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A Proposal for Practical American Cooperation in China

e AMERICAN ASIATIC ASSOCIATION has recently given consider-
able thought to the present acute situation in China. The special
objective in view has been the formulation of some practicable plan
of action whereby American friends of China might helpfully cooperate to
hasten the process of transition through which the Chinese people are now
passing. In order to give concrete expression to its views on this problem,
the Association appointed the undersigned members as a committee to draft
a program and take such measures as might seem to the committee best cal

culated to aid in giving practical scope to American interest in China'’s eco-
-nomic amelioration.

The result of the further study by this committee is the following
statement which is hereby offered for consideration by those Americans
who are interested in this major aspect of China’s problem.

T he Basic Need of China, and Its Cause

The all-pervading impression received by a stranger travelling through
China is that of poverty, the vast masses of the most numerous people in
the world living only a little above the minimum of human existence. To-
gether with this impression comes the feeling of a resulting helplessness of
the nation as a whole. An excessive amount of the vital energy of the race
is being consumed in the struggle merely to exist. If poverty could be

ameliorated in China numerous other difficult problems would begin at
once to find their solution.

But what is the cause of this almost universal poverty? It is not a lack
of natural resources. China as a geographic entity is a rich country. Early
investigators may have exaggerated the extent of the country’s resources,
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but all will agree that these are adequate to place the Chinese people on a
comfortable living basis. Nor is the cause of so much poverty a deficiency
in the Chinese race. No people in the world work harder or live more fru-
gally. There is no lack of native ability and intelligence. China as the vast-
est single racial group in the world lives in ruinous poverty in spite of abun-
dant natural resources and a capable and intelligent population.

This may seem like an impossibility. It becomes intelligible as soon as

we visualize the contribution made to human welfare in the Occident by a-"

third factor added to the two already mentionec}ﬁ/tﬁé’éiﬁplicétion of scien-
tific methods to the exploitation of national resources by human labor. The
cause of the poverty which is China’s basic ill is her failure to employ scien-
tific methods in the application of human labor to natural resources, in pro-
duction and distribution.

T he Major Remedy

- If the population of China is intelligent, capable, and laborious, and
Nature has provided the necessary raw materials for the adequate support

of human life, poverty can be removed by modernizing the means employed
for the transformation of natural resources by human labor into the mate-
rials requisite to a high standard of life. If science can be brought to bear
as the mediator between labor and raw materials, the standard of living
will be gradually improved. Human life will take a different color. China
will be changed from a world problem to a world asset by the same appli-
cation of science to raw materials which has transformed the West.

This means, of course, that the pure sciences—chemistry, physics, geol-
ogy, biology, botany and the rest—arz needed and must be adequately ap-
plied in China as elsewhere. But it means much more fundamentally that
a rational science of economics must be applied. The pure sciences will be
of value to the Chinese people as a racial unit only when these sciences are
applied systematically to the solution of problems clarified by an adequate
understanding of the economic deficiencies of the nation and the economic
changes needed to overcome these dzficiencies. In other words, the main
remedy for the basic ill of the country must be a sound economics using
for its purposes all the other sciences. China must learn to produce the
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maximum harvests from her soil, the maximum output from her subsoil re-
sources, and the maximum of manufactured products at a minimum cost.
She must master the difficulties of transportation, of the distribution of
raw and finished materials. She must master the even more difficult probr
lem of the distribution of population, colonizing her sparsely settled areas
and relieving the pressure in the excessively congested regions. Such sur-
veys as have been made would seem to indicate that there is sufficient room
for a much larger population living on an adequate scale provided these
fundamental problems are solved. But this means that to save the situation
sound economics must be mastered.

eApplication of the Remedy . pef it
But this declaration remains a mere truism to any/bn/ei all familiar

with China unless we proceed to reduce the definition of the remedy to a
description of ways and means of applying it. How can a sound system of
economics be developed for the vast extent and multitudinous population
of China? Moreover, who knows what constitutes a sound economic sys-
tem for this huge population, still living in patriarchal ways long out of
date but still far removed in its actual desires and needs from the popular
tions of Occidental countries? The first step toward the application of the
economic remedy to China’s ill must be a frank confession that we do not
know just what economic system will prove at the present stage to be the

one needed.

In other words, the first step toward removing the basic ill of China
must be economic research—an inquiry into the actual economic condi
tions, a study of all the results of Western economic research and practice,
and the experimental application of one element or another from Western
experience to the argﬁoration of conditions in this Eastern land.

