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President Chiang on
FUNDAMENTAL POLICIES OF

Econoemic Reconstruction

- (Speech made at the inauguration of the National Supreme
Economic Council on November 26, 1945.)

. The Supreme Economic Council has been established ‘for
the one purpose of aiding the people and pringing every
possible effort to bear on. the huge task of peacetime recon-
struction and development which lies ahead.

As we begin work, I want to speak frankly to you 'wd
through you to all the people of China about the economic
problems we face and the action” we must take to meet. those
problems. We must not allow internal disturbances make us
lose sight of the basic need of the Chinese people for a higher
standard of living than they have now.

At this moment,. as we all know, theve are some people in
China who place partisan and ‘personal interests above national
interest and who have gone so far as to interfere violently
with the efforts of the National Govemment to establish order
in the liberated provinces.

The Government is acting to correct this situation. We
shall spare no effort to bring internal order and security to
the nation. But, at the same time, we shall fulfil our equally
great responsibility to help the people to repair the ravages
and dislocations caused by war and to 1mp10ve the conditions
of their livelihood.

In creating the Supreme Economic Council, the National
Government recognizes the paramount i.aportance of sound,
immediate cconomic action in China. It is my intention to
assume, personally, the general direction of China’s economic
reconstruction and development.

In approaching our work, we must come to grips with
some hard and unpleasant truths about China’s present
economie position, :
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The relentless. war we had te fight over eight years has
gariously injured our natiorial economy. I do not refer only
to the bombing of cities und the destruction of homes and
factories. During the war years, China lost the productivity
of millions of people driven by the enemy from farms and
towns. We lost our foreign trade which the enemy’s blockade
kept from our coasts. i : ]

In many places the Japanese, wholly or partly, dismantled
Chinese factories. Elsewhere, they made our industries part’
of their war economy so that it is not easy to convert those
factories to the production of goods needed by the Chinese
people. ]

Today, most of China’s industries are at a standstill or
producing relatively little and a large number of industrial
workers have been thrown out of employment resulting in
widespread distress.

This iz an intolerable situation. Our first concern must
be to get our people back at work. But the problem of reviving
industry and thus creating jobs for workers is complicated
by a number of secrious difficulties. Many parts of China lack
coal. Our present railroad and highway facilities are
inadequate to mcet transportation requirements. We do not
have enough trained industrial managers and technicians to
take over and yun industries which the Japanese have been
operating and the finances of the nation have been badly
dislocated by the great cost of war aud abuses of the enemy.
Until we correct these conditions our industry cannot flourish.

Our agriculture likewise is greatly -handjcapped. China
does not have enough modern agricultural materials such as
fertilizers, insecticides and good seeds nor enough widespread
information ahout modern methods of farming. Expert
opinion agrees that our harvests could be greatly increased
in a shprt time by the application of such methods.

Also of prime importance is the fact that many farmers
of China are nmow paying excessive land rents, taxes and
intercst rates—a condition which gravely weakens the entire
agricultural structure of China., A 25% reduction in land
rents and exemption of land tax, already granted to liberated
provinces, ure only the first steps which the Government must
take to correct this condition. The farmers of China, like
workers and industrial managers of our towns and cities, need



the most vigorous coopelatxon which the Government can give
them.

After every great war, such as we l;ave fought, there is
a period of hardship and uncertainty. For the nation as a
whole this is a small price to pay for victory and freedom. But
we must recognize that our many individual Chirese this winter
will be a time of severe economic strain. 45

It is a time that will require all the courage of- ‘my people.
It is a time for high standards of integrity both in personal
‘and public life. This is a. crisis in China’s history and. China
can now least of all tolerate corrupt officials or self-seekers
who exploit the people in their attempts ‘to gain personal
wealth and power. Such men must and will be eliminated
from public service and severely punished for their crimes.

