr'ough.the media of prps, 
radio, and motion pictures; -cultural affairs,. 

* 	 iiluding exchange of pergons and. th'6 rainte-. . 
nance of the. USIS Library. ; 
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In narrying out these functions USIS has an 
extensive program. fox-teaolng.Eng'1,ish,. 
involying' radio programs, classes ini-English, 
and a-publicaton. USIS maintains a stock-of 
selept6d textbooks, fdr. this.purpose. Curricu­
luittollections ofttexts and books on methods 

s 	 of- teaching arme also jbeing developed at Taipei 
and Thinanm Iii the generb4, .cultura1 fip'1p,,
USIS sponsor, record. 6onerts, and recitals. 

USIS has a trainee program under thd Sifith-
Mundt Act, in which 10 teachers of English 
and 5 students are beingsent to the U.S. 
in the current period. ---

At 	 the preset trime USIS offices and its 
library are in separate buildtigs. Soon, 
however, -they,plan. t..mdve into a single 
,large building which*ill more adequately 
house its severa, services. 

4. 	 Consular Section: Visas; citizenship; 
;,invoices and.legal.papers; protection and 
welfare..of. U.S0 cii5.gens;,federaT benefici­
arlies (ducilas vettrans), .services to'ships 

- and seamen. 

Administrative Section'; Personnel; property;
 
equipment.; supplies; 9ommunications; records; 
disbursing; sepurity;- administrative support 
to the MSA Mission'and..the MAAG and additional 

-.. seriessuoh asthe, operatio of the Embassy 
. . iComissary.., . 

53. Attach~s 

The Attaihes AId-Assstant Att'aches dof -the Army,
Navy, 1.an4 A:ir-Force in Taipei are, an integral part of 
.the Amerioa X-ibassy.. TbeiQ prmincpal duties are to 
act' in a liaison capacit. ;rith officers of the Chinese 

.Armed. Forces,. partla&lly-with Int eJJigence officers
(0-2) of the Ministry. of.Natibnal p a- They 
provide the Chief of 'th&Diplomat e Missibon with 
military information required by him in the performance 
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of iTheialsa;have:direeiaot, mpiciations 
channels to thbir~respectith-headquar,sin phitxgto,
 
to which they submit information reports on matters. 
particular concern to the Azmed Services. 

The Air Attache' maintains a 0-47 here which serves 
as a valuable supply and communications link between 
Taipei and Hong Kong. 

The Naval Attache is responsible for radio 'con­
munications for all three services and in addition
 
occasionally handles-same commfcations traffic for-the 
Enbassy itself. 

54. Cable and Communications Responsibilities 

The following is an analysia of theproportions of 
time spent by the Embassy Code Room on MSA and Embassy 
telegraphic traffic. Proportions vaay.from month to 
month; when the workload is heavy, MSA accounts for as* 
much as 90% of the total classified traffic-; when it is 
low, about 50%. so that an average is about as follows: 

NSA & MAAG 75% 
-USIS - 10% 
Embassy 115% 

Incoming cables are received either through JOAG 
teletype channels or through the Bmbassy Radio Room, 
unless there is an extreme emergency, and then 1AAG 
teletype is used. Since 'the middle of August=1952, 
teletype facilities have also been in operation at the 
Embassy. 

Of all incoming MSA unclassified telegrams, 90%.'. 
come in through the Enbassy Radio Room. They are 
picked up there by a MSA messenger and taken to MSA, 
where permanent copies are typed. The remaining 10% 
of these telegrams -come in through MAAG. 

'The Code Room types-all copies of all incoming 
dlassified cables and al copies of Embassy incoming 
messages, both classified and unclassified. 
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MSA types only the outgoing onbles, classified and 
unclassified, and had no further responsibilities for 
transmittal. 

.4 0t 

0 
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SECTION XII 

STAFF DOCTRINES AND FUNCTIONS 

This- bection will. be covered in the forn of a. 
lecture, .givdn: by.j-the Deputy Chieft of. China-Mssion9 . 
The tlk- is orghnized undei' the' folloing hiads: 

* 	 55. ReapQnsibilities t ISA/Wu U 

56. 	 Fnctio'ns of Staftf- L 

57. 	Ocmpleted Staff Work 
(Executive Order. No 2 January 3 J,1952 ) 

58. 	 Teamwork. S 

* 	 These numbers. continue the sequence of headings 
used in the ;writeprfresentaibns... 

