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PRICE CHANGES IN CHINESE RURAL MARKET TOWNS
September, 1935 to October, 1937

. Geographical price differentials explain part of the differences
in the types of farm enterprise. Chronological changes in agricul-
tux:al prices control the activities of farmers and business men.
Price fluctuations in any locality are determined by two forces, (a)
the movement of the general price level which is, in general,
affected by monetary factors, and (5) the local economie situation
prevailing at the particular moment to which due consideration
must be given to explain the discrepancies in price movement
between individual localities. Studies have been made which
showed that the price movement in China is usually similar to
price movements in other countries if the monetary standards are
‘the same or converted into the same terms.! Frequently the
peculiarities of different localities are over-looked by statisticians
and the discrepancies in price changes are usually attributed either
to the crudeness of the statistical method or the inaccuracy of the
price reporting service.

Price reports have been started during the last two years
by the Department of Agricultural Economics of the University
of Nanking, for the purpose of ascertaining current price changes
in rural China. Due to limitations of funds and trained personnel,
only fifteen localities have sent in reports regularly. Four
localities are not included in the present analysis because their
reports covered too short a period, and two other localities have
had to be omitted because of their urban rather than rural status.
The nine remaining localities include the following: Taiho,
Kiangsi; Yuanan, Hupeh; Wuchin, Xiangsu and Hwangpe, Hupeh
in Central China and Tsingloh, Shansi; Suhsien, Anhwei;
Hwahsien, Shensi; Hwenshan, Shensi and Chengting, Hopeh, in
North China (figure 1, page 380).

During the two years from September, 1935, to September,
1937, China experienced two unprecedented events which seriously
affected the economic life of the nation. The first was the formal
abandonment of the silver standard in November, 1935, and the
secend was the outbreak of hostilities between Japan and China
in July, 1987. Any study of price changes must take these two
happenings into consideration. _

General upward trend of prices

After China officially went off the silver standard on Novem-
ber fourth, 1935 and pegged her currency to the pound Sterling
or the United States dollar, her price level became analagous to
those in other gold-using countries such as the United States and
England. Generally speaking, the trend of prices, both received
and paid by farmers in China since September, 1935, has been
upward (table 1, page 382 and figure 2, page 381).

1 Economic Facts, pp. 239, 274.
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FIGURE 1—LOCATION OF TOWNS SENDING PRICE REPORTS.
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- The index numbers of prices received by farmers advarced
from 75 in September, 1935, the lowest point in the period, to
112.5 in October, 1937, if the average of 1936 is considered to
be 100. The peak occurred in March, 1937, representing an
ad\{azéce of 62 per cent from the beginning or lowest point in the
period.

Likewise, the index numbers -of prices paid by farmers
disclosed the same general trend with a few exceptions which will
be discussed later. The lowest point, 88.7, also occurred at the
beginning of the period.. Prices paid by farmers advanced
steadily until October, 1937, when the index number reached
127.8, the highest point in the period (table 2, page 383).
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FIGURE 2.—INDEX NUMBERS OF PRICES RECEIVED AND PAID BY FARMERS, IN CHINA,
SEPTEMBER 1936 TO OCTOBER 1937.

1636 = 100
Price trends were upward, prices received by farmers fluctuated more violently than prices
paid.
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TABLE 1.—INDEX NUMBERS OF PRICES RECEIVED BY FARMERS

IN 9 RURAL CHINESE MARKET TOWNS

SEPTEMBER 1935 — OCTOBER 1937

1936 = 100
Cen;:*m.l g:;:ina North China . |
oo wd iR Wk T LT Boge @ By ik Be o
A OET FUE WRE % R B 5 Bl ER 8
B & i s A %
Loealities _ . | s o 2 3 g
-8 g3 % 4 4 i 2 ;} =3 % &3
8% 52 5% f ¥ VE o§3 :% RY O§ if
8f 22 £¢8 &2 2 B8 EE 2% 28 £ 2 i3
BEHOWE
Number of 17 18 8 17 — 15 22 38 18 37 — -—
commodities
1935
jbfj Sept. 5.8 94.0 R4.7 —_ B4.8 53.5 £6.3 47.4 67.8 _— 65.2 5.0
-l-ﬂ Oct, 76.7 99.4 91.8 — 29.3 52.0 90.4 80.1 68.9 —— 67.0 78.2
ﬁﬂ Nov. 79,0 98.9 1044 — 94.4 BR.7 94.7 R7.9 73.1 —_— 73.2 £3.8
‘.}_._"}} Dee. R1.0 98.4 88.2 —— 92.5 64.8 94.8 R7.7 783 —_— 76.9 B4.7
1936
— H Jan. 84.G 98.7 95.0 11256 97.6 741 05.4 88.4 £3.8 — B2.1 80.9
= H Feb. 95.3 102.8 96.4 111.6 101.5 R4.8 9?.3 93.1 £8.7 — RR.D 96.1
EH Mar. 102,00 1024 101.2 112.1 104.4 83.0 98.1 10183 93.0 —_— 92,4 99.3
H Apr. 99.7 103.1 103.6 113.9 1051 k2.0 1001 104.7 97.2 -— a4.6 100.6
Tﬁ'_ﬂ May 1055 1032 102.7 98.2 1024 K1.8 99.5 96.9 100.0 94.3 93.2 97.8
;'.: ﬂ June 97.0 91.7 99.0 105.8 98.4 79.8 97.1 90.0 100.8 95.6 91.6 95.0
.B H July 88,7 90.6 86.2 B9.1 90.6 80.8 101.6 95.4 97.5 91.4 91.6 91.1
,'\ ﬂ Aug. R6.0 93.8 95.7 B4.3 90.0 84.2 1034 1011 98.3 £9.0 032 81.6
:’L H Sept. 9R.R 87.5 95.0 85.56 91.7 822 106.5 95.9 7.7 891.5 91.8 91.8
—|" ﬂ Oct. 122.0 100.6 9.2 1006 105.6 130.% 1518 101.5 95.8 1007 1006 103.0
ﬂ H Nov. 1126 109.9 103.2 95.5 105.3 108.4 157.1 1111 1145 1038 1004 1074
éﬂ Dec. 114.0 118,58 1125 906 10689 105.5 182.1 1186 137.7 103.4 1166 1127
1937
_.-ﬂ Jan. 1222 1201 1150 162.1 1148 112.1 1831 117.2 136.8 106.2 1178 1163
:}] Feb. 129.4 1248 1138 1029 1177 1157 1712 117.0 1516 109.1 1234 120.5
= H Mar, 1242 1214 111.2 107.1 1160 1288 1673 1186 150.4 1098 1268 121.4
["ﬁﬂ Apr, 1207 1135 1064 112.4 1133 110.7 1553 116.8 1508 1186 1242 1I8.B
Eh’_}} May 125.7 103.65 110.1 1154 1187 1055 143.8 110.8 147.7 1280 1232 1185
# H June 126.3 108.3 1046 1141 1138 1132 1365 113.6 138.4 -— 121.7 1i5.9
..k H July 127.4 116.7 1115 1142 1174 1035 1317 121.0 139.2 — 121.2 1191
,‘\H Aug. 1347 10659 1127 1120 116.3 106.3 1254 1243 188.0 — 1229 1198.1
’LH Sept. 1427 101.2 1062 1122 11b6.6 98,5 1088 1168 — — 107.6 113.0
—I-)] Oct, 1395 95.6 — 107.8  114.3 — — 107.2 —_ —_— 107.2  112.5

(a) HETPYRGEBRL A > NERSHLRB VRN S HAESBEN AKX 0

Hwa hsien was excluded when average were computed, because price movement there was
conspicuwounsely different as compared with those in other localities due to the Sian incident.

(b) FPEFLETHME: FR>»EHROBKIRERE 0

Averages were computed by including four Ilocalities; Tsingloh, Su hsien, Hwenshan and
Chengting.
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TABLE 2.—INDEX NUMBERS OF PRICES PAID BY FARMERS
IN 9 RURAL CHINESE MARKET TOWNS