T he Concrete Versus the cAbstract

The inevitable tendency of modern education in China has been
toward the wholesale copying of Occidental theory and practice. Western
teachers have gone to an Eastern people carrying with them a sense of the
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great advance made by the Occident in contrast with the Orient. With all
possible goodwill they have endeavorzd to bestow upon China in the form
of theories and abstract information all the benefits of Western progress.
Chinese students have come abroad to learn the secrets of the West and
have returned to their homeland with their heads full of theoretical knowl-
edge. In economics especially has this failure to become concrete been fatal
to the best results. The picture of existing conditions held before the mind
of the student has been taken from the West and not from the East. The
theories of principles and methods have been developed out of Western
experience and ill adapted to meet the ignored or misunderstood Eastern
conditions. Scientific economic methods have not thus far been tested with
due attention to Chinese conditions and needs.

T he Passing Order

Eighty per cent of the Chinese people still live in villages—small
groups of mud houses surrounded by tilled fields. Although remarkable
methods of fertilization have been practiced by these “farmers of forty cen-
turies,” modern methods of crop rotation, seed selection and breeding and
other elements of scientific agriculturz are unknown. Moreover, most farm
units are so small as to render their cultivation by families wasteful of
human labor. Poor roads and lack of railways prevent relief by means of a
better distribution of population.

In like manner the village street shows these farmers exchanging their
products with craftsmen who use methods of manufacture practiced at the
time of Confucius. In the mud houszs the women still weave the family
textiles as these were woven in ancient times. The area of distribution is
highly restricted, variety of products limited, production stereotyped.

Credit facilities are unknown. Farmers forced to borrow are already
on the road to bankruptcy because of interest rates—as high as 36 per cent
a year.

In these country districts, education is still restricted largely to the old
Classical type of culture and is enjoyed mostly by a few sons of the gentry.
Education does not touch the problems of actual life, the conditions of
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over-population, lack of opportunities for remunerative productive work,
consequent low standard of living, absence of elementary comforts, grossly
unsanitary physical surroundings. The constant problem of the village—
which is China in miniature—is the rice bowl, and a slight change in rain-
fall means a threat of famine.

If any fundamental improvement is to be effected in China, this actual
situation of the whole country as illustrated in the typical village must be
made the object of study and experimentation with a view to gradual but
positive betterment.

eA Proposal for eAdtion

The natural center for a process of scientific inquiry and experimen-
tation is a university. Here exist the intellectual background and the requi
site accessories. If adequate measures are to be taken to investigate China’s
actual economic conditions, deficiencies, requirements, and the appropriate '
measures for altering her economic status, such an endeavor should be fos-
tered in close connection with an existing university.

Moreover, America is the logical country to give the needed impetus
to such an inquiry. America has gone further than any other country in
the general application of science to life, and especially the application of
science to business and industry. But American initiative in such an under-
taking in China must assure itself of Chinese understanding, approval,
and acceptance. Hence the logical center for this research would be an
American university already established in China, with an American-
Chinese faculty, and enjoying the goodwill of the Chinese people. Initiated
in close conjunction with such an institution of higher education, an ade-
quately planned School of Economic Research and practical experimenta-
tion would probably prove to be the instrumentality most directly calcu-
lated to begin the solution of China's basic problem.

Hence, it is proposed to establish such a School in conjunction with
the leading American university in China— Yenching, at Peking. The
School will be identified with the present department of economics of the
University but will extend much beyond this. All postgraduate studies and
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research will be directed from the special very practical point of view
presented above—not so much to learn Western economic theory and
practice, but rather in the direction of actually uncovering the economic
conditions of China and determining appropriate remedial measures. Ex-
perimental undertaking will be emphasized. In these, the unit for experi-
mentation will generally be the single village or group of villages, and the
objective will be to develop improved methods of production both agricul-
tural and industrial, better roads and means of transport, elementary sani-
tation, practical village schools, credit facilities, cooperative harvesting,
purchasing of supplies and sale of products. Whatever proves advanta-
geous in the village community may be extended to the district and
province.

The system of home and craft industry and of the local trade area
must yield place to some new type of economic order. At this transition
point, a knowledge of the development of the factory system of the West
must be associated with an understanding of the earlier Chinese system
and its present disintegration in order to guide the evolution in the right
direction and avoid the evils of a too rapid change.

Along with research by trained postgraduate students and specialists,
there will be ample opportunities for practical work by undergraduates
and also members of the community other than the student class. For those
who do not qualify for research work, the School will develop an extensive
system of vocational training.

~cAvailable Expert Direction

The initial study of this problem has been made with the counsel of
one of the best informed Americans recently returned from China, Mr.
John Earl Baker, for ten years adviser to the Ministry of Communications
in Peking, author of a striking volume, Explaming China. Mr. Baker is
deeply interested from long and intimate experience in such a plan for
cooperation as is here outlined. The imperative demand for his service as
director of the campaign for $10,000,000 for famine relief has temporarily
forced him to turn his attention to that acute problem, but it is expected
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that he will direct the initiation of this plan of economic improvement
when the funds required are available.

