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FOREWORD 

Mr. Julean Arnold has rendered a great service to China and the Chinese people in preparing 
and publishing these strikingly instructive charts together with a very persuasive introduction under 
the title "Some Bigger Issues in China's Problems." These bigger issues are three in number: 

1. A system of economio transportation. 
2. Increase of individual .productivity through education and the use of labor-saving and 

labor-aiding mechanical slaves. 
3. Development by the individual of a sense of responsibility of trusteeship. 

These are the three main roads through which America has achieved her marked success and 
which, Mr. Arnold rightly believes, will lead China to free herself from the fetters of medievalism 
and find her proper place in the family of modern nations. 

These three issues are in reality only three phases of one fundamental problem, namely, the 
imperative need of a. physical basis for China's new national life. To put it in a. slightly different 
way, the fundamental problem facing China to-day is the immediate concentration of all attention 
and effort to usher in .a ]!h. . and mechanical civilization. As Mr. Wu Tse-hui, one of China's 
greatest thinkers to-day, has expressed in his most c aracteristic manner, .. We must throwaway 
our so-called 'classical heritage' for at least thirty years, and advocate the establishment of a 
dry-as-sawdust material civilization." Without this material basis, China can neither be modern, 
nor a nation at all. 

But this material basis will never be built up without a general realization on the part of 
Chinese leaders of its absolute necessity. What Dr, Sun Yat-sen termed" a psychological recon.1\ 
struction" must precede the material reoonstruction. But the psychological construction needed to 
herald the great work of national modernization must be something more fundamen~ than the 
philosophy that, while to know is difficult, to act is easy. Dr. Sun's philosophy aims at instructing 
the people to obey their leaders who have the intelligence to guide them. But this philosophy will 
fail in a situation where the blind are leading the blind and know not what they are doing. 

What is needed to-day, it seems to me, is a deep conviction which should amount almost to I 
a religious repentance that we Chinese are backward in everything and that every other modern t\ 
nation in the world is much better off than we are. We must know ourselves. We must confess that 
we are terribly poor and that our people are suffering miseries which justly horrify the civilized 
peoples. We must confess that our political life is corrupt to the core and that most of our homes 
are nests of crimes, of injustice, oppression, lynching, and suicide. We must see with open eyes 
that we are ruled by militarists who arose from banditry and from the scum of society and whose 
education and training never qualified them· to rule, and by politicians who have no livelihood 
other than politics and who are never regulated by any system of civil service. 

And for all this, we must have ourselves to blame. We have bound the feet of our women 'II 
for a thousand years and smoked OpllimIOr centuries, thereby greatly weakening the race I 
and polluting its moral fiber. And we have wasted the brains of our scholars by making them 
spend six long centuries mastering absolutely useless literary gymnastics· for competition in the 
examinations. And we have resisted all pressure for reform and modernization, even in the face 
of the grave danger of the country being partitioned among the Powers. We are only reaping the 
fruit of the sins of our fathers and of ourselves. 

Let us no longer deceive ourselves with self-complacent talks about imperialistic:: powers \ \ 
hampering our national progress and prosperity! Let us read the recent history of Japan and 
bury our conceit and self-deception onoe for all in shame and repentance. 
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And then, when we have fully and whole.heartedly repented, let us resolve, solemnly and 
religiously resolve, that we m'U8t learn. 

Let us remember that it does no discredit to a nation to learn from others. On the contrary, 
it is only great nations that learn. Greece learned everything from the older and contemporary 
civilizations. And China, in her glorious days, built up her great civilization by an extraordinary 
willingness to learn from all the races and cultures with which she came into contact. The modern 
Chinese orchestra, for example, contains almost no instrument that is not of foreign origin: such 
names as the pi-pa, the la-pa, the hu-chin, etc., bear eloquent testimony to the willingness of our 
forefathers to learn even from their barbarian neighbors. And for almost a thousand years China. 
had the greatness of heart to regard a foreign country as the" Western Paradise" and make the 
religion of Buddhism one of the national religions of her own land. 

And let us remember that it is a sure sign of senility and decay when a nation refuses to 
learn from others and hypnotizes itself with comforting reminiscences of its past glory and greatness. 
When China, in her younger days, was translating thousands of books from the Sanskrit and 
learning from India, not only her religion, but also her philosophy, literature, art, music, and 
architecture, decadent India remained totally impenetrable to the influences of Chinese culture. 
During a cultural contact lasting over two thousand years, India learned practically nothing from 
China, not even printing, which went from China through Central Asia. and finally reached Europe. 

Let us learn and rejuvenate ourselves! 
May these eloquent charts and warnings of Mr. Arnold's help to drive home this conviction 

necessary to any conscious and determined national policy of industrializing and modernizing 
ourselves at whatever cost and whatever risk! 