SEPTEMBER 1035 — OCTOBER 1937

1936 = 100
® ¥ 4
Centra] China North Chins M
| M ek xdE Wik B Y RO TE BE Wk B T
. A R PR MR M e O Wk BRL Fe W
A ® . u
Localities u? . 5 E g = w g
B & = -E.E & o & S. 2. .7 %. T & GE
I BRI E R R
&% SE BE m2 2 &4 =& =% 25 52 i i3
B EHSEH
Number of 45 41 51 53 -_ 34 46 73 41 52 —_— —
commodities :
19356
}[_ﬂ Sept. 97.3 84.3 86.9 —_ 89.5 -— 45.9 85.1 90.1 — 87.6 887
-l-ﬂ Oct., 97.3 94.5 90.1 -_— 94.0 —_— 95.6 82.8 91.2 — 87.0 91.2
ZH Nov., 97.4 90.0 93.3 — 93.6 — 95.1 87.6 93.9 —_ 90.7 2.4
".."‘__._H Dec. 95.8 91.6 93.0 — 93.5 — 97.1 90,2 96.9 — 93.6 9.5
1936
—.-ﬂ Jan. 893.7 96.2 93.1 98.3 95.3 —_ 6.7 90.6 98.3 — 94.4 95.0
:H Feb. 96.2 1011 93,7 100.2 97.8 —_— 97.1 90.4 101.2 —_— 95.8 97.1
= H Mar, 97.8 1018 99.5 100.0 99.8 — 95.9 92.6 99.6 — 96.0 08.5
EIIH Apr. 100.0 992 101.4 1083 101.0 —_ 98.1 92.6 99.3 —_— 96.0 99.3
k1 ﬁ May 1018 1014 100.8 988 100.7 — 98.3 85.6 101.8 99.5 99.0 100.0
~ H June 99.0 98.9 989 106.1 100.7 — 98.3 101.0 99.2 101.3 100.5 100.6
—tﬂ July 92.8 99.8 100.5 101.4 98.5 -  102.6 100.6 87.1 99.7 99.1 98.8
i\ﬁ Aug. 94.1 9756 100.8 97.3 97.4 -~ 107.0 108.6 §9.2 87.9 98.6 97.9
j[‘ﬁ Sept. 102.4 94.4 98.7 92.9 97.1 £8.0 105.2 108.2 97.6 94.7 97.1 97.1
—I—ﬂ Oct. 1109 1004 101.7 101.0 103.5 96.8 94.1 1080 96.7 97.3 99.7 1016
"_."E Nov, 105.8 105.3 1020 1004 1034 108.4 1045 1051 1058 1014 105.0 104.2
T.'_E)j Deec. 1052 1175 1089 101.8 108.2 107.1 11iK0 106.0 1161 106.8 108.9 1086
1987 :
H}] Jan. 106.0 110.7 107.2 121.2 111.3 102.7 126.2 107.6 1I11.8 1069 107.2 109.8
.___'.H Feb. 1061 116.0 110.7 130.3 115.8 1025 123.6 108.5 117.7 1095 1096 1127
= ﬁ Mar. 105.1 1154 109.9 183.0 1158 1174 1241 1126 126.3 107.0 1158 1168
[_E[H Apr. 1028 1171 1086 134.1 116.6 111.1 1202 110.3 1279 1413 1226 1192
ﬁﬂ May 1049 1156 1102 1271 1144 1140 121.9 113.0 1185 1353 120.2 !.17.3
-~ H June 101.4 114.1 1036 132.6 112.9 1199 1161 112.7 1181 — 116.9 114.6
‘hﬂ July 1070 1144 1081 1286 1146 115.7 126.4 113.3 120.0 —_ 116.4 115.3
}kﬂ Avg, 107.2 118.1 106.7 1305 115.6 120.2 1196 1188 117.0 —_ 118.7 116.9
] jLH Sept. 1129 1138 1098 1404 1191 12836 119.7 119.0 — —_ 121.3 1198
"f"ﬂ Oct. 1175 12083 —_— 152.7 130.2 — —_ 129.8 -—_ —_— 120.8 121.8

(o) FRETPHQRFEERT » BZERNLFAZ YR ESHRLBESHEN LK

Hwa hsien was excluded when average were computed, because price movement there was
conapicuously different as compared with those in otber localities due to the Sian incident.

() FHWEIET A : FR o HiE > B RERE 0

Averages were computed by including four Ilocalities;

Chengting.
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TABLE 3.—PURCHASING POWER OF AGRICULTURAL
PRODUCTS IN CHINA.

1936 == 100
B o ¥ W £ &k il
Central North
Date China China ' Average
1935 .
5, HSeptember ... ...... . iciiiaiienn 94.7 T74.4 : - 84.6
G HOctober ... ... . ....iiiiaiiann 95.0 7.0 85.7
+ H November .....cccceiciesninnni-nns 160.9 . 30.7 0.7
'_1__"}:] December ....ciicvreiiiinrcnnnans 98.9 §2.2 90.6
1936
- BJdanuary .....oiiiiiiiiiiaa 102.4 37.0 95.7
- HFebruary ......ooiiiiiiiniaaiann 103.8 92.8 99.0
S HMarch .......oiiiiiiiiiiiaen 104.6 94.3 100.8
PQHAPRKL o 104.1 98.5 101.3
FEHMay e 101.7 94.1 97.8
AHJune ..ol emmen 97.7 91.1 94.4
ERJuly 92.0 92.3 92.2
ARAugust ..o 92.4 94.5 93.6
-}L H September .......ccvviirncvnranns 04.4 945 945
+ HOciober .........ocoiiiiiiiiiiin, 102.0 100.8 101.4
& HNovember .............oiiiia. 101.8 104.2 103.1
éﬁ December ......coivmirciieraaua 100.8 107.1 103.8
1937
— HIanuary ......ociceiieiiirnionncans 103.1 109.9 106.4
= HFebruary ........c.oiiiiiiiiiiaan, 161.6 - 112.6 106.9
EHAMarch ... 100.2 169.5 104.8
A F. % 13 o 1 PR 8.0 101.3 99.7
FHMAY o 99.4 102.5 101.0
MNBJune (...l 160.4 104.1 102.0
EBIuly e 162.56 104.1 103.3
A BAUZUSt ... e ' 100.6 108.5 101.9
;| September .......ic0iciiiiinnanaas a7.1 88.7 94.3
+5 October . .oveivniincriivsainsnsnsn 87.8 8.7 83.0

1 R R AT S

B L3R » BREMIZ LTt » B HEEE e KZ 2 ¥y
HTHES » FUFAWRZSESR - BREICTNELHZERE- T
FNH > BRITEHRER » BERRE—OO e N oI _F o5l o
WRRFHHHEZIRE s EAAA o« LIREAL 0 = » Ffi—0 85
ME e XERE-TAFLAZEREA-TAREZARGHELEIAZIL « 5
A 5 MRRFAHEZBERER—A L5 » BHEER » WORAEHR
B (BREEZBERRILNBRZSEDERALR  (2) BRY
BEEHEHETOFEREER o B3Z » NFGHAMZEE » MENE
HilEs o
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FIGURE 3—INDEX NUMBERS OF
PRICES RECEIVED BY FAR-
MERS IN CENTRAL CHINA
AND NORTH CHINA, SEP-
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/
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7
70/ 1936 = 100
R4 Prices received by farmers
: were low in the summer months.
eolL-1 | ST IO N S T I Y A A0 A SO T A Y They fuctuated more violently in

+4 —-A wA kB +A —A wA +H +A North China than in Central China.

CCT. JAN. APRIL JULY OCT. JAN. AFRIL JULY CCT
1935 +336 1937

Statistically speaking, the upward trend of prices received by
farmers in the last 26 months may be expressed by a straight line:
Y=80.20841.680X, which indicates that, on the average, the
monthly increase of prices received was 1.68 per cent of the
average price in 1936. Similarly, the trend of prices paid by
farmers may be summarized by the equation, Y=87.1311.333X.
Hence, the monthly increase was 1.333 per cent. The rate of
increase in prices received was, consequently, greater than that of
prices paid (figure 2, page 381).

More violent fluctuation in prices received than in prices paid

In a period of rising prices, prices received by farmers, rise
faster than prices paid, and in a period of falling prices, prices
received fall faster than prices paid. Prices received rose from
75 in September, 1935, to 100.6 in April, 1936, an increase of
25.€ points while prices paid rose from 88.7 to 99.3, an increase
of only 10.6 points during the same period. Again, the index of
prices received by farmers advanced another 29.6 points from
September, 1936, to March, 1937, while the index of prices paid
advanced only 18.7 points. This difference may be" attributed
to two factors, (a) the kinds of produets produced by farmers and
the kinds of products bought are different, and (b) farmers sell
at farm prices and buy at retail prices. In other words, retail
prices fluctuated less than farm prices. ‘
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Tfmde?zcy of prices received and prices paid to fluctuate in opposite
directions since August, 1937 -

The Sino-Japanese hostilities began in July, 1937. No effect
cogld be observed until August, when the index number of prices
paid by farmers suddenly jumped ten points within two months,
while the index number of prices received dropped almost seven
points. This was chiefly the effect of the stoppage of transporta-
tion which made the export of agricultural products and the import
of consumers’ goods exceedingly difficult and.costly. The same
trend may continue for some time, but it is probable that eventually
prices received by farmers will go up, due to the gradual depletion
of the supply of farm products in rural districts because of war
conditions. :
Low prices in the summers of 1936 and 1937

Crop conditions in both 1936 and 1937 were, in general, very
favorable, hence prices of agricultural products dwindled rapidly
in May and June in both years. In August and September, 1936,
prices were still low while in the same period in 1937 prices were
fairly high due to the flood and war conditions in various parts

of the country.

Prices paid by farmers also fell during these two summers
because in some cases products sold by some farmers were bought
by other farmers. Hence the same changes occurred in prices
received and prices paid by farmers.