Throughout the war, the people of China have won the
applause of the world by their bravery and endurance, I say
to you now and to all the people that our suff:ring has not
been in vain. I say to you that a greater economic opportunily
than we have ever known before in our long history will unfold
for China—an opportunity in which all people can share.

I am convinced that in the months ahead this nation can
and must vigorously take preparatory steps in its peaceful
reconstruction and development—steps which lead directly to
a more satisfying life for the people.

As we improve and the basic conditions in the country
are restored to normalcy and our economic activities expand,
employment will increase in every field. Food, clothing and
housing will become more plentiful and cheaper and many
goods and services now not available will reach the people
on an increasing scale.’

‘In undertaking the all-important work of reconstruction
and. development, the. Counci] must recognize that China’s
problems cannot be solved entirely by the aid of other nations.
We must help ourszelves,. Onr entire national future. hinges on
our ability to tap within ourselves forces of constructive energy
which are the key to the greatness of any people. What we
seek from our friends abroad is primarily economic cooperation
on a sound business basis.-

The main function of the Council is to prov1de 1mmed1ate
and sound aid and guidance for the people in helping themselves

—3 —



—in taking steps which lead to early economic progress. The
Council will coordinate the work of those ministiies of the
government - which have important influence on economic
matters, It will examine ‘facts and make clear-cut and rapia
decisions on questions of economic policy. It will follow
through and expedite the exceution of its policies by the
Government ministries concerned. These functions are in
some respects similar to those which the War Production Board
exercised during the war but the Supreme Economie Council
will operate at an even higher level of authority.

It must be understood that in creating the Council, the
National Government does not intend to assume detailed
administration of the nation’s economic life. On the contrary.
I believe that provincial, district and municipal governments
must increasingly accept responsibility for economie reconstru-
ction and development in their own areas in line with the broad
polieies and programs of the Supreme Economic Council. That
is the only way by which any area can achieve maximum de-
velopment.

Moreover, sound local administration is the key-stone in
the building of a strong, democratic nation. It is the means by
which a nation ecan tap well the springs of individual initiative
and progress in democracy.

The local governments of China must stand on their own
feet. They must not depend on the National Government for
work they can do themselves. They must take every measure
within their means to improve the standard of living and the

working conditions of the people in their areas and must give
more cooperation than ever before to aid local industries and
businesses and other economic organizations.

The people must look primarily to able and honest local
administratorz for the solution of those economxc problems
which arise out of local conditions. -

Where local ‘administrators are not able and honest, Gov-
ernment will replace them with men who are. The people
must have local ieadership on which they can depend—men who
will work hard and ready to make any personal sacrifices to
do their full part in the great tasks which confront ys.

The Council will deal with those matters of economic
policy which concern the nation as a whole. { ask the Council
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to begin its work by putting into effect several specific economic
programs urgently needed by China.

T recommed that by all available means the Council should
establish as soon as possitle -an intensive miationwide program
to improve transportation. The first task is to put into good
operating conditiong those transportation facilities which we
have. From that point on, we must work vigorously to main-
tain and cxpand our facilities at a far higher level of efficiency
than at present. o

I consider the strengthening of Chinese transp'o[rtation to
be the foundation of all our efforts toward economic reconstru-
ction and progress. Special emphasis must bce placed on the
movement of food and fuel into areas of China where shortages
of these cssentials of life exist or imp@nd.

The transportation program should comprise mnot only
vailroads and ocean and river shipping but also construction of
adequate highways and acquisition of motor vehicles to the
extont that they cen be operated and maintained. As part of
this overall program, the Council should develop and under-
take at once a nationwide road building program.

I believe that such a program properly carried out could
in a few vears add great slrength to China's economy at re-
latively low ‘cost. In this connection, I call to the attention
of the Council the fact that there are now in China more than
1,000,000 Japanese prisoners. Owing to the shortage of trans-
portation here and problems confronting the Supreme Comman-
_der for the Allied powers in Japan, the return of these prisoners
to their homeland will be a gradual process.

