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Operation of the Occupied Railway in Chinese Continent:
the North China Transportation Company

5

5-1 Purpose of Lecture

Hello, students. I'm Chaisung Lim, the lecturer of this course, <Modern and Contemporary
History of East Asia through Railways>. In this lecture, we will look at the wartime
transportation and management of the North China Transportation Company, which was
established in the occupied area by Mantetsu after the outbreak of the Second
Sino-Japanese War.

Since the collapse of the Qing Dynasty by the Xinhai Revolution, China was divided and had
confrontations over how to construct a modern state. The ‘Warlords Era’ began, when each
region had its own warlord or military clique and competed one another, and among them,
the Kuomintang government was established and entered the stage of action for China's
unification. This was the so-called ‘Northern Expedition'.

This seemed to complete the reunification of China, excluding the Communist Party.
However, the biggest obstacle to the construction of New China was Japan, which sought to
invade the continent. Concerned that the Northern Expedition force might influence
Manchuria, the Japanese army launched the Shandong expedition and assassinated Zhang
Zuolin, which eventually led to the Manchurian Incident and began to divide China. The fact
that the emergence of a modern state in China could lead to a loss of its vested interests
was one factor that triggered Japan's invasion of China.

[ | _
l.ll.lllllllllllllllIllllllllIIllIllIIllllllllllllllllﬁlllu'



MZ g

SEQUL NATIONAL UNIVERSITY

Japan's ‘East India Company, Mantetsu played a leading role in this historical process.
Despite its contribution to the establishment of Manchukuo, the Manchurian Industrial
Development Company took over most of the management of controlled economy, so
Mantetsu sought to alter its identity as a comprehensive state-run company in North China.
In response, however, the Kuomintang government established a 10-year plan for China's
industrialization and promoted the ‘unified management of railways' policy as a prerequisite,
building new lines and strengthening central control.

In the end, as the two countries confronted, the Japanese military thought the railroad as
the basis for invading China and expanding its influence, while the Kuomintang government
considered it the material base for establishing a unified state and building a national
economy. Therefore, once the Second Sino-Japanese War broke out and Japan secured a
vast area of occupied territory, the Japanese government established a new railway
management system for the operation of the occupied railway.

Mantetsu, a Japanese version of the East India Company, was undergoing structural reform
spanning across the railway and coal industry, seeking to transform into a comprehensive
state-run company in North China. To this end, it unfolded the North China Buffer State
Strategy in economic sector early on with its subsidiary, the Hsing-Chung Company. The
confrontation between China and Japan was intensified full-scale by the Lugou Bridge Incident
and led to the Second Sino-Japanese War, and the Mantetsu North Branch Office was
established.

As a result, the continental railway system, which was the basis for Japan's Russia and
China policy, operating the expanded railways from Joseon and Manchuria to the Chinese
continent to maintain a wide range of occupied territories consisting of ‘points and lines,
became the prerequisite for continental military operations, as well as the supply of strategic
materials needed for wartime economy. So the occupied railways needed to be converted into
a new railway system.

And it was the North China Transportation Company.
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In this regard, the review of the occupied railways in North China will uncover the impact
of Japan's Chinese rule on the Chinese government's railway policy, while also revealing how
the occupied railways began to be operated by Mantetsu and led to the establishment of a
new railway company.

To this end, from the perspective of the war system theory, this lecture will focus on the
characteristics of railway operation in the process of transforming the peacetime economy into
a wartime controlled economy during the Second Sino-Japanese War. And | will present the
actual condition of the Imperial Railways in North China before the war and the positions of
both China and Japan about it. In addition, it is necessary to look at the process of
distributing transportation capacity after the Imperial Railway of North China was occupied by
Japan during the war and the damage was recovered.

At the same time, from the standpoint of wartime corporation theory, | would like to
present the process of employing management resources established within the organization
of the Imperial Railways in North China. To this end, it is necessary to explain the process of
establishing a management organization that procures resources and performs basic
operations such as maintenance, driving, and sales.

In addition, since this process was not just an adaptation of the existing railway to the
external environment, but the creation of a new management entity, the policy-making
process surrounding it and the coordination of interests among relevant institutions must
also be explored. Through this, | will show that the establishment of the North China
Transportation Company was not only the result of the confrontation between China and
Japan, but also the outcome of the coordination of interests among Japanese stakeholders.

In the next session, | will explore the railway operation by the Chinese as the background
of the Japanese operation of the occupied railways, and clarify its characteristics.




MZ g

SEQUL NATIONAL UNIVERSITY

) Establishment of the Imperial Railways in North China
and the Railway Management Unification Policy of China

Hello, students. This time, we will look at the establishment of the Imperial Railways in
North China and China's railway management unification policy as the background of Japan's
operation of the occupied railways.

If you look at the situation of Chinese railway lines west of Shanhaiguan, most of the
railways were concentrated in North China. This is because, as expressed in the conventional
phrase of ‘horses in north, ships in south,” northern region of China was not only the center
of land transportation, but also the center of the political economy with abundant
underground resources, making it the target of economic invasion by the European and
American powers.

The railways had, with Beijing at the center, the two lines of Beining and Pingsui crossing
the northern part of the North China from east to west, and in parallel, the Longhai Line
crossing the southern part. As for the lines that ran through North China from north to
south, there were the Jinpu Trunk Line and the Pinghan Line, forming a basic network of
political economy. In Shanxi, the Tongpu Railway penetrated the central part from north to
south, and in Shandong, the Jiaoji Railway was connected to the Jinpu Line from east to
west. And the Zhengtai Railway served as a connection line between the Pinghan and Tongpu
Railways.

Looking at the process of the railway network formation, you can see that the European
and American powers used railways as a specific means of market division. As our class has
limited time, we will only look at the Beining Railway. In 1881, the construction of an
11-kilometer railway between Tangshan and Xugezhuang began by the Kaiping Mines,
hereinafter referred to as the Chinese Engineering and Mining Company.