Price situation in North Chiua — more fluctuation than in
Central China

Prices received and paid by farmers in North China fluctu-
ated more violently than those in Central China (figure 3,
page 385, and figure 4, page 388). However, the contrast was
not so marked in prices paid as in prices received. Inasmuch as
the costs of transportation and distribution remained comparatively
stable, an equal rise or fall of prices in various localities
resulted in an unequal ratio of rise or fall of prices as expressed
by index numbers. Rural towns in Central China are more
accessible to the market than those in North China, therefore, with
lower costs of distribution and higher prices for the same grade
of export commodity, the advance or decline of prices on a
percentage basis are less than in North China. Prices paid by
farmers varied less than prices received. In fact, the differences
were insignificant in comparison with differences in prices received
by farmers in North and Central China.

The Slump of the Purchasing Power of Agricultural Products

Index numbers of the purchasing power of agricultural
products represent the relative amount of other commodities
exchanged for a definite amount of agricultural products in
different periods. They may not express the purchasing power of
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FIGURE 4.—INDEX NUMBERS OF
PRICES PAID BY FARMERS IN
CENTRAL CHINA AND NORTH
CHINA, SEPTEMBER 193 TO
OCTOBER 1937,

1936 = 109

Prices paid by farmers rose steadily
in both North and Central China. The
sudden upward curve for Central China
at the end of the period was caused by
the war.

FIGURE 5.—THE PURCHASING POWER
OF AGRICULTURAL PRODUCTS IN
CENTRAL AND NORTH CHINA,
SEPTEMBER 19836 TO OCTOBER

1937.
1936 = 100 .

The purchasing power of agricul-
tural products in North Chioa was more
vacillating than in South China.
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farmers accurately, because farmers may have very little to sell
when the purchasing power of agricultural products is high and
very much to market when it is low. The slump of the purchasing
power of agricultural products, however, gives us, at least, some
idea about the misfortune of farmers. Prices received by farmers
were usually low in summers. The purchasing power of agricultural
products- was consequently very low in the summers of both 1936
and 1937. Its decline in 1937 was, however, still more speedy and
intense, because of the rapid advance of prices paid by farmers
and the momentous fall of prices received due to their seasonal
characteristics, and because of transportation difficulties caused
by the Japanese invasion. The slump of the purchasing power of
agricultural products discloses the distress and calamity of
farmers. It is very desirable to have a stable price level. A fall
or rise in one group of commodities followed by other groups
may cause some trouble, due to the chaos of price structure, but
worst of all is the rise or fall in certain groups of commodities
followed by an opposite rise or fall in some other groups. Farmers
in China are now experiencing a monstrous economic catastrophe
in addition to other distresses caused by the Japanese invasion.
Any measure to bring the prices of agricultural products up and
to keep other prices down would benefit farmers immensely.

At the end of 1935 and the early part of 1936, the purchasing
power of agricultural products in North China was much lower
than that in Central China (table 3, page 384 and figure 5, page
388), because the prices received by farmers in North China then
were very low (figure 3, page 385). Since July, 1936, the former
surpassed the latter. The purchasing power of agriculfural
products in North China was therefore more vacillating than in
Central China.

Fluctuations of purchasing power of agricultural products over-
shadowed by the fluctuation of prices received by farmers

Theoretically, a rise in the farm price of agricultural products
may not result in a rise of their purchasing power, because prices
of other commodities bought by farmers may also rise propor-
tionately. As a matter of fact, the fluctuation of prices paid by
farmers was not so violent as that of prices received, but the
purchaging power of agricultural products was affected to a much
larger extent by the latter than the former, even though their
purchasing power was calculated by including both factors. The
gross correlation coefficient between prices received and purghasmg
power was +0.78, while the one between prices paid and
purchasing power was only -4 0.48. Therefore 61 per cent of
the variation of the purchasing power of agricultural products was
determined by the variation of prices received and other associated
factors, and only 23 per cent by the variation of prices paid and
other factors. As a consequence, any measure to control the
fluctuations of prices received would yield more effect upon the

welfare of farmers.
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Military expeditions and the Sian
incident raised prices in Hwahsien and

Hwenshan, Shensi to & much bigher level

in the winter of 1938,
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Prices received by farmers in Taibo
remanined at a higher level in the spring
of 1987 due to the flood.
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The fact that a positive correlation coefficient existed between
prices paid and the purchasing power, needs, undoubtedly, some
explanation., When prices went up, prices received by farmers
went up more quickly than prices paid, and when prices fell, the
former fell more quickly than the latter. Thus a high purchasing
power of agricultural products was usually associated with both
high prices received and high prices paid. When the effect of
the variation of prices received was eliminated, the partial corre-
lation coefficient between the purchasing power of agricultural
products and prices paid by farmers was -0.83, therefore a very

high negative relatlonshlp
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FIGURE 8.—INDEX NUGMBERS OF
PRICES PAID BY FARMERS IN
RURAL MAREKET TOWNS IN
NORTH CHINA, SEPTEMBER 1935
TO OCTOBER 1937.

1836 — 100

Prices paid by farmers in Chengtling
rose abruptly owing to the urgent need
for fertilizers, farm implements, etc. in
April 1937 caused by the rapid apread of
American cotton,
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Prices paid by farmers in Hwangpe
shifted to a higher level since January
1937 owing to the newly imposed surtaxes.
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Prices in rural towns affected by local conditions

Prices in different localities fluctuated dissimilarly along the
general upward trend. The uniformity in the osciilation of the
prices paid by farmers in both Central and North China was,
however, very striking (tables 1 and 2, pages 382 and 383; figures
6-9, pages 390 and 391). These dlscrepancxes of the price ﬂuctua-
tions in different localities can only be attributed to the dissimilarity
of local conditions besides the crudeness of statistical methods and
the inaccuracy of the reports. :

Military expeditions and the subsequent Sian incident in
December, 1936, raised the price level in Hwa Hsien and Hwenshan,
Shensi, suddenly. Prices in these two places were abnormally
high as compared with other localities. After the incident was
over, prices received in Hwahsien dropped very quickly, while they
remamed at a very high level in Hwenshan due to drought.

‘Prices received by farmers in Chengting advanced impetu-
ously in April, 1937, because of the drought. Prices paid by
farmers there spurted still more rapidly due to the rise in the
prices of farm implements, fertilizers, etc., which were needed
and bought by the farmers in the spring. The rapid spread of
American cotton in Chengtmg stimulated the use of fertlhzers,
hence, enhanced their prices.

Newly imposed surtaxes on consumption goods, and the
trouble of water transportation in Hwangpe since January, 1937,
lifted prices paid by farmers there to a high ievel. The price index
advanced from 101 in December, 1936, to 121 in January, 1937.
After that the price movement there became similar to other
places.

Conclusion

Should the present war continue, the rising trend of prices
paid by farmers and the falling trend of prices received by farmers
would continue for some time. Farmers in surplus areas would
find difficulty in securing outlets for their products, while farmers
in deficient areas would have to pay still higher prices for their
purchases. Eventually all prices would rise because of depleted
supply and unavoidable inflation caused by war.

W. Y. Yang
Lu Sheng-hwai
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THE FLEXIBILITY OF PRICES IN CHINA

* Flexible’ prices are those that, during a deflation period,
decl;ne promptly. ‘Inflexible ’ prices decline later or more slowly.
During a period of advancing prices, ‘flexible’ prices increase
more rapidly than ‘ inflexible ’ prices.

In Western countries many prices are inflexible. - Debts,
wages, taxes, transportation and marketing costs cannot be scaled
down rapidly when the general price level declines. Retail prices
of manufactured goods thus decline less rapidly than wholesale
prices of basic commodities. Also, many corporations ‘administer’
the prices of their products, often maintaining them constant at a
high level for many months after the general decline begins. To
maintain prices is quite commonly regarded as a good business
policy no matter how much it may curtail the volume of sales.
The inflexibility of the prices of manufactured goods leads to
serious maladjustments of price relationships. After deflation,
basic commodities are too cheap in terms of manufactured goods.
Basic producers cannot buy. Producers’ costs for credit, wages,
taxes, transportation and marketing are very expensive in terms
of basic commodities. '

China’s economic structure is less complicated than that of
the West., This study was made in order to determine the
flexibility of prices in China and to consider this in relation to
the effects of inflation and deflation.

Rural and urban wholesale prices

A comparison can be made of wholesale prices in Shanghai
and in the market town of Wuchin (Wutsin), Kiangsu, which is
275 li (91.7 miles) to the west. Prices in Wuchin were no more
flexible than prices in Shanghai, although they showed a long term
tendency to rise relative to Shanghai prices (figure 1, page 396).2
If transportation and marketing costs had been relatively inflexible,
as in the United States, prices in Wuchin would have declined
more rapidly than prices in Shanghai during the deflation period,
and would have risen more rapidly during reflation.

A comparison can also be made of wholesale prices of food
in Tientsin and prices paid to farmers in the market town of
Chengting, Hopei, which is 450 li (150 miles) to the west. Prices
in Tientsin were almost as flexible as prices in Chengting (figure 2,

page 397).2

1 The index numbers of prices are simple means of relatives for the following commodities:
Wuchin: Rice, unhulled; Broad beans; Rice, glutinous; Wheat; Coccoons; Soybeans.
Shanghai: Rice, Soochow; Broad beans, Hankow; Rice, Changshu; Wheat, Hankow;

Cocoons, Wusih. .

