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ATTACHMENT 1

1. Smuggling activities in and around Canton have reached the
proportions of a major industry. Canton and Hongkong newspapers
gaily carry sitories of the swmuggling setivities in both portis,

and mewspaper editorilals in Chinese and English language newse
papers have commented critlcally on the seeming insbility of the Cuse
toms services to keep smuggling under control. The situstion is
sueh thet the Canton newspaper "Kien Kwok Pao" on 26 July 1946
guoted an unnamed Chinese marlitime Customs offlelal to the effect
that nearly Fifiy per cent of the goods coming from Hongkong into
Canton at the present time ave smuggled. The "Canton Daily Sun®

on 2 July 1946 «arried a Customs statement that while twenty-five
millions CHCE in dutles are ccllected dally by the Canton Customs,
1 additlonal Tifty miiliea CNC ¢ duties are lost daily threough
sperations of smuggplers. The same paper on 30 July 1946 stated
that the revesmme cf the Commodity Tax Puresgu has been cut hy L£ifty
oy eent in the past three months beecause of the influy of smuggled
ponds.  On 4 dupngt 1946 the "XKien Kwek Pao' printed an item saylng
that over cne hundred bales of cofton yarn were balng Transporitad
to Hongkong dally. Since the Chirese Covernment at the beginning
1946 placed eotton yarn on the 1ist of commoditles whosa export
prohibited, <he inference nmust obvicusly be that the yarn Ls
nggled.

it
2. In additien to the loss of dax revenue, smuggling has had the
affect of hampering the revullding of a number of loecal industries
such as chemiecals, cosmeties, papsr and rubber goods, which can-

not produce at a price and guality to compete with foreign artlcles
on which no duty has been paids in some cases, notably cigarettes and
mateh manufacturs, local iIndustries already established have been
sifectively destreoyed. The Canton "Kien Kwok Pso¥ stated 13 July
1946 that whereas ninety-nine cigarette faotories were operating in
Canton after the Japanese surrender, the present nmumber is only ten.
On 13 August 1946 the“Canton Tai Kwong Pao" clted "authoritative
economic cireles "as saying that local industries ars in a eritical
condition becauss of the forelgn goods which have appeared on the
market.

%  wWhils some items such as cotton yarn and wolfram ore are
smuggled out of South China, the main flow conszists of forejgn goods
coming in,  But whether the goods go out or in, the main centers

of the tra¥iic are Honghkong gnd Can Hongkong 1s the port where
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the foreign poods are discharged Irom lhe
is the main distributing center suppliing
18 reported that there are two types ol o
nmuggling business.

a. 'The first of thesc is the smell unit composed of from five To
saven persons nsving a total capital of about 50C0 Hongkong Dollars
contributed in equal shares by the vericus partners. ~These units deal
in goods which can be handied 1n small suantities, such as clgareites,
sosmetics and tinned foorAsvuffs., bLach unit has its own list of customers
and generally speclaliwzes 1In a partlevlsr commodliy. One routs wied
“s the Canton Kcwloon Railway. The undt has closs contaet with the
mechanies, Iiremen, statlon empleyess aid the customs inspactors, Goode
ere placed in zunny sacks, baken into the Kowloon station at nizht through
the connivance of station emplovees, and then concealed in the cosl tender
yeady for the trip «t moraing to Lanton. At @ pre-srranged spol on
~he outskirts of Canton the sacks are dropped from the moving train
..nd are picked up by agents of the suugglers who take the goods tc the
~ity by trueck ov bus. The railroad employses concerncd reeelive taen
mer cent oi the total cost of the goous. The individual shareholders
in these small units wsualiy are also sctive workers in the smuggiing
wroeess, ¥ Tiwt the total expense ol the cperation ig cut down. It
G estimeted hhat a total of ten~thoussnd szople are cageged in this
traffie snd that Tforty per sent of the passengers travelling on the
vailway from ilongkong are snuggling. 11 is further oztimzted thal saventy

cer eant of tinse trevellinr smuggaecs are womeb.

ceean~-going shivss Canton
the South China demand., 1t
rzganizations engaged In the

another rouate by the small scale anw
way, in vhloh crse the goo are
Hpw Terrliories near shenchaan and
which ars carried as¢ross tiw Shsncl
Jdongkong-Uanton steamship iilnes are atso used, IL which case the [oods
aTe btaken abhoars in smalil iots by peopie spparently 3seing fFriends off
Lo Canton. After the zoods come aboard they are handed to crew members
who concesi them in Lhe conl bunkers. Vhen the vessel reaches Lanion,
the conbrapand ie elther taken off ot rdght when the Customs inspectors
have gone {ren the doek, or is loaded ‘nto small boats which come along
the offshore side of the ship in broad daylight. In some cases the
gnods are aven thrown overssard to persons swhmning alonzside the ship
as it doclis. (fources ing Suh Cempany, Cigarette dealers, Taiping
foad, Canton.:

ders is the Cantop~-fowloon High-
. by truck te the bvorders ol the
re divided into small parcels