Hu SHIH. 
APRIL 1, 1928. 
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PICTURE the hard-working but poorly re­
warded farmer in the Wei Basin in the rich 
loess section of West China.. By his patient 

and intensive methods of cultivation, he is able 
under favorable conditions to produce from twenty 
to twenty-five bushels of whea~er acre (about 
two tan per mow). in this cradle of the Chinese 
civilization, his industrious forefathers for count­
less generations did likewise. When nature smiles 
on the Wei Basin, the more industrious the 
farmer. the larger his crop. But the larger his 
crop, the poorer the reward for his industry. The 
outlet for his surplus is limited to a range of but a 
few tens of miles. Thus he is easily confronted 
with an overproduction, hence low prices. On 
the other hand, if his crop is a. failure, he and his 
family are threatened with starvation, for he is 
unable to draw upon the surplus which other 
sections of his country may have produced. Thus 
he is a poor unfortunate individual in times of 
plenty as well as in times of want. 

By way of contrast, picture his more fQrtunate 
brother in the Dakotas in Western America. He 
produces~~p~ ILcre,_ but his total output is 
greater beca.use he operates over a. larger area.. 
With an abundant crop, he may not only look to 
the vast expanse of the United States for II. 

market. but he is also on the highway to the 
markets of. the outside world. On the other hand, 
if he is confronted with a orop failure, he may, at 
reasonabl.e costs, draw upon the surplus of his 
neighbors. near and far. 

Why is the poor Shensi farmer at such a. dis­
advantage as compared with his more fortunate 
brother in Dakota.! The soil conditions in the 
Wei Basin are even better than those in Western 
America.. Climatio conditions are equally good. 
Tile Shensi farmer and his family apply them­
selves most diligently,-in fact, work harder than 
does the farmer in Dakota.. The former is in 
many respects but little better off than is the 

aborigine in an almost inaccessible island, while 
the latter looks out over the highway of world 
trade and commerce. 

Within the past few decades, the modern flour­
milling industry has taken root in China. At 
present there are about one hundred sixty of these 
plants with an aggregate daily capacity of one 
hundred twenty thousand barrels, or about five 
hundred thousand bags. Scarcely a year passes 
but that these mills are not obliged to import some 
of their wheat from abroad. More often than 
otherwise, they are running on but a fraction of 
their capacity, while China is importing flour from 
America. While the disturbed internal political 
C9nditions present added obstacles to the securing 
of domestically grown wheat, yet these conditions 
will undoubtedly gradually improve. China grows 
enough wheat to keep all the flour mills in the 
country running at full capacity throughout the 
year, but only a fraction of this wheat can be 
gotten to the flour mills sufficiently cheaply to 
make it profitable for the mills to buy it. These 
mills are scattered over the country fairly weIL 
The principal center for the industry is Shanghai. 
Harbin, Tsinan, TientBin, and Hankow follow in 
the order named. 

Even were the Shensi farmer to present his 
wheat to any of these Chinese flour mills, they 
could not afford to take it, so long as they would 
be obliged to pay the transportation costs in 
getting the wheat to their mills. They could, in 
all cases, better afford to go to the Dakota farmel' 
and buy his wheat at the prevailing American 
market price a.nd transport it a thousand miles to 
Seattle, an additional six thousand miles across 
the Pacific, and several hundred miles up an 
interior waterway in China than to take the 
Shensi farmer's wheat as a. gift. Fort1lll&tely, 
there is much wheat grown in Chins which is in a 
more favorable location for the China floul' mille.rs, 
but unfortunately for these millers, they are not 
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assured of reasonably steady or adequate sources 
of supply from the wheat fields of their 0'YD 
country. 

The farmer in the Wei Basin is not in contact 
with water transportation and is about three or 
four hundred miles from a railway. To carry his 
w:heat over this distance of about one thousand li, 
he is obliged to follow in the footsteps of his 
ancestors of twenty or thirty centuries and use 
either pack animals or human beasts of burden. 
The one competes with the other, so the unit costs 
are the same. A coolie carrier in that section of 
China. will carry a. load of one picul (one hundred 
thirty-three and one-third pounds) a distance 
of fifty li (about fifteen miles) in one day for 
thirty cents Chinese silver. This appears, on the 
face of it, to be cheap transportation. It works 
out as upwards of one half a cent silver per pic..!!l 
per Ii. With the_usurious interest rates which 
obtain in China, the long time involved in this 
camel-like transportation means a considerable 

, interest charge against the capital in wheat which 
is thus tied up. This, combined with other 
incidental charges, brings the rate up to at least 
one cent per picul per li. 

Compare these figures with transportation costs 
by rail in America where the highest wage scale 
in the world prevails. The average rate over 
the American railway is one and one-tenth 
cents gold per ton per mile. The poor human 
beast of burden in China is about fifteen times 
as costly as the luxurious railway train inAmerica. 
In other words, an American railway will haul 
a tOn of wheat for what it costs to haul a 
picul the same distance via a human beast of 
burden in China. 