'-I-

I - ­

'F,. 
- v-/t 

~*3/ 
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SECTION XII'~
 

MISS IO OPERATIONS -


The.:nst 'mortanitp dt his:Sectib±ana 
lectufep tod en'ny- the 'D xjuty'Chief ofthe Mission. 
The outlinfor tis tL'kis:- - * * 

59. AdmiistrtikhEliciXs
 

6o. Standing Operaing_-*P6dTues 

61. Staff Conferencesu:.. 

62. Committee Assignments 

. Oh Sei Assignments 
63s. Horield ~ii tvte 

65; Relations with Other Agencies 

66. Security 

67. Field Trips 

68. Suspense Procedure 

69. Public Relations 

70. Professional Ethics and Moral Standards
 

71. The Library , 

These numbers continue the sequence of headings 
used in the written present&tions,. 

72. Executive Orders
 

These-Orders, issued at irregular intervals -as 
need occasions.- give official statements concerning 
Mission operating practices and policies. A file of 
these Ordeits is maintained in the Executive Office where 
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it may be consulted'by inte ed 1rsons.. Executive 
Orders. are&At.Q 9tImafer4.1. 

Among. these Orderthe- ones that are of particiuar 
interestih-thefHel&t of. Miesion opeirations are: 

#65'-Aug; 19., p195?. 	 Acoess-'tosClassified Material
 
by Local EnpJloyees. --­

#45.Junr:12'1?2, Staffp-Tea C&?dtiikec',. 

-Pattern oT attefdmce.at
 
'T a .. Tesday airernoon -tas.)
 

#25. Mar 2, 19 SA/CM:Procur'menit Prb.eedure. 
# .-. 1. 

#23. Mar. 6 , 1952. Security Information. 
(Explains four categories.) 

#22. Mar. 6 , 1952. 	Duty Officer. (Clarifies 
hours and functions See 
also #22A - Mar.p, and 
22D-May 21) 

#18. Feb. 6 , 1952. 	 Special Assignments (Explains 
duties of various special 
officers.)
 

#16. Feb. 4 , 1952. 	Interviews and Public 
Addresses0 (Official 
instructions with respect to 
these) 

#14. Jan. 31, 1952.	 Imvort of Personal Automobiles.
 
(Conditions governing import 
and rules of use on Taiwan. 
Includes a very stringent 

rule on accidents.) 

#6. Jan. 9,.1952.	 Liaison with Outside 
Organizations. (The officers 
through whom contact'should 
be made.) 

-71­
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'34J. 7,-19 . ..SIgnatures-.on. Communiations t-. 
JM (r o erQ ,of, thq. 
Mission ae&esignated to sign 

-J-'- - letters to, certain .other,.officers 
in -the-Washington. organiatibn,. 
This Order mAes the lJnes of 

-- -ocomsunication clear.) 

Although i otn ifEixeui Order, the Memorandum of 
March 12 ,1952 hich, reproduces Manual Operation 

i dealingwith pei'son~aj conduot is of 
importance. In. it will. be found important 
statements cone 6 rning speeches and interviews, 

.Jwrcing for publication- and restrictions applicable 
t- familymeml sw 
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AID PROGRAM RECORD
 

JULY OCT JAH APR JULY OCT JAN APR JULY OCT JAI APR JULY OCT
1950 1951 1952 1953 

RETAL PRICES IN TAIPEI
 
JAN.-JUNE, 1950=100 

JULY OCT JAN APR JULY OCT JArt APR JULY OCT1950 1951 1952SOURCESPROVIICIAL GOVI1MEIT UREAU OF ACCOUNTING a STATISTICS cwm :suan sn"asute man so n) 



SECTION XIV 

ORIENTATION AND THE:INDIVIDUAL­

.The preceding sections,. then, give the-main 
features of the background and present ramifications 
of the Misdion organization and,-programn.. Reading 
them should give you a fairly clear picture . 
However reading, alone, is not enough. Thereshould 
be some chance to ask questions and to furtbhe' 
clarify your understandings through,discussion. Then, 
too, certain sections i.e., V, XIT, XIII, are,not 
detailed iinwriting; the material is presented.in 
lecture form. Because of these nsiderations', your 
readinguwill -be suppemented ,by a few small-group 
meetings. These meetings will,be called when, there 
have been enough new personnel arrive at the Mission
 
to constitute a good working group. 