2  The index numbers of prices are simple means of relatives for the following commodities:
Chenating: Wheat, sesame, millet. corn, yellow soybeans, white soybeans, green beans.

Tienisin: Red wheat, aesame, yellow miliet, white corn, yellow soybeans, white soybeans,
green beans.
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Wholesale prices in Shanghal were as flexible as prices treceived by farmers in Wuchin,
Transportation and marketing costs are comparatively flexible in China.
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City wholesale and retail prices

Index numbers of prices have been constructed for both
wholesale and retail markets in Tientsin and a comparison can be
made of yearly averages for the years 1926 to 1936.3 Retail prices
were as flexible as wholesale prices during both advances and
declines of the general level (figure 3, page 397). From 1930 to ~
1934 wholesale prices declined by 32 per cent; retail prices, by
30 per cent. From 1934 to 1936, wholesale prices advanced by
42 per cent; retail, by 41 per cent.
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FIGURE 2.—INDEX NUMBERS OF
PRICES RECEIVED BY FARMERS FIGURE 3--INDEX  NUMBERS OF
IN CHENGTING, HOPEI, AND WHOLESALE AND RETAIL PRICES
WHOLESALE PRICES IN TIEN- IN TIENTSIN, 1926 — 1936,
TSIN, 1926-1936 1926 = 100

1928 — 1530 = 100
Retail prices were as flexible as

Prices in Tientsin were almost as wholesale prices because the cost of die~
flexible as prices received by farmers in tribution was flexible.
Chengting.

8 The index numbers are simple means of relatives for:—

Wholesale prices: wheat flour, yellow corn, white millet, green small beans, yellow soybeans,
sesamum oil, sait, pork, mutiton. bee, coal, kervsene, cotton yarm (16 count}, cotion

varn (10 ecount), raw cotion.

Retail prices: wheat flour, Peiho corn flour, millet, green beans, soybean sprouts, Besamum
oil, salt, pork, mutton, beef, coul balls, kerceene, white native shirting, colored native

shirting, drilla.
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In Nanking, wholesale prices received by farmers at the
Chung Hwa Men market can be compared to retail prices paid
by consumers at the Peh Men Chiao market. Retail prices
followed the course of wholesale prices very closely (figure 4,
page 398).¢ In Nanking, as in Tientsin, costs of distribution were
very flexible. :
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FIGURE 5.~INDEX NUMBERS OF THE
COST OF LIVING AND WHOLESALE
PRICES OF FARM CROPS AND
BASIC COMMODITIES, SHANGHAI,
JAN. 1926—-JUNE 1937
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The coet of living has been as
flexible as wholesale prices of basic com-
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FIGURE 6.—INDEX NUMBERS OF THE
COST OF LIVING AND WHOLE-
SALE PRICES OF FARM CROPS
AND “ALL’ COMMODITIES, TIEN-
TSIN, JAN. 1926-JUNE 1937
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sof v The cost of living has been as

fiexible as the general price level but has
heen especially influenced by prices of
farm crops.
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4 The index numbers of both retail and wholesale prices are simple means of relatives for
foliowing commodities :— _ -
Rice, wheat, corn, broad beans, field pess, soybeans, green soybeans, green beans, red

beans, cow pess, grey soybeans, sesame, cabbage, soybean sprouts.
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The flexibility of tramsportation and marketing charges

._.Transpor‘.cation costs in China involve more labor and less
capital thax} in Western countries. The labor is not organised
but. highly individualistic and competitive. Workers unions and
freight rate committees play no significant part. Laborers’
expenses are chiefly for food and are thus more flexible than in the
West, where clothing, rent, taxes, education and health expenses
ma];e up a 1a1:g_er proportion of the cost of living. During a
period of declining prices, transportation costs therefore decline
comparatively promptly.

) Marketing costs other than transportation are also flexible
in Chm.a. The margin between city wholesale and retail prices
goes chiefly for the wages and profits of storekeepers. The system
o.f payment generally practised in retail stores ensures a very
significant flexibility. Much of the work is done by members of
the same family or by apprentices receiving only food and lodging.
For ordinary clerks, only a small part of the total costs are fixed
wages, the remainder being in the form of ‘bonuses’ which vary
directly with the profits for the year. Price agreements among
retail merchants are not unknown but generally there is complete
competition. |

In addition to the comparative flexibility of transportation
and marketing costs, the absence of complicated processing and
administratively set prices for branded and advertised goods allows
city retail prices to follow more closely the trend of wholesale
prices both during deflation and inflation.
The flexibility of the cost of living

Because, in China, retail prices of food follow wholesale
prices closely and food is by far the largest item in the cost of
living, there is much greater tiexibility in the whole price structure
than is possible under Western economic systems. - Index numbers
of the cost of living in Shanghai and Tientsin have been as flexible
as the general level of wholesale prices but have been especially
infiluenced by the movement of prices of farm crops (figure 5, 6;
page 399). In Western countries, the cost of living is less
flexible than the general level of wholesale prices and variations
in erop production have less influence than in China.

Prices of raw materials and manufactured goods

During the deflation period from 1931 to 1935 prices of
manufactured cotton goods in Shanghai and Tientsin declined as
rapidly as prices of raw cotton (figures 7, 8; page 400). In
Shanghai, steam filatured silk and silk crepe declined almost as
rapidly as dried cocoons (figure 9, page 402). Manufacturers’
margins must therefore have declined as rapidly as did distri-
butors’ margins. The actual costs of manufacturing by modern
methods in Tientsin and Shanghai could not have declined as
rapidly during this period. Industrial wages in Shanghai declined
by only 2 per cent from 1931 to 1934 (figure 10, page 402). Prices
of manufactured goods were, however, rapidly reduced because,
first, there was complete competition between modern mills and
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From 1931 to 1934, prices and the
cost, of living declined rapidly but indus-
trial wages remained comparatively un-
changed.
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filatures; second, there was competition in the interior with native
cloths produced by family labor; and third, large unsold stocks
would have accumulated if prices had been maintained higher
than the general price level. The reduction of distributors’
margins as prices declined made it impossible for some mills to
operate except at a loss. Some were closed. Industrial profits
declined rapidly from the high level of 1931, which was due to
a period of rising prices, to a very low level in 1935. Prices of
corporation stocks reflected this decline (figure 11, page 403).,5

Cornelusions

In China, the effects on general prosperity of a decline of
the price level cannot be attributed to the fact that farm and
wholesale prices decline more rapidly than retail prices and the
cost of living. China’s price structure is much more flexible than
that of Western countries which have a much more complicated
economie system.

‘The major effects of deflation in China are rather due to the
comparative inflexibility of debt charges, taxes, rents, and farm
and industrial wages. When prices decline, debts and interest
rates are mot correspondingly scaled down. In rural districts
interest rates may even increase since the demand for credit is
greater when farm incomes are reduced.® The burden of debts,

§ The index numbers of prices of commonlﬁmekl are simple means of relatives for:
Ewo Cotton Mills, Ordinary, Shanghai Cotton Manufacturing, Shanghai Land Investment,

China General Omnibus, China Engineering and Mining.
8 See Economic Facts No. T pp. 291-296, October 1837.
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large enough in ‘normal’® times, becomes so increased as to
threaten widespread rural bankruptcy. The purchasing power
of the farming population is reduced also because taxes and wages
remain comparatively high. They cannot buy as large a volume
of manufactured goods even though the prices paid decline as
much as prices of farm produce. Manufacturing companies suffer
because they cannot cut their costs as rapidly as prices decline and
the volume of sales is reduced. \ ;

The rapid advance of prices in China since November, 1935,
resulted in a very rapid improvement of conditions both in
rural and industrial districts. This was chiefly because a more
normal relationship between commodity prices and debts, taxes,.
rents, and wages was restored. Deflation from 1931 to 1934 had
had serious consequences because these items could be only slowly
reduced. Even though retail prices were much more flexible than
in Western countries, China suffered greatly from an increase in
the commodity value of the yuan from September, 1931, to October,

1935.
John R. Raeburn
Hu Kwoh-hwa

RELATION OF SIZE OF FARM TO UTILIZATION OF FARM
. LAND IN KAIFENG, HONAN

The land is utilized to supply man with food, clothing, shelter,
recreation and culture. The intensity of land use is not only
dependent upon natural factors such as climate, soil and topo-
graphy, but also upon human factors such as, race, habit, custom,
religion, and mode of living.

Utilization of farm land was studied in Kaifeng Hsien,
Honan, North China, upon one hundred farms. Most farms are
operated by owners. QOut of the one hundred farms, four are
operated by tenants and seven by part owners. All are located
in class II land area! on level land with loamy sand and silty.clay
loam soils,

The purpose of this study is to outline the present use of farm
land and determine its best and most efficient use in relation to
size of farm.

The average annual rainfall is 566 cm.2 The months of
highest rainfall are July and August. The winter is severely cold,
and the length of growing season about 236 days. Violent winds
in the spring constantly do harm to crops.