The Dakota farmer is about as far from Seattle 
as is the Shensi farmer from Shanghai. To get 
his wheat from Dakota to Seattle, a distance 
of about a thousand miles, the raiJway charges 
about twenty-three Chinese silv~r or Mexican 
dollars per ton. The steamship company will 
carry it from Seattle to Shanghai, a distance of 
six thousand miles, for about thirteen dollars, 
making a total of thirty-six dollars per ton 
from Dakota to Shanghai Adding to this sum 
the cost of transportation from the farm to the 
railway, which is done by motor truck and which 

represents a distance of probably less on the 
average than twenty-five miles, the total cost is 
a.bout forty dollars a ton. Even if it were 
forty-five dollars, this would mean the equivalent 
of three dollars silver a picul of one hundred 
thirty-three and one-third pounds. compared with 
seven dollars silver for hauling a picul of the 
wheat from the Wei Basin, a distance of about 
three hundred miles, to a railway. The railway 
freight charges, covering three hundred miles of 
line to Hankow, and also the river charges from 
Hankow to Shanghai, an additional six hundred 
miles, must then be added. 

In these calculations, we have not taken cogni­
zance of the numerous tax impositions that are 
exacted against commodities in transit in China. 
On some of the railways in China, the military 
and other taxes against goods in transit are 
considerably more than the freight charges. In 
the United States, there are no internal taxes on 
trade and no tax impositions againRt commodities 
in transit. 

The Hankow miller, who is only about six hun­
dred miles distant from the Shensi wheat fields, 
could also probably better afford to purchase 
the American wheat than to accept the Shensi 
grain as a gift, if he had to pay the cost of trans:­
porting the latter from the Wei Basin to his mill 
at Hankow. 

This unfavorable transportation situation is not 
confined to conditions as they exist in Shensi It 
is quite typical of the land communications in 
most of the oountry. The Chinese farmer is 
inclined to look upon the railway as a distinctive 
luxury. In reality, one of the greatest luxuries, 
which a very considerable number of the Chinese 
people are obliged to patronize, is the human beast 
of burden or the pack animal. To the Dakota 
farmer, personally conducted transportation for 
his wheat, even at the ridiculously low wage scale 
which obtains in China, would be the acme' of 
luxury-so much so, that he could not afford it. 
The American people are often spoken of as 
extravagant and wasteful Economically speak­
ing,. the Chinese are probably the most ex­
travagant and most wasteful people on the face of 
the earth; while, in many respects, the Americans 
are the least so. 
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If the cargo which is carried in one year on the 
American railways were placed on the backs of 
human beings, it would require eight hundred 
million able-bodied men, each c8.l"ljting a load of 
one picul (one hundred thirty-three and one-third 
pounds) a distance .of fifty li (fifteen miles) a day 
and working at least three hundred days out of 
the year. There still remains to be taken into 
account the one billion passengers which our 
railways ca.rry each year. Who would carry 
them? 

The construction of railways in Manchuria is a 
fair indication of the significance of the iron road 
to the economic prosperity of a country. Through 
this agency. the little soya bean has been able to 
make its debut in the channels of world trade; in 
fact, it threatens to relegate the products of the 
proud silkworm to second pla.ce in the category 
of China's exports. Following the construction 
of railways in Manchuria, as many as twenty 
millions of Chinese have migrated from other 
sections of the Chinese Republic into that land of 
promise. Yet; the railway lines, which have thus 
far been laid in the Three Eastern Provinces, are 
.but a fraction of what are needed to handle the 
demands of that great rich agricultural territory. 
Vast areas of undeveloped fertile lands in north­
west China also await the advent of the iron road 
to make it possible for them to open their gates to 
the hordes of hungry Chinese awaiting the chance. 

Tens of millions of people in the ages-old 
populated sections of China are not only cut away 
from trade relations with other regions of their 
own country but have not yet been brought into· 
commercial contact with the outside world, mainly 
because of lack of railways. Szechwan province, 
with an estimated population of upwards of fifty 
millions, is still without a mile of railway. Where 
else on the face of the earth is there a community 
of fifty millions of industrious people who can 
claim this unique but unfortunate distinction? It 
might almost as well be on the planet Mars so far 
as its commercial contact with the outside world 
is concerned. Thus the lifeblood of the Chinese 
nation flows in isolated veins unconnected with 
great central arteries. Is it any wonder that 
China has so long continued in a state of partial 
paralysis? 

If China's war lords, as well as those who are 
most active in nationalist propaganda, wanted to 
serve the greatest crying need of their country. 
they might well adopt the slogan .. Change one 
cent silver per picul per li to read one cent gold 
per ton per mile." With the rea.Iization of this 
slogan. the brigand soldier would find lucrative 
and secure employment in a productive capacity. 
the farmer would find new and more profitable 
markets for his surplus products. the flour and 
cotton mills would find economic sources of supply 
for raw material within their own country and 
a correspondingly larger and more profitable 
domestic market for their manufactured products. 
Likewise, labor would be in greater demand. hence 
command higher wages. 