73., Schedule of -Group Meetings 

Meeting No.1
 

1. 	 Talk:- Current Activities of the China Mission 
-	 . (Section V).........hief of Mission 

1 br.' 15 minutes 

2. 	 Discussion of above talk , .. - 20 minutes 

3. 	 Social period . . 20 minutes 

4. 	 Discussion of reading of Sections?' 
-	 I ,II, III,: 1 VI . - . . -. 

lead by .. .ion Officer 

MSA personnel respqnsible for the 'reparation of 
the above -sections should attend tp ahswer ­

.. questions - .. 1I hour 
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Meeting No. 2 

1. Talk: (a) Staff Doctrines and Fintions
 

(b)Mission Operations .. ........ 
... Deputy Chief of Mission '1 hour 

2. 	 Discussion of-above talk- - 20 minutes, 

3. 	 Social'Period . 20.mixAites 

4. 	 Discussioh of reading of Sections 
VII, VIII, IX, X, XI 
16ad by'..................Oientt n 0tider 

-MSAK personnel -responsible for. the preparation 
of -the*above sections should attend to answer 

* questions 	 I hour 

Meeting No. 3 

Discussion period held after consultation with 
new personnel, based upon reading, and to olear up 
uncertainties. 

Lead by person, or persons selected in-ligtt of 
the areas to be discussed ................. 1 hours 

74. Questions for Discussion 

. Why a set of questions, one may ask? Surely, 
MSA personnel do not need this feature of school 
texts long since discardedS And yet, adults or 
ohildren alike, we only really understand-, those things 
that we have chance to use and to subject to the 
clarifying process of trying to. state in our own 
words. Hence - these questions. Their framer hopes 
that theyi truly may be thought-provoking, requiring 
application of the'material and not merely its recall. 
Some of the questions will serve as a basis for the 
planned discussion periods. It is hoped that new 
personnel will reflect concerning the others or,
better still, talk them over informally with friends. 
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7QUESTIONS FOR DISCUSSION- -: 

'- - a -' 
- A, 	 Sectiei I 2 '~- -': ±t-.. 

1. 	 Do you believe that 'the confusion of war always 
help communism!'. If true, khf should this be so? 
What evidence is there to support your belief? 

2 1-Wotld 'you 43_-"thAt the "1947 'inbident" tefledted 
a -trcolonigl attittidea on the part bf"tM 0hirese 
officials at .thattale?: 'fave -you-noticed,- or 
heard,- of any -effcts of therizici'dent on Taiwan 
at th 'prdsent time? 

3-;" 	 What were somei 6f the mait 'causes 6f the economic 
detdrioi'at-ibn-referVed to, ot0' ige 4? 

4. 	What are some of the senses in which Formosa is 
-truly a trs'h6w windowt -frdemocricyl 

5. 	 What significant new concept with respect to aid 
iappearer in-fhe MSA-'-Atkof 1.95-that was- not in 

the ECAt of- 1948: 

6. 	 Why can it be said the U.S. dollars spent for 
c6imrlodities to bB us ed-in Thiwah ustally hare 

:.-­a "doubl6;effect?^ 

7. 	 What, do^2butahk 'are 'the significahce of the six 
agreeffeiit points (page 9)-for the defense of 
Taiwan? -Do they- seen'exbessively demandihg? 

Section III­

8. 	 Note the use of the word "integrated" in con­
nection with "industrial development programt. 
(page 11) What is the opposite of 2integrated? 
What kinds of considerations must be taken ifitc& 
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account if a program is to be integrated? 

9. 	 What were some of :the.'otstanding featulres of the
 
ECA program on the maland?
 