Meanwhile, the prisoners should be put to productive labor
in which they! can help in some degree to offset the great damage
inflicted on China by them and their country.

I strongly suggest to the Council the prompt use of the
Japanese prisovérs pending their repatriation to assist China
in building modern roads and in the reconstruction of our trans-
portation system as a whole. 1 recommend that an intensive
program for “strengthening Chinese agriculture be promptly
developed and put into effect by the Council.

Such a program will, of course, include increased pro-
duction, importation and distribution in China of essential
fertilizers, insecticides and improved sceds and free instruction
of Chinese farmers in modern agricultural methods,
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The Council must also act at once to improve the condition
of the rural masses of China by eliminating excessive land rents
and interest rates on leans and through adiustment of taxes
to accord with the ability to pay. Laws aimed at those goals
are already on the books of the National Government, but during
the war it was not posnible to enforce them.

The Council must assume the responsibility for strengthen-
ing these laws.

I further recommend that the Council should undertake a
long short range program of reforestation to help preserve the
precious soil of China’s agricultural areas and provide the need-
ed lumber, ' .

Reforestation of China’s denuded hills is of prime impor-
tance to the nation and should begin without delay. I recony
mend that the Council organize an immediate program to assist
Chinese industry to increase production with special reference
to industries which supply materials, TO a prime requisite to
this end and to other undertakings in our economic reconstruec-
tion and develepment it is urgent that a stabilization of Chinese
currency relative to foreign currencies be achieved at the
earliest possible moment. The Council must take prompt action
in this connection. '

Tn order to further encourage larger industrial sproduction,
Government controls imposed on industry during the war should
be removed at snce except in those cases where such removals
would clearly impair national economy.

Direet and vigerous action should be taken te speed up
recruitment of qualificd industrial managers, technicians and
skilled workers to replace Japanese personnel who have been
operating Chinese industries. Imports of industrial machinery
and equipment adjusted to China’s capacity to pay, should be
supervised by the Council so as ‘o az:ure that the most essential
industries and public services will be given first claim on
funds and purchase of such goods,

The Council shoald give guidance to industry in producmg
goods which haw assured markets in China or -abroad and
eliminating unsound preduction. Complete factual informa-
tion on industries which the Japancse operated during the war
must be obtained and analyzed.

In this connection, I am glad to advise that the Mmlstry
of Economic Affairs has already obtained much valuable data



with regard to Japanese economic operations in aregs they
formerly occupied. ,

I recommended that the Council act to encourage expanding
foreign trade for China. This should be a major element in.
our activities. The Council should promptly establish a pro-
gram to encourage and assist within China the production of
agricultural and industrial products which are wanted in for-
eign markets wherever this can be done without depriving
Chinese cconomy of essential commodities and without ex-
ploitation of the low cost labor in China. Through the sale of
her products abroad China can obtain foreign exchange with
which to buy much needed machinery, equipment and materials
which she cannot as yet produce herself. )

I recommend that the Supreme Economic Council give con-
sentrated attention to measures for improving the standards of
health within China. We must promptly establish policies and
programs for the production, importation and development of
goods and services essential to sanitation and combating dis-
eases. Closely related to the health program must be .programs
for improved housing, free public education and other elements
necessary to provide a strong, social base for economic activi-
ties of the people.

Finally, I recommend that the Council begin at once to
obtain from the ministries of the government, from local
authorities and qualified groups and individuals throughout
China, detailed information on economic projects considered of
prime importance over the next five years.

Some of these projects will have to be given precedence
over others. China today is impoverished. She cannot and
will not for years to come be able to make all the improvements
necessary. It is the Council’s duty to analyze the facts relating
to proposed economic projectz and give prompt and vigorous
enceuragement and assistance to thoses projects of greatest
value to the national economy as a whole. :

Among those projects, I urge that special emphasis be
given to harnessing China’s rivers which are one of her greatest
potential resources. Sound river developments would in a few
years provide China with urgently needed flood control, great
irrigation projects, large increase in river mnavigation, im-
portant new sources of cheap electric power and valuable
recreational facilities for the people.
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By close cooperation within (he Naticnal Government and
with local authorities, the Cuuncil should soon be able t9 de—
velop and put into action a full-scale balanced program of
economic Teconstruction and development for China in which
the first needs of the people will be first served.

