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| LIST OF PAPERS 
(Unless otherwise specified, the correspondence is from or fo officials in the Department of State.) 

THE FAR EASTERN CRISIS: JAPANESE POLITICO-ECONOMIC 

PENETRATION IN CHINA SOUTH OF “MANCHOUKUO” 

CHAPTER I: JANUARY 1-APRIL 16, 1934 

Date and Subject Page 

1934 
Jan. 6 | From the Ambassador in Germany 1 
(401) Conversation with the Netherland Minister concerning a 

change in Japanese foreign policy envisaging more extensive con- 
trol of the Far East, and developments toward that end. 

Jan. 9 | From the Minister in China (tel.) 2 
(21) Report of general belief that an announcement will be forth- 

coming concerning plans for the establishment of Pu-yi as 
“Emperor of a Colonial Mongol Manchu Kingdom” on March 1; 
opinion that the proposed coronation is designed to bring the 
Mongols of Inner Mongolia under Japanese control. 

Jan. 11 | From the Ambassador in Japan 2 
(640) Observations with respect to the political significance of the 

Japanese step toward coronation of Pu-yi as “Emperor of 
Manchoukuo.” 

Jan. 11 | From the Ambassador in Japan 3 
(644) Conversation with the Soviet Ambassador concerning possible . 

renewal of Soviet-Japanese negotiations for the sale of the 
Chinese Eastern Railway; Soviet Ambassador’s opinion that 
plans to establish ‘‘Manchoukuo”’ as a kingdom are for the specific 
purpose of eventual Japanese assimilation of North China and 
other adjacent territory. 

Jan. 17 | From the Minister in China (tel.) 4 
(42) From Harbin, January 16: Japanese Consul General’s confirm- 

ation of report that Pu-yi will be made emperor on March 1. 

Jan. 17 | From the Minister in China 4 
(2470) Résumé of observations of a Japanese diplomatic officer con- 

cerning the division of opinion among Japanese leaders with 
respect to Japanese ambitions in China, 

Jan. 18 | From the Consul General at Harbin to the Minister in China 5 
(2757) Information concerning recent ‘‘Manchoukuo’’-Soviet con- 

versations preparatory to resumption of negotiations for the sale 
of the Chinese Eastern Railway. 

Jan. 22 | From the Ambassador in Japan (tel.) 6 
(12) Report of repercussions arising from publicity given to an 

address delivered by Stanley K. Hornbeck, Chief of the Division 
of Far Eastern Affairs, Department of State, on ‘‘Principles of 
American Policy in Relation to the Far East’’ before the Ninth 
Conference on the Cause and Cure of War, Washington, D. C. 

Jan. 22 | From the Ambassador in Japan (tel.) 8 
(13) Report of general belief that Germany, in view of her with- 

drawal from the League of Nations, may no longer maintain her 
former attitude of nonrecognition of ‘‘Manchoukuo’’. 

V



VI LIST OF PAPERS 

THE FAR EASTERN CRISIS 

CuaptTEeR I: January 1—Aprit 16, 1934—Continued 

Date and Subject Page 

1934 
Jan. 22 | To the Ambassador in Japan (tel.) 8 

(7) Instructions discreetly to inform Foreign Minister Hirota that 
the spirit and letter of Hornbeck’s statements have evidently 
been subjected to distortion either in the process of bringing 
them to the attention of the Foreign Office or in the considera- 
tion of them by the Foreign Office. 

Undated | Address by the Japanese Minister for Foreign Affairs Before the 9 
Japanese Diet 

Statement of Japan’s foreign policy with emphasis on her 
position with relation to the ‘“‘State of Manchoukuo’’. 

(Footnote: Receipt of copy of statement from Japanese Chargé 
January 22.) 

Jan. 22 | Memorandum by the Consul and Vice Consul at Tsinan of a Con- | 18 
versation With the Chatrman of the Shantung Provincial 
Government 

Offer of General Han to furnish the United States concessions 
and military bases in Shantung as security in exchange for muni- 
tions of war in order to counteract further Japanese acts of 
aggression in North China. 

(Footnote: Instructions from the Minister in China to the 
Consul at Tsinan, January 29, to inform General Han that the 
United States is not interested in his proposal.) 

Jan. 23 | From the Ambassador in Japan (tel.) 15 
(15) Report of various conjectures in connection with the resigna- 

tion, January 22, of General Araki as Minister of War and of his 
replacement by General Hayashi. 

Jan. 24 | From the Ambassador in Japan (tel.) 16 
(16) Information that Foreign Minister Hirota was advised of the 

distorted report of Hornbeck’s address and that he agreed to 
make rectification. 

Jan. 25 | From the Ambassador in Japan (tel.) 17 
(17) Advice that a correct report of Hornbeck’s address was pub- 

lished prominently in Japanese newspapers on January 25. 

Jan. 25 | From the Minister in China (tel.) 17 
(65) Exchange of views with the U.S. Asiatic Fleet Commander-in- 

Chief (texts printed), agreeing that, in the light of the general 
political situation in China and conditions in the Shanghai area, 
the U. 8. Marine force at Shanghai should not be withdrawn or 
reduced. 

Jan. 26 | From the Ambassador in Japan (tel.) 17 
(19) Information that Hirota, in reply to an interpellation in the 

Lower House concerning Hornbeck’s speech, stated that the ver- 
sion published in Japan had been distorted, but that the American 
Ambassador had corrected the mistake. 

Jan. 26 | From the Ambassador in Japan 18 
(656) Indication of aggressive aims of a certain group of Japanese 

military men as revealed in an interview between Consul General 
Davis and Lt. Gen. Kawashima, commander of Japanese troops 
in Chosen. 

Jan. 26 | From the Ambassador in Japan 18 
(659) Observations on the Chinese Eastern Railway sale controversy, 

| and general aspects of Soviet-Japanese relations.



LIST OF PAPERS VII 

THE FAR EASTERN CRISIS 

CHAPTER I: JANUARY 1—-ApRit 16, 1934—Continued 

Date and Subject Page 

1934 
Jan. 30 | From the Ambassador in Germany 22 

(483) Denial by Dr. Meyer of the Foreign Office of any present 
German intention of recognizing ‘‘Manchoukuo’’; his general 
views on the Far Eastern situation. 

Feb. 1 | From the Ambassador in Japan (tel.) 23 
(21) Substance of Hirota’s statement in the Diet, January 31, with 

respect to naval ratios and the questions of Manchuria and the 
mandated islands. 

Feb. 3 | From the Consul General at Mukden to the Minister in China 24 
(892) Report of the general favorable change in sentiment of the 

people of ‘‘Manchoukuo”’ toward the new regime. 

Feb. 8 | From the Ambassador in Japan 26 
(668) Observations concerning a renewed movement toward former 

Japanese aspirations for a Pan-Asiatic League through the use of 
propaganda pertaining to the supposed exploitation of Asiatic . 
peoples by Western nations, and Japan’s role as defender of Asia. 

Feb. 8 | From the Ambassador in Japan 29 
(669) Report of public announcement, January 20, of the forth- 

coming enthronement on March 1 of Pu-yi as emperor of ‘‘Man- 
choukuo’’; observations on the various implications of the move 
and the future developments to which it may lead. 

Feb. 8 | From the Ambassador in Japan 32 
(670) Analysis of recent developments in Soviet-Japanese relations, 

and report of foreign observers’ opinion that the possibility of 
avoiding armed conflict is greater than it was 6 months ago. 

Feb. 18 | Memorandum by the Chief of the Division of Far Eastern Affairs | 36 
Conversation with the Soviet Ambassador, who expressed the 

opinion that Japan does not at present intend to attack the 
Soviet Union in the spring as formerly rumored in both countries. 

Feb. 15 | Memorandum by the Chief of the Division of Far Eastern Affairs | 36 
Observations on U. S. policy of nonrecognition of ‘‘Man- 

choukuo’’; opinion that there exists no real reason for either 
reconsideration or reiteration of the position taken by the pre- 
vious Administration in 1932 and reaffirmed by the present 
Administration. 

Feb. 16 | From the Minister in China 38 
(2542) Report of a conversation with certain Chinese officials, who 

expressed the belief that Japan will attack Russia but not 
immediately. 

Feb. 16 | From the Counselor of Legation in China 39 
Memorandum of February 14 (text printed) of a conversation 

with Tang Yu-jen, Administrative Vice Minister for Foreign 
Affairs, concerning Sino-Japanese relations. 

Feb. 21 | From the Ambassador in Japan 42 
(680) Report on German commercial interests in Manchuria; opinion 

that de jure recognition of ‘“Manchoukuo”’ by Germany is not 
imminent, but that the German Government and others may 
find it convenient to deal directly with ‘‘“Manchoukuo”’ officials 
through their consular officers in Manchuria, without raising the 

| question of recognition,



Viil LIST OF PAPERS 

THE FAR EASTERN CRISIS 

CuapTer I: January 1—Apriu 16, 1934—Continued 

‘number Sublect Page 

1934 
Feb. 21 | From the Ambassador in Japan 44 

(682) Report of Japanese apprehension concerning American aid to 
Chinese aviation as indicated by various press reports and com- 
ments by Government officials. 

Feb. 22 | From the Minister in China 46 
(2557) Information concerning Japanese proposals to Chinese authori- 

ties with respect to a policy of Sino-Japanese ‘‘friendship’’; opin- 
ion that the Central Government may agree under certain 
conditions rather than invite Japan, by a policy of resistance, to 
sever North China completely from Nanking for the purpose of 
creating a subservient buffer state. 

Feb. 23 | To the Ambassador in Japan (tel.) 51 
(21) Instructions to state to inquirers that the U. 8. Government’s 

policy of nonrecognition toward ‘‘Manchoukuo” is in no way 
changed, notwithstanding news reports to the contrary. 

Feb. 23 | From the Ambassador in Japan 51 
(691) Report of definite improvement in the Soviet-Japanese situa- 

tion; progress toward settlement of the fisheries dispute and re- 
sumption of negotiations for the sale of the Chinese Eastern 
Railway. 

Feb. 23 | From the Counselor of Legation in China 52 
Conversation with Marshal Chang Hsueh-liang, Vice Bandit 

Suppression Commissioner, concerning the present trend in Japa- 
nese domestic and foreign policy. BB 

[Feb. 26]| Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs of a Conversation With the British Deputy Under 
Secretary of State for Foreign Affairs 

Discussion of Far Eastern problems of mutual interest to the 
United States and Great Britain, particularly the question of 
recognition of ‘‘Manchoukuo” by the powers. 

Feb. 27 | From the Minister in China (tel.) 57 
(101) From Harbin, February 26: Report of the release of six Rus- 

sian railway prisoners and assumption that the Tokyo conference 
will be resumed with respect to the sale of the Chinese Eastern 
Railway. 

Feb. 27 | To the Chargé in Great Britain (tel.) 57 
(67) Instructions to inform the Foreign Office that the U. 8. Gov- 

ernment’s policy of nonrecognition toward ‘‘Manchoukuo’”’ re- 
mains unchanged despite current newspaper reports to the 
contrary. 

Feb. 27 | From the Ambassador in France 58 
(665) Affirmative reply of the Foreign Office (text printed) to an in- 

quiry as to whether measures had been taken by the French Gov- 
ernment toward protection of French interests in the Chinese 
Eastern Railway. 

Feb. 28 | From the Ambassador in Germany 59 
(564) Conversation with Mr. Daitz, head of the Foreign Political 

Office of the Nazi Party, who, in view of a German press report 
concerning possible U. 8. recognition of ‘“‘Manchoukuo’’, urged 
action toward that end on commercial grounds; advice, however, 
that Foreign Office position as reported in despatch No. 483, 
yanuary 30, apparently remains unmodified by the comments of 

r. Daitz.
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1934 
Mar. 1 | From Mr. Hsieh Chieh-shth (tel.) 59 

“Official” notification of the enthronement of Pu-yi as emperor 
. of the state of ‘‘Manchoukuo”’. 

Mar. 3 | Memorandum by the Chief of the Division of Far Eastern Affairs | 60 
Conversation with the Italian Ambassador concerning the 

question of nonrecognition of ‘‘Manchoukuo” in connection with 
recent developments in the Far East; mutual confirmation of un- 
altered positions of the United States and Italy on the subject. 

Mar. 5 | To the Chargé in Guatemala (tel.) 61 
(16) Instructions orally to inform the Foreign Minister that the 

U. S. Government’s policy of nonrecognition of ‘‘Manchoukuo”’ 
remains unchanged. 

Mar. 6 | From the Chinese Chargé 61 
Statement issued by the Chinese Voreign Minister at Nanking, 

March 5 (text printed), concerning the Chinese attitude toward 
the ‘“‘Manchoukuo”’ regime. 

Mar. 6 | From the Ambassador in Japan (tel.) 62 
(42) Information concerning the request of Mr, Pei Heng (Frank 

Ma), Third Secretary of the ‘‘Manchoukuo” Legation, for a visa . 
to travel to the Philippines on a nonpolitical mission. 

Mar. 7 | From the Ambassador in Japan 62 
(698) Quotations of various statements made in the present session 

of the Diet with respect to the Japanese mandated islands, occa- 
sioned by the possibility that relinquishment of the mandate 
might be demanded by the League of Nations, in view of Japan’s 
notice of intention to withdraw from the League on March 27, 
1935. 

Mar. 8 | To the Ambassador in Japan (tel.) 65 
(27) Advice that the Department does not desire that a visa be 

granted to Mr. Pei Heng in view of the controversial political 
question connected with the purpose of his visit to the Philip- 
pines. 

Mar. 8 | From the Ambassador in Japan 66 
(700) Report on the various aspects of Soviet-Japanese relations and 

role of Foreign Minister Hirota in achieving adjustment of 
certain controversies. Memorandum, March 9 (text printed), . 
of a conversation with the Soviet Ambassador in Japan concerning 
present status of negotiations for the sale of the Chinese Eastern 
Railway and the possibility of a Soviet-Japanese war. 

Mar. 10| From the Consul General at Mukden to the Minister in China 72 
(903) Receipt of communications from the ‘‘Manchoukuo’’ Foreign 

Office defining briefly the policy of the ‘‘Manchoukuo” govern- 
ment and inviting the foreign powers to enter into formal 
diplomatic relations with the new state. 

Mar. 13! From the Consul General at Mukden 73 
(658) Report of the first dinner given by a ‘“‘Manchoukuo’”’ official 

for the Consular Body and representative members of the 
foreign and Japanese communities. 

Mar. 13] From the Ambassador in the Soviet Union (tel.) 74 
(7) Receipt of inquiries from the Foreign Office with respect to 

negotiation of a U. S.—Soviet nonaggression pact; r2quest for 
instructions as to the U. 8. attitude in the matter.
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1934 
Mar. 14| From the Ambassador in the Soviet Union (tel.) 74, 

(11) Conversation with Litvinov, Soviet Commissar for Foreign 
Affairs, who was told upon inquiry that there was no evidence 
of U.S. inclination to propose a nonaggression pact between the 
United States, the Soviet Union, Japan, and China, or to extend 
recognition to ‘‘Manchoukuo’’. 

Mar. 15| From the Minister in China (tel.) 75 
(122) Request for Department’s views on the question of principle 

involved in the liquidation of the Liao River Conservancy Board; 
advice that the French Government holds that the dissolution of 
the Board constitutes violation of the conservancy agreement of 
1914 and that protest should be filed by the consulates concerned, 
while the British Government holds that lack of protest at the 
proper time precludes any action at this juncture. 

Mar. 16| From the Minister in China 76 
(2591) Views of the chief of the Peiping Office of the Panchen Lama 

concerning the future of Inner Mongolia. 

Mar. 17| To the Ambassador in the Soviet Union (tel.) 78 
(12) Advice that the President’s position on negotiating a bilateral 

- nonaggression pact with the Soviet Union is unchanged, and that 
he views with disfavor any nonaggression pact restricted to less 
than the whole group of powers having interests in the Pacific. 

Mar. 19} From the Ambassador in France 78 
(718) Report of the foundation of the ‘‘Banque Franco-Mandchoue’’ 

looking toward the financing of French activities in Manchuria. 

Mar. 19| Memorandum by the Minister in China of a Conversation With the | 79 
Chinese Vice Minister for Foreign Affairs 

Discussion of the present status of Sino-Japanese relations. 