Associated with Mr. Baker will be the present head of the department
of economics at Yenching University, Professor J. B. Tayler. Professor
Tayler is known throughout China for his economic researches and for
the successful credit institutions widzly founded and fostered by him as
well as his initiative in the development of the cooperative movement.

The success of the plan would be assured under such leadership and

with the available competent Chinesz associates in teaching, research, and
experimentation.

T he R equisite SMeans

At its first stage of full functioning, the School would require an an-
nual budget of approximately $25,000 to cover the following items:

I American or British Head of the department of eco-
. $4,200

1 American Director of Field Research and Experi-

O I 1CS R

mentation..............4,200

3 Chinese teachers 6,300

2 Chinese Specialists in Field Research and Experi-

T T LA CEOTE et Uy i MRl FC e I i e B 4,200
2 Srident assistants . 1,300
B ViacCens [On = N A R 500
R R 1,000
General Expenses of research, including travel . . . 2,000

Stenographic and other office expenses . . . .. . 800

Publications . . .

$25,000

Although such a budget would later be required, it is proposed to
initiate actual work in the direction planned as soon as a minimum of
$10,000 is assured for the earlier stages of the program. The plan contem-
plates an increase of budget after two or three years of the initial stage of
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operations. Since, however, an adequate demonstration might not prove
feasible in the brief period of two or three years, it is proposed that the ini
tial budget be assured for a five-year period.

For the first five years, therefore, the budget proposed (subject to
expansion at the beginning of the third or fourth year) is as follows. This
is in addition to the present staff of the department of economics—one for-
eign and two Chinese professors.

1 American teacher to release present head of depart-

ment (Professor J. B. Tayler) for preliminary sur-

vey, preparation of bibliography, and detailed plan-

ning of work of School. (The service of Mr. Baker

would be sought as soon as available.) . . . . . $4,200

additional Chinese teacher to cooperate with present

staff and Professor Tayler in preliminary research . 2,100
ISt tha so15 Tam G I R R o e 600
[Eibranyiaccessions  wi i us v SRR 500
Expenses of research and initial experimentation, includ-

gitravel D EREE R 1,400
P B Cat1Om SR i e R B e 700
Stenographic and other office expenses . . . . . . 500

$10,000

It is the hope of those responsible for this proposal that ten American
men of affairs interested in China may be willing to pledge each $1,000 a
year for five years to cover the budget of the School at this initial stage.
This initial cooperation would, we believe, render possible a sufficient dem-
onstration to enable the School to secure a permanent financial basis in the
form of adequate endowment.




SCHOOL OF APPLIED ECONOMICS
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Yenching University, Feking, China

anvy believe that present assistance to 6hina in working out
s sound future i1s of the utmost importance. Assistance or advice,
through diplomatic or other political channels, offers 1little hope of
result, for it would not reach underlying causes. But it 1s clear to
many that practical results can be hoped for if economlc causes are
reached.

The Chirese themselves are seeking knowledge of economics,
but Western theory and practice are being studied. These are of lilttle
practical value. They do not meet Chinese conditions because they have
a form srowing out of and adapted to the advarced standards of the West,
whereas China, for the most part, is in a primitive economic stage.
Would it not be more useful to offer to these students the Western

ethod of scientific approach to economic problems rather than the fruit
of that rethod as grown in the West ?

The proPosal has been made to set up
a 8chool of Applied Economics by the "project method®. A “project"
would consist of studies in one or more villages, in which surveys
would be carried out; practical needs for the improvenent of the ec-
onomie structure ascertained; health economics, transportation, com=
munication, production, trade, credit, finance, insurance, taxation,
ete., studled not only objectively but in connection with the econom=-
ic history of other countries at similar and later stages. Filnally,
experiments wonld be made in actual improvenente.

Certain limited exuveriments along these
lines have already been tried in Chlna, have had marked practical ef-

-

fect and are being watched with such interest Dby prominent Chil-ese.

"hile Americans are interested primarily
in the pacification of China for sympathetic reasons, it is a fact that
any effort in China which encourages transportation, proper financial
methods and comminications, and tends to ralse the standard of living,
will have an effect upon the improvement of the Chinese market for
Western products.

Peking University, which draws atudents
from all parts of China, is willing to devote a portion of its facul=-
tv and facilities to the proposed project. The consideration of thig
subject at the 1 ncheon to which you are cordially invited should
produce some concrete proposals.

Respectfully,




APPLIED ECONOMICS FOR CHINA

BY JOHN EARL BAKER

For several years China's students in America hawe in large numbers
elected courses in economics, Similarly in China's colleges, where cpurses in
economics are offered, a large proportion of the students elect them, However,
foreign business men in Chine complain that graduates from these courses, whether
from Americe or Chine, do not show an aptitude for actual business. It has been
noted also that in very considerable numbers modernly conceived enterprises in
China have failed, with consequent loss of fortune te their backsrs. The result
of these losses, and of the oriticisms which have been offered, if that of late
the whole applicability of Western education, and of Western institutions in
China, has been seriously questioned.