The average farm area per farm is 32.4 mow,® crop area 29.7
mow and crop mow area 41.9 mow. The number of persons per
farm family is 5.6 adult male units.

1 Land clasasification of 84 Hsien in Anhwei, Honan, Hupeh and Kisngsi, Department of
Agricuitura] Economics, University of Nanking. )

2 B.B. Chapman, the Climates and Regions of China, Department of Agriculbural Economica,
Univernity of Nanking. oo - .

8 One local mow = 1.1024 shih mow = 0.0785 hectnres.
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Use of Farm Land

Farm land is classified into eight groups: field crops, vegetable
gardens, fruit orchards, grave yards, rivers and dykes, ponds,
farmstegds and threshing floors. Field crops represent the
largest item in these eight groups, which on the average, amount
to 89 per cent of farm area (table 1, page 408). Farmsteads and
rivers, dykes, and roads, rank next, representing 3.3 per cent
each. Fruit orchards occupy 2.1 per cent of the farm area,
threshing floors 1.0 per cent, grave yards, 0.6 per cent, vegetables,
0.5 per cent and ponds, 0.2 per cent. '

. The farmstead area is 5.2 per cent of the farm area for small
sized farms as compared with 3.6 per cent for medium sized ones,
and 2.6 per cent for large farms. - It is evident that the larger
the size of farm, the more efficiently is the farmstead area used.

The percentage of farm area in rivers, dykes, roads ete. is
also greater for the group of small sized farms, than for both the
medium and large sized farms. Grave yards occupy 0.6 per cent
of the farm area in all three groups. From the standpoint of the
more efficient use of land, the enlargement of the size of farms
is probably one of the few possible remedies.

Seasonal use of crop land

Crop area is devoted to growing various crops at different
seasons. Summer crops are grown after winter crops, so that the
percentage of summer crops in the total crop area is definitely
related to the percentage of winter crops. In most cases, the crop
area in summer crops is less than that in winter crops.

The index of double cropping for the group of medium sized
farms, 154.7, is higher than for the group of large sized farms,
137.6, and for the group of small sized farms, 127.9 (table 2, page
408). The most important reason for this higher index may be
attributed to the better grade of land on the medium sized farms,
as the average land value of 28.0 yuan per mow (table 3, page
409) and crop index of 110.2, for these farms are much higher
than for the other two groups. The efficient use of crop area has
no relationship to size of farm, but it has a close relationship to
land value and the productivity of land.

The percentage of crop area in fruit crops is higher in the
group of large sized farms, 3.1 per cent, (table 2 page 408),
than 1.2 and 1.3 per cent for the groups of medium and small
sized farms, because farmers in the group of small and medium
sized farms are eager to have more food and non-perishable crops
for consumption and storage. :

Wheat is a very important winter crop. The percentage of
crop area in wheat in the group of medium sized farms is higher
than in either the small sized or large sized groups (table 4, page
409). In the group with better land, less land would be allowed
in the winter. Therefore there is a larger area of winter crops
and a higher index of double cropping. .. o

Foxtail millet, kaoliang, peanuts and sweet potatoes are
important spring crops. The percentage of crop area in foxtail
millet in the group of small sized farms is 3.6 (table 5, page 410)
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TABLE 1.—RELATION OF SIZE OF FARM TO THE USE OF LAND
100 farms, Kaifeng, Honan, 1937

$l E ZMeRUTFT ZH«HA MA-QBE T

Less than  FEpgh » () More than
fE B R Range 24.5 24.5-49.0 49.0 Average
Crop mow F
Average 17.9 349 758
R KX KB
Number of farms .....eceseetsavcarsnnens 33 36 31 100
MESH MEIM WMATH R ASK
mow percent mow percent mow percent mow percent
MIEHHE R
A:ﬁ of field CropPBs «coveievvcnrvavessonne 12.68 87.4 2218 90.2 5277 89.0 28.85 89.0
Zx B _
Vegetable gardeNs ...i:ecsiceansnsarsonas .08 N1 .06 2 35 3 16 B
Fruit OFCBATAS + - e v eonrncnrnranenerssocns 18 12 28 L1 165 28 .67 21
W &
Grave ¥arde ....cveessvaconansnsnsrvanns 09 6 .18 .1 .83 b 19 N
PLFTAS s
River, dykes, roads, €€, ...cvecsrarvaven .68 4.8 Rt} 2.9 1.86 3.1 1.06 33
b &
Ponds ..... e cenvsesanrErrenrenaraanun .00 R .00 K .20 -3 06 2
B &
Farmstead? .....v.cvcsveceaesvannssansvs B2 5.2 B8 3.6 1.55 2.6 1.07 3.3
- !
Thres.ing floors ....eevervrsrvonanassones a2 8 .31 1.3 .60 1.0 84 1.0
RRFER

Total farm arem ........c.evevevvisnsvns 15,66 100.0 24.57 100.0 §9.31 100.0 $2.40 100.0

WoR WHEAH-ARFKBUENMREZIMEYREZR G

TABLE 2.—RELATION OF SIZE OF FARM TO PERCENTAGE OF CROP
AREA DEVOTED TO VARICUS CROPS IN DIFFERENT SEASONS
100 farms, Kaifeng, Honan, 1936

#Hl B ZrMHeAMT ZPeAE WAOME T

Less than - More than
= Range 249 g.&:ﬁg 49.0 Average
Crop mow F
Average 17.9 34.9 5.6 41.9
R ¥ 3% H
Number of fRITNS ..ccuvservvvrsansusnnss 33 36 3 100
Bok Bo¥ Ao A
per cent per cent per cent per cent
i XETEY
Perennial crops (froits) ......ccvvevees 1.3 1.2 3.1 2.3
EfESy
wﬁ'z ffmp- ...................... wemue 3.2 56.1 40.5 43.7
WE W .
SPring Crops ...... wasassesnssrrarsensnas 65.4 42.7 56.4 54.0
Lk Ji ]
SUmMDIEr CIOPS .cvurerrvrarrasssrnrravoras 27.9 54.7 37.6 40.8
Mt (PAIRe) .
Total {(index of double cropping) ......-- 1279 154.7 137.6 140.8




as compared with 4.0 per cent for medium sized farms and 7.2
per cent for large sized farms. The larger the size of farm the
higher is the percentage of crop area in foxtail millet. The straw
of foxtail millet is a valuable feed for labor animals. The large
smed_farlp has a large number of labor animals, the demand for
foxtail millet straw for feed is high, therefore the percentage of
crop area in this crop is also high. :

The percentage of crop area in kaoliang and peanuts is higher
on small sized farms than on medium and large sized farms.
Kaoliang is a very important food crop. Its stalks are commonly
used as fuel and material for the construction of houses. Peanuts
are a cash and non-perishable crop and have a high labor require-
ment. The abundance of human labor and the urgent need of
food and fuel crops on small sized farms determine the growing

of these crops in a large percentage of the crop area.

B=F WERAH—-ABRFEBEEX/ A GEE XIS R
TABLE 3.—RELATION OF SIZE OF FARMS TO LAND
VALUE AND CROP INDEX
100 farms, Kaifeng, Honan, 1936

& 1 X EX%H fEpiR g ek miebs
Crop mow Namber of ., . .~ Land value
#fl#g Range 534y Average farms P ] per mow
w 4 4] A% pi

mow mow number per cent yuan
PG e LBl F Less than 249 .......... 17.9 33 98.3 19.9
:E . ﬂﬁﬂhu.s—m .................. 349 36 110.2 o 280
oA E More than 49 ........... 75.6 31 94.0 20.1
ZEY AVEFBZE ..vevvuiiiiscioiiasinsisaans 41.9 100 10L.3 22.2

BME WEHHE-ARRXREXPREFHEYRMEAOIRZEIE
TABLE 4.—RELATION OF SIZE OF FARMS TO PERCENTAGE
OF CROP AREA IN WINTER CROPS
100 farms, Kaifeng, Honan, 1936

OB THeAMT SpeAE MAOLLE T8
Less than e D More than Average

1k 4 & Range 24.9 24.9-49.0 49.9
Crop mow T 15
Average 17.9 34.9 75.6 41.9
gg{aﬁ Number _ot farms ..ccisnrcvnnas 33 36 31 100
Ao 0 AS%  Wa% AW
per cent per cent Per cent per cent
*x 2 BarleF .....ccccnesverncscoenssens 4.7 1.5 1.6 2.1
A 2 Wheat ...oooieemaimaroceroanniies 28.6 546 83.9 41.6
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TABLE 5.—RELATION OF SIZE OF FARMS TO PERCENTAGE
OF CROP AREA IN SPRING CROPS
100 farms, Kaifeng, Honan, 1936