Mar. 21] From the Ambassador in the Soviet Union (tel.) 82 
(25) Conversation with Litvinov concerning a general nonaggres- 

sion pact in the Pacific; Ambassador’s comment that the United 
States is not interested in any pact which excludes China, and is 
not prepared to recognize ‘‘Manchoukuo’’. 

Mar. 21; M emorandum of Conversation, by the Counselor of Legation in | 83 
hina 

Conversation with representatives of the Foreign Office con- 
cerning reported strained relations between Japan and the Soviet 
Union and the possible danger of an outbreak of war between 
them. 

Mar. 22| Memorandum by the Under Secretary of State 85 
Inquiry of the Netherland Minister as to the position the 

Department would take, should the Japanese Government 
extend an invitation to the Diplomatic Corps to meet Pu-yi 
during his state visit to Tokyo. 

Mar. 23] From the Ambassador in Japan 85 
(714) Appraisal of the Soviet-Japanese situation and observations 

indicating that Japan has no intention of deliberately provoking 
a conflict in the immediate future.
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1934 
Mar. 23} From the Counselor of Legation in China to the Minister in China | 88 
(L-240 Report of a conversation with Mr. Li-Sheng-wu of the Foreign 
Diplo.) | Office concerning certain press reports (excerpts printed) indicat- 

ing a possible reversal of U. 8. attitude toward nonrecognition of 
‘‘Manchoukuo’’; Chinese desire for restatement of Department’s 
position on the question. 

(Footnote: Information that the Counselor, later on March 23, 
informed the Chinese Foreign Office of the substance of the 
Hull-Hirota exchange of views, February 21 and March 3.) 

Mar. 26 | To the Ambassador in Japan (tel.) 91 
(88) Instructions to report facts and comments in case Pu-yi should 

make an official visit to Tokyo and invitations are issued for 
, functions in his honor. 

Mar. 27 | To the Consul General at Shanghai (tel.) 91 
(67) Instructions relative to Japanese offer to settle certain Ameri- 

can claims arising from the hostilities at Shanghai in 1932. 

Mar. 27 | From the Minister in China 92 
(2617) Report of recent activities in Peiping of Mr. C. Araki, Diplo- 

matic Officer attached to the Japanese Kwantung Army Head- 
quarters, who called at several of the local American missions and 
requested information as to the location of all American mission 
property in Hopei Province. 

Mar. 28 | From the Consul General at Mukden to the Minister in China 94 
(911) Receipt of communication from the Kirin Provincial Govern- 

ment concerning American claims for losses by looting; advice 
that the communication is noncommittal but constitutes as satis- 
factory a reply as can be expected, so long as recognition of 
‘‘Manchoukuo” is withheld by the U. 8. Government. 

Mar. 28 | From the Japanese Consul General at Shanghai to the American 95 
Consul General at Shanghai 

Intention of the Japanese Government to give solatium to 19 
American citizens and organizations for losses sustained in the 
Shanghai Incident of 1982 although the Japanese Government 
denies any responsibility in the matter. 

Mar. 29 | From the Minister in China 96 
(2622) Résumé of a conversation with General Huang Fu, Chairman 

of the Peiping Political Affairs Readjustment Committee, con- 
cerning Sino-Japanese relations and conditions in China. 

Mar. 30 | Memorandum by the Under Secretary of State 96 
Conversation with the Soviet Ambassador concerning Soviet- 

Japanese relations; his opinion that war is not likely in the im- 
mediate future. 

Mar. 31 | To the Minister in China (tel.) 97 
(87) Department’s concurrence with French view concerning dis- . 

solution of the Liao River Conservancy Board; instructions to 
confer with French and British colleagues as to the advisability 
of joint protest to the Japanese Government. 

Mar. 31 | From the Consul General at Mukden 98 
(662) Detailed report on the trend toward Japanese monopolization 

of trade in Manchuria.
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1934 
Apr. 4 | From the Minister in China (tel.) 105 

(151) Request for clarification of Department’s instructions with 
respect to representations to be made in regard to the Liao River 
Conservancy Board issue. 

Apr. 4 | To the Minister in China (tel.) 105 
(94) Clarification of Department’s instructions. 

Apr. 7 | Memorandum by the Under Secretary of State 105 
Record of the Soviet Ambassador’s observations concerning 

conditions in ‘‘Manchoukuo” and Far Eastern affairs in general. 

Apr. 11 | From the Minister in China (tel.) 106 
(164) Report of recent developments in Sino-Japanese relations; 

further indications of Japanese pressure to effect a ‘‘compromise’”’ 
. or policy of “friendship” with China. 

Apr. 11 | From the Minister in China 108 
(2657) Comments of British Minister concerning the attitude which 

Great Britain would adopt in the event of war between Japan 
and the Soviet Union. 

Apr. 16 | To the Minister in China (tel.) 109 
(111) Reminder that in the Department’s opinion the initiative is 

with the French in the matter of objecting to the dissolution of 
the Liao River Conservancy Board. 

(Footnote: Report of German Government’s attitude that it 
will join but not take the initiative in the proposal.) 

Apr. 16 | From the Ambassador in the Soviet Union 109 
(24) Report on Soviet-Japanese relations; account of continued 

preparation for war in the Far East and general belief among 
Soviet leaders that Japan will eventually attack Russia. 

Cuapter II: Aprit 17-JunE 30, 1934 

1934 
Apr. 18 | From the Ambassador in Japan (tel.) 112 

(71) Information concerning the announcement, April 17, by the 
Foreign Office spokesman, Eiji Amau, of Japan’s objections to 
foreign assistance to China. 

Apr. 18 | From the Minister in China (tel.) 113 
(180) From Counselor of Legation Peck, Nanking, April 18: Con- 

versation with Acting Foreign Minister concerning difficult de- 
cision facing China with regard to Japanese insistence upon 
reopening of through railway traffic with ‘Manchoukuo”’; 
Legation’s view that Counselor should be instructed to say that 
the United States is not prepared to advise the Chinese Govern- 
ment in the matter. 

Apr. 19 | From the Chinese Foreign Office to the Chinese Legation in Wash- | 114 
ungton . 

Text of informal statement issued April 19 in reply to the 
Japanese announcement of April 17. 

Apr. 20 | From the Minister in China (tel.) 115 
(184) Further information concerning French views on the procedure 

for registering protest in connection with the Liao River Con- 
servancy Board issue.
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Apr. 20 | From the Ambassador in Japan (tel.) 115 

(72) Advice that the only certain method of obtaining a correct 
interpretation of Amau’s statement of Japanese policy of April 17 
is to seek an explanation from Foreign Minister Hirota himself; 
indication that the Ambassador will not act unless instructed. 

Apr. 20 | To the Minister in China (tel.) 116 
(120) Instructions to convey to Foreign Office Department’s atti- 

tude that it would be inappropriate to give the Chinese Govern- 
ment advice in regard to the question of through railway traffic 
with Manchuria. 

(Footnote: Information that when this instruction was carried 
out, April 22, Dr. Wang Ching-wei, the Acting Foreign Minister, 
stated that if the Chinese Government did compromise on the issue, 
it would not do so ina way to disturb the principle of nonrecog- 
nition of ‘‘Manchoukuo’’.) 

Apr. 20 | Yo ihe Ambassador in Japan (tel.) 117 
(54) Department’s opinion that no action indicative of interest or 

concern should be taken at this time with regard to,jthe Amau 
statement on Japanese policy. 

(Footnote: Information that in similar instructions to diplo- 
‘matic representatives in the Soviet Union and China, the 
Department requested reports on reaction, official and unofficial, 

| in those countries.) 

Apr. 20 | From the Ambassador in Japan 117 
(751) Opinion that the Amau statement of April 17 conveys the 

true attitude of the Japanese Government toward foreign activi- 
ties in China, but that the Foreign Office, for diplomatic reasons, 
is maintaining a position such that it can deny official issuance 
of the statement. Information that Amau made a supplementary 
statement to the press, April 20, modifying the tone of the orig- 
inal statement but not altering the basic policy. | 

Apr. 21 | From the Ambassador in Great Britain (tel.) 121 
(187) Résumé of British press reaction to Amau’s statement of 

April 17; expectation that an official statement will be made in 
the House of Commons at an early date. 

Apr. 21 | From the Ambassador in Great Britain (tel.) 122 
(188) Conversation with Sir John Simon, the Foreign Secretary, who 

expressed the hope that there might be an early U. 8.-British ex- 
change of views concerning the significance of Amau’s statement. 

Apr. 21 | From the Minister in China (tel.) 123 
(187) Information that Great Britain is unwilling to retreat from 

the position previously taken in connection with the Liao 
River Conservancy Board issue. 

Apr. 21 | From the Ambassador in Japan (tel.) 123 
(73) Advice that foreign observers now believe that the recent 

definition of Japanese policy was fully endorsed by Hirota and 
was precipitated by Japanese apprehension of foreign activity in 
China. 

Apr. 22 | From the Ambassador in the Soviet Union (tel.) 124 
(60) Report of Litvinov’s comments concerning the Amau state- 

ment; his belief that the one way to stop Japan is to call on all 
powers interested in the Pacific for a joint protest.
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Apr. 23 | From the Ambassador in Great Britain (tel.) 125 

(190) Report of Sir John Simon’s statement in the House of Com- 
mons, April 23 (excerpt printed), on the necessity of communi- 
cating with the Japanese Government in order to clarify Great 
Britain’s position, in the light of the Japanese statement of 
April 17. 

Apr. 23 | To the Ambassador in Great Britain (tel.) 126 
(156) Information concerning Department’s attitude with regard 

to the Japanese statement, and instructions to inform Sir John 
Simon that the U. S. Government would welcome an early 
exchange of views in the matter. 

Apr. 23 | To the Ambassador in Great Britain (tel.) 127 
(157) Information that the Japanese Ambassador has commented 

to the press that the Japanese statement should not be regarded 
as directed against the United States; opinion that such com- 
ments are designed to lull the powers into a passive attitude. 

Apr. 24 | From the Consul at Geneva (tel.) 127 
(55) Information that Yokoyama, Japanese Consul General, made 

a statement to the press, April 23, outlining Japan’s Asiatic 
policy. General impression that it was addressed particularly 
to the League of Nations and prompted in part by developments 
in the League’s program of technical assistance to China. 

Apr. 24 | Memorandum by the Chief of the Division of Far Eastern Affairs | 128 
Résumé of certain facts which should be kept in mind in 

connection with consideration of a rejoinder to the Japanese 
Foreign Office statement. 

Apr. 24 | To the Minister in China (éel.) 129 
(125) Advice that the Department will defer consideration of the 

Liao River Conservancy issue until information is received that 
the French desire to pursue the matter further. 

Apr. 24 | To the Ambassador in Japan (tel.) 129 
(55) Instructions to obtain a copy of translation of text of the 

Japanese statement, as telegraphed to New York by Wilfrid 
Fleisher, New York Herald Tribune correpondent in Japan, 
and to inquire of Hirota as to the accuracy of the translation. 

Apr. 24 | From the Minister in China (tel.) 130 
(193) Information as to Chinese press comment on Japanese state- 

ment of April 17. 

Apr. 24 | From the Ambassador in Great Britain (tel.) 131 
(196) Report of personal views of Sir Victor Wellesley of the Foreign 

Office concerning the Japanese statement. 

Apr. 24 | Memorandum by the Under Secretary of State 132 
Conversation with the French Ambassador, who was told, 

upon inquiry, that the Department has not yet taken a definite 
position with respect to the Japanese statement. 

Apr. 24 | To the Minister in Switzerland, at Geneva 133 
U. 8. position relative to the extent to which de facto relations 

may be permitted between foreign postal administrations and 
the Manchurian postal authorities without involving recognition 
of the existing regime in Manchuria; instructions to convey this 
information to League of Nations Advisory Committee.
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1934 
Apr. 25 | From the Counselor of Legation in China (tel.) 134 

(30) Summary of Chinese official opinion regarding the Japanese 
informal statement of policy toward China. 

Apr. 25 | From the Ambassador in Great Britain (tel.) 135 
(200) Foreign Office position that any suggestion for concerted 

consideration by the British and American Governments of the 
recent Japanese statement should not go beyond an exchange 
of views. 

Apr. 25 | Memorandum by the Secretary of State 136 
Conversation with the Chinese Minister, who inquired as to the 

Department’s reaction to the Japanese statement and was 
advised that the Department was not prepared to make an 
official comment at present. 

Apr. 25 | Memorandum by the Under Secretary of State 137 
Italian Ambassador’s advice that the Japanese Foreign Office 

confirmed to the Italian Ambassador in Tokyo that Amau’s 
recent statement represented the official Japanese attitude. 

Apr. 25 | To the Consul at Geneva (tel.) 137 
(30) Instructions to withhold comment concerning the Japanese 

statement, to report developments and reaction, and to repeat 
instructions to Paris and Rome. 

Apr. 26 | From the Ambassador in Japan (tel.) 138 
(77) Advice that there is no authoritative text of the Japanese state- 

ment inasmuch as the statement was first issued orally in Japa- 
nese by Amau to press correspondents and later “unofficially” 
in written English translation; opinion, however, that Amau’s 
statement was taken from an instruction approved by Hirota 
for transmission to all Japanese diplomatic missions for their 
guidance but was released without Hirota’s knowledge or consent. 

Apr. 26 | To the Ambassador in Japan (tel.) 139 
(57) Receipt from the Japanese Ambassador of translation of 

Hirota’s instruction to the Japanese Minister in China; advice 
that Amau’s statement of April 17, as reported in Herald Trib- 
une text, seems to be substantially a paraphrase of that instruc- 
tion, . 

Apr. 26 | From the Counselor of Legation in China (tel.) 139 
(32) Indications that China’s spirit of resistance to Japan has been 

revived and strengthened by the belief that the effect of the 
Japanese statement of April 17 is to join the Nine-Power Treaty 
signatories with China as victims of Japanese treaty violation. 

Apr. 26 | From the Ambassador in Japan (tel.) 140 
(78) Efforts to verify translation of Amau’s statement; receipt of 

communication from Hirota (text printed), endorsed by him as 
representing his true policy toward China, and purporting to be 
gist of Amau’s supplementary statement to the press of April 20. 

Apr. 26 | From the Ambassador in Japan (tel.) 141 
(79) Confidential information that the British Ambassador under 

instructions sought a clarification of the Amau statement with 
special reference to the provisions of the Nine-Power Treaty and 
was told by Hirota that the statement failed to interpret cor- 
rectly the policy of the Japanese Government.
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Apr. 26 | From ne Chief of the Division of Far Eastern Affairs to the Secretary | 141 
of State 

Résumé of the Japanese situation, and opinion that the Amau 
statement of April 17 represented a disclosure of policy rather 
than a declaration. 

Apr. 26 | Memorandum by the Under Secretary of State 142 
Conversation with the British Ambassador, who advised of his 

Government’s opposition to any concerted action in the Far 
Eastern situation, and read the instructions (text printed) which 
had been sent to the British Ambassador in Tokyo concerning 
British views on the Japanese statement of policy toward China. 

Apr. 27 | From the Counselor of Legation in China (tel.) 143 
(195) Minister’s comments and views on the Japanese statement of 

policy. 

Apr. 27 | From the Acting Secretary of the Navy 144 
((SC) Request that all consular officers be instructed to furnish 
EF37) | information with regard to Japanese shipping in order to detect 

any early indication of Japanese belligerent intentions. 

Apr. 28 | From the Consul at Geneva (tel.) 145 
(61) Report of Secretary General Avenol’s views of League of Na- 

tions policy vis-A-vis the Far Eastern situation. 

Apr. 29 | From the Consul General at Canton (tel.) 147 
Information that the Consuls at Canton have received for 

transmission a declaration by the Southwest Political Council 
addressed to the League of Nations and the Ministers of the 
signatory powers of the Nine-Power Pact, referring to Japanese 
statement of April 17 and urging that they discharge their treaty 
obligations. 

Apr. 80 | From the Ambassador in Japan (tel.) 148 
(84) Amau’s announcement that no official clarification of Japanese 

policy in China will be issued as had been previously announced. 
Information that an aide-mémoire was presented to the Foreign 
Minister on April 29. 