No more than casual reflection is necessary for any observer in Chine
to realize that the courses in economics which have been studied by Chinese

students are those dealing with the theories, or courses dealing with the

deseoription of institutions, which have grown out of or are the result of the

advenced Western economic situation. China, on the other hand, is in a primitive
economic stage. Naturally an institution belonging to & country economically
sdvanced like the United States can be adapted to China only with great difficulty
or under exceptional conditions, And theories belonging to such institutions are
out of place in the life of a greater part of China todey.

But if the substance of Western economic life is not immediately
adaptable to China, the spirit of Western economiec study can be very useful, If

Western scientific methods of inguiry be applied to the facts of Chinese life, and




if the Western method of analytical study can be applied to the facts obtained
from such inquiry, Chinese graduates would undoubtedly be enabled to devise
improved methods which, both locally and on a larger scale, would have a
beneficial effect upon the condition of their countrymen.

The field of economics will undoubtedly impinge somewhat upon the
fields of sociology and political science. In fact, it would seem that the
induotive method of study in all three of these fields should proceed simul -
taneously. Hence it is proposed by Yenching University to establish a School

of Applied Economics, which shall be related, as may be possible, with the

schools of sociolegy end politieal science. The present courses in economici,

under the plan proposed, will be modified somewhat to emphasize inquiry inte
Chinese conditions. It is probable that textbooks of Vestern origin will need
to be superceded by textbooks wrivten especially for Chinese use, Undoubtedly
e great deal more will have to be made of the historical aspects of econemiec
development. A considerable research into ‘bibliogro.phy specially fitted for
this work is neocessary.

But an original departure seems required in the following feshion,
namely, during certain portions of the course classes in economios should be
taken into a country village, there maske a survey of oconditions, and from their
observations, as supplemented by their studies, devise improvements which seem
immediately precticable. Having hit upon some feasible project of improvement,
it would then became the duty of the class to so influence the leading elements
in the village that the necessary forces therein could be organized to the

extent necessary to effect imprevement.

Out of this method of teaching two results would be expected: First,




students would be fitted by education and inclination to become leaders of im-

provement projects in the communities in which their later active life happened

to be spent. Second, out of a series of class experiences there might be
formulated a general program of development for all China; a sequence for the
profitable appearance of the institutions which figure in modern progress.

The ultimate hope of such an educational departure should be a pro-
nounced improvement in the standard of living of the Chinese people. A further
result from this improvement would be & correspondingly greater interchange of

thought and goods between China and the outside world.
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SCHOOL OF APPLIED ECONONICS

YENCHING UNIVERSITY

General §'stement:

The school of Applied Hconomics has as its special aim ‘he
preparation of men who either as teachers or in other walks of lif'e desire
to give an impetus to the improverent of the stendard of living in the come
mubities where they reside. sStudents wiose health or whose personalities
do not f£it them rather especially for the task of leadership in small communi-
ties will be advised not to seleet this field of study.

It is expected that students enrolling in the schood of Applied
Ieonorics will remain in college to complete the requirements for the degree
of Vaster of Arts, lowever, candidates for the degree of Bachelor of Arts
moy eleot the courses prescribed for the School of Applied Feononics.

The preseribed courses in the sehoo! of Applied iconomics consist
of the usual formsl class room subjects unde  the head of economics, political
science, sociology, history, cte., supplemented by two vacation seminars,
one following the completion of the Junlor year of the college and the second
following the completion of the Senior year. These seminars will be held in
a selected village where the school will take up its residence for a period
of eight weeks.

Vacation seminar courses will yleld eredit to the student on

e basis similar to that by which credit is given for class room work. The

eight wecks, six days a week, under the hours preseribed will make possible

t e geining of ten credits toward a degreo.
s far as possible, the results of all surveys will be put inte

permanent form £o serve as laboratory meterial for later ciasses.
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SCHOOL OF APPLIED ECCNOMICS

Yii CHING UNIVERSITY

The outline for the courses of study for a School of Applied

conomics may be drawm up from several points of view, Firsf, it might
be conceived as an entirely new unit within the student body of Yenching,
but proceeding entire'y by the inductive method under the guadance of
separa’e instructor staff, much as the Keikeljohn experiment at the Unive
ersity of vwiseonsin., Secondly, it might be treated as purely & graduste
course, the purpose of which might be either to apply to Chinese conditions
the formal courses in ec-nomics elrendy studied in the classroom, or to pare
from such subjeots all of the materisl which has been found inapplicsble to
Chinese conditions, Before considering a third point of view & brief statee
ment of the dirficulties in the wey of these two plans may tend to elarify
one's ideas,