I look to this Council for prompt action. I look to it for
action that will strengthen China’s transportation, increase her
-agricultural and industrial production, develop her foreign
trade and improve her standards of health and of economic
progress, :

‘ Our nation now is passing through a period of alarms
and uncertainty—inevitable aftermath of war. The people
want and must have a realistic basis for confidence in the
future. As work begins to yleld results the people will become
aware that they are at last on their way to higher standards ’
of living. - Moreover, they will have the knowledge that China’s
prestige among the great nations of the earth is steadily rising.

Given internal peace which 1 shall strive with all my
power to preserve, the economic achievement of this Council
ean soon open a way to the greatest age of China’s long
history.

The people of thiz land through all the challenging years
of poverty and war have earned their right to a better and
fuller life than they have ever known. We in this Council
must make that better ‘ife a reality not at some time in the
distant future but in the year immediately ahead.

The business of this Council is to act promptly and effec-
tively to serve the needs of the people. Here today we dedicate
ourselves te that great work. .



FUNDAMENTAL PRINCIPLES
Underlying the Future Program for

ECONOMIC DEVELOPMENT

An Address made at the Inauguration of
the Supreme Economic Council

by
Dr. T. V. Soong,

President of the Executive Yuan and ex officio
Chairman of the Supreme Vconomic Council

Today, at the inauguration of the Supreme National
Economic Council, we are grateful to have ‘the presence of
President Chiang Kai-shek and to listen to his address on the
fundamental policies to. be carried out by the Council

As it is to be ‘the highest policy-making organ in the field
of economic affairs, its responsibilities relative to the develop-
ment of our national economy will be great indeed We are,
however, confronted with innumerable difficulties besetting the
paths of economic reconstruction and it is imperative that we
should muster the utmost courage in striving to meet the situ-
ation so as to realize our aims.

Our country, as the President has just pointed out in his
address, will be at the threshold of a period of unprecedented
economic prosperity as soon as basic conditions will have been
favorably established. It is evident that these basic conditions
will be forthcoming only when those responsible for their estab-
lishment will make ,unremitting efforts in reaching the goal
when the pres:nt unfavorable environment will have quickly
ameliorated. And what is most important when the policies
adopted by the Council wiil be of a nature suitable to the par-
ticular conditions of this country and consonant with sound
economic principles. We should, therefore, make a thorough
study of all revelant problems before drawing up our policies
and carry out careful preparations prior to their execution.

1 shall bere outline a few simple fundamental principles
underlying the future program for economic development re-
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lative firstly to our p»eopv‘ie; secondly, to the Government, and
thirdly, to Allied nations. ’

First, the Government should offer guidance and assistance
to private economy to enable it te achieve vigorous progress
and not strangle it with arbitrary eontrol or obstruect it with
unwarranted interference. But guidance and assistance have -
proper limits. It does not mean that the people are to ‘take
an attitude of complete or continual dependence on Government.
On ‘the contrary, the people should never lose sight of the basic
principle of self-reliance and- self-help.

Whether it be in industry, commerge or agriculture, whether
it concerns activities, large or small, it is important that the
work be carried oui forward to success through the people’s
own exertion, courage and initiative. Provided such activity
does not transgress. the bounds of the economic policy formuia-
ted by Government, it is discharging its obligations, service
and responsibility to the country’s economy.

It must not, however, depart from the rule of self-help
or proceed on the assumption that while failing to meet the
economic test, it may still survive at the expense of the National
Treasury. Guidance and assistanes on the past of the Gov-
ernment will take shape not in the ferm of subsidies but in the
following measures: in the scienti§l€and technical field—on
account of its position and resources, the Government in its
present stage of industrial development can aeqaire and com-
mand with greater ease as compared with private industries
the latest and most advanced scientific and enginecring know-
ledge as well as experienced technicians at home and abroad.