' R oy ¢, * Y . Y '
#l & &{r&n? E.hﬁmn OBE gy

More than
& ¥ Wt Range 249 p2!;9—49(t;) 49.0 Average
Crop mow E &
Average 17.9 34.9 75.6 41.9
ﬁiﬁg Number of farms .......ccuvae 3% as 31 100
R4 A2 Ak H%
per cent per cent per cent per cent
#B{ECotton ..o .5 0.0 01 0.2
s Foxtail millet .........ociiiieanin, 3.6 4.0 7.2 5.8
#pPGreen bean ........iiiiiiiiia, 1.5 0.7 0.9 ) 0.9
;%&Kaoliang ........................... 20.4 15.8 185 18.9
AEgzPeanuls ......oiiiiiiiiiiiiiiiaiaa, 31.8 19.9 23.9 24.0
R F-Proso-millet (glutinous) ............ 0.0 0.0 0.5 6.8
4 J-Proso-millet (non-glutinous) ....... 0.6 0.0 1.4 0.9
FLSweet potato ....ivilaiiiiieeaiaaa 4.3 0.9 19 2.0
W ¢ Soybean, vellow ........cinvenunnnn 0.9 0.4 0.5 0.5
ﬁ* A ES Vegetables and carrots ...... L7 1.0 1.5 1.4
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TABLE 6.—RELATION OF SIZE OF FARMS TO PERCENTAGE
OF CROP AREA IN SUMMER CROPS
100 farms, Kaifeng, Honan, 1936

Mo oE AT s AE MA-OBE Py
Less than PO More than

fE R Range 24,8 24.9-49.0 49.0 Average
Crop mow E 5
Average 17.9 34.9 75.6 41.9
B3 Number of farms ............. RH] 36 3 100
"o R 4 B Haodt
) per cent per cent per tent per cent
M Black bean ......ivviiiiiiiiiiiina 0.0 0.0 2.2 1.3
BLECow pea ... .. i it 1.6 0.5 0.7 0.8
;]\* Foxtail millet . ... vevriinnnevnvonns 3.3 4.7 1.9 2.9
#% G Creen bean .....c.eiivriiiiianinns, 11.1 11.8 12.6 12.2
ﬁlp Proso-millet (glutinous) ............ 2.5 17.3 B.5 8.2
ﬂ—'FPmso—millet (non-glutinous) ....... 2.2 5.9 o0 3.6
*I’Sn'eet potato . ...cvniriainiiinnienan 18 31 3.5 3.1
ﬁ_‘g‘_Soybean, BYEENl ,,veivnserasrasnansns 0.0 6.2 0.8 0.5
ﬁ_‘ﬂ“"Soybean. vellow . .iuvvirrcranionnens 5.6 11.2 7.4 8.2

Most of the summer crops occupy a higher percentage of crop
area on the medium sized farms than on the small and large sized
farms (table 6, page 411). This is the result of the high percent-
age of the crop area in winter crops. The green bean is the most
important summer crop. The percentage of crop area in green
beans shows a direct relationship to size of farm.

Summary The percentages for non productive uses, such
as grave yards, rivers and dykes, roads, farmsteads and threshing
floors are higher in the small sized farms than the large ones,
That is, the larger the size of farm, the more efficient is the use

of the farm area.

The intensity of the use of crop area has no relationship to
the size of farm, but has a direct relationship to the crop index
and land value, that is, the higher the crop index and land value,
the higher is the index of double cropping. Because of the
abundance of human labor on the smail sized farms, peanuts
which have a high labor requirement, are grown in a larger area
than on medium and large sized farms.

Tsui Ruh-tsuin
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FIGURE 1.—INDEX NUMBERS OF PRICES OF AGRICULTURAL PRODUCTS SOLD AND
OF PRICES OF COMMODITIES PAID BY FARMERS IN SZECHWAN, 1910- 1934

1924 — 1928 = 100

Prices received by Iarmers were more erratic and rose and fell more rapidly than prices
paid by farmers. During the world war their movements were in opposite directions.
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FARM PRICES IN SZECHWAN 1910 — 1934

Sources of data

Data on farm prices in 15 hsien in Szechwan have been
co]lgcted by the Szechwan Central Agricultural Experimental
Station and sent to this Department for statistical analysis. This
study covers a very fertile part of Szechwan. Data are available
for a period of 25 years, from 1910 —= 1934, :

Method of compilation

_ Data of prices of agricultural products sold by farmers and
prices of commodities purchased by farmers are available. Unfor-
tunately the data are very scanty and they are sometimes not
available for quite a long period. They are only interpolated
when less than three months are missing. The general indices of
both prices received and paid by farmers are simple geometric
averages of prices of available commodities, The price index of
each commodity is the average index of price indices of all
localities, where such prices are available. Individual indices have
been compiled for several localities, where sufficient commodity

prices are available.

Prices of agricultural products sold by farmers

Prices in Szechwan had a rapid rising trend during
1910 — 1931 (figure 1, page 412). The main cause was the
falling value of silver, because Szechwan was also on the silver
standard, like the other parts of China.

Compared with prices in Wuchin, Kiangsu, Szechwan prices
rose more rapidly than Wuchin prices (figure 2, page 416). The
prices during 1910 — 1918 were especially low. The chief reason
for this was apparently the devaluation of Szechwan currency.

Since the prices were quoted in Szechwan silver dollars, the
changing value of the dollar would greatly affect the prices.
Before 1911, the siiver content of the Szechwan dollar was Kuping
$0.72, which decreased to Kuping #0.71 in 1911 and to %0.70
in 1914, After 1918 a large quantity of 50 cents silver dollars, of
denreciated content, had been coined. In 1926 there were 40
mints established by different military authorities and nearly 70
kinds of depreciated yuan were circulated. It was not until 1928
that the currency was unified. This unsteady period is unfor-
tunately the base period of our indices. All these caused the

prices from 1910 to 1918 to be relatively low.

In addition to this, Szechwan had an unfavorable balance of
trade as a result of the decreasing value of the Szechwan dollar
in terms of Shanghai currency. The exchange rate between
Szechwan and Shanghai was especially low during 1910 — 1911,
ranging from Szechwan F880 to ¥950 in exchange for 1,000
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Shanghai taels. From April, 1912, the silver embargo was in
fqrce for several years, and the exchange rate became higher and
h}ghgr. That is, the Szechwan dollar was growing cheaper. Be-
ginning from October, 1916, another new currency measure was
introduced. Silver was not allowed to be transported from
Chungking to the interior. The difference between Chungking
currency and that of the interior was one tenth. These monetary
changes largely explain the low prices during 1910 — 1911, and
the rising prices since 1913 and falling prices after 1915,

Furthermore, the supply of agricultural products was also
partly responsible. In the beginning of this period, the law of
anti-opium cultivation was strictly enforced. A large part of
land was therefore available for the cultivation of agricultura!
products, which caused the supply to increase. But later, the
anti-opium law was practically abandoned. This also explains
why the prices of agricultural products during 1910 — 1918 were
low.

In the year 1911, crops were good. Prices were therefore
especially low. In 1915 there was a drought. During 1917 —
1918 the harvest was again a good one. These conditions help to
explain the price movement during 1910 — 1918.

Szechwan prices kept on rising in 1931, while prices in
Whuchin fell precipitously. This was mostly due to the drought
in 1930 and the fatal inundation! in different parts of Szechwan
in the same year.

After 1931, prices in Szechwan also fell precipitously, due to
the rising value of silver, but not so rapidly as the prices in Wuchin.
This was again chiefly due to the currency changes. Since the
latter part of 1931 the exchange rate had risen sharply. In order
to check the out-flow of silver, the silver embargo was enforccd.
Szechwan currency was no longer on the silver standard. This
caused the prices in Szechwan to become higher than those in
Shanghai.

Prices began again to rise in the latter part of 1933. Then
the Communists invaded Szechwan in 1933 and crossed the Wu
river in January 1934. People were very excited and capital flew
out of Szechwan, amounting approximately to 30 million dollars.
The Szechwan dollar was still more devaluated in terms of
Shanghai currency. The year 1934 was also one of drought and
prices rose in consequence.

The price indices in different localities in Szechwan are shown
in figure 3 (page 417). It might be supposed at first that Szechwan
was divided into many political units. Taxes were not uniform,
transportation was difficult, the ban on the export of agricultural

1 Private report of Young Brothers Banking Corporation.
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1924 - 1928 = 100

They had the same trend in rising and falling, because their prices were both in silver.
Szechwan prices were reiatively low during 1910-1918 and continued to rise in 1981, while
Wuchin prices fell precipitously. If Szechwan prices were calculated in terms of Shanghai
currency, with 1928 as 100, the price relationship between Wuchin and Szechwan would be closer

in most years.
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products was frequently in force. Thus entirely dlfferent price
movements might have been expected, but figure 3 shows that
prices in different localities in Szechwan have shown nearly the
same trend, although not without temporary disturbances. It is
proved once more, that the value of money is the main factor in
determining the average price level. .