Apr. 30 | From the Ambassador in Great Britain (tel.) 148 
(2138) Information that Sir John Simon, in answer to questions in 

Parliament, stated that an exchange of assurances between Japan 
and Great Britain on the principle of equal rights in China had 
been effected by friendly inquiry on the basis of the Nine-Power 
Treaty of 1922. 

May 1 | From the Consul at Geneva (tel.) 150 
(64) Further information concerning the current League of Nations 

relationship to the Far Eastern situation, particularly with ref- 
erence to Japanese allegations of political activities against 
Rajchman, head of League’s mission on technical assistance to 
China. 

May 1 | From the Ambassador in Japan (tel.) 152 
(85) Conversation with the Soviet Ambassador, who commented 

upon the failure of the resumed negotiations for the sale of the 
Chinese Eastern Railway and his anticipation of further strained 
Soviet-Japanese relations.
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May 1 | From the Ambassador in Japan (tel.) 152 

(86) Vice Foreign Minister’s comment in press interview upon the 
frank and friendly nature of the U. 8. aide-mémoire of April 29, 
and advice that it will be answered in the same tone. 

May 1 | To the Ambassador in Japan (tel.) 153 
(61) Substance of Secretary Hull’s background comments at a 

press conference, April 30, on U. 8, aide-mémoire of April 29 to 
Japanese Government. 

May 2 | To the Ambassador in Great Britain (tel.) 153 . 
(176) Instructions to compile an analytical report on the British 

Government’s attitude toward the Japanese statements relating 
to China policy from April 17 through April 30; also to report 
on the reaction in Great Britain to the British Government’s 
attitude. 

May 2 | From the Ambassador in Italy (tel.) 154 
(85) Conversation with the Foreign Minister, who stated that his 

Government had not made any representations with respect to 
the Japanese declaration of policy. 

May 31 From the Consul at Geneva (tel.) 154 
(66) Substance of a conversation between Secretary General Avenol 

and Japanese Consul General Yokoyama, May 1, concerning 
the Japanese attitude toward the League’s program of technical 
assistance to China. 

May 83 | From the Counselor of Legation in China (tel.) 156 
(198) From the Minister, Nanking, May 2: Information that the 

Chinese Government has requested from the British Government 
an explanation of the reference in Sir John Simon’s statement, 
April 30, to special rights of Japan ‘‘recognized by other powers’’. 

May 3 To the Ambassador in Japan (tel.) 156 
(62) Refutation of a Japanese news report that in May 1933, 

President Roosevelt pledged recognition of Japan as the “‘stabi- 
lizing influence of the Far East’’. 

May 3 | From the Ambassador in Japan . ; 156 
(761) Conversation with the Soviet Ambassador concerning the 

general aspects of Soviet-Japanese relations. 

May 4 | From the Ambassador in France (tel.) 159 
(342) Information that the French reply, May 3, to the Japanese 

explanatory note on China policy established position of France 
as an upholder of the existing treaties. 

May 4 | From the Ambassador in Japan 160 
(771) Background information concerning Amau’s statement of 

April 17. 

May 5 | From the Minister in China (tel.) 164 
(202) Advice that the Chinese Government considers the British 

Government’s explanation of Sir John Simon’s reference to 
Japanese special rights in China to be unsatisfactory, and has 
instructed its Minister to make further inquiries. 
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May 7 | Memorandum by the Secretary of State 164 

Inquiry of the British Ambassador as to the Department’s 
attitude toward Sir John Simon’s recent statement concerning 
special Japanese rights in China; reply that the Department 
was not disposed to complain about the matter. 

May 7 | From the Ambassador in Great Britain 165 
(686) Analysis of the British Government’s attitude and action 

with respect to the Japanese statement of April 17. 

May 8 | From the British Ambassador 172 
Sir John Simon’s answer (text printed) to a parliamentary 

question concerning the phrase relating to special Japanese rights 
in China. 

May 9 | From the Consul at Geneva (tel.) 172 
(70) Conversation with the Chinese Minister, who related Avenol’s 

advice that the best position for the Chinese in the League Tech- 
nical Assistance Committee would be to ignore the Japanese 
public declarations and to proceed on the assumption that the 
assistance to China would continue as planned. 

May 10 | From the Minister in China 173 
Information that the Chinese Government has decided not to 

alter its present policy with respect to the question of postal 
service between China proper and Manchuria, but that it has 
discussed two possible methods of settling the question of through 
traffic on the Peiping-Mukden Railway. 

May 10 | From the Consul General at Mukden to the Minister in China 174 
(925) Report of the appointment of Bishop Gaspais as the temporary 

representative of the Catholic Church in ‘‘Manchoukuo,” and 
Japanese press comment that the appointment constituted de 
facto recognition of the new state by the Holy See. 

(Footnote: Denial in news despatch from Rome that this ap- 
pointment in any way implied a recognition of ‘‘Manchoukuo.”’) 

May 11 | To the Secretary of the Navy 175 
Reasons for Department’s reluctance to issue a general 

instruction to consular officers to report on movements and 
concentration of Japanese vessels, as requested in Navy Depart- 
ment’s letter of April 27; information, however, that the Consul 
at Kobe, Japan, is under standing instruction to report monthly 
on Japanese shipping. 

May 12 | From the Ambassador in Japan (tel.) 176 
(92) . Advice that the French Ambassador is of the opinion that the 

French reply to the Japanese statement will cause a reopening 
of the discussion of Japanese policy since it refers to article 7 of 
the Nine-Power Treaty with which the recent Japanese state- 
ments of policy appear to conflict. 

May 12 | To the Ambassador in Japan (tel.) 176 
(71) Substance, as reported by the Paris press, of the French note 

to Japan; information that the French Government, desirous of 
adopting an attitude in accord with the policies of the United 
States and Great Britain, had delayed its note until action had 
been taken by the other two countries.
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May 14 | From the Minister in Switzerland (tel.) 177 

(247) Substance of the League Advisory Committee’s draft proposal 
concerning transactions between the ‘“‘Manchoukuo”’ and foreign 
postal administrations, such transactions not to involve the 
question of recognition of the ‘‘Manchoukuo” regime. 

May 14 | From the Minister in Switzerland (tel.) 178 
(248) Information that Department’s position as set forth in its 

instruction of April 24 is at variance with the advice of the 
technical organs of the League, and opinion that it might be 
advisable to concur in the Advisory Committee draft proposal 
should it be unanimously approved. 

May 14 | From the Minister in Switzerland (tel.) 179 
(250) Indication that the entire Advisory Committee wishes to treat 

the postal administration question as a purely technical matter 
with no political significance; opinion that it was considered 
advisable to withhold comment, but that Department’s views 
can be presented at next committee meeting, if desired. 

May 14 | From the Ambassador in the Soviet Union 179 
(49) Conversation with Litvinov, who advised that discussions 

have been reopened with Japan for the sale of the Chinese 
Eastern Railway, which, if effected, will constitute de facto 
recognition of ‘‘Manchoukuo” by the Soviet Union; his further 
comments concerning the roles of the United States and Great 
Britain in the Far East crisis. 

May 15 | To the Minister in Switzerland (tel.) 180 
(152) Advice that the Department prefers the course suggested in 

its instruction of April 24, but that, with certain provisions, it 
is not disposed to object to the Advisory Committee’s proposal. 

May 16 | From the Minister in Switzerland (tel.) 180 
(253) Report of the adoption of the Advisory Committee’s proposal 

with a minor amendment offered by the American Minister. 

May 17 | From the Ambassador in Japan to the Consul at Geneva 181. 
Outline of the political situation in Japan with particular 

reference to the Japanese attitude toward international co- 
operation at present and the basic Japanese aim of ultimate 
domination of East Asia. 

May 18 | From the Ambassador in Great Britain (tel.) 185 
(265) Summary of Sir John Simon’s statement relating to British 

policy in the Far East in reply to questions in the House of Com- 
mons, in which he pointed out the limitation of American cooper- 
ation in connection with the question of embarking on a policy 
of economic sanctions. 

May 19 | From the Ambassador in Great Britain (tel.) 186 
(267) Quotation of official text of that portion of the Simon state- 

ment pertaining to sanctions and American cooperation. 

May 22 | From the Ambassador in Japan (tel.) 189 
(97) Information concerning the delayed announcement of the 

recognition of ‘‘Manchoukuo” by El Salvador. 

May 24 | Memorandum by the Chief of the Division of Far Eastern Affairs 189 
Outline of the present U. 8. diplomatic position in the Far 

East with special reference to the Naval Conference and the need 
for naval construction.
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May 24 | From the Minister in China (tel.) 193 

(223) From the Counselor of Legation, Nanking, May 23: Report 
that the Chinese Government has decided to authorize resump- 
tion of through railway traffic with Manchuria under the control 
of an “international travel agency’’, and to permit resumption 
of post office relations in a way which will accord with the 
League resolution. 

May 24 | From the Minister in El Salvador 194 
(9) Information concerning Salvadoran recognition of ‘‘Man- 

choukuo”’; unfavorable local press comments on rumored reports 
of the League’s intention to expel El Salvador for taking this 
action. 

May 25 | From the Consul at Geneva (tel.) 195 
(95) Information that the Japanese Consul General has received 

official notification from his Government of El Salvador’s recog- 
nition of ‘‘Manchoukuo’”’. 

May 28 | From the Counselor of Legation in China 195 
Information concerning an instruction to certain government 

organs and a circular statement issued on March 11 by the 
National Government in support of its policy of nonrecognition 
of ‘‘Manchoukuo”’. 

May 29 | To the Counselor of Embassy in Great Britain 196 
Information for confidential transmission to the Foreign Office, 

should an opportune occasion arise, setting forth the facts under- 
lying exchange of messages between Secretary Hull and Foreign 
Minister Hirota, of February 21 and March 3, and concerning 
the American wheat and cotton credit to China. 

May 31 | From the Ambassador in Great Britain (tel.) 198 
(293) Opinion that Sir John Simon’s statement, as reported in 

telegram No. 265, May 18, is not indicative of a new British 
pro-Japanese policy. 

June 8 | From the Counselor of Legation in China 199 
Conversation with the Japanese Minister, who expressed the 

opinion that the matter of through railway traffic and postal 
arrangements with Manchuria should be handled by the military 
authorities of Japan and China as a part of the armistice agree- 

: ment of May 31, 1933, and that they bore no relation to the 
question of recognition of ‘‘Manchoukuo’’. 

June 12 | From the Ambassador in Japan 199 
(825) Advice that Belgian and Netherland colleagues have been 

instructed by their Governments to decline invitations to any 
function in honor of Pu-yi unless the invitation is extended by 
the Emperor of Japan; also, to avoid any action or attitude 
which might be interpreted as implying intention of their Govern- 
ments to recognize ‘‘Manchoukuo’’. 

June 28 | From the Ambassador in Poland 200 
(325) Information through the Foreign Ministry that Poland has 

no intention of recognizing ‘‘Manchoukuo” (notwithstanding 
earlier reports to the contrary) as long as the League’s attitude 
in the matter remains unchanged.
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June 29 | From the Ambassador in Japan (tel.) 201 

(137) Résumé of Kobe Consulate report concerning a concentration 
of Japanese shipping in home waters, but indication that it 
would appear to be a normal seasonal trend. 

June 29 | To the Postmaster General 202 
Information that the League of Nations has requested U. S. 

decision with regard to compliance with Advisory Committee 
recommendations as to postal traffic through Manchuria; request 
for views and comments concerning recommendations and U. 8. 
proposed reply. 

June 30 | From the Minister in China (tel.) 203 
(283) Report of announcement, June 28, by the Chinese and Japanese 

authorities of an agreement for the institution on July 1 of through 
traffic on the Peiping-Mukden Railway. 

CuHapterR III: Juty [-Sepremper 30, 1934 

1934 | 
July 2 | From the Consul at Tientsin (tel.) 203 

Information that through traffic on the Peiping-Mukden Rail- 
way was resumed on July 1 as scheduled, and that further steps 
are expected toward tacit recognition by Chinese Government 
that a non-Chinese regime of some permanence exists in Man- 
churia. 

July 2 | From the Ambassador in Japan 204 
(880) Appraisal of potential incentives to a Soviet-Japanese war; 

opinion that the likelihood of war in 19384 appears definitely to 
have passed. 

July 3 | From the Consul at Tientsin (tel.) 208 
Information that postal relations with ‘‘Manchoukuo” have 

been partially resumed, and that transit negotiations between 
Chinese and Japanese officials are proceeding in Peiping. 

July 5 | Memorandum by the Under Secretary of State 209 
Conversation with the French Chargé d’Affaires concerning 

a report that the ‘‘Manchoukuo”’ authorities were undertaking to 
buy arms and ammunition abroad; concurrence in opinion that 
such sales should not take place. 

July 5 | From the Military Attaché in Japan to the Chief of the Military | 209 
(7393) Intelligence Division, War Department 

Observations gained from an inspection tour of certain points 
in ‘‘Manchoukuo’”, Korea, and Japan. 

July 6 | From the Ambassador in Japan (tel.) 214 
(148) For the Secretary of the Treasury from Prof. James Harvey 

Rogers (on a mission to the Far East for the Treasury Depart- 
ment): Report on Japanese control of the economic situation in 
Manchuria. 

July 10 | From the Minister in China 215 
(2831) Comments as to the significance of the agreement for the insti- 

tution of through traffic on the Peiping-Mukden Railway.
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July 11 | From the Acting Postmaster General 216 

Indications from recent reports that occasions may arise neces- 
sitating relations between American and “Manchoukuo’”’ Postal 
Administrations; concurrence in the Department’s attitude 
toward conforming to the recommendations of the Advisory 
Committee. 

July 11 | From the Minister in China 217 
(2828) Review of political and economic developments in China 

during the first 6 months of 1934. 

July 18 | From the Ambassador in Japan 220 
(894) Information concerning the alleged conclusion of a Sino-Soviet 

agreement for the improvement of communications facilities in 
Inner Mongolia, and analysis of the ill effect such an agreement 
would have upon Soviet-Japanese relations. 

July 19 | To the Chargé in Switzerland 222 
(2613) Letter to the Secretary General of the League of Nations (text 

printed), acknowledging the League communication concerning 
postal traffic in transit through Manchuria. 

July 20 | From the Ambassador in the Soviet Union (tel.) 223 
(202) Litvinov’s expectation of the success of the Chinese Eastern 

Railway negotiations; his belief, however, in the inevitability of 
a Soviet-Japanese conflict despite temporary improvement in 
the relations between the two countries. 

July 20 | From the Chinese Legation 224 
Telegram from the Foreign Ministry at Nanking concerning 

report that consular officers from countries which continue to 
withhold recognition from ‘‘Manchoukuo” will not be permitted 
to function there after April 1, 1935. 

July 21 | From the Chief of the Division of Far Eastern Affairs to the Secre- | 224 
tary of State 

Opinion that exclusion of U. S. consular officers from Man- 
churia would in itself cause the United States little inconven- 
ience and little economic loss. 

July 26 | From the Acting Military Attaché in China to the Chief of Siaff, | 225 
(G-2 United States Army 

8881) Report of the organization of the Mongolian Autonomy Coun- 
cil in compliance with regulations promulgated by the National 
Government; comments concerning the political significance of 
this step. 

July 27 | From the Consul General at Shanghai 227 
(9570) Information concerning the settlement of certain American 

claims against the Japanese Government resulting from the 
Shanghai Incident of 1932. 

July 27 | From the Consul at Hankow to the Minister in China 228 
(L. 554) Comments concerning the collapse of the independent Kashgar 

regime at the hands of General Sheng Shih-ts’ai, Garrison Com- 
mander of Sinkiang; question as to whether the Chinese Govern- 
ment will seize this opportunity to consolidate its position in 
Sinkiang and take effective steps toward general rehabilitation 
and improvement of communications in that remote province.
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July 30 | From the Ambassador in the Soviet Union (Eel.) 230 
(228) Résumé of comments by Litvinov and Radek, Pravda editorial 

writer, concerning the reversal of British policy toward the 
Soviet Union; Radek’s further comment that the next step of 
Soviet diplomacy would be to sign a nonaggression pact with 
Great Britain which would include a guarantee of the frontiers of 
India. 

July 30 | From the Ambassador in the Soviet Union (éel.) 231 
(229) Further opinions of Litvinov and Radek with respect to Great 

Britain’s change in attitude toward the Soviet Union, and 
Litvinov’s favorable comment on the U. S. proposal to establish 
airplane bases on the Aleutian Islands. 