BN G P AN NN RRRERRERERRRREE
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The construction began by the Chinese Engineering and Mining Company, and with a loan
of 1 million /ang from the British Hongkong and Shanghai Banking Corporation(HSBC), the
railway extended to Shanhaiguan and opened in 1894. The route was again extended to
Fengtian in 1907, with loans of 400,000 pounds from HSBC and Deutsch-Asiatische
Bank(DAB), and 2.3 million pounds from the China-British Corporation. This struggle for rights
intensified around the Sino-Japanese War, entering the stage to divide Chinese market.

As the Imperial Railways in North China was built under this circumstance, most of it was
financed by foreign capital. The sum amounted to about 375.59 million yuan in capital loans,
about 76.02 million yuan in materials loans, and a total of 451.6 million yuan, accounting for
90% of internal and external loans of 504.63 million yuan.

As for the foreign capital loans on the Imperial Railways in North China by country, 16.6%
of the loan came from Japan, 15.9% from Britain, 24.4% from Germany, 25.8% from Belgium,
15.6% from the Netherlands, 1.1% from Britain and France, and 0.3% from France and
Belgium, and 0.3% from Manchukuo. Of course, these powers obtained a variety of rights,
depending on the terms of the loan agreement. Those rights included the management of
railroad business, the contract for railroad construction, priority in the supply of materials,
prior allocation of profits, and so on.

Founded by the capital of the world powers, each line of the Imperial Railways was
operated by its own independent management system, and even the railway communication
was not smooth. Nor were the railway standards unified, because the construction was
carried out using the standards of each loan provider. For example, the Zhengtai and Tongpu
Railways, although being in the main network, had rails of only 1m guage, which made direct
connection with other routes impossible. Rail weights and formats also varied and hindered
uniform train operation.

Moreover, funds and materials were saved in the construction process due to
circumstances of the creditor countries, and the construction work was carried out in haste,
so many railway facilities were incomplete. Railway vehicles were also purchased from creditor
countries under a loan agreement, so the operating vehicles were not unified.

PR R G P AN ENRERRERRERERREREE
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As such, since it was not built with its features as a single network underscored from the
beginning, it was difficult to say that an efficient system was established in terms of the
formation of national economy.

At the same time, even in recruitment, personnel were hired for personal relationships and
the positions of each political party rather than work skills. As a result, railway personnel
were more than necessary and sometimes unnecessary subsidiaries were installed. To this,
‘private employee recruitment, expanded and weakened organization, and the lack of the idea
of economizing' were pointed out.

When comparing the rate of increase in personnel and income from 1920 to 1934, the
personnel increase in each route did not lead to workload or income increase, and the rate
of personnel increase among routes cannot be said to have been based on certain principles.
As chief engineers of the creditor countries were in charge of the railway operation and the
warlords in each region operated the railway independently as their private assets, there were
many disruptions in human resource management.

This ‘separation’ of railway operation adversely affected business conditions as well. From
the declaration of the Northern Expedition in 1926 to 1931, civil war, floods, and droughts
continued to occur, and business performance inevitably became worse. Moreover, after that,
the increase in rail transport slowed down due to the outbreak of the Great Depression and
the Manchurian Incident. Like this, Chinese railways were not able to establish a unified
network nationwide due to its split operation from its foundation, facing difficulties in
management.

Now, let's examine the Kuomintang government's attempt to centralize the Imperial
Railways in North China and the effect of the resulting management improvement. With the
end of the Northern Expedition, China's divided railways were unified and managed under the
Kuomintang government's integration policy. When the Kuomintang government achieved
North-South unification, the Ministry of Railways was newly established to take over the
related work from the Ministry of Transportation.
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The Ministry of Railways belonged to the Executive Yuan among the five branches of the
Kuomintang government, planned and managed national railways, and supervised railways
operated by each province as well as private railways. In 1929, the Ministry of Railways
insisted on retrieving the management right and integrating the management, and
promulgated the ‘General Rules for Organizing the National Railways Administration’ and the
‘Organizing Regulations for National Railways Engineering Bureau’ and enacted the 'Bill of
Organization’ for each railway station.

However, railway management was not yet reached the level of central control like that of
Europe and the United States. As the interests of creditor countries were strongly reflected,
the Railway Bureau had chosen the ‘line division management system' rather than the
'district division management system,” so the communication between different routes was
not smooth due to the strong nature of ‘separation. Also, various facilities and systems
were not unified, so there were many difficulties in human resource management.

In response, the Kuomintang government established a 10-year plan for ‘Industrialization
of China" in 1931 to build new routes, while strengthening control over existing routes and
establishing a unified transportation infrastructure nationwide.

First of all, a large-scale railway construction was planned by adopting the ‘Draft on the
Industrial Construction.’

The actual construction did not happen as planned due to sudden changes in internal and
external situations, but with this in mind, the construction of new lines and the extension of
existing routes were planned. In 1936, the existing 10-year plan got more details and the
'5-year short-term construction plan' of the railway was prepared and implemented.
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Next, the Kuomintang government issued the Railway Act in July, 1932, elucidating the
fundamental premises of the railway policy and clarifying the operating principles of the
central government managing national railways, local government managing public railways,
and then private railways. It tried to retrieve the right to manage railways and procure
finance and materials for the National Railways from creditor countries. These rights not only
contributed to the split operation of railways, but in terms of national finance, a large
amount of loans caused violation of national sovereignty and blocked fiscal reform.

In 1934, the Executive Yuan of the Kuomintang adopted the ‘Resolution on Foreign Debt
Settlement’ and decided to settle railroad loans first among foreign debts. Accordingly, with
the settlement contract revised to modify the existing terms, more than 25 million yuan of
the principal and the interest, which amounted to 25% of the annual operating income of
the National Railways, was repaid by 1935. This settlement of railway loans tended to
increase the Chinese government's credibility internationally and made it possible to expect
financial support in China's favor.

On the other hand, in terms of railway operation, the Ministry of Railways enacted the
‘National Railroad Administration Organizational Table and Manual’ in 1936 to control the
nationwide organization and take charge of the appointment and dismissal of higher rank
employees. In addition, in 1937, the General Bureau of Railway Police, the Gun Depot, and
the New Line Construction Committee were established to transfer jurisdiction over railroad
police, railway workshops, and construction to the center to enhance centralization. As a
result, seven railway management bureaus were established in North China, including Beining,
Pinghan, Jinpu, Jiaoji, Pingsui, Longhai, and Zhengtai, to take charge of the field organization.