The exchange rate between Szechwan and Shanghai has been
available since 1927. 1If the prices in Szechwan were calculated
in terms of Shanghai currency, with the exchange rate of 1927 as
100, as shown in figure 2, the price relationship between Szechwan
and Wuchin was, for most years, closer than the relationship
between the different currencies, except during 1931.
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FIGURE 3.—INDEX NUMBERS OF PRICES OF AGRICULTURAL PRODUCTS IN WOOSUNG
(7 COMMODITIES), FENGTU (§ COMMODITIES), BISHAN (5§ COMMODITIES),
HOCHWAN (6 COMMODITIES) AND TUNGLIANG (5 COMMODITIES) IN SZECHWAN,

1910 - 1934
1924 - 1928 — 100

Although Szechwan was divided inio many political and economie unita during this period,
the average price indices had, in the long run, the same irend, although not without temporary

disturbances.
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Prices of commodities paid by farmers

.. The index numbers of prices of commodities paid by farmers
included only 11 commodities. The price of white cloth was only
avallable from 1915 and that of kerosene from 1923. This index
is !:herefore not so representative as a measure of average prices
paid by farmers. The index number of prices paid by farmers
had the same trend as that of prices received by farmers.

The index numbers of prices paid by farmers were less erratie
than those of prices received by farmers, because they were retail
prices, which rise or fall less rapidly than prices received by -
farmers. During 1910 — 1931 prices received rose from an index
of 40 to 139, while prices paid rose from 42 to 130. -

During the world war, prices paid by farmers continued to
rise, while prices received by farmers fell. This is the only
exception of significant duration of prices received and prices
paid moving in opposite directions. '

Depreciation of copper coins

The ratio between silver and copper coins was relatively
stable, although it was not without a slight rising trend during
1910 — 1925 (figure 4, page 418). The value of copper coins
was nearly the same in all localities, but due to the over production
of depreciated copper coins by different mints, under the auspices
of various military authorities, the copper coins began to depre-
ciate by leaps and bounds.  The value of copper coins was
different in different localities. This was probably because the
various coins were different in weight and their movement was
restricted. Most of the prices in Szechwan, even until recently,
were quoted in coppers. The prices did not respond to the
changing value of coppers as uniformly and as quickly in different
localities, therefore, the prices converted in terms of silver had not
exactly the same trend in different localities. This is also one
of the reasons why the farm prices in Szechwan show different
movements in different localities in the latter part of our study.

Wang Lien
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WHOLESALE PRICES IN CHUNGKING

The: importance of the Chungking market has been accen-
tuated since the paralysis of the Eastern ports. This is evidenced
]oy the floating in of outside capital, firms, factories and banking
Institutions. Hence the demand for a business barometer of a
scientific nature becomes increasingly urgent. Wholesale prices
were collected and index numbers were compiled by the Chungking
office of the Bureau of Reconstruction of the Szechwan Provincial
Government since January, 1937. Owing to the limitations of
personnel and funds, errors of different types were absolutely
unavoidable and the dissemination of this information was usually
delayed. It was the intention of this Department to compile a
reliable price index and to publish it as promptly as possible.
Arrangements were made for this Department to work in cooper-
ation with the Bureau. Past figures were checked. The following
is the first monthly report for January, February, and March,
1938, which was eompiled by Mr. H. T. Wen, of the Chungking
office of the Bureau of Reconstruction, and Mr. T. H. Lee of this

Department.

Owing to the difficulties of transportation, many imported
articles have disappeared from the Chungking market recently.
Sometimes it is even impossible to find a substitute for the making
of our index numbers. In this report for January, Fehruary, and
March, 1938, only 90 or 91 commodities are included instead of
92 as was prescribed in the beginning. Figure 1, page 377, shows
the general trend of wholesale prices in Chungking since January,

1937.
' ’ W. Y. Yang

Explanatory Notes for January, 1938

The general index of Chungking wholesale prices in January
advanced 11 points as compared with the previous month (table 1,
page 422). Fifty out of 91 commodities went up, 26 went down
and 15 remained unchanged (table 2, page 423).

Excepting the small amount of goods produced locally, the
main supply of goods for consumption comes from other ports.
mostly from Shanghai. Their prices are, therefore, deterlm_ned
considerably by the supply conditions outside Szechwan. Since
the outbreak of the Sino-Japanese war, the stoppage of transport-
ation along the lower Yangtze and the rapid increase of population
in this province have raised the prices of imported goods enorm-
ously and depressed those of exported goods correspondingly.

Out of these six groups, building materials and metals and
electric supplies advanced the most. Building materials showed
an increase of 24.2 points and metals and electric supplies 20.2
points. Eight out of nine kinds of building materials went up.
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1937 = 100
: SBR
M| o5 RE AR N BEE gpp 230N RN
Groups All com- Food Clothing Fuel and Meta.lﬁ- & Building  Miscel-
modities, light eleetric  yaterials  lanecus
supplies
" %
No. of 92 32 18 10 11 g 12
commodities )
1937

_.H Japuary ..... 93.5 985 92.8 94.6 ‘79.8 92.5 95.3
- H February .... 96.2 104.8 93.5 93.5 82.0 93.8 86.5
'_‘_-‘EH March ....... 96.7 105.2 93.4 93.5 84.7 92.9 97.6
Fqﬁ April ........ 87.9 100.8 95.1 94.9 92.6 4.9 105.2
FH May ......... 983 1045 96.4 92.2 86.5 945 10438
r H June ........ 98.8 106.4 86.6 85.3 83.0 95.2 104.2
_I:H July ......... 95.1 95.4 97.0 93.8 81.6 99.5 103.8
;‘\B August ...... 85.7 93.8 94.5 98.6 97.1 103.0 938.7
j‘_ﬂ September ... 103.1 95.0 112.1 99.1 127.9 98.2 9.7 -

October ...... 104.4 98.5 111.2 - 1077 . 1216 99.9 96.9
+ H November ... 104.0 97.6 105.4 110.9 122.3 1004 96.3
Eﬂ Decanber .... 98.3 93.2 108.1 117.8 133.6 111.4 86.0

1938

.__-H January ....- 109.3 01.4 114.2 122.3 153.8 135.6 93.4
:‘_E February esen 119.2 5.1 122.7 130.1 193.7 140.3 109.9
EH March ....... 124.0 96.1 130.4 133.6 216.8 idl4 1i8.9
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Tiles, board and lime recorded the.greatest gain. Their increases
from December, 1937, were all above 50 points, due to the strong
demand for new buildings as caused by the sudden increase in the
city population.

In the group of metals and electric supplies, insulated wire
advanced by 32.7 points and round iron by 6.2 points. The index
of the miscellaneous group advanced by 7.4 points. Seven out of
12 commodities went up, three went down, two remained
unchanged. Among those which went up from the previous month,
paper rose most remarkably. Both newsprinting paper and Moa
Bien paper advanced by more than 29 points. Others, such as
Chin Chee cigarettes and Ruby Queen cigarettes, advanced more
than 19 points on account of shortage of supply. Those that
dropped severely were Dan Kwei (Ligusticum acutilobum, S. ct.
L.) by 11.1 points, bristles by 5 points and wood oil by 4. 8 points.

Clothing showed an increase of only 6.1 points from Decem-
ber, 1937. Only 6 out of 17 commodities went up, but the
magnitude of the increase of these few commodities is astonishing.
Imported clothing materials as serges and tweeds advanced
enormously. Three kinds of woolen cloths advanced by more
than 45 points. There was not much change in the prices of
fuels except Tiger Brand matches which rose 38.8 points. The
food group was the only one which declined. The average index
dropped by 1.8 points. Salted turnip, which had been dependent
upon the markets along the lower Yangtze, fell by 31.5 points.
Kaoliang dropped by 13.2 points. The low demand for kaoliang
wine was probably the reason for this drop. Broad beans were
the only product in this group that advanced as much as 18.2
points. Fluctuations in the prices of other foodstuffs were com-

paratively small (table 3, page 424),

w—% RENEE-HRIAST B SBDREEARZLSE

‘TABLE 2.—-NUMBER AND PERCENTAGE OF COMMODITIES FOR WHICH
PRICES WERE HIGHER, LOWER OR UNCHANGED IN
JANUARY 1938 THAN DECEMBER 1937

: & G % #
" 7 Groups Total Higher Lower Unchanged

1t Aol
AW WP R K AN Wk A g

- 100 50 54.9 26 286 15 16.5

% " i General Index ......vuivune- 91

t ﬂ, Food .....icviivinncnisnnun a2 100 13 40.6 13 40.6 6 158.8
K ﬁ, lothing ...cvecimenisnnnus 17 100 G 36.3 q 41.2 4 23.5
m ﬂ, Fuel and light ........ e 10 100 5 50.0 3 30.0 2 20.0
&% ﬁtﬂ’ Metals and electric supplies 11 100 11 100.0 0 0.0 .0 0.0
g g ;H' ﬁ ﬁBuidling materials ........ 4 100 g 88.9 0 0.0 1 11.1
# ﬁ ﬁnnce]hnmu! ............. 12 100 T 53.3 3 25.0 2 16.7
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TABLE 3.—COMPARISON OF PRICE INDEXES IN JANUARY 1938
WITH THOSE OF THE CORRESPONDING MONTH OF 1937