Aug. 1 | From the Ambassador in the Soviet Union (tel.) 232 
(236) Confidential statement (text printed) by L. M. Karakhan, 

former Assistant Commissar for Foreign Affairs, concerning his 
mission to the Mongolian Republic occasioned by the discovery 
of a Japanese plot to overthrow the Mongolian Government and 
to replace it by a pro-Japanese government, 

Aug. 3 | From the Minister in China (tel.) 233 
(335) Information concerning a request by the Kwantung Army that 

the British military authorities obtain its permission before hold- 
ing maneuvers north of the Great Wall, and reported British reply 
offering to supply the Kwantung Army with a schedule of in- 
tended maneuvers as a matter of courtesy. 

Aug. 3 | From the Minister in China (éel.) 234 
(338) Decision of General Huang Fu to resume his duties as Chair- 

man of the Peiping Political Affairs Readjustment Council, 
largely as a result of the satisfactory settlement of informal Sino- 
Japanese negotiations at Dairen relating to administration of the 
demilitarized zone established by the armistice agreement of May 
31, 1933. 

Aug. 7 | From the Minister in China (tel.) 234 
(345) Information concerning preparations for the opening of a Chi- 

nese customs office at Kupehkow in August and at five other 
passes shortly thereafter, primarily for the prevention of smug- 
gling. 

[Aug. 14]| Report by the Vice Consul at Kobe 235 
a Analysis of the strategical value of Japan’s new fast merchant . 
eet. 

Aug. 16| From the Secretary of the American Delegation at Geneva 243 
Advice that the League Secretariat proposes to publish a digest 

of the replies received in connection with the Advisory Com- 
mittee’s recommendations on the question of postal traffic in 
transit through Manchuria, and requests permission to include 
the U. S. reply. 

Aug. 16| From the Minister in China 244 
(2906) Résumé of information from Mr. Hagiwara, an official of the 

Japanese Foreign Office on tour in China, concerning Japanese 
intentions toward North China. 

Aug. 16| From the Minister in China 247 
(2907) Summary of Mr. Hagiwara’s views as to the Japanese attitude 

toward the next naval disarmament conference.
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1934 
Aug. 17| From the Consul at Tientsin (tel.) 249 

Further information with respect to the establishment of new 
Chinese customs stations along the Great Wall, the first of which 
will be opened on August 18. 

Aug. 21| From the Minister in China (tel.) 249 
(372) From Mukden, August 20: Report concerning an assault, 

August 19, upon a British and American riding party by Japanese 
members of a road construction gang. 

Aug. 22| From the Ambassador in Japan (Eel.) 250 
(183) Rumors of negotiations for a renewal of the Anglo-Japanese 

Alliance; advice that no official inquiries will be made unless in- 
structed. 

Aug. 22 | To the Ambassador in Japan (tel.) 250 
(145) Advice that the Department has no official information with 

respect to the revival of the Anglo-Japanese Alliance; instruc- 
tions to continue to report on developments in the matter. 

Aug. 23 | From the Ambassador in Japan (tel.) 251 
(188) Résumé of Foreign Minister’s comments to news correspond- 

ents concerning the rumored Anglo-Japanese negotiations; belief 
that the British Embassy in Tokyo has no information on the 
question. 

(Footnote: Information that the Counselor of Embassy in 
Great Britain was told by the Foreign Office that there was no 
foundation for the rumors concerning the accord.) 

Aug. 23 | From the Ambassador in Japan 251 
(935) Observations on the renewed tension in Soviet-Japanese re- 

lations resulting from events in Manchuria relating to the Chinese 
Eastern Railway. 

Aug. 23 | From the Minister in China 258 
(2929) Comments concerning the question of recognition of ‘‘Man- 

choukuo”’. 

Aug. 24 | From the Ambassador in the Soviet Union (tel.) 260 
(269) Soviet protest to Japanese Government, August 22, alleging 

Japanese aggressive actions and false statements in Manchuria 
tending to disorganize the operation of the Chinese Eastern 
Railway and violate treaty rights. 

Aug. 24 | From the Ambassador in the Soviet Union 261 
(149) Observations concerning Soviet-Japanese negotiations for the 

sale of the Chinese Eastern Railway; views of certain Soviet 
officials with respect to the Soviet note of August 22. 

Aug. 27 | From the Ambassador in the Soviet Union (tel.) 263 
(273) Résumé of Tass communiqué concerning Soviet reply to recent 

Japanese and ‘“‘Manchoukuo” statements relating to Chinese 
Eastern Railway negotiations. 

Aug. 28 | From the Minister in China (éel.) 264 
(389) From Harbin, August 27: Report of further arrests of Soviet 

employees of the Chinese Eastern Railway following interruption 
of negotiations in Tokyo.
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Aug. 28 | From the Counselor of Legation in China 264 

Summary of an interview between Mr. Hollis Lory of Stanford 
University and Dr. Wang Ching-wei, Acting Foreign Minister, 
concerning the Chinese attitude toward Japanese and Soviet 
ambitions in the Far East. 

Aug. 31 | To the Secretary of the American Delegation at Geneva (tel.) 266 
(166) Advice that, provided other interested Governments adopt a 

similar attitude, the Department is not disposed to object to the 
publication of the U.S. reply concerning the question of postal 
traffic in transit through Manchuria. 

Sept. 2 | From the Ambassador in the Soviet Union (tel.) 267 
(282) Information from the Japanese Embassy that negotiations 

have been reopened by the Soviets for the sale of the Chinese 
Eastern Railway and that Soviet reports of Japanese intention 
to seize the railway are groundless. 

Sept. 4 | From the Minister in China (tel.) 267 
(395) Résumé of a conversation between the Counselor of Legation 

and the Soviet Ambassador at Nanking in which the latter took 
a serious view of the present Soviet-Japanese tension and the 
danger of Japanese seizure of the Chinese Eastern Railway. 

Sept. 4 | From the Minister in China (tel.). 268 
(398) Report from the Consul General at Mukden (text printed) 

with respect to oral representations made in connection with 
assault by Japanese workman on British and American riding 
party on August 19. Concurrence in British Legation’s views 
that attempts should be made for a satisfactory local settlement 
of the case. 

Sept. 6 | To the Minister in China (tel.) 269 
(280) Approval of the Legation’s proposal for efforts to bring about 

a satisfactory local settlement of the riding party case. 

Sept. 7 | Memorandum by the Ambassador in Japan 269 
Conversation with the Soviet Ambassador, who expressed his 

views concerning the Chinese Eastern Railway negotiations and 
Soviet-Japanese relations in general. 

Sept. 7 | From the Ambassador in Japan 272 
(964) British Ambassador’s denial of responsibility for reports con- 

cerning the revival of the Anglo-Japanese Alliance; translation of 
an article appearing in the Tokyo Nichi-Nichi on August 26 (text 
printed) purporting to set forth the views of the Foreign Office 
with respect to the conclusion of a political or economic pact with 
any power. 

Sept. 10 | From the Consul at Tientsin (tel.) 274 
Report of the establishment of five Chinese customs posts along 

the ‘Manchoukuo” border within the last month. 

Sept. 14 | From the Minister in China 275 
(2975) Review of Japan’s vacillating policy toward China. 

Sept. 14 | From the Consul General at Harbin 278 
(18) Information and impressions concerning the Chinese Eastern 

Railway question.
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1934 
Sept. 15 | From the Minister in China 280 
(2976) Report of increasingly unsatisfactory relations between Inner 

Mongolia and China owing to the failure of the Chinese to fulfill 
the terms of the agreement concerning the autonomous govern- 
ment established in Inner Mongolia in April. 

Sept. 18 | From the Ambassador in Japan 281 
(979) Opinion that the admission of the Soviet Union to membership 

in the League of Nations will provide one more restraining in- 
fluence, as did American recognition, in the conduct of Japan’s 
relations with Soviet Russia. 

Sept. 21 | From the Minister in China (tel.) 282 
(425) From Mukden, September 20: Information that Japanese 

Consul General’s reply to representations concerning the assault 
incident of August 19 indicated unwillingness of Japanese local 
authorities to take any action against the assailants. 

Sept. 25 | From the Chargé in Japan (tel.) 283 
(212) Information that the sale of the Chinese Eastern Railway has 

been accomplished although a few details remain unsettled. 

Sept. 28 | From the Chargé in Japan (tel.) 283 
(216) Opinion that formal representations should not be made in 

regard to the assault incident in Manchuria, particularly as the 
British Embassy is making representations in the case, but that 
the discourteous and unsatisfactory attitude of the Japanese 
Consul General at Mukden might be brought informally to the 
attention of the Foreign Office. 

Sept. 28 | From the Chargé in Japan 284 
(989) Information in connection with the rumored revival of the 

Anglo-Japanese Alliance indicating that there may be some 
. sort of Anglo-Japanese understanding. 

Sept. 29 | To the Chargé in Japan (tel.) 285 
(168) Authorization to proceed as suggested in telegram No. 216, 

September 28. 

CuaPTerR IV: Ocroser 1-DecEMBER 31, 1934 

1934 
Oct. 1 | Memorandum by the Under Secretary of State 285 

Conversation with the Soviet Ambassador concerning Japanese 
aims in respect to Inner and Outer Mongolia. 

Oct. 3 | Memorandum by Mr. Eugene H. Dooman of the Division of Far | 286 
Eastern Affairs 

Outline of trade negotiations between Japan and Netherlands 
East Indies at conference in Batavia, in session since June. 

Oct. 8 | To the Secretary of Commerce 288 
Résumé of facts concerning the participation of American 

aviators in the establishment of a Chinese Government aviation 
school at Hangchow, China; reiteration of the Department’s 
original view as to the inadvisability of involving the U. S. 
Government or any of its officers in plans of the Chinese Gov- 
ernment with respect to military air training.
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1934 
Oct. 10 | From the Ambassador in the Soviet Union (tel.) 291 

(353) Summary of Litvinov’s views on the probable conclusion of a 
Soviet-Japanese nonaggression pact and question of recognition 
of ‘‘Manchoukuo”’. 

[Oct. 11] | Memorandum by the Under Secretary of State of a Conversation | 292 
With the British Ambassador 

Discussion of the British attitude toward Japan. 

Oct. 20 | From the Ambassador in Japan 294 
(1019) Report of a controversy between the War Office and the 

Ministry of Overseas Affairs concerning the administration of 
the Kwantung Leased Territory, which may lead to the fall of 
the Okada Cabinet. 

Oct. 31 | From the Chargé in the Soviet Union (tel.) 296 
(371) Substance of a Tass communiqué on the present state of 

Chinese Eastern Railway negotiations. 

Nov. 1 | From the Ambassador in Japan 297 
(1030) Report on the unsettled problems between Japan and the 

Soviet Union, among the most important of which is Japan’s 
undefined policy concerning Mongolia. 

Nov. 1 | From the Consul General at Tientsin to the Chargé in China 301 
(L—808) Report of the establishment on November 1 of the ‘““Commis- 

sion for the Settlement of Affairs Pertaining to the War Zone’’. 

Nov. 9 | From the Chargé in China 302 
(3127) Japanese activities indicating possible future Japanese military 

expansion in Chahar and Hopei Provinces and ‘“‘Manchoukuo.”’ 

Nov. 10 | From the Chargé in China 307 
(3125) Reuter’s Foreign Service report, November 5, of British decision 

that British troops at Shanhaikwan should abandon maneuvers 
beyond the Great Wall in order to avoid involving the British 
Government in a juridical controversy with Japan. 

Nov. 19 | To the Chargé in China 308 
(1512) Approval of the Legation’s position that question of free 

customs privileges should not be discussed with ‘‘Manchoukuo”’ 
Officials in view of impossibility of granting reciprocity; instruc- 
tions for the Consuls General at Harbin and Mukden to refrain 
from entering into any such discussions. 

Nov. 20 | To the Chargé in China (tel.) 308 
(366) Department’s comments and instructions concerning the 

Shanghai defense scheme as amended June 25. 

Nov. 20 | From the Consul General at Harbin 310 
(51) Detailed report on the transfer of control over Japanese- 

“‘Manchoukuo” relations from the Foreign Office to the ‘‘Man- 
churian Affairs Bureau’’, and other steps giving the Japanese 
increased military, administrative, and economic control in 
Manchuria. 

Nov. 21 | From the Military Attaché in China to the Chief of Staff, United | 315 
(G-2 States Army 
8974) Chinese dissatisfaction with work of the American aviation 

group at Hangchow; efforts of Mussolini to insure a prominent 
position in China for the Italian aviation mission.
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1934 
‘Nov. 24 | From the Chargé in China | 318 

(3156) Report of recent changes in the Hopei Provincial Government 
and the Municipality of Tientsin which indicate a strengthening 
of the Japanese position and a weakening of the Chinese elements 
in the northern part of the Province which are opposed to con- 
cessions to the Japanese. 

Nov. 28 | From the Consul General at Tientsin to the Chargé in China 320 
(L-831) Summary of statements of alleged fact and opinion made by 

local provincial and municipal officials, indicating that the 
Chinese have reached an accord with the Japanese on several 
long-pending issues affecting the political and military situation 
in North China. 

Nov. 29 | From the Chargé in China (tel.) 323 
(546) From Harbin, November 28: Intention to refrain from attend- 

ing inauguration ceremony of Mayor Lu Jung-huan as ‘‘Governor 
of Pinchiang Province’’, but to receive and return his call. 

To Harbin, November 29: Legation’s approval of proposed 
action provided return call is made informally and unofficially. 

[Dec. 4] | Report by the Vice Consul at Kobe 323 
Supplement to the August 14 report on the strategical value 

of Japan’s new merchant fleet. 

Dec. 6 | From the Chargé in China (tel.) 330 
(557) Suggestions in connection with Department’s instruction No. 

366, November 20, with respect to the Shanghai defense scheme. 

Dec. 6 | Memorandum by the Ambassador in Japan 331 
Conversation with the Netherland Minister concerning the 

naval conversations and Japanese plans in Asia. 

Dec. 7 | From the Chargé in China (tel.) 334 
(560) Report of attacks by Communist troops upon Government 

forces at Kwangtung and Kwangsi, and of conversations under way 
between the representatives of the Chinese Government and the 
Southwest looking toward a solution of the conflict. 

Dec. 7 | From the Chargé in China 336 
(3175) Information from Chinese and Japanese sources concerning 

the reestablishment of normal postal communications between 
North China and Manchuria. 

Dec. 7 | From the Ambassador in Japan 338 
(1076) Foreign Office spokeman’s oral statement, November 14 

(substance printed), with respect to a press despatch concerning 
intention of the League of Nations Mandates Commission to 
investigate reports of alleged fortification of Japanese mandated 
islands in the South Seas, denying that Japan had fortified these 
islands and expressing Japanese determination to retain control 
of them after withdrawal from the League. 

Dec. 7 | From the Consul General at Mukden to the Chargé in China 339 
(20) Information concerning an item in the Hoten Mainichi, Decem- 

ber 6, reporting an alleged movement of the former North 
Eastern Army to establish the independence of North China, 
embracing the provinces of Hopei, Shantung, Shansi, Chahar, 
and Suiyuan; opinion that the item may represent a desire to 
orient the Japanese public on possible future developments in | 
North China.
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Dec. 11 | From the Ambassador in Japan 340 
(1078) Report of a change in Japanese representation in Manchuria | 

occasioned in part by the recent introduction of new plans in the 
Japanese governmental organs in that region. 

Dec. 14 | To the Chargé in China (tel.) 340 
(885) Attitude toward Legation’s suggestions in telegram No. 557, 

December 6, pertaining to the Shanghai defense scheme. 

Dec. 22 | From the Chargé in China 341 
(3218) Information concerning rumored Japanese proposals to the 

Chinese looking toward: (1) extension of the demilitarized area in 
North China, (2) ‘‘military cooperation” by the appointment of 
at least five Japanese military advisers to each of the coastal 
provinces, and (8) ‘‘economic cooperation”? by a Japanese loan 
for projects in the Yangtze River Valley in the Northwest. 

Dec. 24 | From the Consul General at Shanghai 342 
(9782) Apprehension of the Chinese public over recent maneuvers 

conducted by the Japanese Naval Landing Force in various areas 
of the International Settlement. 