Also, the head of the accounting department of the Ministry of Railways and the general
director of the Railway Police became responsible for the General Auditing Department and
the Police Department in each region respectively. As for the human resource management,
institutional reform took place, limiting the maximum individual wage and the maximum total
wage of employees called ‘wonsa’ and making the employment and dismissal of employees
with a monthly wage of more than 60 yuan reported to the Ministry of Railways.

BRU NN G P AR RRRRE



MZ g

SEQUL NATIONAL UNIVERSITY

In addition, the  ‘Regulations of Organizing the National Railroad Personnel Review
Committee’ and the ‘Regulations for Registration Review and Reinstatement of Employees’
were established enable the center to identify individual employees. In this way, while
promoting central control over accounting, materials, and personnel, it tried to rationalize
management by following the ‘Commercial Management Method,” such as streamlining the
work in the field and holding the ‘National Rail Line Cargo Exhibition.’

Now, let's look at the changes in railway management in this regard. After 1933, as the
Northern Expedition ended and the Chinese economy recovered from the Great Depression,
railway operations began to improve. It goes without saying that the Kuomintang
government's unification policy contributed to the management improvement.

Unlike in the previous studies, this management improvement deserves more positive
evaluation. If you look at the operating ratio, you can see that the sales performance
improved significantly from 1932 to 1935. The National Railways in North China showed good
business performance compared to the railways in Central and South China, which resulted
from active cargo transportation. Of all the revenues, cargo revenue exceeded two-thirds of
the total, and passenger revenue accounted for only 28%.

On the other hand, the revenue structure of Central and South China railways showed 37%
of cargo revenue and 63% of passenger revenue. In terms of cargo revenue by item, 39.3%
were from mineral products, 27.8% from agricultural products, 1.4% from forest products,
4.3% from livestock, and 27.1% from crafts. In comparison, mineral products accounted for
about 70 percent of total cargo transportation volume, while 16 percent was agricultural
products and 12 percent was crafts.
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Thus, minerals became the largest source of revenue, occupying an overwhelming position
in rail transport. The railway transported underground resources from remote mining areas to
urban areas and ports. Along with the increase in transportation volume, the railway balance
improved, with freight revenue of 86.126 million yuan, passenger revenue of 33.667 million
yuan, and expenditure of 81.548 million yuan, reaching 38.245 million yuan of operating
revenue from 1935 to 1936. In terms of management evaluation, although there was a large
loan and we have to consider the financial costs of interest and principal payment,
stabilization of management was the apparent trend.

However, if you look at the situation of each line, you can see that management stability
cannot be evaluated uniformly. In terms of railway transportation, Beining, Pinghan, and Jinpu
formed the transport axis of North China, but Jinpu and Beining, excluding Pinghan Railway,
were not necessarily showing good performance.

In this regard, it is believed that the National Railways in North China still had a lot to
improve in its facilities and operations in the mid-1930s. That is, though the ‘unification of
management’ had a certain effect, but we should not overlook the fact that the Ministry of
Railways still had problems with bureaucratization, sluggish work efficiency, waste and fraud,
and lack of finance, and far from being complete yet.

So far, we've seen that the Kuomintang government's railway management unification policy
had a certain effect while having limitations. In the next session, | will explain the North
China Buffer State Strategy, which was Japan's scheme to counter this,
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5-3 The North China Buffer State Strategy of Mantetsu
and Operation of Occupied Railways

Hello, students. Last class, we found that the Kuomintang government's railway
management unification policy had a certain effect while having limitations. In this session, |
will explain the North China Buffer State Strategy, which was Japan's scheme to counter this.
Let's take a look at Mantetsu's North China Buffer State Strategy and the operation of
occupied railways.

First, we will reconstruct Mantetsu's scheme to separate the transportation sector of North
China, based on the recollections of involved individuals. After the Manchurian Incident, when
Manchukuo, a puppet state, was established and the construction of the 10,000 block began,
the North China Buffer State Strategy was launched by the local Kwantung Army and the
Japanese China Garrison Army.

After Kwantung Army carried out the Battle of Rehe, the Tanggu Truce in May, 1933
established a demilitarized zone in the eastern part of Hebei Province, south of the Great
Wall, and the Manchurian Incident was settled. But based on this area, the local Japanese
military wanted to separate the five provinces of North China from the jurisdiction of the
Kuomintang government. In June, 1935, they demanded the withdrawal of the Kuomintang
troops from all over Hebei Province, insisting the entry of the Northeastern Volunteer
Righteous and Brave Fighters into the demilitarized zone was violation of the agreement.
They also called for the demilitarization of Chahar Province under the pretext of temporary
confinement of a member of the special agency there.

[ | _
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This was contrary to the Japanese Ministry of Foreign Affair's policy of friendship between
China and Japan, but the local military not only demanded a demilitarized zone but also
fostered autonomy movement of the five North China Provinces. As a result, when the
pro-Japanese East Hebei Autonomous Government was organized in Hebei Province, the
Kuomintang government organized the Hebei-Chahar Political Council in Chahar and the
Mengjiang United Autonomous Government in Inner Mongolia's to check it.

Thus, with the North China Buffer State Strategy unfolded, Mantetsu established the Tianjin
Office in November, 1935, under the leadership of the local army. It was given a special
mission as an ‘emergency railway execution agency’ for China Garrison Army, schemed
against the Beining Railway Bureau, developed the automobile business, and pushed forward
the subsidiary Hsing-Chung Company business. In particular, Hsing-Chung Company,
established in 1935, was an investment company that was engaged in electricity,
transportation, and mining, and was planning to build the Jinshi Railway.

In addition to the development of this business, the Kwantung Army conducted a
commissioned survey B and C, through the Mantetsu research department and in cooperation
with Japanese China Garrison Army. While the A commission team of 24 investigators was
dispatched from Manchukuo to conduct a survey on North China's economic development and
control, the B and C commission teams consisted of the Mantetsu research department.