1o Wiver st one of several. fordsj

be The aocond type of orzanization used by the smugglers is the
farpge-secala, vell-organized gang.. dneh gangs have large capltsi, good
sontacts with high govermment offieisnle; and operate under the protection
of armed puards, often Chinese Army or Birvy personnel. The large gangs
ase two main meihods to transport goods betveen Hongkong and Canton. The
#rst 1s the overland method, using cither the railway or the hlghway.
The Canten CNRRA officc hes advertised For tenders for the transportation
of UNRRA zoods Irom Hongkong to Canton. The successful bidder then has
the job of hauling "reilef’ goods by wruiek or rail to Camton and way
stations, unhampured by customs inspections. It Is estimated that elghty
per cent of the flour and tinned goods in Canion come via this method.
Tt 1g assumaed that some bheona fide reliei supplies also enter in the same
CENES

The sceond method used hy the large organizations 1s to ship goods be-
tween Honzion: and Canbton by ssa. Ln this case the goods are carried
in vesseis of the Chinese navy, firing the Chinese naval flag and oper-
ated by naval personpel. [his is “he origin of the phrase thet has
sppeared fraguently in the press, “smugglers in vniform®., The Chinese
Zawy in (anton hias nine boats engaged in_the smuggling tyade, saca boat
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eapsbie of carrying a cargo of approximately one hundred and thirty
tons. ‘ha boats do not operate on = regular schedule, but ore leaves
for Hongkong from Cantom on an average of every other dav, with a sim-
ilar frequency at the other end of the trip. The main types of cargo
carried from Canton to Hongkong are cotton yarn, Chinese pilece goods,
wood o%l and cassia bark. From Hongkong to Canton the main cargoes are
Mour and tinned foodstuffs. One of the organizstlons ia Hongkong
which handles large guantitles of' goods, destined for Cunton by the way
of the navy is the Yuan Cheong Honz (% %5 %7 ), located on the eighth
floer of the Luk Yau Building {&g.%z;ﬁ?‘ ), Queens Koad Central
Hongkong. This is a large impoit/éXpo g’company with an,eStablisﬁed
reputatign which has added a smuggling department since the Japsnese
surrender, and handles not only its own goods but alsc those of other
people on a commission besis. Similar companies exist in Canton.
(sourge: A Chinese naval Captain who is himself engaged in the trade.)

4, 4 thorough investigation of the profits to be made by smuggllng
goods into Canton has not been nade, but a fairly tyrical example

seems ©o be that of Bylon stockipgs. These sell in Hongkong at a re~
tall nrice of approximately HK$20.-which is sbout CNCE 11,00C at the
black market exchange rate prior to 19 August 1946. The same stockings
sell at a retail price of CNC$ 20,000 in Canton, and if the cost of :
smuggling be assumed as zbout ten per cent of the Hongkong purchase
price (as was stated in the case of the smell organizations 7 the
profit is considerable. :

The vrotit of smuggling goods from Canton tc Hongkohy can be seen In
sptten varn. The Canton papers Wiak Chao Pao' and "Klen Kwok Pao' of

11 Anpgust 1946 published Hongkong and Canton prices of cotton yarn of
worious types. The aversge price per bale cof 400 1bs. is CHCE200,000
higher in Hongkong than in Cantonj and the Chimese naval infermant
quoted s fixed smuggling cost oi’ CHU$LOC,00C per bale, which ineludes
vick-up and delivery charges. “he cotton sruggling business is so well-
zotatlished that it is common practiee for Canton meoney sxensnge shops
o buy cotbon and ship it Lo Hongkong, apresing to pay cash three days

: cle purchase, plus three days interest on the purchasc price., UTha
{ is CNCY 5000 per million psr day, end the money for the cotton
«biy comesn back from Honglhong on the third day.

sions. Made By gourcn
For inported {mal

_SAGARNTTEG (Obtaineble at Vine Sun Hong,
Paining Rd.)

L Brand —.Xrice Uik
Fhillip Morris {(new) CN$530 : Fke.
Camel {new) K50 u
l1da Gold 370 : L
Dunhill (Canada} 330 i
Marshall {BEngland) 510 "
Abdullah Oingland) 390 "
Chelsea 380 : u
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SENNED-GOODS | (Obtainable at all provision
stores on Taioing Rd.)