M= AEN
, i M P Rak(—)
| Incresse (4} or
— _ decrease {—) =as
Group Z+t%—A iR B compared with
Jan. 1938 Jan. 1937 January 1937
d %  $iGeneral index ...oeeeenerunnnnns 100.3 93.5 [P_?_’ffs’
A ¥  MFoodstuff ..........e.iiiiiiiiinn 014 98.5 T ~T71
X ¥ HClothing .....ooovviniiiiiin... 114.2 92.8 421.4
#8 ¥ #5Fuel and light ....... feeveeeranae 122.8 94.6 +427.7
&R ﬁiﬁ. Metals & electric supplies ........ 158.8 79.8 +-74.0
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Explanatory Notes for February, 1938

The general index of Chungkineg wholesale prices in February,
1938, rose to 119.2, an increase of 9.9 points from January (table.
1, page 422). Slxty-mne out of 91 commodities went up, 13 went
down and nine remained unchanged (table 4, page 425). '

~_In the food group, green beans and broad beans declined
slightly; prices of fifteen other foodstuffs such as rice, wheat, ete.
went up; prices of rapeseed oil, kaoliang wine, and lard dropped
on account of the dull market. Salts went up; pork, soy sauce
and vinegar remained unchanged. The general index for food-
stuffs advanced from 91.4 in January to 95.1 in February. Within
the clothing group, woolen cloths remained unchanged due to
warmer weather; venetians declined slightly; other materials like
cotton cloths, cotton yarn, cotton and silk, Szechwan Brand, all
went up as a result of shortage of supply Hence, the average
index for clothing, went up from 114.2 in January to 122.7. The
index for fuel and light was 130.1 in February. As the weather
became warmer, the demand for anthracite was reduced and the
prices of these commodities sagged accordingly. Other fuels llke
kerosene o¢il and imported candles rose violently. :

All articles in the group of metals and electric supplies rose
in February. The average index for the group went up to 193.7.
Round iron and bamboo steel advanced the most owing to the
increasing demand for air defence buildings caused by frequent
Japanese air raids. The index of building materials went up
to 140.3. Lime and stones dropped; soft wood and cement, Szech-
wan Brand, remained unchanged; all others went up. The
mlocellaneous group went up from 93 4 in the previous month to
109.9. Cigarettes and newsprinting paper rose most violently.
Mao Bien paper went down; soap remained unchanged. :

HwHER AR EEWREE IR

TABLE 4—NUMBER AND PERCENTAGE OF COMMODITIES FOR WHICH
PRICES WERE HIGHER, LOWER OR UNCHANGED IN
FEBRUARY THAN JANUARY, 1938

® ar iscd - # 7

7] B Groups Total Higher Lower Unchanged

EH 7P HN ATE BR ToE HY dod
No. No. % No. % No. =]

o

ﬂ- i5 ﬁGeneral indeX .....iiiiiineas 91 190 69 .8 - 13 142 9 2.9
ﬁ ﬂ, ﬁ["oodstuff .................... 32 100 22 . 68.7 7 21.9 3 ) 9.4
K ﬁ, ClothiDE ....vcccrvenrsstnsse 17 100 13 76.5 1 5.9 3 17.0
m 1 Fuel and light .......¢ccicuas 10 110 8 . 80.0 2 20.0 0 ——

aﬁﬁﬁedﬂs & electric supplies ... 11 100 i1 100.0 [} —_— 0 —_
Eﬁﬁﬁ &Buddmg materials .......... 8 160 - B 556 2 22.2 2 22.2
ﬁ ﬁmscelhneous ............... 12 160 i0 83.4 1 8.3 1 8.3
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Explanatory notes for March, 1938

The gene?al index of Chungking wholesale prices in March
was comparatively stable. Compared with that of the previeus
month it onI.y advanced 4.8 points, but it was enormously higher
compared with the same period for last year (table 1, page 422).
Fifty-two out of 90 commodities went up in March, 20 went down
and 18 remained unchanged (table 6, page 428). -

Metals and electric supplies is still the group which advanced
the most. Owing to the increasing demand and short supply, the
index was 23.1 points higher than for last month. Within this
group, only nails fell 13 points, the others all rose, especially the
Oppel long bulb, which advanced 98.5 points as compared with
February, and was 152.2 points above the index for March, 1937.
Insulated wire rose only 39.1 points, but was 182.6 points higher
than for the same period last year. Flexible cord and lead wire
each advanced 48.7 and 23.1 points, respectively. .

The miscellaneous group rose 9.0 points, and with the excep-
tion of soap, which remained unchanged, all commodities were
higher than last month. Among these, newsprinting paper
advanced 6.4 points; Mao Bien paper 12.8; Dan Kwei (Ligusticum
acutilobum S. et L.) 16.9; Conioselinumn univitatum Turez 8.3
and wood oil 7.3 points.

The clothing group advanced 7.7 points. Sang-shia tweed
and Sang-shia cloth advanced 33.7 and 20.7 points on account of
a strong demand for uniform materials and thinner clothing as
the weather became warmer. '

The index for fuel and light rose 3.5 points, mostly caused by
the rising prices of imported goods. Matches, Tiger brand, rose
29.1; candle-crown 27.83 and kerosene 9.2 points. The National
Ministry of Economics is planning to transport Szechwan coal
products to Hankow for use in factories, thus price fluctuations
were somewhat limited. Building materials fluctuated slightly
this month, rising only 1.1 points. The three commodities which
rose somewhat higher were wooden boards, 7.4 points; tiles 5.9;
and stones, 4.8 points.

The general index for the food group remained unchanged,
only slight fluctuations occurring for different commodities. The
fall in the price of cereals this month was partly due to the weak
demand caused by the gradual outflow of population, but the main
reason was probably the Government’s abandonment of 1§he
business tax since April 1st. The rising price of kaoliang wine
caused the price of kaoliang to rise proportionately. The price
of white sugar rose owing to a strong demand, while Yunnan brick
tea advanced on account of a shortage of supply.

Lee Teh-hsien
"Wen Hsien-tsuin
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TABLE 5.—COMPARISON OF PRICE INDEXES IN FEBRUARY 1338
WITH THE CORRESPONDING MONTH OF 1937

L ey gt X
- (+) gl —)
| Index Increase (4) or
decrease {(—) as
Group SFEEZH ZFRHZH  compared with
Feh. 1938 Feb. 1837 February 1937
a 1§ ﬁGeneml INdeX  oueceercurncsvranna 119.2 96.2 (_I;_OI;;;)
ﬁ : ) Foodstuff ......niceiirirrinnnnnnes 5.1 104.8 — 8.7
X B HHCOhIng ..oovveiniiiiiiiiainns 122.7 93.5 + 29.2
m <! Fuel and Heght .....coicnivnnrnnnss 130.1 93.5 + 36.6
Sl R TI s Metals & electric supplies ........ 193.7 B2.0 +111.7
A% B BiBuilding Materials ..........0.. 0 140.3 98.8 <+ 46.5
MO M Miscellaneous . .......o.iiliiiaian 109.9 96.5 + 13.4

AR ZRERYREEZ RS

"TABLE 6.—NUMBER AND PERCENTAGE OF COMMODITIES FOR WHICH
PRICES WERE HIGHER, LOWER OR UNCHANGED IN
MARCH THAN FEBRUARY, 1938

£ . 3 - T

ﬁ B Group Totahi Higher Lower Unchanged

N ARE AN G0F B E0E B T0%E
Ne. % No. %o No. % No. %
# 8 P General index ............. 80 100 52 b57.8 20 22.2 18 20.0
t ﬁ, ﬁFood ...................... 32 ' 100 11 34.4 4 432 7 219
£ 4§ MClothing ........ooenrnnnns 17 100 16 882 1 59 1 59
ﬁ ﬂ ﬁFuel and light ............ 19 100 (] 60.0 2 20.0 2 20.0
&R ﬁt“ﬁﬂeﬁh and electric supplies 10 100 8 60.0 1 1040 3 300
E a ;Fj' ﬁ, ﬁBuilding materigls ......... 9 100 3 33.3 2 22.0 4 44.5
M M MiMiscellaneous ............. 12 100 11 91.9 0 0.0 1 8.3
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TABLE 7.—COMPARISON OF THE PRICE INDEX IN MARCH 1938
WITH THAT OF THE CORRESPONDING MONTH OF 1937

W RER
- O _(F)BReR(—)
M om Index Increrse (4 ) or
decrease (—) as
Group “FEESS  EHEFJ  compared with
March 1937 March 1938 March 1937
. (Points}
- -1 ﬁGenera.! INdeX vecrovvsvonivnonnsa 124.0 96.7 + 27.3
ﬁ *ﬁ. Foodstuff ....ccrveuivnanseennsanrsn 95.1 135.3 — 10.2
£ B Clothing ...c.vvivsacrnecncrrsosas 130.4 93.4 4 37.0
“m B Fuel 8and light ,..0cccvcviininnases 138.6 93.5 4 401
&d3RE Metals & electric suppliem ........ 216.8 B4.T -+132.1
Eg # ﬁBuilding Materisld ........couvens 141.4 92.9 -+ 48.5
B IH  JE{Miscellaneous .........civiaiinn, 118.4 97.6 + 21.3
F BB
X x #®
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