Dec. 31 | From the Under Secretary of State to the Chief of the Division of | 343 
Far Eastern Affairs 

Discussion with President Roosevelt of the awkward situation 
created by the simultaneous announcements of Japanese ter- 
mination of the Washington Naval Treaty and U. 8. Navy’s 
intended maneuvers in the Pacific; disinclination of the President 
to consider suggestions toward modification of the Navy’s plans, 

Dec. 31 | To the Ambassador in Japan (tel.) 344 
(219) Information that the intended naval maneuvers consist only 

of defensive exercises in the area between Hawaii and the | 
Aleutian Islands. 

1935 
Jan. 9 | From the Chargé in China 344 
(3247) Review of developments in China during the year 1934. 

CHINA 

PROBLEM OF CONTROLLING THE TRAFFIC IN OPIUM AND Narcotic Drucs IN 
Cuina, INcLUDING MANCHURIA AND JEHOL 

1934 
Jan. 27 | From the Consul at Geneva 349 

(796 Résumé of developments relative to the Chinese amendments 
Pol.) to the report of the Opium Advisory Committee as adopted by 

the Council of the League of Nations on January 20. 

Apr. 2 | To the Ambassador in Great Britain (tel.) 354 
(132) Background information concerning a request, March 16, by 

the League Council that certain foreign Governments, including 
the United States, furnish the Opium Advisory Committee with 
any information obtainable on narcotic drug traffic in Man- 
churia and Jehol; instructions to ascertain informally whether 
the British Government would be willing to defer its reply 
pending an exchange of views with the U. S. Government. 
Advice that Stewart J. Fuller, representative on the Opium 
Advisory Committee, could join the discussion in London, 
May 2—May 5.
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May 4 | From the Ambassador in Great Britain (tel.) 355 

(223) Agreement between representatives of the Foreign Office and 
the Embassy, May 3, to send a noncommittal acknowledgment 
to the League advising that the Minister for Foreign Affairs will 
furnish such information as.can properly be done. 

May 4 | To the Ambassador in Great Britain (tel.) 355 
(179) Concurrence in the action prescribed in telegram No. 223, May 

4; instructions to advise the Department when the British reply 
has been forwarded to the League and to inform the Foreign 
Office that the U. 8. Government is forwarding a similar reply. 

May 26 | To the Consul at Geneva (tel.) 356 
(45) For Fuller: Receipt of information that British Government 

has decided no action is necessary at present in connection with 
the League’s request of March 16, and advice that the Depart- 
ment will defer its reply to the League pending Fuller’s return 
from London. 

June 8 | From the Minister in China (tel.) 356 
(236) Chinese request to have a representative present during 

search of American gunboats on the Yangtze River for suspected 
smuggled narcotics; advice that the Legation concurs in the 
decision of Admiral Wainwright, commander of Yangtze Patrol, 
U.S. Asiatic Fleet, to whom the matter was referred, to refuse | 
permission. 

June 14 | To the Minister in China (tel.) 357 
(170) Department’s concurrence in decision set forth in telegram No. 

236, June 8. 

June 28 | To the Ambassador in Great Britain 358 
(450) Quotation of a statement made in Parliament, June 7, by Sir 

John Simon concerning the League’s request for information on 
narcotics traffic; instructions to inquire of the British Govern- 
ment as to its intentions in the matter. 

July 13 | From the Ambassador in Great Britain 359 
(823) Advice that the British Government has not as yet replied to 

the League’s request of March 16 and does not plan to take 
action at present. 

July 26 | To the Minister in China (tel.) 360 
(227) Confidential information concerning a proposal of the Chinese 

representative on the Opium Advisory Committee with respect to 
the employment of A. E. Blanco, of the Anti-Opium Information 
Bureau, Geneva, to advise the Chinese Government in the sup- 
pression of opium and drug traffic. 

July 30 | To the Minister in China 361 
(1418) Details concerning the report of the Opium Advisory Com- 

mittee and U. 8. and British attitudes toward the Council’s 
request for information on narcotics traffic in Manchuria. 

Aug. 2 | To the Consul General at Tientsin (tel.) 364 
Instructions to report on the alleged action of the Japanese 

military in obtaining by force from the Chinese Magistrate at 
Changli the return of fines imposed upon and the narcotics seized 
from certain Chinese.
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Aug. 8 | To the Ambassador in Japan 365 

(565) League Secretary General’s note of March 19 to the Japanese 
Foreign Minister concerning supervision of narcotics traffic in 
Manchuria, and Japanese reply, May 22 (texts printed). 

(Footnote: The same, mutatis mutandis, to the Minister in 
China, August 8.) 

Aug. 27 | From the Consul at Tientsin 366 
(626) Report on the Changli incident as requested in Department’s 

telegram of August 2. 

Sept. 4 | To the Minister in China (éel.) 369 
(279) Instructions to indicate informally to the appropriate author- 

ities in Nanking the concern of the U. 8. Government over the 
apparent increase in smuggling of prepared opium from China to 
the United States. 

Sept. 21 | From the Counselor of Legation in China (tel.) . 370 
(68) Report on the efforts of the National Health Administration to 

provide a lawful source of supply of narcotics for legitimate me- 
dicinal purposes. 

PROPOSED INTERNATIONAL COLLABORATION FOR THE ECONOMIC RECONSTRUCTION 
OF CHINA; ORGANIZATION BY CHINESE BANKERS OF THE CHINA DEVELOPMENT 
FINANCE CORPORATION 

1934 , 
Jan. 13 | To the Counselor of Legation in Switzerland, at Geneva (tel.) 371 

(131) Instructions to accept informally any invitation to attend the 
meeting of the Committee on Technical Cooperation between 
the League of Nations and China, and to attend in a strictly 
unofficial capacity. 

Jan. 16 | From the Counselor of Legation in Switzerland (tel.) 371 
(224) Account of the meeting of the Committee on Technical Cooper- 

ation between the League and China. 

Jan. 18 | Memorandum by the Chief of the Division of Far Eastern Affairs | 372 
of a Conversation With the Japanese Chargé 

Comments of the Chargé concerning the Reconstruction 
Finance Corporation $50,000,000 loan to China and its effect 
upon U. S.-Japanese relations. 

Feb. 10 | From the Counselor of Legation in China 373 
Conversation with Yakichiro Suma, newly appointed Japanese 

Consul General and First Secretary of Legation at Nanking, who 
indicated Japanese opposition to any plan to finance China 
politically or economically with foreign capital, excluding Japa- 
nese participation. 

Mar. 26 | From the Counselor of Legation in China 375 
Conversation with German Minister, who related the substance 

of Mr. Y. Suma’s remarks to him concerning the futility of any 
plans for the rehabilitation of China in which Japan does not take 
preponderant part. 

Mar. 27 | From the Consul General at Shanghai (tel.) 376 
(130) Report of the first plenary meeting of the National Economic 

Council in Nanking, March 27, and of proposals adopted.
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May 31 From the Minister in Switzerland (tel.) 377 

(241) Information that the China Technical Committee will be 
called during the coming session of the League Council, May 14, 
and that the Minister will attend in the capacity prescribed by 
the Department. 

May 3 | Memorandum by the Minister tn China of a Conversation With Mr. | 377 
David Drummond 

Background information from Mr. Drummond concerning the 
steps toward organization of a Chinese bankers syndicate by 
Jean Monnet, a French financier who came to China at the 
invitation of Finance Minister T. V. Soong. 

May 5 | Memorandum by the Minister in China of a Conversation With Mr. | 379 
Jean Monnet 

Further discussion of plans for financial assistance to China. 

May 10 | To the Minister in Switzerland, at Geneva (tel.) 381 
(149) Request that the Counselor of Legation be instructed to 

attend meetings of the China Technical Committee as an unoffi- 
cial observer, unless it appears that the Committee will take 
action on Japanese allegations concerning political activities of 
the Committee. 

May 15 | From the Minister in Switzerland (tel.) 381 
(251) Information that inquiry reveals no intention of the Commit- 

tee to take formal notice of Japanese claims as to its political 
activities. 

May 15 | Memorandum by the Chief of the Division of Far Eastern Affairs | 381 
Conversation with the Chinese Minister, who expressed hope 

that the U. 8. Government would take an active part in the 
forthcoming meeting of the China Technical Committee; advice 
to Minister that U.S. representatives cannot participate actively 
in a League Committee. 

May 17 | From the Minister in Switzerland (éel.) 382 
(255) Account of the China Technical Committee meeting and 

adoption of a report (text printed) concerning the examination 
and action taken on report of the technical agent, Dr. Ludwig 
Rajchman, on his mission to China, 

| May 18 | Memorandum by the Chief of the Division of Far Eastern Affairs | 383 
Substance of a telegram from Professor J. H. Rogers to Secre- 

tary of the Treasury Morgenthau concerning a proposal by the 
Chinese Minister of Finance that the U. 8. Government grant a 
rehabilitation loan to China; opinion that, until the U. S. Govern- 
ment has clearly defined its course concerning financial assistance 
to China and has issued express instructions accordingly, there 
should be no discussion by American officials with Chinese offi- 
cials of any such possibility. | 

May 21 | From the Consul General at Shanghaz (tel.) 385 
(233) For Morgenthau from Rogers: Preliminary report on the forth- 

coming establishment of the China Finance Development Cor- 
poration with a view toward securing foreign investment in 
China for rehabilitation projects.
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May 26 | From the Minister in China 386 
(2744) Substance of a conversation between an American newspaper 

representative and Mr. Suma, Secretary of Japanese Legation, 
in which the latter expressed gratification at having learned that 
the Japanese Foreign Office had adopted some of his views con- 
cerning Monnet’s scheme for inducing foreign investments in 
China; advice that Suma is said to view the scheme with disfavor 
for several reasons. 

May 29 | To the Ambassador in France 3887 
(411) Instructions to refrain from further reply to Mr. Charles Sée, 

Director of the Syndicat Europeen d’Entreprises, concerning 
his inquiry as to names of American firms which may be inter- 
ested in cooperating on public works projects in China. 

June 8 | From the Minister in China 387 
(2742) Report of the definite establishment of the China Develop- 

ment Finance Corporation, and Monnet’s plans to return to the 
United States and Europe in furtherance of his scheme. 

June 11 | Memorandum by the Chief of the Division of Far Eastern Affairs 388 
Recommendation that the U. 8. Government adopt an atti- 

tude favorable in principle toward international action, through 
the agency of the China Consortium of 1920, with a view to giving 
financial assistance to China. 

June 12 | From the Chief of the Division of Far Eastern Affairs to the Secre- | 390 
tary of State . 

Request for the Secretary’s views concerning the possibility of 
using the China Consortium as an agency for cooperative action 
toward solving China’s financial difficulties; request also for 
authority to engage in a general discussion of the China problem 
with Mr. Thomas Lamont of J. P. Morgan & Co. 

June 12 | Memorandum by the Chief of the Diviston of Far Eastern Affairs 391 
Telephone conversation with Mr. Lamont, who inquired as to 

the U.S. attitude toward British, French, and Japanese efforts to 
revive the China Consortium agreement and expressed the desire 
to discuss the question further with Mr. Hornbeck in New York 
before June 20. 

June 13 | From J. P. Morgan & Co. 392 
Acknowledgment of correspondence transmitting inquiry of 

Mr. Charles Sée, Director, concerning the question of American 
participation in the Syndicat Europeen d’Entreprises; advice 
that, in view of unfavorable existing conditions, the majority 
of the members of the American Group of the Consortium 
would prefer to see the group disbanded. 

June 18 | Memorandum by the Chief of the Division of Far Eastern Affairs 393 
Statement by telephone to Mr. Lamont (text printed) setting 

forth the views of the Administration as to the inadvisability 
of the American Group’s withdrawal from the Consortium, and 
as to possible future action of the Consortium. 

June 18 | To J. P. Morgan & Co. 394 
Advice that the Department’s views concerning the China 

Consortium have been expressed by Mr. Hornbeck in a telephone 
conversation with Mr. Lamont, June 18. 

748408—50—VoL, 111-3
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July 13 | From the Consul at Geneva 395 

(958 Conversation with Rajchman, who gave his views on the rela- 
Pol.) | tion of technical assistance to China to Japanese policy in the 

Far East. 

July 13 | From the Minister in China 403 
(2843) Conversation with Jean Monnet, who recently assisted in 

the organization of the China Development Finance Corpora- 
tion; Monnet’s advice that the Japanese are seeking to cooperate 
with the organization since its nonpolitical character is now 
evident. 

July 19 | To the Minister in China (tel.) 403 
(218) Instructions to evaluate an objection of the Japanese Lega- 

tion, attributed to Suma, to the effect that Monnet’s project 
violates the principle of the Consortium Agreement of 1920. 

July 31 | From the Minister in China 403 
(2881) Opinion that there is no sound basis for the Japanese objection 

to the China Development Finance Corporation, and supposition 
that the unfavorable attitude grew out of Japanese suspicion 
that Monnet’s activities were in preparation for foreign financial 
assistance to the Chinese which would exclude Japanese partici- 

; pation. 

Aug. 21 | From the Counselor of Legation in China to the Minister in China | 405 
(L-431 Conversation with Suma concerning negotiations between the 
Diplo.) | British and Chinese Corporation and the China Development 

Finance Corporation for a loan for the purpose of completing the 
Shanghai-Hangchow-Ningpo Railway; Suma’s comment upon 
the Japanese Government’s interest in retaining the principle of 
supervision of foreign investments in China as embodied in the 
Consortium Agreement. 

Aug. 28 | From the Minister in China 407 
(2941) Further information concerning Japanese objections to the 

China Development Finance Corporation because of its alleged 
League complexion and political character. 

Sept. 1 | From the Consul at Geneva 408 
(993 Report on developments in the League’s project for technical 

Pol.) assistance to China and the termination of Rajchman’s activities 
in the matter. 

Sept. 19 | Memorandum by the Chief of the Division of Far Eastern Affairs | 412 
of a Conversation With Mr. Thomas W. Lamont, of J. P. 
Morgan & Co. 

Exchange of views on the participation of the American Group 
in the Consortium, and the practicability of utilizing the China 
Development Finance Corporation as a link between China and 
the Consortium. 

Sept. 20 | Memorandum by the Chief of the Division of Far Eastern Affairs | 417 
Conversation with Monnet, who gave an account of his activ- 

ities in the China Development Finance Corporation and his 
theory of using the Corporation in the development of business 
and industry in North China.
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Sept. 27 | From the Minister in Switzerland (tel.) 418 

(271) Convocation of the Council Committee of Technical Coopera- 
tion between the League and China, September 28. 

Sept. 28 | From the Minister in Switzerland (tel.) 418 
(272) Report of meeting of the China Technical Committee and 

unanimous adoption of the League technical organization’s ob- 
servations on the Rajchman report. 

Oct. 5 | To the Minister in Switzerland (tel.) 419 
(168) Instructions to report on the status of the League Transit Com- 

mittee’s plan to conduct a survey of water conservancy and 
highway transportation problems in China; and, in view of the 
Committee’s desire to include an American Army engineer in the 
work, to inquire whether foreign engineers already selected have 
been in the active military service of their respective govern- 
ments. 

Oct. 8 | From the Minister in Switzerland (tel.) 419 
(274) Advice that the engineers already selected are civil servants or 

private consultants, and that an American Army engineer was 
suggested only from the understanding that U. 8. Army engi- 
neers have had the most experience with the type of river con- 
servancy work to be investigated in China. 

Oct. 9 | To the Minister in Switzerland (tel.) 420 
(169) Instructions to inform the director of the Communications 

and Transit Section that the Department perceives no objection 
to participation by an American civilian in the work of the 
survey. 

(Footnote: League announcement on November 7 that a mis- 
sion composed of four engineers—British, French, Dutch, and 
Italian—had left for China.) 

Oct. 11 | From Mr. Thomas W. Lamont of J. P. Morgan & Co. 420 
[—-16] Résumé of a discussion with the Managing Committee of the 

American Group of the Consortium and its concurrence in the 
Department’s view, as presented by Lamont, that the present 
would be an inopportune time for active consideration of dissolu- 
tion of the American Group. 

Oct. 12 | Memorandum by Mr. Raymond C. Mackay of the Division of Far | 421 
Eastern Affairs 

Conversation with Monnet concerning the progress and future 
activities of the China Development Finance Corporation. 