It is difficult to conceive of political unity in 
China without at least the skeleton of a system of 
trunk railways. Whether this can better be 
developed under some arrangement whereby the 
various factions now struggling for control agree 
upon the recognition of a plan for regional or 
provincial autonomy with some sort of under­
standing regarding a loose federation, or whether 
the problem can better be solved in some other 
way, is not a matter upon which I ,!,ould venture 
to offer an opinion. I am merely trying to point 
out some of the fundamental issues in the better­
ment of the economic conditions of the Chinese 
people. Basically. China's ills are economio. 
Thus, little headway will be possible in improving 
the social and politioal conditions of the people, 
without attacking the great fundamental economio 
problems. 

Where is China to get the money to build its 
necessary trunk railway lines? Under the pres­
ent impoverished conditions which obtain in the 
country. railways should be laid on the basis of a 
maximum a.mount of line at a minimum cost, as 
was done in railway construction in Western 
America during the latter ha.lf of the last century. 
In the past, most railways built in China. were on 
the basis of the maximum of cost for the minimum 
of line. A railway should be made to pay its way. 
From the excess of its receipts over its expendi­
tures, betterments and extensions should be made. 

Railways, through the populated sections of 
China, are potential gold mines. Last year the 
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seven hundred miles of the South Manchuria 
Railway earned upwards of 60,000,000 yen over 
and above their operating expenses. The eight 
hundred miles of the Peking-lIankow line, running 
through the heart of China, could easily be made 
to earn much more than this amount, as they can 
carry full cargo both ways, whereas the South 
Manchuria Railway must carry thousands of 
empty cars one way. 

Instead of costing $100,000 gold per mile, 
railway construction in China should be done at 
less than half this amount. As for equipment, 
China should be able to purchase rolling stock 
more economically than has been the case in the 
past. For instance, in the United States, because 
of greater hauls, railways are now requiring 
heavier locomotives, with the result that good 
serviceable locomotives are being scrapped. It 
may be possible to purchase these used loco­
motives at probably one half or one third the 
cost of new ones. It would seem they might serve 
China's present needs admirably. Stations and 
other structures should be built on a substantial. 
but on as modest a basis, as possible, with the idea 
of more pretentious improvements later. when 
the roads are able to pay for them from their 
earnings. Furthermore. considerable extensions 
could be made from the earnings of the established 
lines, provided the revenues of the railways were 
retained for transportation development and not 
squandered nor diverted to other purposes. In 
the past, foreign interests in China often seemed 
to consider the railway as the objective in itself, 
rather than as a means of fostering the oppor­
tunities for increased trade, following in the wake 
of improved transportation. 

As for raising funds for railway enterprise, 
_ China could have constructed several tens of 

thousands of miles of railways, with the hundreds 
of millions of dollars that have gone into 
military operations during the p'ast few years. 
Instead, the country has but littie constructive 
to show for the vast expenditures made and the 
heavy taxes exacted during the past few years. 
In place of killing the goose that lays the golden 
egg, as has been going on with militarism rampant 
over the country, the goose should have been 
trained to lay tenfold more golden eggs and 

thereby provide vastly increased sources of 
revenue. 

When we consider China's seven thousand 
alongside of America's two hundred fifty thousand 
miles of railways. and also bear in mind that 
China is larger in area and population than 
the United States, then we may realize the 
handicaps under which the Chinese people must 
suffer through not having developed a better means 
of internal economic communication. Further­
more, the United States can boast of about three 
million miles of roads, one sixth of which are 
concrete base, compared with China's several 
tens of thousands of miles, of which but a few 
thousands may be described as good motor roads. 
The United States has twenty-two million licensed 
motor vehicles in operation compared with but 
twenty-two thousand in all of China, another 
significant contrast in transportation equipment. 

Chart 1, as appended, should accord the reader 
a fairly good idea of the density and distribu­
tion of China's population. It is worthy of 
note that the population has followed the lines 
of least resistance and developed its greatest 
densities along waterways. About six sevenths of 
China's population are concentrated in one third 
of its area. Considering the antiquity of the 
Chinese civilization, and the naturally industrious 
habits of the people, it seems almost unbelievable 
that vast areas of the country should still remain 
unsettled and undeveloped. In the lower Yangtze 
region, in what is known as the Yangtze Delta, 
we find within an area of fifty thousand square 
miles, that is, an area about the size of the state 
of Dlinois, a population estimated at forty 
million, or about eight hundred to the square 
mile. This is China's most densely populated 
region. Fertile lands and economic transportation 
account for this. In Shantung, in a similar area, 
there is an estimated population of thirty million, 
or five hundred to the square mile; while in Man­
churia, which comprises six times as much land, 
the total population is estimated at twenty-five 
million, or seventy to the square mile. It is not 
strange that, under these circumstances, and with 
the dreadful impoverishment which the natives of 
Shantung are experiencing because of the exces­
sive tax impositions made against them by the 
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militarists, nearly a million of its citizens are 
this year migrating into the Three Eastern 
Provinces, particularly so, sinoe new railway con­
struction is opening up new oppor~ties in the 
north to a pioneering farming popula.tion. 