In comparison to the small-scale survey of five investigators of the C commission team
conducted between July and November, 1935 under the premise that North China was
separated from the Central China, the B commission team was organized into six classes -
general affairs, mining, railway, port, industry, and economy - with more than 200
investigators, and they conducted a relatively detailed survey until 1937, including mapping
and measuring traffic, mines, and industrial facilities in North China. It is indisputable that the
information obtained by this survey was of great help in the operation and management of
the occupied railway since the outbreak of the war.
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In 1936, when the ‘Guidance for North China’ was decided by the Japanese cabinet, the
North China Buffer State Strategy was promoted at the national level and became the sole
responsibility of the China Garrison Army. As a result, the China Garrison Army set out to
plan. In the summer of 1936, the importance of transportation was recognized during the
reorganization of China Garrison Army, and one railway officer and two sergeants were
assigned to the staff.

Accordingly, the Kwantung Army guided Mantetsu through the Kwantung Army Railway
Command, according to the instructions of the central government, to prepare a plan for the
occupation management and operation of the Beining Railway. So, the North China Buffer
State Strategy was conducted by Mantetsu under the guidance of the local military, and they
finally had the management and operation plan for the Beining Railway.

On July 7, 1937, when the Lugou Bridge Incident occurred, the Central High Command had
the Kwantung Army prepare the dispatch of railway units, military railway institutions, and
Mantetsu in accordance with the Beining Railway Management and Operation Plan, and if
necessary, provided support to the China Garrison Army, which was ordered to use local
railways for military transport in consideration of the interests of the European and the U.S.
powers.

Accordingly, the Kwantung Army Railway Command ordered Mantetsu to prepare for
dispatch according to the wartime preparation plan. Mantetsu established the transportation
headquarters in the General Railroad Administration, a transportation team in Shanhaiguan,
and a liaison team in the staff of the Command of the China Garrison Army in Tianjin to
handle military transport. Following the progress of the situation, Mantetsu deployed its
personnel in Tianjin and Beijing.
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As a whole, the Mantetsu mission was a unified team of the military and rail, with the
railway unit advancing forward and Mantetsu in charge of the rear, and the operation of the
occupied railway was entrusted to Mantetsu. In response to the increase in military transport
due to the expansion of battlefront, the need to establish an operating agency directly under
the president was strongly felt, and the Mantetsu North China Office was established on
August 27, 1937. The organization of the North China Office consisted of eight sections:
general affairs, personnel, accounting, investigation, public relations, transportation, public
affairs, and electricity. And under its control, Tianjin Transportation Office, Fengtai
Transportation Office, Tongzhou Construction Office, and Beijing Office were established.

For this reason, Mantetsu dispatched additional personnel to prepare a transportation
system capable of reacting to military operations, and by the end of September, the number
of dispatched personnel reached 3,852 Japanese and 762 Chinese, a total of 4,614. In this
way, amid the rapid change in the wartime transportation system, Mantetsu transported the
military unit stationed in Manchuria and then operated 19 trains for Joseon unit
transportation and 475 trains for those from inland Japan.

Once the large-scale military transportation was completed, the ‘Operation Guidelines for
Railways in North China’ were issued by the Japanese North China Area Army on October 11,
1937, promoting the systematic operation of the occupied railways. As Beining Railway was
involved in the interests of the British side, it was decided that the North China Office take
control of the railway operation with the personnel dispatched by Mantetsu working in the
existing management body. On the other hand, for the Pingsui, Pinghan, and Jinpu Railways,
they decided to reorganize the railway management system by recruiting existing employees,
with the Mantetsu delegation at the base.

Later, they tried to reform the railway organization including the Beining Railway, and in
June 1938, the Mantetsu North China Office established Railway Bureaus in Tianjin, Beijing,
Zhangjiakou, and Jinan, and the Beining Railway was finally integrated into the Tianjin Railway
Bureau. The military transport system was also reorganized, and the Second Field Railways
Command was established.
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Along with this improvement of operating system, some human resources were
supplemented by the Japanese Ministry of Railway and the Railway Bureau of the
Government-General of Korea. In addition, the number of existing local personnel was also
utilized, and the number amounted to 23,602 in December, 1937 and 58,070 in April, 1939.

Meanwhile, the damaged facilities were rapidly restored. About 15 railway facilities, including
roadbeds, tracks, bridges, and waterworks, were damaged by the destruction of Japanese
transportation routes and railways during the retreat of Chinese troops, with a total of 7,221
cases, an average destruction rate of 16.8%, and 1.6 cases per kilometer.

For this, after the emergency measures of the railway unit, the North China Office began
full-scale restoration work. At the same time, in January, 1938, the ‘North China Railway
Enhancement and Recovery Plan’ was made and the construction to enhance transportation
capacity was carried out. Nevertheless, looking at the situation at the time, transportation
capacity could not sufficiently meet the increase in demand. Rather, there was a shortage of
transportation capacity, so they had to allocate the capacity by priority.

In addition, the number of damaging cases increased due to sunbstantial activities of
anti-Japanese guerrillas, reaching 292 cases in August 1938, and a Mantetsu agent with
experience in se curity operation was dispatched to work in security and pacification work,
while building a railway-friendly villages around the railroad.

So far, we have seen that the Mantetsu North China Office, established under the
command of the local military presence, started operating the occupied railway with external
management resources, but the railway operations could not escape the precarious state
because the transportation capacity was not sufficient and the anti-Japanese guerrilla attacks
continued. In the midst of this, the search for policies to create new operating entities
accelerated.

Next class, we will look at the establishment and operation of the North China
Transportation Company.
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5-4 Establishment and Operation of the North China Transportation Company

Hello, students. In the last session, we looked at Mantetsu's North China Buffer State
Strategy and the operation of the occupied railway. In this session, we will look at the
establishment and operation of the North China Transportation Company.

As the existing policy of separating North China and establishing Japanese rights and
interests began to actualize by the Special Affairs Department of the Japanese North China
Area Army, how to manage the occupied railway emerged as a major issue. Mantetsu had
already submitted a ‘Guidelines and Opinions to Manage North China Lines" in August, 1937,
expressing their willingness to take charge of the development of basic industries as well as
transportation.

However, Mentetsu and its subsidiary Hsing-Chung Company's plan to monopolize the
development of North China was rejected by the local military as well as by the Japanese
business community.