Errect oF THE SILVER-PURCHASING PROGRAM OF THE UNITED STATES GOVERN- 
MENT UPON CHINA’sS ECONOMY 

1934 
Feb. 17 | From the Consul General at Shanghai (tel.) 423 

(59) Conversation with Arthur H. Young, American adviser to the 
Chinese Ministry of Finance, who expressed the hope that the 
Chinese Government would be consulted in advance if U. 8. 
measures concerning silver unfavorable to China are in fact being 
considered.
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[Feb. From the Chinese Bankers Association to the Chinese Minister (tel.) | 424 
20 (?)] Communication for transmittal to President Roosevelt, con- 

cerning rumored U. 8. silver measure, urging his support toward 
stabilization rather than drastic enhancement of silver price. 

Feb. 21 | From the Counselor of Legation in China (tel.) 425 
(19) Résumé of discussion with two Chinese bankers on the silver 

question; generai Chinese apprehension that the U. 8S. Govern- 
ment will take some measure to stabilize silver at a high level 
which would stimulate the flight of silver from China. 

Feb. 22 | From the Minister 1n China (tel.) 426 
(96) Receipt of a report that Finance Minister Kung has directed 

the Chinese Minister in Washington to make representations to 
the U.S. Government on the undesirability of measures calculated 
to raise the price of silver. 

Feb. 22 | From the Minister in China (tel.) 426 
(97) Report of opinions in well-informed circles in North China 

concerning important factors in the increase of trade. 

Feb. 23 | From the Consul General at Shanghai (tel.) 427 
(71) Brief analysis of the silver question as it affects Chinese im- 

ports and exports; reported intention of Chinese bankers to de- 
mand an embargo or increased export duty as a precautionary 
measure against high-priced silver. 

. [ Mar. From the Shanghai Chinese General Chamber of Commerce and the | 428 
5 (?)] Shanghai Foreign General Chamber of Commerce to the 

Chinese Minister (tel.) 
Communication for transmittal to President Roosevelt en- 

dorsing the views of the Chinese Bankers Association as noted 
in its telegram of February 20. 

Mar. 14 | From the Minister in China (tel.) 428 
(120) Information that news despatches from Washington continue 

to report the interest of Congress in legislation toward rehabilita- 
tion of silver; résumé of opinions of Chinese Government and 
financial circles concerning remedial measures in the event of 
drastic American action. 

Mar. 23 | To the Consul General at Shanghai (tel.) 430 
(63) Instructions to accord appropriate assistance to Professor 

James H. Rogers, who is starting on a mission for the Treasury 
Department to obtain a first-hand view,of'present-day conditions 
in the monetary centers of the world. 

(Instructions to repeat to Peiping, Nanking, and Tokyo.) 

Apr. 17 | From the Consul General at Shanghai (tel.) 430 
(173) For Morgenthau from Rogers: Preliminary report on the 

probable effect of further rise in silver prices upon already de- 
pressed conditions in agriculture. 

Apr. 19 | From the Consul General at Shanghai (tel.) 431 
(183) For Morgenthau from Rogers: Report that the majority of the 

largest American import firms as well as Chinese bankers and 
advisers to the Foreign Minister, are more interested in stability 
of the silver price than in the level at which it is stabilized.
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Apr. 21 | From the Consul General at Shanghai (tel.) 432 

(187) For Morgenthau from Rogers: Indications that no responsible 
Chinese opinion in Shanghai favors a further rise in silver. 

Apr. 23 | From the Consul General at Shanghai (tel.) 433 
(189) For Morgenthau from Rogers: Belief that, in view of the de- 

mand for stability by important groups already reported, the 
Chinese Government would welcome some plan assuring future 
stability of silver price in terms of major currencies. 

May 2 | From the Consul General at Hankow (tel.) 433 
For Morgenthau from Rogers: Chiang Kai-shek’s comment 

as to adverse effect of higher silver on his agricultural rehabilita- 
tion program. 

May 8 | From the Consul General at Hankow (tel.) : 433 
For Morgenthau from Rogers: Preliminary conclusions con- 

cerning the study of Chinese balance of international payments, 
and opinion that any further rise in the price of silver in terms of 
major currencies at this time would aggravate the adverse situa- 
tion. 

May 10 | From the Counselor of Legation in China 434 
Transmittal of a memorandum of a conversation between the 

American Minister and the Secretary General of the National 
Defense Council on the price of silver and conditions in China. 

May 16 | From the Consul General at Shanghai (tel.) 435 
For Morgenthau from Rogers: Report on the depressed agri- 

cultural and trade conditions as affected by the complicated 
monetary situation in Western and Southwestern China. 

May 17 | From the Consul General at Shanghai (tel.) | 486 
(226) For Morgenthau from Rogers: Further study of Chinese ad- 

verse balance of international payments, and conversation with 
Finance Minister Kung, who proposed a U. 8. rehabilitation loan 
to China as an economic counteractive. 

May 18 | To the Consul Genera! at Shanghia (tel.) 437 
(136) Instructions to inform Rogers of the Department’s view that 

he should not receive or discuss any proposal for a loan unless ex- 
pressly instructed to do so. 

May 23 | From the Consul General at Shanghai (tel.) 437 
- (239) For Morgenthau from Rogers: Report of the favorable re- 

ception in Shanghai of President Roosevelt’s message to Con- 
gress, May 22, on the monetary use of silver. 

June 28 | From the Minister in China (tel.) 438 
(275) For Morgenthau from Rogers: Information that the rise in 

silver is causing some concern in banking and governmental 
circles, and belief that protective measures are being considered 
by the Chinese Government inasmuch as Kung has asked 
Rogers’ advice concerning increased export tax on silver. 

July 6 | From the Ambassador in Japan (tel.) 438 
(149) For Morgenthau from Rogers: Opinion that a national em- 

bargo by the Chinese Government is unlikely at present but that 
an increase in export tax is apt to follow further silver outflow.
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July 11 | From the Ambassador in Japan (tel.) 439 

(155) For Morgenthau from Rogers: Belief that the favorable effects 
of President Roosevelt’s silver message and ensuing legislation 
which brought temporary stability to Chinese exchange have 
been considerably tempered by recent rises in silver price, wider 
exchange fluctuations, and more persistent silver outflow. 

Aug. 3 | From the Consul at Hong Kong (tel.) 440 
For Morgenthau from Rogers: Further analysis of the factors 

leading to a more adverse balance of international payments, 
and comment that higher silver prices would aggravate the 
situation. 

Aug. 20 | From the Consul General at Shanghai (tel.) 440 
(372) Representations of Finance Minister Kung, for transmittal to 

President Roosevelt, concerning the menacing effect of the Silver 
Purchase Act of 1934 upon Chinese interests; Kung’s desire for an 
indication of probable U. 8S. policy in the future purchase of | 
silver. 

Sept. 22 | To the Consul General at Shanghai (tel.) 44] 
(227) Statement of U.S. policy with respect to silver as suggested by 

the Treasury Department (text printed) in reply to Kung’s mes- 
sage of August 20. 

Sept. 24 | From the Chinese Minister 442 
Further representations from Finance Minister Kung con- 

cerning the unfavorable effects of the Silver Purchase Act upon 
the Chinese economy; inquiry as to whether the U. 8. Govern- 
ment would consider an exchange of gold for silver with the 
Chinese Government. 

Sept. 28 | From the Chinese Legation 443 
Information that a recent Chinese order intended to curb 

speculation in exchange and gold bar should not be misinter- 
preted as an embargo on silver. 

Oct. 2 | Memorandum by the Secretary of State 443 
Conversation with the Chinese Minister concerning Kung’s ; 

recent inquiry as to an exchange of silver from China for U. 5S. 
gold and his representations against the Silver Purchase Act; 
Secretary Hull’s reply that such an exchange is not a normal 
procedure between governments and his reiteration of the U. 8. 
silver purchasing policy. 

Oct. 2 | From the Chinese Minister 445 
Transmittal of Kung’s acknowledgment of the message 

conveyed in telegram No. 227, September 22; Kung’s inquiry 
concerning nonreceipt of U. 8. reply to the questions of exchange 
of Chinese silver for U. 8. gold and future U. S. silver purchasing 
policy. 

Oct. 9 | From the Consul General at Shanghai (tel.) 446 
(477) Advice from the American Minister that the Department will 

receive by radio from Peiping the text of a memorandum (infra), 
prepared by the Finance Ministry, explanatory of the imminent 
silver crisis in China. 

Oct. 11 | From the Counselor of Legation in China (tel.) 446 
(462) Text of Finance Minister’s memorandum on the exportation 

of silver from China.
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Oct. 12 | To the Chinese Minister 449 

Reiteration of Secretary Hull’s views as stated in his con- 
versation with the Chinese Minister on October 2, and request 
that the communication be transmitted to Kung in reply to his 
inquiries of October 2. 

Oct. 15 | From the Chinese Minister 450 
Information concerning the Chinese Government’s acknowl- 

edgment of U.S. views with respect to Chinese representations 
on the silver question, and appreciation of U. 8. willingness to 
explore, through informal discussions, the larger problems con- 
nected with the subject. 

Oct. 15 | From the Consul General at Shanghai (tel.) 450 
(489) Order issued by the Chinese Government (text printed) fixing 

customs duty and equalization charge on exports of silver. 

Oct. 18 | From the Chargé in China (tel.) 452 
(473) Exchange of telegrams with Consul General at Shanghai 

(texts printed) relative to report that Central Bank of China 
intends to export silver free of duty, and National City Bank’s 
request for protest that this is discriminatory against all banks 
other than the Central Bank of China. 

Oct. 18 | To the Chargé in China (tel.) 452 
(331) Intention to await detailed report from Shanghai on the 

question of silver shipments; advice that meanwhile the Depart- 
ment does not desire to lodge protest with the Chinese Govern- 
ment in connection with the question. 

Oct. 24 | From the Consul General at Shanghai (tel.) 453 
(512) Transmittal of regulations governing the newly established 

Foreign Exchange Stabilization Committee as published October 
23 by the Kuomin News Agency, and comment that provision 
5 appears to justify the previously expressed apprehension that 
the Central Bank of China intends to export silver probably 
without payment of export duty. 

Nov. 5 | To the Chargé in China (tel.) 454 
(352) Instructions to inform the banks concerned that the U. §S. 

Government is not prepared to intercede on their behalf with 
respect to the imposition without prior notice of a duty on the 
export of silver, or the claim of the Chinese Customs that its 
control over export cargo continues until clearance of the 
exporting vessel. 

Dec. 10 | Memorandum by the Under Secretary of State 454 
Record of the Chinese Minister’s informal transmittal of a com- 

munication from the Chinese Government (infra). 

[Dec. From the Chinese Minister of Finance to the Chinese Minister in | 455 
9(?)] Washington 

Explanation of the Chinese silver dilemma and appeal to the 
U. S. Government to express its views concerning some form of 
cooperation to facilitate currency reorganization. 

Dec. 10 | To President Roosevelt 455 
Transmittal of a copy of Kung’s communication of December 

9, and information concerning the growing anti-American 
feeling in China due to the U. S. silver purchasing policy ; inquiry 
as to whether the President would consider any modification of 
the present policy.
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Dec. 18 | Memorandum by the Economic Adviser 456 

Discussion between Department officials and the Chinese 
Minister concerning a message (infra), drafted by the Treasury 
Department, to be transmitted to the Chinese Government in 
response to its recent representations on the U. 8. silver program. 

Dec. 18 | From the Treasury Department 457 
Draft of a cable to be sent to the Central Bank of China by 

the Federal Reserve Bank of New York concerning the U. 8. 
silver purchasing program, and an invitation to send a Chinese 
representative to discuss further details of the matter. 

Dec. 19 | From the Consul General at Shanghai (tel.) 457 
(596) For Hornbeck and Johnson from Young: Report of threat- 

ening financial panic in China, and recommendation of two 
alternatives to meet the situation. 

(Footnote: Information that the Minister to China was on 
leave in the United States.) 

Dec. 27 | From the Chinese Minister 458 
Transmittal of a cablegram from Kung expressing apprecia- 

tion of the U. 8. Government’s cooperative attitude in the silver 
situation, and enclosing a message from the Central Bank of 

. China to the Federal Reserve Bank (text printed), accepting 
the invitation to send a representative to participate in further 
discussion of the problem. 

Dec. 28 | Memorandum by Mr. Raymond C. Mackay, of the Division of Far | 459 
Eastern Affairs, of a Conversation Between the Chief of the 
Division, the Economic Adviser, and Mr. Jean Monnet of 

aris 
Exploratory discussion of proposals to stem the outflow of 

silver from China and to reestablish confidence in the Chinese 
financial structure. 

Dec. 29 | To the Consul General at Shanghai (tel.) 460 
(272) For Young from Hornbeck: Advice that careful consideration 

is being given to the U. S. silver policy and its effects on the 
economy of China, and that helpful results are anticipated from 
the procedure outlined by the Federal Reserve Bank on Decem- 
ber 18. 

Dec. 31 | From the Secretary of the Treasury 461 
Information concerning a message from the New York 

Federal Reserve Bank to be transmitted to the Bank of China 
(text printed), advising that the procedure outlined on Decem- 
ber 18 will be terminated in one week. 

Dec. 31 | Memorandum by the Secretary of State 461 
Conversation with the Chinese Minister, who expressed 

concern over the announced termination of the recent silver 
arrangement between the United States and China and asked 
for assurance that no major silver-purchasing operations were 
in immediate contemplation.
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Jan. 10 | From the Minister in China (tel.) 462 

(26) From Peck: Chinese notification of possibility of bombing of 
Amoy and Foochow in military operations for the suppression 
of the Fukien revolt, and request that American oil companies 
be advised to label their properties clearly in order that they 
may be identified from the air. 

Jan. 13 | From the Minister in China (tel.) 463 
(33) From Foochow: Report of the orderly retreat of the Nine- 

teenth Route Army southward through Foochow and Nantai 
Island and of negotiations under way for the peaceful taking 
over of Foochow by Chinese Government through the Navy; 
advice that rebel regime at Foochow has agreed to the landing of 
a Japanese armed force on Nantai Island for the protection of 
Japanese lives and property. 

Jan. 15 | From the Minister in China (éel.) 463 
(37) From Foochow: Information that Senior Consul has requested 

Doyen of diplomatic body to make representations to the Chinese 
Government agesinst the serious situation caused by Nanking 
bombing of the Nineteenth Army line of retreat; advice that the 
British have landed an armed guard of 40 men and the U. §. S. 
Tulsa 20 armed marines within the past 2 days. 

Jan. 15 | To the Minister in China 464 
(1273) Authorization to file a formal demand with the National Gov- 

. ernment for indemnity of pecuniary losses sustained by Dr. 
Casper C. Skinsnes in connection with his efforts to procure the 
release of Rev. Bert Nelson, a Lutheran missionary captured by 
the Chinese Communists in 1930. 

Jan. 16 | From the Minister in China (tel.) 466 
(41) Further information on troop movements. 

Jan. 17 | From the Minister in China (tel.) 467 
(43) Report from Foochow that practically all of the Nineteenth 

Route Army soldiers are believed to have withdrawn from 
Foochow and Nantai Island, and that the Nationalist flag is 
again flying at Foochow; also that American marines have re- 
turned to the U. 8. 8. Tulsa, the British and Japanese landing 
forces to withdraw shortly. 

Mar. 3 | From the American Minister in China to the Chinese Acting | 467 
(720) Minister for Foreign Affairs 

Renewal of representations against forcible occupation by the 
Nationalist Army of American missionary property in the Prov- 
ince of Fukien. 

Mar. 13 | From the Minister in China 469 
(2586) Advice that the latest information on the Skinsnes case is that 

the money will be recovered. 
(Footnote: Payment on February 19, 1936, by the Chinese 

Government of $4,000 Chinese currency in settlement of this 
claim.) 

July 20 | To the Minister in China (tel.) 470 
(221) Information and instructions for reply to the Ministry for 

Foreign Affairs concerning Chinese charges against the Baptist 
mission in Western Yunnan and the alleged political activities 
of Rev. William M. Young and his two sons, Harold and Vincent.
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Aug. 2 | From the Minister in China (tel.) 471 

(334) To the Commander in Chief of the United States Asiatic Fleet: 
Transmittal of three telegrams from the Consul at Foochow 
reporting the movement of Communist bandit troops toward 
Foochow and requesting the dispatch of a U. S. naval vessel to 
Pagoda Anchorage. 