This chart shows very conclusively that China's 
masses are poorly distributed. If China's eco­
nomic ills were remedied, the country's present 
population would not be excessive. A population 
map of the United States would show an interest­
ing contrast. Had it not been for the network of 
railways and roads which provided the United 
States with cheap transportation, the country 
would not have developed with the rapidity and 
progressiveness which have marked its history. 
If America had but seven thousand miles of rail­
ways, that is, the equivalent of China's mileage, 
its population to-day would be only a fraction 
of the present figures, and would be centered 
about the waterways and coastal regions, instead 
of being well distributed over the country. 

A properly organized system of uniform gauge 
railway transportation in a. vast country like 
the United States, in addition to facilitating the 
development of the country's latent resources, 
makes possible the utilization of transoceanic 
steamship facilities for bringing the nation into 
contact with the markets of the world. The 
steamship lines, which radiate from the various 
ports of the United States, are in reality water 
extensions of the American railways, making these 
ra.ilways far more effective economic agencies in 
the life of the nation than would be the case 
otherwise. With every additional ten thousand 
miles of ra.ilways in China, we may not only count 
upon the opening up of great stores of undeveloped 
resources but also additional facilities for contact 
with the outside world, hence additional water 
extensions to these railways. 

The construction of railways naturally involves 
the improvement of harbors and waterways so as 
to oonstitute a well-coordinated transportation 
unit. Telegraphs, telephones, post offices, roads, 
and air routes a.re all essentials to the success 
of modern transportation developments, and are, 
in a sense, adjuncts to ra.ilways. 

Some Chinese seem to labor llUlder the fallacious 
impression that, 'With the development of auto-

motive transportation, the railw~ys are no longer 
necessary_ Some have even ventured the sugges­
tion that China, with good roads and motor 
transportation, would be able to get along without 
additional railways. The bulk of transporta.tiou, 
in a continental country such as China, is heavy 
cargo. The freight on American railways is con­
stituted for the most part of coal, iron, grains, or, 
what is, in a word, described as bulk cargo. It is 
because of the cheap rates which obtaiu on this 
sort qf cargo that the average freight rate over 
the ra.ilways in the United States is as low as one 
and one-tenth cents gold per ton per mile. Motor 
transportation for freight, under the most favor­
able conditions, would probably average froi 
eight to ten times this amount. 

China must have its trunk lines. It is not con­
ceivable that the country could claim to be 
provided with sufficient railway transportation 
with less than one hundred thousand miles of rail­
ways. Motor roads will naturally serve as feedem. 
For freight transportation in China, native carts 
with wide-rimmed tires running over good roads 
will prove in most sections of the country, for 
some years to come, more economical than will 
motor vehicles. For human transportation and 
valuable cargo, where speed is an essential factor, 
the motor bus and the motor truck will find a dis­
tinctive place. 

Thus, one of China's outstanding problems, 
from an economic as well as a social and political 
viewpoint, is that of economic transportation. 
Those who really have the interest of the country 
at heart might do well to get behind a nation­
wide campaign to popula.rize railway and road 
construction. Railways and roads will not, how­
ever, constitute economic transportation unless 
they a.re operated in such a manner as to assure, 
to the public, rates calcula.ted on the basis of a 
minimum charge on a. maximum of trade. 

With the development of economic internal 
transportation, China will have then placed itself 
in a position to profit by what modern civilization 
has to offer in the scientific handling of a countrv'a 
natural resources. 

Chart 2, appended hereto, indicates in a. 
graphic way the contrasts between the economic 
and industrial developments of China and ths 
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economic society of the United States has pro­
duoed, the laborer is a director of mechanical 
processes and no longer a beast of burden or 
an illiterate coolie worker. 

Indicative of his increased effectiveness, which 
has been made possible through the labor-aiding 
devices, or mechanical slaves, is the success of rice 
production in California. Chinese laborers in this 
industry are paid five and six dollars gold a day, 
jet California rice is being shipped to Japan. 
Thus, in spite of the high wage scale which 
characterizes America, rice can be produced there 
at a cost making it possible to compete with rice 
grown in the Orient, even after paying the freight 
charges from California to Japan. Similarly, 
Californian grown oranges are extensively ~ar­
keted in the leading trade centers of China in com­
petition with Chinese oranges. In California, the 
orange grower rides about in his own motor car' 
sends his sons and daughters to college, a.nd enjoys 
the luxuries of a modern civilized society, while the 
Chinese orange grower, whose products should be 
in a more advantagecus position to command the 
domestic market, has a difficult time eking out 
an existence, even though his standard of living is 
pathetically low. The laborer in China should be 
educated to understand that the more mechanical 
aids and other agencies of a modern economic 
society that can be brought to his assistance, the 
greater will be his compensation. It is futile for 
him to strike for hours and wages out of harmony 
with his productive capacity. 