Article & Brand Unit,

_ Price T
Hestle®s Milk Pouder o CNS4 i
Horlieck®s lalted Milk - "32888 % %g géﬁ
Quaker Cats ( paper pkg) 850 i.é:-‘ 1‘;) kg
Ovaltine 3,000 8 oz " PRE
Del Monte Fruft Cocktail 37 ECO 1 1b.
ubter 22 £00 1 1b.
Qhe:ese o 1,800 1 f,b~
Coffes (HIL1's) 27 500 1 1b.

t all foresisn goods

Cleansing Creanm 300
con T EERS A . * ) J‘CO (3 q B4 .
8kin Retreshensr % 000 §§%§u§ ?if; {each)
Pan-Cake Make-Up (Standard 25 Ay ledium Sine (each)
: 8 KE p (Rtandar d) 7, CCO Medi ot 3
ye=-lash Makeup (refills) 1,500 E\‘I? .:eiﬁ“? ’;fi*f’ ;gagg\
Soclety Paco Pow 2 8o : fsdlui Sise (eachy
Lip Sticl owder ]ns-(’(-fo‘“lf‘uUGO HMediun Sigze {each)
Rouge v o geggmn §1ze éeachg
& & ] T - 2
Colgate’s Tocth Pas: ediun size (each
& h Paste L Medium Bize {(esch)

~HISCELLANGOUS _(Dbtainable at Ha Kau Po

‘ aad other foreign ronds stores)

Blasti~glass Belt CO0m1E O o
~ Arrow Shirts 58"660 #9000 ::‘og?

Silk Stockings (Morley) 8':000 rex ir

%ii}g Sceks {men's) 1,5C0=-4,000C pe;' gﬁii

Combs 2,0C0~4;, 000 T ‘

Threads 'CHAINY brand 40"400yds.  250-900 f;gﬁ

Ladies® Handbars 18,000~35, 000 Zach

CHICAL & INDUSTRIAL GOODS

e Attt

Sulphurie Acid 659 G585 T

Glycerine 5f 1‘%)263 per 1b.
Arabic Gum "7 a10 per 1b.
Vaseline (White) A00 "

Xgaselinaa (Yelliow) 230 "

saustic Soda 7
© 808a Ashes 4323883 per 400 1bs.
Soda Powder 147600 per"cw'{;g
Shellac 5;:;’CQQ " -
Wax {Thite) 100" GO0 , - .

Zine Powder 997 T en0 gg; Eacu&
Gocoamit 011 {"Singapore) 110, 000 per pieul
Bleaching Powder 1?5’8(58 per 100 1bs.
Bacharin (Monssndo) 23—4’000 per owt.
Gasoline (Vhite) 82’50.0 pe” &r;lb“-;tm
Gagoline (Yollow) 73’ 500 per o2 gallons
American Résin 10, 000 pgir i%ugiallons

y R 14
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aftic‘te & Brand Unit
rapping Paper (Yellow) per 1b,
%.ﬁewspaper ‘ 42,000 per rm.
“ax Paper {White) 1?8 oco . per Tm,
“ax Paper f"enite) 1285000 : per 16 1bs.,
Typewritin g Paper 1,,000 per rm.

[#,8

- Preusr, Smupeling

The estinsted amount of suuggling ir and out of Canton during the

years 1933~37 is given in the followinsz table:
Outeoing,
CHG =
N 9. 1,292,000,
"? 2,214, ‘ 1,202,000, ;
o L2, 978,000, 4,151,000,
39,351,000, 7,531,000,

ancoming eontvaband ineinded suear, atnlme, piece goods, textiles,

Glanonds =nd other orecious stones, dyestnffs and chericals.
contraband consisted of &clir-ﬁr wood ¢il, lead and raw silk,

ST IITTATION OF CANGTUNG PROVINGE, viblished
in 31047, quuting 'i,m roacord of tho Fw'm Lung

i

iz estimated by the "“ng 3un Company theti Tz,000 peopls wWere en—
ced In smugeling in t:*e Canton area immedlately rveceding the Paecifie

A‘Li,hou;ﬁ*n the main routes in wuse st tho present time have been covered
in this reporit., there arc a nunber of other routes which have been
traditionsliy used Ty bLE‘ Kwangtung smugglers and are still used te
some extent. The compiate list of routes having Hongkong es the hub
is as fellows:

.  from Hongkong to Canton direet via ces route.

Canton=-Kowloon Railway «nd Canton Kowloon dighway

b. from Hongitong %o Chiangmen (11.3-06,22-34), thenece tn the inter

ior ’ . A

G ,.':*m‘fiong}mng te Macao and via Shihch'i (,{5/2 ""’j{) » Chungshan
{113-26,20-22% to Canton. '

d. From Kowloon to Tap'o via Shaylitung (f’f,?%) Eg’ﬂ); thence to the
Interior snd ’f«zmt River Areas. A

. i
. . , A d . .

_g. Fron &oyleon tes uh taukok (] ﬁﬁi}?ln: approximately 1l14-15,
22-30), throurh Kueifung( ¥ 24 ,/ approximetely :'1%‘8 22-35),
thenee to the intc”*nr" 7~ /.‘?

i, From Congkong to Pingshan (1id-22, 22«41) and Jenshan (112-59,

21-59) ir Bias Bay
7. Fron pongkong to Yangehiang [111-53,21-52),

2. dron longheng to Kunnghai (112-48,21-58) and Chihechi (112-59,

A gketech of thase rontes s t‘cng
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