Section IV­

10.-	 How -would pnting prp cecures 'vuder the ltj~ointness" 
concrept ,c4iffer .from practices .followed in certain 
relief. programs ,undertaken by the United States. 
qon.nt.,on the -,significance- ofIthe-fact thlatl6f the 
five GRR Commissioners-, three-e hiner 

11. 	 -Do you believe that the-quotation on page -1-7 is 
true? Assuming that it is,,,1ow.might..;the7rhistory 
of China been changed? Could Communist-control 

--of -mainland- Chin -been-averted? . -..- .-- ,w 

12. 	 Note that two objectives 3-and 5 from the JCRR 
. list-%(-page-'4?..; are ooneerned with developing. the 
abilities of.,rural people thewmselve,; What-do 
you think to be the significance of this? (Note 
also No. 1 of the list of Policies.) 

13. 	 Which is the older organization JORR or MSA/ECA? 
,-What 	 bearing does this'tact have on- the differ­

,ences -between4Stk and. JCRE organization?--- ­

14. 	 What is meant by the phrase uland tenure reform 
programs?T How-are they accomplished? " r 1 ­

15. 	 Do you consider the existence -of. separate,: ­
although coordinated, JORR and MSA programs in 
the-areas-,oft health and fisheries to be, 
desirable (page-19),? Is the division of effort 
in -fisheries the-.logical result of the differing 
nature of JORR and MSA? Why? 

e Section V 

Discussion lead by Chbief of Misst-on-...... . 

- 76 	­



16. 	 Define thn word "demography"' and explain the practical 
significance of this science to NSA activities.'­

17. 	Issocial.,stability as.iportant as economifc stability? 
Explain your point of view. 

18. 	Explain hat:is meant by "flight qf capital", Discuss... 

19.. 	 Is the black market rate of exchange the realistic rate? 
Explain. 

20. 	 In an economic program7, such as on Taiwan, do you believe 
that 	there are se-eral-phases, such as
 

a, Control of inflation; 
b. Increase of production;
 
e. Economic self-support;
 
d. 'Termination of bid?
 

21. 	Will increased.productivity cause inflation?
 

22. 	.Could the Republic of China use an annual grant of 
US$5 billion? Discuss and explain the significance of 
this 	question. 

23. 	 How does a Public Health program fit into the terms -of
 
reference of the Mutual Security Act? 

24. 	In the light of current MSA activitie s and efforts, do ­
you think that the Mission's educational prograe should 
be directed towards primary schools or vocational traiP­
ing? Give reasons for answer. 

25. 	 In an Asian country such as this, will a free labor move­
ment be successful? 

Section VI
 

26, 	Recall the basis on vhich TA personmel are secured. 
Why does this makes it logical-that these men should 
have their offices in a Chinese government agency? 

27. 	 Assume that a Bunmese-newspaper reports that the TCA" 
Mission there is about to provide'Burma vith military 
supplies and military advisory personnel. Why would 
such a report be almost surely in error? 
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28. 	 Would Anu say that it is"'incoinsistent with MSA prin­
ciples to, have "an increasing amount of emphasis on
 
the technical assistno aspects of this program"
 
(page 23)?
 

29.' 	What. would- be the easy way to ..have policy decisions 
made in the absence of a Program Review Committee?' Is, 
therefore, the establishment of this Committee a step 
toward, or away from, democratic Mission procedures? 

30. 	Do you think- it. would 1e better in theory to have TA
 
personnel supervised by the various section chiefs bf
 
the Mission or increasingly to have supervisory autho­
rity vested in the Office of Industry ani Natural.
 
Resources, Why?
 

31. 	Study the organizational chart of the Mission (Figare 1). 
Note the relation of your. section to others, anid to OCM 
(Office of Chief of Mission).. Comment on the nature of 
these relaticns. Are they logical ard desirable, do 
you think? 

Section VII ­

32. 	Study the chart far JCRR organization.. (Figure 2) At
 
what points may there be overlap-with MSA pro jects?
 
How may duplicatin of effort be avoided? 

33. -WVhat U.S. government bureau comes closest in function, 
to the Control Yuan of the Chinese government (page 33)?
 

-34. Would you characterize the Chinese government as 
socialistic in vieiw of-the maihy businesses that it. 
operates (page 36)?
 