Vonetary limitations prevent the fou ding of an entirely separate
school i: whieh inductive economics studies could be pursued together with
& baleneing group of liberalizing subjects, such as history, c¢iementary
science, literature, ete. ete. The time required for movement back and forth
between campus and village praectically prevents students from pursuing studies
in history, literature, and other regular co lege courses on the campus ﬂnd‘
economice in the village. Furthermore, a great deel of time is required to
accomplish rerely the physieal work of gathering data for an inductive study.
This is especdally true when minds are immature end the student has no definite
idea of what he is looking for. Even adults find it diffioult to observe

in general,




A purely graduste School of Applied Heonomics would find itself
dealing with a group of students whose minds would have attained & certain
degree of maturity. This maturity would have been attaine&, however, by
the use of deseriptive, abstract, and theorebical studiecs entirely.
Experience so far 1s tothe ef ect that the habits of mind so scquired moke
it difficult for such students to “c-me down to earth® in a coldly eritical
feshion. in attitude of scholastic superiority accompanies this maturity
whieh would interfere seriously with the eff'ectiveness of the spprosc! to
the villagers by the student, Besides, the period of observation if eonfined
to the one year of graduate study offered is searcely sufficient, Hence
it appears that a third plan may be worth consideratton,

The third plan smccepts the first three years of undergraduate
study as now offered, except as certain prescribed courses and the required
grouping of e’'cetives modify the nlternetives open to students in other
courses. ‘ut during the vacation followi:g the completion of the Junior
(third) year a seminar lasting for eight weecks during whieh the student will
give his entire time to economic end related courses is prescribed. A
similar vaeation cou-se immediately following his graduation is also required.
Credit is to be given for these seminars on the smme bagis as thal for classe
room work. &iecssions will be held six days in the week, snd es & result it
will be possible for the student to carn ten eredits for esch session of
eight weeks., One of the courses prescribed for the Junior vecation seminey

is & villags survey in connection with which formal instruction in economies

and social statistios will be given. One of the advantages of the third

plan is that this survey will put at the disposal of the Senior class & considera-
ble quantity of first hand information useful in connection wit:: the Pormal

ciess room courses prescribed for the Senior yeer in college.




SCHOC:. OF APPLIED ECONOMICS

YELCHING UMVaEsITY

Frescribed Cours:s
In other flelds
Crede Crode=
o, Hame its N Hame Hame ite

sugrested _lectives

In Cconomics

First Year

11«12 Descriptive Lo. History of

Civi'ization

Gen.Soelology

Second Year

156 Life Insursnce
146 Transportation

15-16 Business Admin,.

Geography

Chinese sHocial

Pol.bcience
Bookkeeping

Public lleslth

Yed.s0c.8erv
Comnun ty Probe

113=4 louney and Banking Froblem

Vacation Seninar

117-8 Statistics mnd
Survey
132 Foreign and Dom,
Trade
146 Marketing Lectures
{Agriculture)

Fourth Year

115«-6 Growth of Leome
ocreey in snglend

13«14 principles

Vacation Seminar (Graduate)

128 Rural lconomies 3
141=-2 rublic Finance 6
Promotion vork 1

Greduste Year

Promotion vork { in lieu or together with Thesis)

203=4 PFres Le.rrobe 4 123-4 pPublic idmin, 4 121=2 tmn.Govt.
129-30 Accounting 6
56 21

It is expected thet the prescribed courses in thc second and
third yeers will moke use of as much local data =8 possible after
- same is made available by surveys.




SCHUOL OF ArPLIED BCONCKICS

YiNCHING UYIVERSITY

SURVLY
T bt N

1. Population and Property

fe Map village snd assign subdivislons for survey

(The approach to the village 80 as to muke pocsible the
obtaining of correct information must be attended bo
by the authorities of the school bef re the survey is
attempted)

Collection of pata

i, liousing, kind size, eto.

ii, Persons, relationships, nges, ete,
jii. Land and tenure

ive Animuls, toois, ete.

ce Compilation of dats

i. Totmls
ii. Averages, percentagesy etce
iii. Methods of presentation; tebles, graphs, diagrams

Production

a. Crops (Collection, c-mpllation, presentation, ete.
be llandicrafts

¢. Industry (if any)

Consumption

as Diet - llome produce, pur:hases
be Clothing ditto
¢ Shelter ditto
de Coniforts ditto

ARD TRANGPURTATION

Local Ixports

2. Objective

i. Use
ii, Dvestinetions
iiie loutes
ive lethods of Transport




I - 1. Loeal Exports (Contd)

be Frofits

i. FProduction costs
ii. Transportation costs
1ii. Other costs
ive Competition
v. Possible reduction of costs