The comparisons as set forth in Chart 2 are 
made by adding the totals for China and the 
United States togethoc and representing the ratio 
which each bears to the whole. In making the 
comparison between the children of school age 
in the two countries, the total in America is taken 
at twenty-six millions, and the total in China 
at six millions. However, allowance must be 
made for the fact that, if China had the same 
ratio of children in public schools for its popula­
tion, instead of six millions in schools, it could 
claim from seventy-five to eighty millions under 
public instruction. 

The statistics as taken for China in connection 
with the various comparisons as presented are, 
in practically all cases, rough estimates only. 

They may be better described as educated guesses. 
It is only natural that, in a. country like China, 
whioh is now only emerging from a medieval into 
a modern economic oivilization, the idea of collect­
ing and compiling statistical data should be also 
at the inception of its development. Under the 
old order, there was no necessity for an economic 
census. With a modernly organized society, such 
a. census becomes a prime consideration. 

It is not intended to infer from this chart of 
comparisons that China will in all cases develop 
exactly as has the United States. Conditions are 
sufficiently different among the two peoples to 
make for enough difference in the problems which 
confront them, to warrant the Chinese working 
out the situation in a manner peculiar to their 
own requirements. However, the physical charac­
teristics of the two countries have so much in 
common, that one may expect with the applica­
tion of modem ideas and methods results may not 
be very dissimilar. 

It is primarily a question of increasing the pro­
ductive capacity of the individual. Instead of a 
fraction of one mechanical slave for each man, 
woman. and child, as at present seems to be the 
case in China, those who would have their country 
elevate its economic levels would do well to strive 
to give each member of their society ten to twenty 
times as many. 

The individual in this country should be raised 
from the status of a human beast of burdilli or 
illiterate coolie laborer to that of a director of 
mechanical processes. The West has nothing to 
fear from a modernly industrialized China;. in 
fact, such a China would be a ten- to twentyfold 
greater customer of Western commodities than is 
possible so long as the present low economic levels 
in this country persist. 

'Chart 3 shows, in a graphic way, America's 
comparative position in the world of industry and 
trade. It is interesting to note that, while in area 
the United States possesses but six per cent of 
the land domains of the earth and but eight per 
cent of the world's population, yet because of its 
wealth of natural resources, its well perfected and 
well coordinated system of economic communica­
tions, and because of its ability through its varied 
and extensive educational agencies to avail itself 
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of what mankind has had to offer in scientific and 
mechanical achievements, it has risen to a position 
of far greater proportionate prominence in the 
world of human accomplishments. 

There is an important" invisible factor which 
is an indispensable contributing cause to America's 
success in a productive sense. In changing from 
an individual to a corporate society, we are con­
fronted with a new conception of a man's relations 
td his fellow man. I recall an instance when, 
some years ago, a Chinese put up a considerable 
sum of money to meet the obligations of his 
brother who had failed in a business project in 
which this man was not an interested party. I 
asked him why he felt himself duty-bound to meet 
the obligations of his brother, when he had no 
legal connections therewith. He stated that the 
good name of the family was at stake, hence there 
was no other course of action possible so long as 
he was in a financial position to do so. This same 
man was at the same time a director in a private 
Chinese railway. The shares in this railway had 
been quite widely distributed among members of 
the Chinese community. Each of the directors 
took advantage of his place on the board to help 
his own financial position to the detriment of both 
the railway and the shareholders. In other words, 
where corporate had replaced individual respon­
sibility, the man, who had been very meticulous 

, in regard to his individual or family obligations, 
" failed to show an appreciation for his responsi­

bility as a trustee for a larger and less personal 
group. An obstacle of commanding significance to 
any efforts to establish among the Chinese a proper 
conception of the responsibility of trusteeship, is 
the nepotism which is associated with the Chinese 
family system. While, industrially, China. is not 
burdened with a system of government doles 
such as handicaps British economic society, yet 
the Chinese" family" doles, which assume varied 
forms, are so deeply rooted and so universal, that 
it will require herculean efforts to infuse in the 
Chinese mind the proper relationship between 
family obligations and the responsibility of trustee­
ship in a modern corporate society. 

The development of the responsibility of trustee­
ship is not by any means perfected in the Unit~ 
States. It has gone through a long history of 

education and legislative enactments which have 
helped to make it the effective agency it now is. 
Without a body of law and the machinery of 
judicial organization which have been evolved 
in the United States defining and regulating cor~ 
porate activity, the country would not have 
achieved the position it now occupies in the world 
of trade and industry. Human nature everywhere 
is weak. The more intricate and the more intel'­
dependent becomes the relationships of man to his 
society, the more necessary it becomes for society 
to institute safeguards which will protect it from 
those irresponsible or sinister acts of the individual 
which may be harmful to the proper functioning 
of that society. 