35. 	Recall that Generalissimo Chiang holds two positions
 
(page 36).- If the President of the U.S. held two
 
similar offices what would they probably be? Why can­

-	 -not an exact parallel be made? 

36. 	Why are American observers regularly present at meet­
-	 ings -of the Economic Stabilization Board (ES1), the ­

.membership of-which'is entirely Chinese (page 41)?' 
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37. 	 Compare CUSA ard ESB (page 41, 44). Both are Chinese 
organizations dealing .with U, tS, -aid; both deal with 
-economic matters. Do'their activities duplicate each 
other? Give reasons. 

38. 	 Since CUSA "does not decide on policy" what is its 
-	 function?- How does it work with MSA in carryirig out 

a project? 

39. 	 What businesses in the U. S. are operated along lines 
similar to thr public enterprises (page 47)? 

40g -Suppose that. it had been' possible to have boards of­
directors of public enterprises usemi-autononcts ari 
non-political" (page 50) would a system of private 
enterprise have resulted? Explain. 

41. 	 In what resprect is. JCRR (page 53) sinilar to. CUSA? 

42. 	 Do you consider that the Joint ,Committee on Industrial 
*Reconstruction and Replacement (JOIRR) ard th'e Econo­
mic Stabilization Board have overlapping functions?
 
What are your reasons?'
 

43. 	 The Chinese Technical Mission (CTM) was established 
in 1948. What developnents would ha-ve made tle 

-	 establishmeat of CTM necessary at a later' time even 
if it had not been in 1948? 

Section IX
 

44. 	 Why are staff positims wdth J..- . White necessarily
changed from time to time? 

45. 	 Note that (page 54) J. G. 'White is controlled by' 
JCIRR, although its contract is with CUSA. Does this 
impress you in any way as unusual? Is it in line with 
your 	previous ideas of the nature of these. latter-two 
qrganizations? Explain.
 

-Section X 

46.' 	 Note' the method by which the MAAG General Staff deals 
with the Supreme Staff of MND. Is this similar to, 
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* -'or quite different from, the method, jy which MSA' 
officers deal with their counterparts? Explain. 

47. 	 HAAG has provided considerable material aid In the 
Chinesa Armed Forces. Wnat are some of the other 

K 	probable effects on these Forces of MAAG activities, 
on Taiwan? 

Section XI 

48. Why; in all probability, has the Chief of the U.S. 
Diplomatic Mission on Taiwan been designated as a 
sort of referee on MSA programs? That functiohs 
of his office should peculiarly qualify him for this
 
task?
 

49. 	Why do not the Military Attaches dupliate any of the 
functions of MAAG? 

Sections XII and XIII 

Discussion lead by Deputy Chief of Mission.
 

50'.' 	 To what extent should authority be delegated in an
 
organization such as the China Mission?
 

.51. Could all programs be formulated by one office? Discuss.
 

52. 	 Why does the Chief of Mission insist on the principle 
* of completed s.taff work? 

53. 	 Are the fundamentals of security as practiced in 
MSA/CM followed in most private businesses in the U.S.?
 

75. 	 The -ReadingLists
 

We will read this Manual, then, and have meetings 
to discuss its parts. But that alone will not be enough 
if you are really to feel tIn pulse of Missicn activity. 
Reading is essential. You will want to read all of th 
books of the first list in the first few months of your 
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stay (part 76), and others from the second list (page 77), 
as your interest indicates. You also may wish'to-consult 
some of the references in part 78. 

Other reading, too, vll be of value. The Mission
 

publication Taiwan Tours, is a guide to some of the 

many interesting places on Taiwan. It was prepared 

by a valient group of "Mission wives". You have all 

read the Mission Post Report. And then there are the 

current materials in the daily MSA-JCRR Press Trans­

lation Summary, and the monthly Chinese American 
Economic Cooperation (CAEC), generally considered the 

best of all the MSA Mission monthly reports. The 
official report entitled U. S. Economic Assistance to
 

Formosa gives an excellent sumary of accomplishments 
for the period January 1 to December 31, 1950. 