Local Imporis
a. Sources

i. Usual locelity

iie lMethod of transport
§ii. lMethod of production

ive Various cost factors

ve Alternative sources, at a distence
vi. oubstitutes

be Possibilities of liome rroduction
Rew malerials
Hachinery

t %
8kill

BOLNOHMILS

vorbidity statistics of village

kelationg of morbidity to age groups, occupations, housing

Lo8ses by disease, deaths, costs, etce

pesible sourccs of infection

BAlKING

'ﬁnney

@e osurvey of coins, bills, ete. to be found in village

be ieculicrities in locsl currency

Uredit

e S

ae Locel conditions

1. ODistribvution »f wealth
194 xternt and eause of debt
1iie Intorest vates




Credﬁﬁ.(Contd)

be Loenl institutions

Pavm shops
Banks
Cooperative credit societies

ATION AMD PUBLIC FINANCE

e s S

Survey of village, direct taxation

tax collectione, kinds, amounts
b. Disbursements, purposcs, costs, ete.
¢. Instrumentelities for contro

Tndirect taxation sffecting villuge

f. ‘m exports from village
be On imports to villnge

c. O(o0llecting agency,




Suggested Daily rrogrem for Vacation Seminar

breaskfast
14GO Surveys
11400=12.00 Asrrenging end reporting on date collected
12415 luncheon
reading and textbook study
Tabuletion under surervision, or reeding eand study
Hecreation
supper
Pirst seninar period

2680

It is left to the instructors in charge to arrange whether
aubjects shall be trested onme hour each evening or two hours alternate

aeveningse




DEPARTMENT OF APPLIED ECONOMICS AND BUREAU OF ECONOMIC RESEARCH

YENCHING UNIVERSITY, PEKING, CHINA

SUBSCRIPTION SHEET

With a view to the establishment and maintenance of a
Department of Applied Economics and Bureau of Lconomic Research
in Yenching University, Peking, China, under the general direction
of John Earl Baker, C. E., and, in consideration of the securing,
by representatives of Yenching Univeréity, of gifts from others
for this purpose, we, the undersigned, hereby severally agree to
pay to E. M. MckBrier, TREASURER, at 150 Fifth Avenue, New York,
N. Y., the amount set oprosite our respective names, annually,
for flve years beginning in 1928, payment each year to be on or
before the date indicated opposite the amount subscribed or in
no case later than December 1 of each year during which this sub-
scription is valid.

It 1s understood and agreed that these subscriptions
of the undersigned shall not be binding unless the total pledged
enables the University to begin the work described above during

the auvutumn of 1928. .

SR —

Address Amount Subscribed gDate For Payment
Per Year For Five years In Each Year




THI YENCHING SCHOOL OF APPLILD ECONOMICS

A Proposal for Practical American
Cooperation in China

The Hasic Need of China, and Its Cause

The all-pervading impression received by a stranger trevelling
through Chine is that of poverty, the vast nasses of the most numerous
people in the world living only & little above the minimum of human
existence., Together with this impression comes the feeling of & re~
sulting helplessness of the nation as a whole. An excessive amount
of the vital energy of the race is being consumed in the struggle
merely to exist. If poverty could be ameliorated in Chine numerous
other difficult problems would begin at once to find their solution.

But what 18 the cause of this slmost universal poverty? It is
not a lack of natural resources., China as a geographic entity is a
rich country. BEarly investigators may have exaggerated the extent
of the country's resources, but all will agree that these are adequate
to place the Chinese people on a comfortable living basis. Nor is the
cause of so much poverty a deficiency in the Chinese race. No people
in the world work harder or live more frugally. There is no lack of
netive ability and intelligence. China as the vastest gingle recial
group in the world lives in ruinous poverty in spite of abundant re-
sources and a ocapable and int-1lligent population.

This may seem like an impossibility. It becomes intelligible as
soon as we visualige the contribution made to human welfare in the
Occident by a third factor added to the two already mentioned, and
realige that this factor has been lacking in China,- The application
of scientific methods to the exploitation of national resources by
human labor. The cause of the poverty which is China's basic ill
is her failure to employ soientific mcthods in the application of
human labor to natural resources, in production and distribution.

The Major Remedy

1f the population of China is intelligent, capable, and laborious,
and Neture has provided the neceasary raw materials for the adequate
support of human life, poverty can be removed by modernizing the means
employed for the transformation of natural resources by human labor
into the materiamls requisite to a high standard of life., If science
can be brought to bear as the mediator between labor and raw materials,
the standard of living will be gradually improved. Humen life will take
a different color. China will be changed from a world problem to a
world asset v the same application of science to raw materials which
has transformed the West.
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This means, of course, that the pure sclences--chemistry, physics,
geology, biology, botany and the rest--are needed and must be adequately
epplied in China as elsewhere. But it means much more fuidamentally that
e retional science of economics must be applied. The pure soiences will
be of value to the Chinese peopie as a rasial unit only when these
gciences are applied systematiocally to the solution of problems clarified
by an adequa‘e understanding of the economioc deficiencies., In other words,
the main remedy for the basic ill of the country must be e sound economiocs
using for ils purposes all the other sciences. China must learn to produce
the maximum harvests from her soil, the maximum output from her subsoil
resources, and the maximum of menufactured prodicts at a minimum cost,

She must master the difficulties of transportation, of the distribution of
raw and finished materials. OShe must master the even more difficult problem
of the distribution of population, coloniging her sparsely séttled areas and
relieving the pressure in the excessively congested regions. CSuch surveys
as have been made would seem to indicate that there is sufficient room for
a much larger population living on an adequate scale provided these funda-
mental problems are solved. But this means that to save the situation

sound economics must be mastered.