Along with the idea of the new regime, the Special Affairs Department of the Japanese
North China Area Army established a policy to create a corporation tentatively named ‘North
China Industrial Enterprise’ and integrate existing projects such as Hsing-chung Company,
mobilize capital from Mantetsu and Japan, and make local indigenous capital participate as
much as possible. Although the North China Area Army received support from Mantetsu and
Hsing-chung Company, it did not intend to entrust them with future development of North
China.

Now, the only option left for Mantstsu was the entrusted management of the railways.
However, not only the local military but also the Kwantung army demanded that Mantetsu
concentrate on the Great North, meaning the Soviet Union. The Japanese government,
especially the Planning Board, also opposed the entrusted management of the railways in
North China by Mantetsu.
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As a result of these oppositions from all three parties, the Central Army, the Kwantung
Army, and the Planning Board, a plan was made to establish a company under the control of
the North China Industrial Company to take charge of railway operation. Although the plan
for integrated management of Manchuria and North China was rejected, the new
transportation company was designed to maintain a close relationship with Mantetsu through
employee exchanges and unified operation of the railways.

Mantetsu was ordered from the North China Area Army to deliberate on reforming the
North China Office, gradually expanding its current organization to facilitate transition to a
transportation company. And in September 1938, a comprehensive revision of the Mantetsu
North China Office began.

Eventually, the North China Transportation Company was established in April 1939 as a
subsidiary of the North China Development Company. The headquarters had seven sections of
the president's office, accounting, transportation, automobile, water transport, engineering,
public affairs, and police affairs, as well as inspection offices and transportation committee,
and the Railway Bureaus were established in Tianjin, Beijing, Zhangjiakou, and Jinan. The
share of capital was decided as 150 million yen for the North China Development Company,
120 million yen for Mantetsu, and 30 million yen for the Provisional Government. Although
the North China Development Company had the strongest control, the governance structure
was very complicated.

Directives by the Japanese North China Area Army, the presence of the East Asia
Development Board and the provisional government of China, and Mantetsu's vested interests
greatly restricted the control of North China Development Company. In addition, the
management of the new company was unable to avoid the management deficit due to
restoration of facilities and port construction until 1940, but the surplus was assumed from

1941 when the transportation business stabilized.
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In addition to supporting the operation of occupied territories within the Japanese imperial
economy, the North China Transportation Company had to transport to Japan important local
goods necessary for the logistics and productivity expansion plan. To this end, the Company
planned to start building new routes and restoring the tracks. According to the following
table, the construction work was done mostly by 1940, indicating that the proposed five-year
plan to increase the transport capacity of the North China and Mongolia Railway could never
be achieved.

Why did this happen? This is because, despite the increase in railway demand, securing
railway materials was not easy. Therefore, measures were requested for this, and the North
China Transportation Company strengthened its procurement work. Looking at the material
procurement system in the early days of the company, it was operated from an accounting
perspective, so the purchasing and warehousing sections in the accounting department were
in charge, while the Materials Offices were set up in Tianjin and Qingdao.

The procurement of major materials such as steel, copper, and railroad ties was far less
than the quota, and in 1939, the acquisition rate was only 52% for steel, 80% for copper,
and 35% for railroad ties. The increase in coal production was thought to depend on the
maintenance of railways and ports, as insufficient railroad transportation capacity became a
trouble in coal production.

The North China Transportation Company began to secure materials through intervention in
the external market, with a technical superintendent at Tokyo branch supervising the
production of railway vehicle manufacturer and securing materials ordered by the
headquarters. It also actively participated in the Railway Vehicle Council, established in July,
1939 and the Railway Vehicle Technology Council, established in September, 1939 to secure
railway vehicles. In addition, it dispatched staff to manufacturers of vehicles and parts, and
established the North China Railcar Company with three factories, a railway factory in
Qingdao, a railway supplies factory in Shanhaiguan, and a parts factory in Zhangguizhuang.
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Nevertheless, the following table shows that the number of rail vehicles was small compared
to the increase in transportation volume. The number of vehicles did not increase much,
despite nearly doubling amount of transportation between 1935 and the early 1940s.

This shortage of vehicles was a phenomenon found in all vehicles including locomotives,
carriages, and freight cars, but it was worse for passenger cars in that it exceeded the
pre-war level by 1943. That's why it was painful to ride a third-class car, which was always
extremely crowded.

As the railway materials, including vehicles, became extremely difficult to be obtained from
outside, the North China Transportation Company resolved its accounting department in
November, 1940 and established Accountant Bureau for monetary business and Materials
Bureau for procurement business. The establishment of the Material Bureau meant that as
the shortage of materials worsened during the war, the budget of ‘goods’ was separated
from the budget of ‘money,” to promote material procurement.

The company's Business Council now included Materials Subcommittee, Material Economizing
Subcommittee, and Substitute Research Subcommittee. As for the human resources
management, since it was difficult to secure engineers, they set up the ‘internal training
policy'to cope with the shortage of personnel, reorganizing the ‘railroad academy' system and
attepmting to edify employees and youth groups ideologically.

With management resources gained like this, the North China Transportation Company
pursued transportation efficiency focusing on vehicle operation. This technical feature
originated from Mantetsu, and first, each Railway Bureau was now assigned a designated
railway workshop for vehicle repairs, to accurately understand the vehicle condition and clarify
the responsibility for the repairs.
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In addition, a regular inspection system was established by setting a period for locomotives,
carriages and freight cars to be inspected and repaired, the inventory management system
was conventionalized in procurement of materials, wartime standards and substitute materials
were applied and used while manufacturing parts, machine equipment was introduced and
improved, casting and forging facilities were equipped, and wage system of engineers was
improved. And with these measures, the vehicle repair capacity significantly improved.

If you look at the average factory stay of vehicles repaired in a railway workshop, for
locomotives, it reduced from 19.8 days in 1938 to 12.6 days in 1941, for carriages from
23.9 days to 16.6 days, and for freight cars from 10.0 days to 7.8 days. In addition, the
Engine Service Team, which was in charge of the operation of locomotives, took charge of
the type A inspection, which was normally conducted in railway workshops, and the newly
established Vehicle Inspection Team was in charge of repairing passenger and freight cars. As
a result, of course, the operational efficiency of railway vehicles improved.