Aug. 3 | From the Minister in China (tel.) 472 
(337) Information that U. 8. 8. Sacramento has been ordered to pro- 

ceed to Pagoda Anchorage. 

Aug. 17 | From the Minister in China 472 
(2921) Report of assurances from General Ho Ying-chin, Chairman 

of the Peiping Military Council, concerning measures for protec- 
tion of American citizens in the Western Hills and other districts 
not far from Peiping. 

Aug. 27 | From the Vice Consul at Foochow (tel.) 472 
Advice that presence of U. S. naval vessels is not now con- 

sidered necessary but that one should be ready to return to 
Foochow immediately. 

Sept. 13 | From the Minister in China (éel.) 473 
(418) Review of the Young cases and the question of their protection 

and personal safety; suggestion that William Young be urged 
by the Baptist Foreign Mission Board to depart from Yunnan 
and his sons to confine themselves strictly to mission work as 
defined by the treaties. 

Oct. 10 | From the Chargé in China (tel.) 474 
(460) From Yunnanfu, October 9: Report of imminent Communist 

concentration in the Province of Kweichow and suggestion that 
all foreigners from that Province be evacuated, possibly through 
Yunnan. 

To Canton: Recommendation that all Americans withdraw 
from threatened areas before means of communication are in- 
terrupted. 

Oct. 14 | From the Consul at Canton (tel.) 475 
Report of withdrawal of Americans from eastern and northern 

stations to Anshun and Tuhshan. 

Oct. 17 | From the Chargé in China (tel.) 475 
(472) Telegraphic report, October 15, from Yunnanfu of increasing 

Communist menace to safety of Americans in Kweichow and 
proposed arrangements for Vice Consul Smith to proceed to 
Kweiyang to assist with evacuation; instructions to Yunnanfu 
for immediate evacuation of Americans without awaiting arrival 
of the Vice Consul. 

To the Counselor of Legation at Nanking: Instructions to 
address a formal note to the Foreign Minister requesting assur- 
ance of protection of Americans in Kweichow and facilitation of 
their withdrawal if such action becomes necessary.
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Nov. 19 | To the Chargé in China 476 
(1515) Review of additional information concerning the Young cases 

and suggestion that the Legation, in. view of conclusions pre- 
viously drawn by the Vice Consul at Yunnanfu and endorsed by 
the Legation, refrain from further representations unless new 
developments arise. 

(Footnote: Decision of Baptist Foreign Mission Board not to 
return the Harold Youngs to China; Rev. William M. Young’s 
departure from Yunnan for the United States on November 1.) 

Nov. 20 | From the Chargé in China (tel.) 478 
(532) From Hankow: Information that, in view of Communist troop 

movements to the western part of Hunan Province, Americans 
in that area have been advised to withdraw. 

Nov. 23 | From the Chargé in China 478 
(3155) Advice that the Foreign Ministry has again been requested, 

pending referral of the Young cases to the Department for in- 
structions, to protect the lives and property of the missionaries 
in question. 

Dec. 12 | From the Consul General at Nanking (tel.) 479 
(81) Report of capture of missionary J. C. Stam and his wife and 

infant by Communist bandits in southern Anhwei; advice that 
urgent representations have been made to the Provincial and 
National Governments to take immediate steps for their release. 

Dec. 13 | To the Chargé in China (tel.) 479 
(384) Information concerning the discovery of the bodies of Mr. 

and Mrs. Stam; instructions for representations on behalf of the 
child, who is still missing, and for arrest and punishment of the 
culprits. 

Dec. 14 | From the Consul General at Nanking (tel.) 480 
(85) From the Commander of the U. 8S. 8S. Monocacy: Receipt of 

official report from the Provincial Government of Anhwei con- 
firming the murder of the Stams, the recovery of their bodies, 
and the unknown status of the child. 

Dec. 14 | From the Consul General at Nanking (tel.) 480 
(86) Summary of further details concerning the capture and death 

of the Stam family as reported by the Vice Consul at Nanking, 
who interviewed American missionaries and officers of the 
U.S. S. Monocacy. 

Dec. 17 | From the Consul General at Nanking (tel.) 481 
(89) Advice that the Stam child is safe at Wuhu; that George 

Atcheson, Jr., Consul at Nanking, has been instructed to proceed 
to Wuhu and other points, if necessary, to collect additional 
information, bring the bodies to Wuhu, and represent the 
Consulate General at the burial. 

Dec. 18 | From the Chargé in China (tel.) 483 
(581) From Peck to the Commander of Yangtze Patrol, December 

17: Request that a vessel be stationed at Wuhu for reassurance of 
Americans who have been advised to concentrate there in view of 
the northward movement of well-armed Communist troops from 
southern Anhwei.
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Dec. 18 | From the Chargé in China (tel.) 483 

(583) From Peck: Information that the Panay left Nanking De- 
cember 18 for Wuhu and that practically all American citizens in 
southern Anhwei are now reported to be in Wuhu. 

Dee. 19 | To the Chargé in China (tel.) 483 
(389) Request that Peck make representations to the Foreign Office 

relative to the situation in Anhwei Province and for the safety 
of American citizens. 

Dec. 21 | From the Chargé in China (tel.) 484 
(590) Increasing tenseness of the situation in Hunan as reported by 

five American Catholic missionaries; advice that Peck has been : 
instructed to bring the matter to the attention of the Foreign 
Office immediately and to request protection for Americans 
there. 

Dec. 21 | From the Chargé in China (tel.) 484 
(591) Advice that all Americans have been evacuated from southern 

Anhwei except those at Wuhu and that three gunboats (Ameri- 
can, British, and Japanese) are now at Wuhu. 

Dec. 25 | From the Chargé in China (tel.) 485 
(599) Résumé of the basic facts concerning the Stam case which will 

appear in Consul Atcheson’s detailed report of his investigation 
at Wuhu. 

Dec. 28 | To the Chargé in China (tel.) | 486 
(397) Instructions for formal note to Foreign Office (text printed) 

making strong representations in the Stam case. 

Dec. 30 | From the Chargé in China (tel.) 487 
(606) Information from Peck that the bodies of the Stams have 

reached Wuhu:;: that Peck has been instructed to make oral 
representations in the light of the Department’s instruction 
No. 397, December 28, but opinion that the proposed note to 
the Foreign Office should await the receipt of Atcheson’s full 
report of his investigation. 

Dec. 31 | From the Consul General at Nanking (tel.) 488 
(91) To the Legation: Advice that Atcheson has been instructed 

while in Wuhu for the Stam funeral to take official action giving 
results of the examination of the bodies and to collect any 
supplementary information concerning the capture of the Stams 

1935 and conditions then existing in the Tsingteh area. 

Jan. 3 | From the Chargé in China (tel.) 488 
(3) Delivery of a formal note to the Foreign Office dated January 

2, along lines of Department’s previous instructions, amended 
to conform with recent information and Atcheson’s report. 

Jan. 3 | From the Consul General at Nanking (tel.) 489 
(1) Résumé of Atcheson’s report of the funeral, testimony of the 

Stam servants, and facts concerning the examination of the 
bodies; advice that full report will follow.
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Apr. 13 | From the Minister in China (tel.) 490 

(167) Receipt of aide-mémoire from the Minister of War requesting 
that no aeroplanes or military weapons of any kind be sold to any 
province or municipality in China unless they are covered by 
huchaus (permits) issued by the Central Government of China; 
advice that the Legation is endeavoring discreetly to ascertain 
whether similar request has been made of other Legations. 

(Footnote: Information that similar representations had not 
been made to other Legations.) 

Apr. 20 | From the Chinese Minister 490 
Information that Chinese regulations concerning the importa- 

tion of war materials into China from other countries require offi- 
cial huchaus from the Central Government or permits from the 
proper Legations, and that any departure from this procedure 
will render such goods liable to confiscation. 

Apr. 28 | From the Minister in China (tel.) 491 
(196) | Formal note from the Foreign Office, April 21 (text printed), 

enumerating regulations concerning the shipment of war materi- 
als from abroad into China and reiterating representations 
against certain alleged violations of the usual procedure. 

Apr. 28 | Memorandum by the Assistant Chief of the Division of Far Eastern | 492 
Affairs of a Conversation With the Chinese Minister 

Discussion of the Chinese request that export licenses be with- 
held unless shipments of arms and munitions destined for China 
are covered by official huchaus; Department’s desire to be more 
adequately informed with respect to the factors underlying such 
a request. 

May 3 | From the Counselor of Legation in China (tel.) 493 
(199) Information from Vice Minister for Foreign Affairs that identic 

formal notes were addressed to other interested powers on April 
21, and that China desires U. S. cooperation in preventing ship- 
ments of arms not covered by Chinese Government huchaus. 

May 7/| M emorandum by the Assistant Chief of the Division of Far Eastern | 493 
airs 

Further discussion with the Chinese Minister, who was told 
that the Department, although inclined to acquiesce in the 
Chinese request, would prefer to learn the attitude of other 
interested governments before reaching a final decision. 

May 8 | To the Minister in China (tel.) 494 
(141) Instructions to obtain a list of the powers to which identic 

notes were addressed by the Chinese Government on April 21, 
and to request an expression of views from the representatives of 
the governments concerned. 

May 15 | From the Minister in China (tel.) 496 
(209) List of countries to which identic notes were addressed by 

Chinese Government. 

May 17 | From the Minister in China (tel.)  . 496 
(213) Advice that inquiry has been made of Belgian, British, French, 

German, Italian, Japanese, and Spanish ‘Legations as to the 
attitude of their Governments toward the Chinese request but 
that no Legation has any definite information to date in the 
matter.
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May 19 | From the Minister in China (tel.) 497 

(218) Information that the British Government has indicated 
adherence to its present policy provided that the Chinese Govern- 
ment can enforce its import regulations and that other govern- 
ments conform accordingly. 

May 28 | Statement Issued by the Department of State 497 
Revised regulations in regard to the export to China of arms 

and munitions of war. 

May 28 | To the Minister in China (tel.) 499 
(156) Authorization to inform the Foreign Office of certain changes 

in U. 8. procedure effected in compliance with Chinese requests 
of April 20 and 21 with the understanding that the Chinese 
Government will enforce its regulations uniformly in respect to 
all imports of arms and munitions of war; request that the Con- 
sulates General at Hong Kong and Canton be instructed to study 
carefully British procedure in connection with the movement of 
arms and munitions, including aircraft, through Hong Kong to 
China. 

June 2 | To the Secretary of Commerce 500 
Information concerning revised regulations pertaining to 

exportation of arms and munitions to China. 

June 7 | From the Minister in China 501 
(2774) Information concerning the Japanese attitude toward recent 

Chinese requests. 

June 27 | From the Minister in China 502 
(2810) Receipt of Foreign Office note enclosing a set of regulations 

governing duty exemptions on articles other than munitions of 
war imported into China for the use of foreign armed forces 
stationed in China and requesting compliance therewith; advice 
that other interested Legations have received similar notes, but 
that none, except the Japanese, have reached a decision although 
they have expressed dissatisfaction with the plan. Legation’s 
opinion that the U. 8. reply should contain a simple statement 
concerning the impracticability of the regulations. 

June 30 | From the Consul General at Hong Kong 504 
(942) Report on the British procedure at Hong Kong in connection 

with the shipment of arms and munitions, including aircraft, to 
China. 

July 21 | From the Vice Consul at Yunnanfu 506 
(199) Observations on the nondiscriminatory application of Chinese 

arms export regulations by Yunnan provincial authorities. 

Aug. 4 | From the British Chargé 506 
(265) Statement of British policy as related to the arms export 

restrictions, and inquiry as to the U. 8. position on the question. 

Aug. 10 | To the British Chargé . 508 
Information concerning U.S. procedure in regard to arms and 

munitions exports to China; request to be informed of conclusions 
reached by the British Government upon completion of its con- 
sideration of the subject, particularly with respect to inter- 
pretation of what constitutes military aircraft.
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Aug. 11 | Memorandum by the American Minister in China of a Conversation | 511 

With the French Chargé in China 
Oral reading to the French Chargé, upon inquiry, of the U.S. 

reply to the Chinese Government concerning control of shipments 
of munitions of war; information concerning French arms ship- 
ments to Kwangsi and Kwangtung Provinces through Hong 
Kong. 

Aug. 27 | To the Minister in China 512 
(1440) Authorization to reply to the Chinese Government substan- 

tially as suggested in despatch No. 2810, June 27, if and when 
similar action is taken by principally interested colleagues. 

Oct. 11 | From the Chargé in China 513 
(3025) Receipt of information indicating inability of the National 

Government to enforce its regulations with respect to war muni- 
tions exports into territory under the control of the Southwest 
Political Council or into Yunnan Province; advice, however, that 
the situation does not impose disadvantages upon American 
exporters in comparison with exporters of other nationalities. 

Oct. 24 | From the Consul at Hong Kong 513 
(1056) Report on the procedure followed at present by the Hong Kong 

Government in granting licenses for the exportation of arms 
and munitions from Hong Kong to China, and other circum- 
stances surrounding the arms traffic in Hong Kong. 

Oct 25 | Memorandum Prepared in the Division of Far Eastern Affairs 516 
Report on the shipment from the United States to China, Hong 

Kong, and Macao of arms and munitions of war for the period 
January 1, 1932, to October 22, 1934. 

Nov. 2 | From the Chargé in China 518 
(3092) Advice that, in view of further notification by the Foreign 

Office of intention to enforce regulations with respect to importa- 
tion of supplies for the foreign armed services in China, commun- 
ications similar to that authorized by the Department have now 
been addressed to the Foreign Office by the U.S., British, and 
French Legations. 

Nov. 20 | From the Chargé in China 519 
(3147) Receipt of further information from the Foreign Office, No- 

vember 8, concerning the purpose behind the Chinese Govern- 
ment’s desire to control importation of supplies to foreign armed 
services in China; Legation’s reply, reiterating its position in the 
matter but expressing a willingness to consider any reasonable 
modification of the present procedure which will afford protec- 
tion to Chinese revenue by preventing irregular practices. 

Dec. 12 | From the British Ambassador 521 
(396) Explanation of the British position concerning the export of 

aircraft from Great Britain to China, and inability to endorse the 
U.S. definition of military aircraft; comments on U.S. exporters’ 
complaints against disadvantageous shipping regulations in 
Hong Kong.
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Jan. 9 | To the Minister in China (tel.) 523 

(6) Formal reply (text printed) to Foreign Office note of Decem- 
ber 23, 1933, requesting that Chinese Government supply further 
information as to its plans and proposals for negotiation of a new 
treaty. Instructions to inform British colleague of substance of 
the notes. 

Jan. 11 | From the Minister in China (tel.) 524 
(28) Advice that the U. 8. note has been mailed to Peck for delivery 

to the Foreign Office on January 13. 

Jan. 11 | From the British Embassy 524 
Advice that China has asked British Government for negotia- 

tion of a new treaty to replace the Sino-British Treaty of 1902; 
that no reply has been sent pending receipt of further informa- 
tion from Peiping. 

Jan. 23 | From the Minister in China (tel.) 525 
(56) Foreign Office acknowledgment, January 18 (text printed), of 

U. 8S. note of January 13, and expression of China’s desire to 
abrogate the existing treaty provisions concerning extraterri- 
toriality and inland river and coastal navigation. 

Mar. 13 | To the Minister in China (tel.) 526 
(64) Background information concerning the problem of extra- 

territoriality for Peck’s guidance in an informal discussion with a 
responsible Chinese official; Department’s view that there is need 
for reconsideration of the Chinese policy of taking up with each 
of the various powers separately the question of extraterritorial 
jurisdiction in China. 

Mar. 22 | From the Minister in China (tel.) 529 
(132) Request for clarification of the Department’s instruction No. 

64, March 22, as to whether the Department proposes joint 
rather than separate negotiations between the powers and China 
concerning extraterritoriality, inasmuch as Japanese participa- 
tion in any joint discussions at this time would be likely to create 
an embarrassing situation. 

Mar. 27 | From the Minister in China (tel.) 529 
(141) Offer of two suggestions for meeting the Chinese request for 

negotiation of a new commercial treaty. 