Application of the Remedy

But this declaration remains a mere truism to sny one at all familiar
#with China unless we proceed to reduce the definition of the remdy to a
deseription of ways and means of applying it. How can a sound syvstem of
economics be developed for the vast extent and multitudinous population
of China? Moreover, who knows what constitutes & gound economic system
for this huge population, still living in patriarchal ways long out of
date but still far removed in its actual desires and needs from the
populations of Occidental countries? The first step toward the applice-
+ion of the economic remedy to China's 11l must be a frank confession that
we do not know just what economic system will prove at the present stage
to be the one needed.

In other words, the first step toward removing the basic 111 of China
must be economic research--an inquiry into the actuanl economic conditions,
a study of all the results of Western economic research and preactice,
and the experimental application of one element or another from Western
experience to the amalioration of conditions in this nastern land.

The Concrete Versus the Abstract

The inevitable tendency of modern education in Chine has been toward
the wholesale copying of Occidental theory and practice. Western teachers
have gone to an Fastern people carrying with them a sense of the great
~dvance made by the Occident in contrast with the Orient. "ith all
possible goodwill they have endeavored to bestow upon China in the form
of theories and abstract information all the benefits of VWestern progress,
Chinese students have come abroad to learn the secrete of the West and
have returned to their homeland with their heads full of theoretical
knowledge. In economics especially has this failure to become concrete
besn fatal to the best results.




The piocture of existing conditions held before the mind of the student
has been taken from the "est and not from the Bast, The theories of
principles and maethods have been developed out of Western experience and
311 adepted to meet the ignored or mésunderstood Lastern conditions.
Scientific economic methods have not thua far been tested with due
attention to Chinese conditions and needs.

The Passing Order

Lighty per cent of the Chinese people still 1ive in villages--small
groups of mud houses gurrounded by tilled fields. Although remarkable
met ods of fertili.ation have been practiced by these "parmers of forty
centuries”, modern methode of crop rotation, aeed selection and breeding
and other elements of scientific agriculture are unknown. Moreover, mo st
farm units are so small as to render their cultivation by families waste~
ful of human labor. Poor roads and lack of reilways prevent reliefl by
means of & better distribution of population.

In like manner the village street shows these farmers exchanging
their products with craftsmen who use methods of manufacture practiced
at the time of Confucius., In the mud houses the women still weave the
family textiles as these were woven in ancient times. The arce of
distroution is highly restrioted, variety or products 1imited, Production
stereotyped.

credit facilities are unknown. Farmers foroed to borrow are already
on the road to bankruptey because of interest rates--as high as 36 per
cent & Jjear.

In these country districts, education is still restricted largely
to the old Classical type of eulture and is enjoyed mostly by & few
sons of the gentry. rducation does not touch hhe problems of actual
1ife, the gonditions of over-population, lack of opportunities for
remunerative productive work, consequent low standard of living,
absence of elementary comforts, grossly unsanitary prysical
surroundings. The constant problem of the village=--which i8 China
in miniature--is the rice bowl, and a slight change in rainfall
means a threat of fanine.

If any fundamental improvement 18 to be effected in China, this
gotusl situstion of the whole country &s jllustrated in the typieal
village must be made the dbdect of study and experimentation with a
view to gradual but positive betterment.




whe
A Proposal for Action

The natural center for a process of scientific inquiry and experi-
mentation i# a university. Here exist the intellectual background
and the requisite accessories. If adequate measures are to be taken
to investigate China's actual economic donditlons, deficiencies,
requirements, and the appropriate measures for altering her economic
status, such an endeavor should be fostered in close connection with
an existing university.

Moreover, America is the logical country to give the needed impetus
to sueh an inquiry. America has gone further than any other country in
the general application of science to life, and especially the application
of sclence to business and industry. But American initietive in such an
undertakine in Chins must assure itself of Chinese understending, approval,
end scceptance. Hence the logical center for this research would be an
American uiiversity already established in China, with an American-
Chinese faculty, and enjoring the goodwill of the Chinese people.
Initisted in close econjunction with such an institution of higher
education, an adequately planned School of Economic Research and
practicel experimentation would probably prove to be the instrumentality
most directly cmloulated to begin the solution of China's basic problem.