In addition, by strengthening the dispatch capability, freight cars were distributed, loaded,
and exchanged, to be connected to or organized in trains, to be transported to destination
stations and to be separated. Through the meetings of dispatching managers or
transportation chiefs to improve transportation efficiency, they set up a period of freight
transport improvement to promote the standardization of annual cargo transportation in
cooperation with shippers.

To shorten the stop time for freight cars by standardizing loading and unloading work in
the station, the North China Transport Company was established in October, 1941 In addition,
the freight transportation and rate systems were revised to simplify the handling of bulk
cargo and streamline the operation of freight cars to alleviate the shortage of vehicles.

Nevertheless, because the North China Transportation Company was unable to exert
sufficient rail transport capacity, it adjusted supply and demand by restricting transportation
of unnecessary and not urgent sectors during the war. Especially, the Securing Supplies
Committee was established in North China, and material control in North China began.
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In this situation, as railway vehicles were confiscated to Manchuria for Kantokuen, the
Kwantung Army Special Maneuvers, and the subsequent reduction of transportation capacity
was expected by 420,000 tons, the North China Transportation Company strengthened its
policy of freight transportation by priority.

Particularly, ‘the North China Transportation Control Headquarters,” which was under the
control of the Second Field Railways Command, negotiated with the North China
Transportation Company's Transportation Bureau on the supply side, and the Transportation
Union or Distribution Control Agency on the demand side, and was able to initiate a planned
transportation to allocate railway transportation capacity in advance,

So far, we've seen that railway transportation in North China was very efficient in response
to the outbreak of the war. However, as the Pacific War broke out, Japan's maritime
transportation capacity declined, and the North China Transportation Company was in a
different situation than before.

Next time, we will look at the wartime land-based emergency transportation system of the
North China Transportation Company.
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Wartime Land-Based Emergency Transportation System
of the North China Transportation Company

Hello, students. Last class, we looked at the establishment and operation of the North
China Transportation Company. In this session, we will look at the wartime land-based
emergency transportation system of the North China Transportation Company.

As marine transportation capacity sharply declined after the Naval Battle of Guadalcanal,
the Japanese government decided to establish a wartime land transportation emergency
system on October 6, 1942 So, important wartime supplies such as coal, salt, and cotton
from North China were transported by rail to the port in southern Joseon via Manchuria, and
later transported to Japan by sea.

The transportation from North China to Japan was only 72,901 tons in 1942, but it
increased to 443,761 tons in 1943, and reached 1,008,981 tons from April to November,
1944, Continental exchange transportation exceeded it by far, with 3,437,000 tons from
North China to Manchuria, 546,000 tons from Manchuria to North China, 1,858,000 tons from
North China to Central China, and 309,000 tons from Central China to North China. North
China was the source of supplying natural resources such as coal and ore.

As a result, not only was there a big change in the transportation of imports and exports
from North China, but there was a significant increase in cargoes heading to Manchuria,
Joseon, and Japan via Shanhaiguan, and those heading to Central and South China via
Changsha and Xuzhou. The marine transportation capacity saved from this change was
allocated to resource transport from Southeast Asia to Japan. terms of cargo planning and
performance, despite significant restrictions on general goods in the region, the intended
decrease rate was not achieved, resulting in a rapid increase in freight congestion, the
quantity of which exceeded 310,000 tons in March, 1944. This pressure of land-based
transportation was finally passed on to ordinary Chinese passengers, and according to the
records at the time, ‘it was a literal hell of transportation with passenger trains overcrowded
everyday.”
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To relieve the pressure, the ‘Guidelines for Wartime Port Capacity Enhancement Period'
was set up to improve the operation efficiency of insufficient ships by reducing the berthing
time, and in accordance with the allocation of vessels, they established the plan to dispatch
the cargo train and store coal at the pier. In addition, in order to strengthen the laoding and
unloading capacity, they attempted to increase the number of longshoremen by about 50%,
by providing incentives.

In addition, on January 18, 1943, the ‘Railway Transportation Business Policy’ was
established, which urged, first, to utilize existing facilities and vehicles to the fullest extent,
second, to thoroughly conduct employee education and training, and third, to rationalize
railway management. In this way, labor-intensive operation of existing facilities was carried
out with vehicle operation at its core. In order to secure insufficient labor, they reduced the
number of employees at the headquarters and the Railway Bureaus and transferred about
1,000 excellent employees below the executive level to field organizations. In sum, they made
all-out efforts for this land-based transportation.

Between railways in the continent, there were gaps in transportation capacity, uneven
allocation of special equipment such as cranes, and differences in loading and unloading
capacity, so the North China Transportation Company established the Continental Rail
Transport Council along with Mantetsu, the Korean National Railways, and the Central China
Railway. The Council was led by the central government to decide the adjustment of various
materials including steel, and the exchange of locomotives, freight cars, and other facilities.
And various plans such as transportation plans, facility improvement plans, vehicle exchange
plans, and personnel support plans were also prepared and implemented.
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In particular, since it was requested to strengthen the transportation capacity of the
strategic trunk lines connecting Central China and Manchuria, they tried to strengthen the
transportation capacity of both Jingshan and Jinpu lines and suppress the construction of
new lines as much as possible except for the ones for coal transportation. However, the
shortage of materials worsened during the war, so the construction of new lines was
stopped, and materials for reinforcing the transportation capacity of the coal-carrying railways
and trunk lines were barely secured through the demolition and appropriation of existing
lines.

But the situation aggravated further and daily operations were also threatened. The repair
capacity of the railway vehicles was inevitably reduced due to the shortage of major and
subsidiary materials, and the lack of repair items and facilities. Lack of ties and steel led to
decay, wear, and damage to the rails, which caused driving accidents, so the Railway
Technology Research Center was established to study material conservation and use of
substitute materials. Also, due to the increase in long-distance cargo, the efficiency of the
vehicle operation was inevitably reduced.