In government enterprise, in business and indus­
try, and in professional conduct, the success" of 
a modern civilized society depends in a large 
measure upon a proper appreciation and respect, 
on the part of the citizens of that country, for the 
responsibility of trusteeship. May I suggest, 
then, for the third slogan .. the development of 
a rightful appreciation of the responsibility of 
trusteeship" Y 

These, then, are the three fundamentals to the 
successful transition of China from a medieval to 
a modern economic, social, and political society: 

1. Economic transportation. 
2. The increase of individual productivity 

through education and labor-aiding devices. 
3. The appreciation by the individual of the 

responsibility of trusteeship. 
I hope it may not seem to be presumptuous 

on my part, if I called these the American 
.. San Min Chu I" (the people's three principles). 
They account, to a very considerable degree, 
for the very marked success of the American 
people. 

America has not by any manner of meaD!! 
achieved perfection. It has many problems which 
remained unsolved and is possessed of much that 
may be adversely criticized. However, it has 
achieved a considerable measure of success as a 
modern social, political, and economic society. 
It is because, in its natural settings, China. has so 
much in common with the United States, that, I 
take it, the developments in America are sugges­
tive of much that the Chinese may do with the 
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resources at their command. These two great 
continental a.rea.s also have many problems which 
are quite similar. They lie between much the 
same degrees of latitude, hence the·climatio and 
crop conditions are not greatly different. Ea.oh is 
possessed of a. grea. t central river va.lley or drain­
age basin. Shanghai, at the mouth of the Yang­
tze River, is in about the same latitude as New 
Orleans, at the mouth of the Mississippi. It is 
true that the United States is rioher in ooal 
and iron resources, but China also possesses much 
wealth in these fundamentals to a modern indus­
trial sooiety. 

That the Chinese are able suocessfully to func­
tion &8 a modem corporate society is evident from 
the striking instances of success which they have 
exhibited in certain modern business and in­
dustrial ventures. The modem Chinese banking 
institutions, the great department stores, such 
industrial and merchandising institutions as lead­
ing publishing and printing houses, flour mills, 
etc., are ample testimony to their ability, even 
under distinctly unfavorable conditions, to &8-

similate the ideas of modernly organized commerce 
and industry. The Chinese communities in the 
Philippine Isla.nds, the Straits Settlements, and 
the Netherlands East Indies are outstanding and 
important factors making for the success of the 
economic developments of those regions and 
indicate something of the possibilities in a.ohieve­
ment of the Chinese when living in a well-ordered 
environment. 

Students from China have been going abroa.d 
now for several decades, presumably to imbibe 
from the West those things which are calculated 
to be helpful to them in rea.djusting their own 
society to the new conceptions which the changed 
conditions in their country now demand. Fur­
thermore, numerous agencies, including modem 
schools and colleges, have been operating in China 
for some years past in efforts to train the Chinese 
people to understand the opportunities and re­
sponsibilities of a modernized society. Unfor­
tunately, too muoh of the Western education 
which the Chinese students have been receiving a.t 
home and abroad has been of an aca.demio rather 
than a practioal character. China to-day needs 

\\more masters of the farm, the factory, the railway; 

the business office, the trade organization, the law 
oourt, the hospital, and the" municipality, and 
fewer masters of arts and doctors of philosophy. 

The Chinese are now'in the midst of what is 
probably the most critical period in their entire 
history. To emerge from a medieval economic, 
social, and political society into a modern nation 
is naturally a tremendous task, especially so for a 
country of the area, population, and poor internal 
communications of China. It is to be hoped that 
the Chinese people may profit by the experiences 
of other peoples rather than be obliged to duplicate 
the mistakes and sacrifices that others have made 
in the solution of some of the similar problems 
now confronting China. Andrew Carnegie, one of 
America's most successful industrial leaders. once 
made the remark that he attributed his success to 
his ability to use other people's brains. The 
Chinese would do well to profit by the example 
of this canny Scotchman and not only avail 
themselves of the brains and experiences of other 
nations, but also those of the foreigners resident 
within their midst. 

China has nothing to fear from the possibilities 
of the colonization of foreigners in its coun­
try. Economically, no other peoples can com­
pete with the Chinese in such a manner as to 
make colonization by them in China. a practical 
consideration. Excepting the Japanese and the 
Russians, the total number of foreigners in China 
is considerably less than the number of Chinese 
resident in the United States, or in the Philippine 
Islands. 

China's major troubles are domestic or internal 
rather than foreign or external. With the solution 

-of its major domestic issues, the handling of its 
outstanding questions with the foreign powers 
should become comparatively easy. To attempt 
to solve its external problems or satisfactorily to 
adjust its relations with foreigners, before making 
substantial headway in dealing with its domestic 
problems, is like putting the cart before the horse. 
In attacking the domestic situation, I am not one 
Qf those who believe that destruction must pre­
cede construction. It is unfortunate that most of 
the slogans which have b_een popularized in China. 
during. the past few years have had more of a" 
destructive than a construotive significance. I 
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recall. when a boy in Sacramento, how deeply I 
was impressed by the scheme whereby a depart­
ment store continued to do business in a set of 
old buildings, while a new one was erected in its 
place. Business went on pretty much as usual, 
in spite of the fact that the old buildings were 
being torn down and a new one rising on the same 
spot. Naturally there were inconveniences and 
interruptions, but these were skiillully reduced to 
the minimum. The owners ~f the shop could not 
afford to close down while the old buildings were 
being scrapped and a new one erected in their 
place, nor could they afford to move elsewhere in 
the interval. Furthermore, much of the material 
in the old buildings was salvaged and used in the 
new structure. 