Hence, it is proposed to establish such a School in conjunction with
the leading American university in Chine--Yenching, at Peking. The
Sehool will be identified with the present department of economics of
the University but will extend much beyond this. All postgraduate studies
and reseerch will be directed from the special very practical point of
view presented above--not sa much to learn Western sconomic theory
and practice, but rather in the direction of ectually uncovering the
economic conditions of China and determining appropriate vemaiial
ressures. Lxperimental undertaking will be emphasiged. In theése, the
unit for experimentation will generally be the single village or group
of villages, and the objective will be Yo develop improved methods of
production both agricultural and industrial, better roads and means
of transport, c¢lementary sanitetlon, practical village schools, credit
facilities, cooperative harvesting, purchasing of supplies and sale
of products. Whatever proves advantageous in the village community
may be extended to the distriet end province.

The system of home and craft industry and of the local trade area
nust yield place to some new type of economic order. At this trans-
{tion peoint, a knowledge of the development of thefactory system of
the West must be associated with an understending of the earlier
Chinese system and ite present disintegration in order to guide the
evolution in the right direction and avoid the evils of & too rapid
change.

Along with research by trained postgradunte students and specialists,
tiere will be ample opportunities for practical work by undergraduates
and also members of the community other than the student class. For
those who do not qualify for research work, the School will develop an
extensive system of vocational training.
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Available Expert Direction

The inttial study of this problem has been made with the counsel of
one of the best informed Americens recently returned from China, Mr.
John Earl Baker, for ten years adviser to the Ministry of Communications
in Peking, author of a striking volume, Explaining China, Mr. Baker
is deeply interested from long and intimate experience in such a plan
for cooperation as is hcre outlined. The imperative demand for his
service as director of the campaign for $10,000,000 for f'amine® relief
has temporarily forced him to turn his attention to that acute problem,
but it is expected that he will direct the initiation of this plaen of
economic improvement when the funds required arc available.

Associated with Mr. Baker will be the present head of the department
of economics at Yenching University, Professor J, B. Taylor. Professor
Taeylor is known throughout Chine for his economic rescarches and for
tre successiul credit institutions widely founded and fostered by him
as well as his initiative in the development of the cocperative movement.

The success of the plan would be assured under such leadership and
with the aveilable competent Chinese associates in teaching, resesrch,
and experimentation.

The Requislite Means

At its first stage of full functioning, the School would require an
annual budget of approximetely §25,000 to cover the following items:

1 American or British llead of the Department of
Beconomiocs .« « . .. T e O R R 00
American Director of Field Research and
Experimentation . .. . « « « o . . 4,200
Chinese teachers « « « « o« ¢ o o o o o & 6,300
Chinese {Opecialists in Field Research and
Experiuentation . . . . 4,200
3 Student assistants . . . . & el 1,800
Library Accessions « + « « « &« 500
Pablidbbanns s Ll W e R ek 1,000
General lxpenses of research, including travel 4,000
Stenographic and other office expenses . . . . 800

425,000

Althougn such a budget would later be required, it is proposed to
inttiate sotunl work in the direction planned as soon as a minimum of
310,000 is assured for the earlier stages of the program. The plan
contenplates an inorease of budget after two or three years of the
initlial stags of operations. 8ince, however, an adequate demonstration
mig. t not prove [feasibl. in the brief period of two or three years,
it 18 proposed that the initial budget be assured for a five-year
period.
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For the first five years, therefore, the budget proposed (subjiect
to e¢xpansion at the beginning of the third or fourth vear) is as follows.,
This is in addition to the present staff of the department of economics--
one foreign and two Chinese professors.

1 American teacher to release present iead of department

(Professor J.3. Tgylor) for preliminary survey, pre-

paration of bibliography, and detailed planning of work

of school. (The service of Mr. Baker would be sought as

8500 A8 AVRLLADL0.) o s 4 s s Woalw w s s s w oswosowow s 34,800
1 additional Chinese teacher to cooperate with present

staff and Professor Taylor in preliminary research . . . . 2,100
1 Student assistant « « ¢ ¢ & ¢ ¢ o s s s e 4 e+ s s e v e 800
Library accessions . « « « « o ¢ o s ¢ ¢ s o 4 o . 500
Expenses of research and initial experimentantion,

including travel . o v ¢ ¢ ¢ o 2 4 4 e e . 1,400
Publications « « o ¢¢ o o o o o o o o o 700
Stenographic and ot er office expenses . . . 500

310, 000

It is the hone of those responsible for this proposal that ten
American men of affairs interested in China may be willing to pledge each
81,000 a year for five years to covsr the budget of the School at this
initial stage. This initial cooperation would, we believe, render
possible a sufficient demonstration to ennble the Jchool to secure
a permanent financisl basis in the form of adeguate endowment .
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