- Tt should strive to build up various appropriate organiza-
tions and devise measures whereby such knowledge, experience
and skill can be harnessed to revive industrial, commercial and
agricultural development of the people. .

In the field of finance—the Government is now confronted
with tke most pressing problem of how to rehabilitate and
stabilize finance and currency. A successful solution
means provision of essential conditions for affording
the public economy its most fundamental and needed assistance,
for, without financial and currency stabilization incentive for
productive enterprise will be throttled for lack of confidence;
the labor problem will become increasingly acute without the
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possibility of anything more than temporary settlements and
high interest rates cannot effectively be lowered-—all pointing
to the basic importance of the currvency and commodity price
situation which must be satisfactorily handled to provide real
assistance to the people.

In the communication and transportation ficld—the impor-
tance attached by the Government to the means of communica-
tions. and transport is very obvious. One of the most serious
obstacles to economic rehabilitation is the disrupted state of
transportation and the Government can help the people resume
their economic development most effectively through the
restoration of important railroad lines, river and coastal ship-
ping, trunk highways in the interior and finally air commun-
ications at various key points throughout the country.

In the field of motive power—with tht mechanization of
productive process, it is imperative that there is an uninter-
rupted supply of chéap motive  power. The Governiment ¢an
aid the people in-their work of economic development by taking
all the appropriate and necessary steps to increase the coal
output and its effective distribution. As industrialization pro-
gresses, and approaches a stage of concentration in Central
China such as to warrant economiic development of water power,
the ‘Government should not hesitate to embark upon the con-
struction of awmbitious and costly hydroelectric projects.

The sphere of activity touched upon in these four cate-
gories cover the more important phases of what we term Geov-
ernment policy for guidance and assistance of the people.

Secondly, this Council vis-a-vis the economic activities
of the different departments of Government clearly hus the duty
of adjustment and coordination.

By adjustment, I mean that firstly, employment of national
income should be properly apportioned between the Government
axd the people; and, secondly, the field of economic enterprises
should also be appropriately delegated between them. The
proper apportionment of national income iz important because
with our reduced national income, the Government cannot pro-
ceed to take excessive share without impairirg the productive
Forces of the nation. It is necessary that the Government
should exercise vigilance and restraint in circumscribing its owp
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activities through retrenchment during the present period of
recoevery and rehabilitation.

Appropeiate delimitation of the respective domain of Gov-
ernment and private enterprise is also important because if - the
Governnment engages in activities of which the necessity of Gov-
ernment operation is clearly indicated, such activities will become
increasingly burdensome and may prevent or upset financial
stablization and furthermore thcy will tend to discourage and
obstruct competition in enterprises and thus impede the economic
progress of the natmn

The adjustment thevefoxe involves reasonable and - ap-
propriate apportionment of both consumption and production
between state and private capital. By coordination, on the
other hand, I mean that the various government departments
should be made to eliminate duplication of cconomic operations
and reconcile conflicting tendencies in questions of eécoromie
policy.

In dealing with the Governmment itself, the Ceuncil is to
carry through the program of general planning and division
between the channels of public and private enterprise.

Thirdly, the attitude of the Goverument to the Allied
nations should be one of close cooperation based on frankness,
reciprocity and equality, and such cooperation may be technical
and financial in character.

Technically, the Council should prove ’che)t' the leaders are
keeping in touch with countries more advanced in scientific and
engineering aceomplishments with the view to the establishment
of mutually beneficial contacts so that the tempo of progrcss
of our economic development may be increased.

Commercially, we will strive to bring about the conclusion
of arrangements in foreign commerce and exchange.

Financially, we should cooperate with all friendly nations
to find avenues for surplus capital and establish condition
favorable to econemic mobility on one hand and to secure its
effective utilization for mcnasmg our productive capacities on
the other.