The ideas of some of the revolutionists in China 
seem to be to force business to close down while 
the old structure is being demolished. Can China 
afford to adopt this policy '1 Is there not much 
in the old that can be advantageously salvaged 
for use in the new? Certainly there is no other 
place to which the people of the country can move 
while the tearing down is going on. Would it not 
be a wiser policy to build the new around the old 
and gradually tear the old away, so that some day, 
when the new edifice is completed, the old will 
have disappeared almost as if by magic, and the 
new stand there in all its glory and radiance '1 
This is what the majority of Westerners in China 
would wish to see, for it would mean the most 
both to China and to China's foreign trade. The 
Chinese people would ultimately reap the major 
benefits. 

Out of China's present turbulence and chaos 
there must emerge some sort of modernized society. 
There is no reverting to the China of pre-twentieth­
century days. A changed sonial, political, and 
economic society is bound to supersede the old 
structure. China's walls of isolation are unable 
any longer to withstand the impact of ideas and 
institutions from without. This becomes increas­
ingly more and more apparent as the means of 
communications, physical and intellectual, in this 
little world of ours, bring peoples closer and closer 
together. 

It is more correct to define the changes which 
China is undergoing as modernizing rather than 

flwesternizing. A race of people, with a civiliza­
tion so ancient and so distinctive as that of the 
Chinese, cannot become Westernized. But the 
influences of modern science and of modern social 
political and economic organizations will result in 
the production of a modern China. These influ­
ences know no geographical limitations. They 
are not the property of anyone race or nation. 
They are the heritage of the human race. They 
are the composite resultant of the experiences 
of all peoples over all times. They represent a 
treasure house upon which all mankind is privi­
leged to draw. Those peoples show the greatest 
wisdom who take from this treasure house those 
things which are most suitable to their own needs 
and to the demands of their greater and higher 
advancement, avoiding as far as possible those 
things which may bring to them ultimate harm. 
Certain of these ideas are fundamental in that 
they apply to humanity in general. Some of these 
institutions may be ill fitted to the conditions 
obtaining in an environment essentially different 
from that in which they seem to thrive most 
luxuriantly. On the other hand, some may im­
prove with transplanting, while others may thrive 
in any sort of soil. In some cases, adjustments 
may have to be made to effect proper acclimatiza­
tion. In their final analysis it will remain for the 
Chinese to decide for themselves the nature and 
form of the modernizing influences best suited to 
the demands of their changing society. Observ­
ers in China are 80 close to the picture that they 
see its ugly daubs and often fail to behold it in 
perspective. A few decades hence, historians, in 
reviewing this period of China's history, will 
probably marvel over the progress made, in face 
of the seemingly insurmountable obstacles which 
confronted the nation. Some of the more strik­
ing phases of these developments which will prob­
ably stand out in relief are (1) the growth of a 
national consciousness, (2) the sudden collapse 
of a monarchy of several thousands of years fol­
lowed by the declaration of a republic, (3) the 
scrapping of a centuries-old stereotyped classical 
education and the acceptance of modem ideas and 
metqods in its place, (4) the inauguration of a 
literary renaissance, (5) the introduction of modern 
industrialism, corporate institutions, and modern 
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legal conceptions. The world generally is deeply 

interested, not only in the ways and means which 

the Chinese may elect to effect their transition, 

but also in the character of the resulta.nt civwa.­
tion to follow.' 

, In the above article, but little mention was made of the importance of political stability and sound ounency 
conditions in their relations to the solution of China'. problems. So much has already been written and spoken 
on these subjects and the Chinese are so thoroughly conversant with their 8ignificance to a betterment of 
conditions otherwise in their oountry, th .. t it seemed unnecessary to emphasize them any further. To the 
Chinese, it is not 80 much a. matter of what needs be done by way of achieving political stability and sound 
currency conditions as it is a question of methods of attaining these ends. These the Chinese will have to work 
out for themselves pretty much in their own w .. y. I have ohosen to accentu .. te in my article the economic 
aspects of China'. problems, believing that fundamentally most of Chin .. ·• ills are economio in chara.cter. My 
thesis has been built around three cha.rts especiaJIy prepared for the purpose. These are reproduced herein and 
embra.ce the following: (l) A Population Map of China; (2) Economic and Industrial Contrasts Between China 
and the United States; (3) America'. Position in World Trade and Industry. (J.A.) 
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