As the long-distance cargo increased, the required operating vehicles increased, which led
to a decrease in the distribution ratio of freight cars and a decrease in operational efficiency.
In response, the North China Transportation Company tried to compensate for the decrease
in operational efficiency by promoting the elongation of transportation unit. In other words,
they intended to increase the transport tonnage of the entire freight train by increasing the
number of freight cars or towing capacity of locomotives.

On the other hand, passenger transportation was restricted through suppressing group
travel, suspending passenger train operations, and checking travel purposes. In particular, in
January, 1944, 18 passenger trains, including the international passenger express ‘Tairiku,
were canceled. If you look at the seat occupancy rate of the North China Transportation
Company at that time, it reached an average of 75%-80% in 1943, far exceeding 42% of
the Japanese National Railways and 51% of Mantetsu, indicating how much pressure the
passenger transportation of North China Transportation Company had.
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In addition, despite the increase in the volume of land-based transportation, the net profit
decreased due to long-distance transport of low-rate freight, which disregarded profitability.
In other words, the increase in land-based transportation freights led to an increase in the
relevant freight revenue, but it also led to a decrease in freight revenue for other goods and
passengers. So on a net income basis, in 1943, the business balance turned to the red
again, and 1944 was barely able to maintain the surplus by not recording depreciation.

The company's management was also able to be maintained until March, 1945 by raising
loans from the North China Development Company. Of course, they tried to compensate for
the management deficit caused by low freight transportation with repeated raises in
passenger fares. Labor productivity also improved until 1943, but it was inevitably reduced in
1944,

Of course, the decline in marine transportation capacity raised expectations for the supply
of strategic materials in North China for the operation of the Japanese wartime economy.
According to the 1944 cargo transportation plan, the total volume was 43.435 million tons,
including 7.288 million tons of military supplies, 6.3 million tons of company supplies, and
29.847 million tons of sales goods. The sales goods included 17.083 million tons of coal,
7.83 million tons of mobilized goods, 2.16 million tons of daily necessities, and 2.76 million
tons of other goods. This was 4.412 million tons more than the 39.023 million tons in
1942,

However, in the following picture, the monthly performance rate was good at first,
recording 91% until June, 1944, but it began to fall in July, reaching 70-80% in November.
Then from December, it deteriorated dramatically, and by March of 1945, it fell to 50%
range. The so-called transportation crisis occurred.

As the resource constraints became severe and the U.S. air strikes and anti-Japanese
guerrilla struggles intensified in a cold wave, by the end of 1944, the transportation capacity
of the North China Transportation Company had dropped by half, reaching operational limit,
and the transportation crisis was inevitable.
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The damage caused by railway guerrillas decreased in 1942 but returned to the 1941 level
in 1943, and increased 328 cases more in 1944. The qguerrilla attacks were bold and
aggressive, as evidenced by the increase in station and train raids and employee damage.

The increase in the damage was the result of anti-Japanese guerrillas' I fight when
the enemy is tired attacks on the Japanese North China Area Army, which have significantly
reduced power, following the transfer of troops from the Chinese front to the south. In the
railway, anti-Japanese guerrilla operations against railway-friendly villagers and railway workers
were progressed, and the security forces of the North China Transportation Company was
weakened due to the extraction and transfer of troops to the Battle of South Henan.

In 1944 it was the air strikes of the United States Air Force that had a decisive impact on
the decline in rail transport. Operation Matterhorn, which was intended to bomb the Japanese
mining and industrial zone from the Chinese base using the Bomber B29, was elaborated by
the U.S. military, and with the construction of Chengdu Airfield in April, 1944, air strikes by
the 20" Bomber Corps began in full scale in May of the same year.

Strategically aimed at blocking transport and reducing transportation capacity, the
U.S. military destroyed key transportation points including important stops, marshalling yards,
and related tracks, railway structures difficult to recover such as bridges and tunnels, major
facilities such as telephone exchange stations, waterworks, locomotive sheds, workshops, and
tracks in the vicinity of trains in operation. In this situation where transportation capacity was
rapidly weakening, the military decides to manage the railways themselves. The Continental
Railways Command was organized to collectively handle the military transportation of
continental railways, and the military management of Chinese occupied railways, the Central
China Railway, and the North China Transportation Company was implemented, issuing an
edict on the military use of railways for Mantetsu and the Korean National Railways. At the
same time, by designating the transport of strategic materials to Japan as paramilitary
transports, land-based transportation of continental goods was conducted unitarily under the
direction of the Continental Railways Commander.
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In line with this, the North China Transportation Company was reorganized into the North
China Transportation Unit, and the Japanese employees became ‘military-attached,” and the
Chinese employees  ‘quasi-military-attached,” all of whom carried out railway transportation
under military orders. The supply of materials was processed as equipment for the Southern
Military Government Railways. In other words, the operation of internal resources was carried
out in line with the military railway unit.

However, as the disconnection with Japan was expected, the principle of self-help was
maintained, emphasizing regional material adjustment and organizing an efficiency team at
the Railroad Technology Research Center, but procurement of some equipment and parts
were inevitably dependent on Japan, Joseon or Manchukuo. In terms of personnel
management, an emergency deployment plan was prepared, and in case the railway network
was disconnected and Chinese people broke away, the route was divided into three classes
and Japanese employees were assigned to each. However, this was difficult to implement
because it required the increase of 15,000 Japanese people.

So, the North China Transportation Unit recruited iron-fired squads and deployed special
cheering squads for each workplace to carry out final transportation in preparation for the
U.S. military landing operation, and transported coal, salt, and food to Japan assuming the
disconnection from Japan. But the anti-Japanese guerrilla attacks, along with the air strikes
by U.S. military aircraft, was also escalating.

And with the Soviet declaration of war against Japan, the anti-Japanese forces began to
rush into each line from the Liberated Areas along the railway line. As a result, the ‘dots’
and ‘lines’ in northern China began to be divided by the Chinese, not by the U.S. military.
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So far, we've explored how the North China Transportation Company achieved efficiency
and planned transportation under extreme constraints of resources, coping with the war, like
other continental railways such as Sentetsu (the Korean National Railways) and Mantetsu.
However, the Korean National Railways and Mantetsu, established as part of the post-war
arrangement following the Russo-Japanese War, could accumulate railway operation
know-hows over a long period of time, which enabled rapid mobilization during the war.