Here, then, is truly a goodly quota of reading
 

material. It may even serve to enrich those dreary
 

periods when, for some reason, the precious stream of 

magazines from home has ceased to flow.
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___SEOTION XV 

SELECTED-REFERENCES
 

Lists have been prepared by the MSA/JCRR Library
 
staff. Tumbers following book titles are the call 
ntbers, given in order to 

this library. 

76- Suggested Reading Fot Al
 

--. 1. Bate, H. -aclear 

2. Chiang, Monlin 

-i
 

- ~ Han Liim 
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make book location easy for 

Re-port from Formosa
 
On order for .MSA/JCRR
 
Library. A'recent bit*
 
of English reportorial
 
writing, good although'
 
somewhat superficial.
 
Stresses ECA9s activities.
 
Contains a complete
 
chronology of Formosan
 
history.
 

Tides from the West (920) 
Dr. Chiangs style has a 
pleasantly fluid quality, 
and reading his book is 
like effortlessly drifting
with i a -str~am.- is I 
autobiography i's much more 
a book about the Chinese 
people than about its 
author. In that class it 
is one of those most worth 
reading. 

Taiwan Today (951.24)
 
This gives a general but
 
concise account of Taiwan 
after the war - its 
political and social con­
ditions, finances, 
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4. Slin Tat-sen 

. - ­

agriculture, industry, 
communications and edu­
catAor, together with 
necessary statistics pre­
sented from the point of 
view of the"official 
group. It' is not difficult 
to read and should-satisfy 
the needs of anyone new to 
the island. The author was 
formerly Minister of Edu­
cation but is-now an 
advisor to the President0
 

Three Principles. EnElish
 
Reader (320)
 
As everyone should know,
 
the author -Was the Father
 
of the Republic of China.
 
The Three Principles are
 
Nationalism, Democracy,
 
and Livelihood, all of
 
which are .Nationalist 
principles. The book is 
a texbook with cuestions 
and notes.
 

77. Oth'er Books' fof Reading 

1. Cainpbell, W. * Excerpts from The Island 
of Formosa; Past and 
Present by James W. 
Davidson (Phl,421) Those 
portions from the large 
book by Davidson gives 
the reader a general 
history of- Taiwah from its 
discovery to the middle' of 
the 17th centyry. Written 
in narrative- form, it is 
easy to read. The com­
plete book is not in the 
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MSA/JCRR library but, 
may be borrowed from the 
Mission Chief. ­

2., Canadian Dept.	 Formosat A Geographical 
of Mines A reciation 

On order for MSA/JCR 
Library. 

3. 	Chen, Cheng . An Approach- to China's 
Land Refonn (333) 
The author, now the 
Premier of the National 

--	 Government of China, was 
responsible for the 

- introduction of the land 
rent reduction program 

A-in Taiwan when he was 
S--. Governor in 1949. The­

sale of public land, the 
reform of urban land, and 

.	 the reform of privatp 
farmland are also dealt 
with in this .booklet,. 

4. -.- Cressey, George W.	 Asia t s Lands and People 
(915)*

This is a fully revised 
2nd edition. The nations 
of Asia are grouped into 
5 regions - China, Japan 
and Korea; Soviet Union; 
Southwestern Asia; India 
and Pakistan and 
Southeastern Asia. The 
historical, political 
and cultural background 
of the peoples of each 
nation as. well as the 
economic conditions are 
examined. Chaacter­4,- -

istic photographs of the 
above nations are supplied. 
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--

5. Dewey, Thomas E. 

6. botb Ernes G. 

70 Hunter, Edwa rd. 

.-­

9. - Mamillia;4Hugh F. 

Journey to the Far 
Pacific 
Based on a recent trip. 
Chapter 4' deals with 
Folmosa. . Not in -MA/ 
JCRR Library.. 

Scatheaat-Asia, '(915) 
The book is'divided into 
three parts. The -first
 
pictures the natural 
setting, the second goes 
from this basis into the 
human details of each 
political unit, and the
 
third ties together the 
social geography of 
Southeast Asia. The 
quality of this work is 
very uneven, otherwise the
 
general conception of the 
book is highly commendable 

Brain Washing in Red China 
(95.505) -- --
One of the most important 
jobs-confroting- the 
initial bqnd of Chinese 
Communists was to subject 
their citizens to vbrain­
washing' in order to rid 
them of 'imperialist 
poison' and to qualify 
them for their positions 
in the tnew democracy?. 
The author explains how 
this has been accomplished. 