I have only touched upon the highlights of our progrom
of economic planning. I have no doubt that under the leader-
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ship of the President of the National Government and with the
valuable cooperation ef members of the Council, we shall be
able to prove with energy and vigor our twin objectives in re-
habilitation and reconstruction.

NOTE :—The translation of the above texts is according to the version
released by the Central News Agency, -
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REGULATIONS GOVERNING THE
ORGANIZATION OF THE
SUPREME ECONOMIC COUNCIL

(Passed by the Supreme National Defence Council
: on. November 26, 1945).

ARTICLE. 1. The National Government, with the objec-
tive of completing the work of economic rehabilitation, ex-
pediting the task of economic reconstruction, and developing
and elevating the people’s standard of living, specially estab-
lishes the Supreme Econemic Council which shall be subject
to the diveclion of the President of the National Government.

ARTICLE II. The competence of the Supreme Economic
Council shall be as follows:—

1. The Tull and effective utilization of national resources.

2. The decision on important economic policies.

3. The formulation of important ecohomic plans and

formulae.

4. ThHe co-ordination of the activities of the various

departments having to do with economil affairs.

5. The investigation and examination of the progress of

economic undertakings. . .

ARTICLE III. The Supreme FEconomic Council shall have
a Chairman, which post shall be held by the President of the
Exo®urive Yuan concurrently; a Vieo-Chairman, which post
ghall b» held by the Vice-President of the Executive Yuan con-
currentiy.

ARTICLE TV. The persons ricntioned hereunder shall be
ex officio members of the Supreme ‘Feenomic Council, and in
addition to them the President of the National Government
may d-signate not more than five other persons as members of
the Coungili——

1. Minister of Economic Affairs.

2. Minister of Communicatiens.
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Minister of Agriculture and Forestry,

Minister of Foeod.

Minister of Finance.

Minister of Education.

Minister of Secial Affairs.

Director-General of the National Relief and Rehablh’ta-
tion Administration.

ARTICLE V. The Supreme Economlc Council shall hold
periodic meetings, and shall submit to the President of the
National Government work reports which . shall also be
published.

ARTICLE VI The Supreme Economic Council shall nave
a Secrctary-General which post shall be held concurrently by
the Secretary-General of the Executive Yuan; and a Dzputy
Secretary-General who shall he delegated by selection.

ARTICLE VII. The Supreme Economic Council may, in
accordance with ils practical requirements, have various
divisions to deal with its vavious duties

ARTICLE VIII. Each Division of the Supreme Economic
Council shall be headed hy a Divisional Chief, and where
necessary, have an Assistant Divisional Chief. ATl #these
appointments shall be delegated by selection.

ARTICLE IX. The Supreme Economic Council shall have
from two to four Counsellors, and from two tc four Secretaries,
all of these officials to be delegated by selection.

ARTICLE X. The Supreme Economic Ceouncil shall have
a number of Technical Commissionzrs, Special Commissioners,
Inspectors, and Divisional Members. Of these officials, from
ten to fourtesn persons shall be delegated by selection, from
fiftteen to twenty delegated by recommendation, and the rest
dclegated by designation.

ARTICLE XI. The Suprcme Econemic Coutcil may
invite Chinese and fereign =xperts to serve as Advisors and
Consultants.

ARTICLE XII. When occasioned by practical needs, the
Supreme Economic Council may establish various special
commitiees,

0 e s
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ARTICLE XIII. The Supreme Economic Couyncil exer-
cises controlling authority over the economiq activities of
various governmental organs and issues final decisiofs thereon.

ARTICLE X]V. When necessary, the Supreme Economic
Council may ask for the supply for use, any referential from
any governmental organ.

ARTICLE XV. The routines rules of the Srpreme Econo-
mic’ Council ‘shall be separately provided.

ARTICLE XVI. These Regulations shall come into force

-9 -the date of their promulgatlon,
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