On the other hand, since the North China Transportation started as an occupied railway,
attacks on the Company's ‘dots and lines’ continued from the hinterland ‘side, where
anti-Japanese guerrillas were occupying. As such, the operation of the railways was very
unstable because it was forced to suffer direct impact of the war situation. So far, we have
looked at the establishment of the North China Transportation Company and its wartime
mobilization. The historical significance of this is as follows.

When the Lugou Bridge Incident occurred, Japan occupied the railways in North China and
tried to operate them after emergency restoration. It is important to note that the
occupation and military transport of the railways in North China was prepared in advance by
the Japanese military and Mantetsu. In fact, accidental factors were inevitable in the
transportation process, but most of the important facilities of the eight routes should be
considered to have been identified, and it is indisputable that this was very important in the
operation of the occupied railway.

From a long-term perspective, with the permanent occupation of the railway in mind,
Mantetsu, who had established the North China Office and operated the occupied railways,
proposed a comprehensive development plan of North China with its own initiative right after
the outbreak of the war.
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But the Special Affairs Department of the North China Area Army clarified the idea of
establishing the North China Industrial Enterprise to enable the Japanese business community
to freely participate. As a result, Mantetsu had no choice but to be entrusted with the
management of the National Railways in North China. However, this was also aborted due to
oppositions from the military and the Planning Board.Instead, it was concluded that a new
company would be created, and in April, 1939, the North China Transportation Company was
established as a subsidiary of the North China Development Company.

Despite the fact that Mantetsu actually led all of this, because of the military's demand for
a strategy against Soviet and the oppositions from the Japanese government and the
business community, the North China Office of Mantetsu was reorganized into the North
China Transportation Company without Mantetsu recognized as its parent company, However,
the connection with Mantetsu was emphasized in the operation of the railroad, and Mantetsu
became a model for the establishment and management of the North China Transportation
Company.

The establishment of the North China Transportation Company was a rejection to the
Kuomintang government's unification policy pursued by the Ministry of Railways, but also a
realization of the unified operation for the management of occupied areas and transportation
of important resources. It can be evaluated as positive that railway investment was made on
building some of the routes and gauge expansion construction.

However, it is also important that the lack of physical resources became aggravated after
the outbreak of the U.S.-Japan war, so daily maintenance was not sufficiently carried out and
overuse of vehicles was inevitable, resulting in the deterioration of the facilities. This is the
background of the request for a large-scale postwar railway revival plan.

In terms of human resources, it can be pointed out that large-scale new recruitment
created an opportunity for many Chinese teenagers to participate in the railway operation.
However, the fact that the recruited youths were mainly became the lower rank worker such
as ‘yongwon'and assigned to the field organizations means that they were never free from
the colonial employment structure.
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This ethnic hierarchy was the reason that the railway operation by the Chinese couldn't be
normalized immediately. Therefore, after Japan's defeat and the Chinese acquisition of the
railways, the Japanese were needed to stay and be hired to transfer their know-hows to the
Chinese in order to fill the gap in operation management, planning, and technology.

However, the overall retention of the Japanese lasted only six months, and the fact that
the transfer of supplies and equipment was more important than the functional normality in
the process of acquisition means that the comprehensive technology transfer to the Chinese
was insufficient. As we will look at the details in the 7th week's lecture, the postwar
acquisition took place in various and complicated forms, including the independent operation
of the Chinese at the local level, or through armed struggle in connection with the
anti-Japanese guerrillas. In the process of aquisition by the Kuomintang government, the
wartime experience of the North China Transportation Company was only partially handed
over to the Chinese.

If you look at this from a broader perspective, including Mantetsu, it can be seen that
technology transfer between ethnic groups, which had been blocked by the hierarchical
division of tasks, was partially achieved through the use of the Japanese. This is the
continuous aspect of railway operations seen in the historical phase of the great rupture of
defeat and postwar reorganization.

However, it was also forced to change in the establishment of a new state after the
liberation and the Chinese Civil War. The experience of railway operations under Japanese
occupation did not immediately guarantee railway operations by Chinese people after the war,
but it is clear that it was a historical starting point for the postwar reorganization of Chinese
railways. The creation of a modern state of ‘China’ and the construction of a national
economy were thwarted by the Japanese invasion, but it was another ‘China’ that overcame
it and took the lead in the momentum of creating history.

In the next lecture, let's take a look at how the Korean National Railways in the colonial
period was mobilized after the Second Sino-Japanese War.
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TERALNE) , SERIEEEHE 7 RHHRE",

BR , KSR AIABIREAEFA PRz HIAK T, BTEINERNFEXFREZIRMR  S%IREE
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—73H , FESRIREE LERERRT 1936 HE T(EEHBEERERARRRLRBE) , —izHEE
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KASERRER FENHNT BUEENE IMEHEESEK,
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EEARNSR— , BHAENE AT ZERS T EBHXRR | FiE AT LIRS st
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B RSB FINHITRIRISHIZL,

innnn e \ '
l..llllIIllIlllllIIIIIIIIIIIllIlllllllllllllllllﬁlnllln'l-pllluuunuunnt,,.



ey M = o of

SEQUL NATIONAL UNIVERSITY

BTXHENEERR , LIRZBERUEREZE AP ORNSHRERN, XERARERIFETHE , 4
SIRRIEEEREET  IMEEREREWINS | BT 4155
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RIR , BINGEREEREN  HEHE  #HTRE. %  FEERIESRADIE | FIoEEEA
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Fhf , LRI Serh 1858 T , MEHEISAL 309 M, MEHIYIERE , RILRER W EaEX
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BERZE, "NTHRRERNZA , BOBATRREEHARE , BT THAFIRRL1000%
DECEIKIB LA THIERIRSS | AMEEERERIR T2, "

ITTT] I L\
l..llllIIllIlllllIIIIIIIIIIIllIlllllllllllllllllﬁlnllln'l-pllluuunuunnt,,.



ey M = o of

SEQUL NATIONAL UNIVERSITY

T ARLEAIS < A EKIRIE NN ENMSFEIRERRE. IRHBREEINZES | £t
KBStk BHEEAKE. LBkt HEIRT T ARSRIRER NS, Bt , SERERR
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