Tropical Planting and 
Gardening (581.95) 
Here is a book conveninnt 
for those who wish to 4 ­

cultivate plants for 
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0 0- - ornament, utility, or 
commercial purposes, 
covering both flowers and 

*0*' fruits of the tropics. 
Illustrations are 
numerous and varied. 

9. Tsao, W enYen The Constitutional 
Structure of Modern 
China (354.51) 
The draft of the Chinese 
Constitution as well as 
the full text of the 
Constitution are given in 
full. The Peoplevs 
Congress, Legislature, 
Judiciary and Civil 
Service art explained. A 
description is given of 
the Central and Local 
Goverrnments, the 
Presidential and Executive 
Powers. 

10. Riggs, Fr'ed W. Formosa Under Chinese 
Nationalist Rule 
On order for MSA/JCRR 

n.o Library. 

Chronological Outline: 
Political History of 
Taiwan, 605 A.D. to 1942. 
(Ph1423) 
It can be said that this 
is a continuation of 
Campbell's Excerpts from 
the Island of Formosa. 
A useful guide to the 
political history of 
Taiwan. 

12. - General Report of the 
. Joint Commission on Rural 
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Reconstruction, 1950 and 
1951 (630.61) 
In both these reports, we
 
have the background and 
organization of the Joint 
Comission, its budgetary 
and financing problems. 
The programs of all the 
divisions as well 'as their 
achievements are traced in 
full. Highly recommended 
for all those interested 
in the activities of the 
JORR.
 

13. 	U.S. Offi ce of the Civil Affairs Handbook: 
Chief of 'Naval - Taiwan (Formosa Taichu 
OperationS. Province. (951.24) 

In this handbook one finds 
many facts about Taichu. 
Province (Taichung). The
 
only difficulty is all
 
place names given here are
 
transliterated according to 
Japanese pronuncistions, 
This is very' good readit 
for any, new arrival to this 
island, as it covers almost 
every thing there is to 
know about the central 
province of Taichung. 

14.- idein	 Civil Affairs Handbook: 
Taiwan (For:mosa) Takao 
Province (951.24) 
This is a similar catalogue 
of facts as that on Taichn 
Province, except that the 
southern province of 
(Kaohsiung) is covered here. 
Again, this gives an overall 
picture of the Province.and 

.. to	 Ta:.zshould prove very useful 
new personnel. 
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78. Useful References:. 
Books 

10 Gattefl ,Ucjues Ken of Science-American 

(Ri923) 

2. 	 Hockett, Charles'T. Sp0n inese (in 2 voliates) 
andGi esManual (495.1) 

3. Marcguis, A.N.&Co.	 Wvho a Who in Cammerce and 
Indusgtry (R923)
 

4. 	 Mathews, Robert H A Chinese-Enalish Dictionary 
(R495-3) 

5. 	 ' - Who's Who in America,1952­
1953 (R920) 

Maps 

U.S. Armjy Map Service 	 .(912) 

1. "?Taiwan (Formosa) Road Map" 1:5003000;
 
AMS L491
 

. -- 2."!Formoisa'City Plans" AMS L891 

3. '?Taiwan (Formosa)" 	 1:25,000; AMS L892 

4. "?Formosa"	 1:50,000; AMS L792 

Periodicals
 

1. Chinese-American Economic Cooperation
 

2. Free Chila Review
 

3. Modern China
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Vertical File (loose leaf material) 

1c Chinese Government - Maners 

. 2. ECA, MSYI/ CRR, Establishmeft of -

* 3fItuaL.aSeiuritY Actt­

- - C * -Cr 
-C'. 

7. Other References:
 

This magazine article appeared after the pajges of the
 

Manual were mimeographed..
 

"The 'Ti er at Rea China's Heels"Sherrod, Robert 

Saturday Evening iPost, vol. 225,
 
:.30-31,---92-95; January lo, 1953.
 

.An,illustrated article dealing
 
with p -esent conditions in Taiwan 
againspt a backgradtnd of the Korean 
war and international politics.
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