Apr. 4 | Yo the Minister in China (tel.) 530 
(95) Instructions to acknowledge Chinese note of January 18 stat- 

ing that the U. 8. Government is giving consideration to the 
questions raised therein, but to hold in abeyance Department’s 
instruction No. 64, March 22, pending receipt of British views 
on the subject. 

Apr. 4 | To the Ambassador in Great Britain 530 
(317) Instructions to discuss informally with the Foreign Office the 

Department’s views concerning revision of the Sino-American 
Treaty of 1903 and especially the question of extraterritoriality; 
to ascertain the status of negotiations for revision of the Sino- 
British Treaty of 1902; and to ascertain the British attitude 
toward possibility of approaching problems on parallel lines and 
with synchronized action.
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June 2 | Tothe Minister in China (tel.) 532 

(158) Information that the British Minister in China has been in- 
structed by his Government to keep in touch with his American 
colleague in any discussions that may arise on the question of 

: extraterritoriality. 

June 5 | From the Minister in China (tel.) 533 
(229) British Legation’s receipt of authorization to negotiate with 

the Chinese on general treaty revision matters but withhold con- 
sideration of revision of the extraterritorial clauses of any treaty 
until discussions of extraterritoriality have reached a mature 
stage with other powers; advice that no action has been taken as 
yet upon this authorization. 

June 14 | From the Minister in China (tel.) 533 
(248) Exchange of views with the British Minister and general agree- 

ment that nothing should be done at present but to await fur- 
ther inquiry by the Chinese. 

June 15 | To the Minister in China (tel.) 534 
(172) Concurrence in the Minister’s view that no further action is 

required as the matter now stands; authorization, however, to 
take similar action if the British Minister receives instructions 
to carry out previous authorization as set forth in telegram No. 
229, June 5. 

July 6 | From the Minister in China (tel.) 535 
(291) Information that the British Legation on June 21 acknowledged 

the Foreign Office note concerning the Sino-British treaty and 
stated that it had been forwarded to the British Government for 
consideration. 

DISINCLINATION OF THE AMERICAN GOVERNMENT TO RatsE ITs LEGATION IN 
CHINA TO THE STATUS OF AN EMBASSY 

1934 
Mar. 3 | Memorandum by the Chief of the Division of Far Eastern Affairs | 585 

Conversation with the Italian Ambassador, who related infor- 
mation from Rome that the Chinese Minister said he “was going 
to raise’ the Chinese Legation there to the rank of Embassy and 
implied similar action at Washington, London, and Paris. 

Sept. 25 | To the Ambassador in Italy (tel.) 536 
(84) Confidential information from the Italian Embassy that the 

Italian Government has decided to raise its Legation in China to 
the grade of Embassy; instructions to ascertain if possible con- 
clusiveness of the reported decision and reasons therefor. 

Sept. 26 | From the Ambassador in Italy (tel.) 537 
(206) Report on the probable reasons for raising the Italian Lega- 

tion at Peiping to the status of Embassy, the two most significant 
being the influence of Ciano, son-in-law of Mussolini, and Italy’s 
opposition to Japan. 
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Sept. 26 | From the Ambassador in Italy (tel.) 537 

(208) Transmittal of press release announcing the Italian decision to 
raise its diplomatic representation in China to the rank of 
Embassy. 

Sept. 27 | To the Minister in China (tel.) 538 
(311) Summary of information received to date concerning the recent 

decision of the Italian Government with respect to its diplomatic 
representation in China. 

Sept. 27 | From the Ambassador in Italy (tel.) 539 
(211) Further information concerning the decision of the Italian 

Government to locate its Embassy at Shanghai; Foreign Office 
comment, upon inquiry, that consultation with other powers con- 
cerning the contemplated change in diplomatic status was not 
necessary in this instance. 

Sept. 28 | Memorandum by the Secretary of State 539 
Conversation with the Chinese Minister, who inquired whether 

the U. S. Government would be disposed to raise its Legation in 
China to the rank of Embassy as Italy has proposed to do. 

Sept. 29 | From the Ambassador in France (tel.) | 540 
(708) Report of French and British concern over the Italian decision 

to raise its Legation in China to an Embassy. 

Oct. 9 | From the Chargé in Japan (tel.) 540 
(220) Report of British inquiry as to the Japanese attitude toward the 

Italian decision to raise its Legation in China to an Embassy, and 
reply from the Foreign Office that Japan would not be influenced 
by Italy into any precipitate action. 

Oct. 9 | Memorandum by the Under Secretary of State 541 
Conversation with the Chinese Minister, who was told that the 

United States has decided not to follow the Italian lead in raising 
its Legation in China to the rank of Embassy. 

Oct. 9 | To the Chargé in Japan (tel.) 541 
(174) Advice that the Department has informed the British Em- 

bassy of its view that the present is not an opportune time to 
make a change in its diplomatic representation to China and that 
the Department would first confer with interested governments 
before making a change of this character; further advice that the 
Japanese Embassy was also orally informed to this effect. 

Oct. 22 | Memorandum by the Under Secretary of State of a Conversation | 541 
With the British Ambassador 

Concurrence in the understanding that the United States, 
Great Britain, and France stand together in the opinion that the 
present is not the proper time to establish Embassies in Peiping, 
and further, that neither of the three powers will take such 
action without previous consultation with the other two. 

Nov. 9 | From the Chargé in Italy (tel.) 542 
(246) Report of Italian announcement, November 9, of the appoint- 

ment of Lojacono, Italian Ambassador to Turkey, as Ambassador 
to China.
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Jan. 20 | From the Minister in China (tel.) 542 

(47) Discussion between Wang Ching-wei, President of Executive 
Yuan and Acting Foreign Minister, and Counselor of Legation 
Peck concerning Chinese nonacquiescence in the American pro- 
posal for the establishment of a Sino-American claims commis- 
sion; Wang’s offer of two alternate suggestions for adjustment of 
debt situation. 

Feb. 8 | To the Minister in China 543 
(1291) Instructions for presentation of claims for losses resulting from 

the looting of American property; advice that the Department is 
studying the question of ownership of property in the hands of 
Chinese who act as sales agents of American nationals, and the 
status of claims for losses of such property. 

Feb. 16 | To the Minister in China (tel.) 544 
(41) Instructions to inform the Chinese Government of the U. S. 

opinion that its reasons for refusing to cooperate in the establish- 
ment of a claims commission are wholly inadequate; further in- 
structions assiduously to press the Chinese Government toward 
acceptance of the American proposal. 

Feb. 20 | From the Minister in China (tel.) 546 
(93) Request for authorization to join in British draft joint mem- 

orandum (text printed) protesting against Chinese default in the 
service of the Hukuang Railway loan agreement of 1911. 

Feb. 21 | To the Minister in China (tel.) 547 
(49) Authorization to sign the British joint memorandum and sug- 

gestions for minor changes in phraseology. 

Mar. 21 | From the Minister in China (Eel.) 547 
(127) Receipt of Foreign Office note (excerpt printed) proposing a 

discussion of debt procedure between delegates appointed by the 
Chinese Ministries of Foreign Affairs, Finance, Communications 
and Railways with U. 8. delegates; suggestion that Foreign Office ; 
be advised that proposal is unsatisfactory and designed to delay 
a definite solution of the matter. 

Mar. 22 | Memorandum by the Chief of the Division of Far Eastern Affairs of | 548 
a Conversation With the Chinese Minister 

Chinese Minister’s inquiry as to the Department’s attitude 
toward the latest Chinese proposal of a separate bureau to study 
the claims question; Hornbeck’s comments concerning the appar- 
ent indifference of the Chinese Government toward effecting an 
equitable solution, and advice that the Department is consider- 
ing the latest Chinese proposal but has not yet reached a con- 
clusion. 

Mar. 27 | To the Minister in China (tel.) 550 
: (78) Concurrence in the Minister’s suggestion concerning Chinese 

proposal reported in his telegram No. 127, March 21, and instruc- 
tions also to inform Foreign Office that no adequate or convincing 
objections have been offered to date against the American pro- 
posal for a joint claims commission.



LII LIST OF PAPERS 

CHINA 

EFFORTS FOR THE CONSIDERATION OF AMERICAN CLAIMS OUTSTANDING AGAINST 
Cuina—Continued 

Date and Subject Page 

1934 
Apr. 18 | From the Consul General at Nanking (tel.) 551 

(29) Information concerning a resolution passed by the Executive 
Yuan, April 17, to the effect that all American claims of unques- 
tionable validity would be officially acknowledged upon presen- : 
tation by the U. 8. Government, and that a tribunal would be 
created for consideration of the doubtful claims if the quantity 
of claims justified such action. 

Apr. 18 | From the’ Minister in China (tel.) 551 
(181) Opinion that the Chinese action reported in telegram No. 29, 

April 18, represents a diplomatic gesture prompted by the present 
Sino-Japanese crisis. 

Apr. 19 | To the Minister in China (tel.) 552 
(119) Instructions for Peck to obtain as promptly as possible a writ- 

ten statement from the Chinese Government confirming the im- 
plied offer outlined in telegram No. 29, April 18; request for the 
Legation’s views on the Chinese offer. 

Apr. 21 | From the Minister in China (tel.) 552 
(186) Opinion that, although the Chinese request for a list of Ameri- 

can claims appears to be sincere, the move is an additional bid for 
delay and subterfuge; belief, however, that the Department 
should supply a selected list of unquestionable claims and await 
developments. 

Apr. 24 | From the Minister in China (tel.) 553 
(192) Unsigned memorandum received by Peck from Dr. Wang in 

person, April 21 (text printed), confirming the Chinese resolution 
of April 17; suggestion that Peck be authorized to present an 
acknowledgment of the memorandum to the Foreign Office stat- 
ing that the proposal has been forwarded to the Department. 

Apr. 26 | To"the Minister in China (tel.) 553 
(128) Authorization for Peck to follow the procedure outlined in 

telegram No. 192, April 24; concurrence in the Legation’s views 
set forth in telegram No. 186, April 21, and authorization to 
proceed accordingly. 

Apr. 26 | From the Minister in China 554 
(2691) Substance of comments by Mr. Suma, Secretary of the Japanese 

Legation, concerning the Japanese policy of forbidding individual 
creditors to make individual arrangements with Chinese railways; 
opinion that the real Japanese motive is to retain unliquidated 
obligations in a form which will lend itself more readily to use as 
diplomatic pressure. 

May 29 | From the Minister in China (tel.) 554 
(225) Suggestion for a change of procedure in the presentation of the 

list of American claims to the Chinese Government, as of possible 
help in securing the establishment of a claims commission. 

June 1 | Jo the Minister in China (tel.) 555 
(157) Approval of proposed procedure, with certain instructions, 

including suggestions that no looting claims be included in the 
list and no attempt made to state the legal basis of the claims 
presented.
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CHINA 

EFFORTS FOR THE CONSIDERATION OF AMERICAN CLAIMS OUTSTANDING AGAINST 
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Date and Bubject Page 

1934 
June 6 | From the Minister in China (tel.) 556 

(231) Request for the Department’s approval to include all looting 
claims as a measure calculated to convince the Chinese Govern- 
ment of the desirability of the establishment of a claims com- 
mission. 

June 8 | To the Minister in China (tel.) 556 
(163) Authorization to include looting claims provided that the 

remaining points of instruction No. 157, June 1, are followed. 

June 30 | From the Minister in China (tel.) 557 
(282) Request for authorization to sign a British memorandum to the 

Foreign Office protesting default on June 15 of the service of the 
Hukuang loan. 

July 5 | To the Minister in China (tel.) 557 
(197) Authorization to sign the British memorandum with certain 

minor changes in phraseology. 
(Footnote: Information that the suggested changes were 

incorporated in a joint memorandum dated August 10, 1934.) 

Aug. 27 | From the Minister in China 558 
(2940) Information concerning the Foreign Office reply to the joint 

memorandum regarding Hukuang loan pleading insufficiency of 
: customs revenues. 

Oct. 6 | Memorandum of Conversation, by the Counselor of Legation in | 558 
China 

Further discussion with Wang Ching-wei of the American 
proposal for the establishment of a claims commission, and 
indication from Dr. Wang’s remarks that the Chinese Govern- 
ment has made no further progress toward acceptance of the 
plan in toto than adoption of the resolution of April 17 by the 
Executive Yuan. 

Oct. 12 | To Mr. Thomas W. Lamont of J. P. Morgan & Co. 560 
Department’s views concerning the proper approach to be 

made to the Chinese Government in connection with its obliga- 
tions under the Hukuang loan agreement. 

Oct. 25 | From the American Group of the China Consortium 561 
Recommendation that the Department urge other interested 

governments toward stronger representations to the Chinese 
Government concerning its obligations under the Hukuang loan 
in view of reliable information that the Foreign Minister’s plea 
of insufficient customs revenues appears to be a statement 
contrary to fact.



LIV LIST OF PAPERS 

CHINA 

REsTRICTIONS BY CHINA UPON THE IMPORTATION OF CERTAIN INDUSTRIAL 
CHEMICALS 

Dato and Subject Page 

1934 
Aug. 22 | From the Minister in China 562 
(2928) Background information concerning the unsuccessful attempt 

of an American firm to secure a permit from the Saltpeter and 
| Sulphur Bureau of Kiangsi for the importation into China of 

certain industrial chemicals; opinion that, in view of China’s 
right to restrict the traffic in such commodities on the basis of 
classifying them as munitions of war, and in the absence of dis- 
crimination against American merchants, no valid complaint 
can be registered against the policy of the Chinese Government. 

Oct. 22 | To the Chargé in China 563 
(1493) Concurrence in the Legation’s view on the industrial chemicals 

question. 

REPRESENTATIONS AGAINST RESTRICTIONS IMPOSED BY THE CANTONESE 
AUTHORITIES UPON THE SALE oF Liquip FUEL By FOREIGN COMPANIES 

1934 
Jan. 16 | From the Minister in China (tel.) 564 

(39) Advice that, pending receipt of further information concerning 
the granting by Chinese authorities at Canton of subsidies to 
native oil distillers, the Legation is taking no action on behalf 
of American oil companies. - 

Jan. 31 | From the Minister in China 565 
(2495) Information concerning U. 8. and British representations to 

both Foreign Office and local officials at Canton protesting 
discrimination against foreign oil companies in the collection of 
the kerosene tax by the action of the provincial government in 
granting a rebate to Chinese refiners in the form of a subsidy. 

May 71 To the Minister in China (tel.) 565 
(139) To Canton: Authorization to remind the Southwest Political 

Council and Canton officials on some opportune occasion of 
their obligation to observe treaties between China and the foreign 
powers. 

June 14 | From the Minister in China 566 
(2782) Information concerning representations by U.S. and British 

Consuls General at Canton in an attempt to forestall the estab- 
lishment of a quota system at the insistence of the government- 
protected refiners, and thefr receipt of verbal assurances that 
no quota project was being considered. 

EFFORTS OF THE UNITED States TO MEET SITUATION CREATED BY IMPOSITION 
IN CHINA OF TAXES CONSIDERED UNFAIR TO AMERICAN TRADE 

1934 
Oct. 2 | To the Minister in China (tel.) 566 

(316) Authorization to discuss informally with the appropriate 
Chinese officials the unfortunate situation created by the collec- 
tion in various parts of China of illegal and discriminatory taxes 
coupled with the proposed application of an import tax on 
American leaf tobacco.
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EFFORTS OF THE UNITED States To MeET SiruaTION CREATED BY IMPOSITION 
IN CHINA OF TAXES CONSIDERED UNFair TO AMERICAN TRaADE—Continued 

Date and Subject Page 

1934 
Oct. 3 | To the Minister in China 567 
(1466) Instructions to make representations to the Chinese Govern- 

ment to the effect that certain of the means for assisting domestic 
industry as outlined in the Industrial Encouragement Act would 
appear to contravene various treaty commitments of the Chinese 
Government and that in consequence the Legation reserves such 
rights of American nationals as may be adversely affected by the 
operation of the Act. 

Nov. 9 | From the Chargé in China 568 
(3129) Advice that Department’s instructions were carried out after 

discussion with British Legation, which is addressing a formal 
note to the Chinese Government citing various causes of com- 
plaints on behalf of British capital in China, none of which would 
appear to afford a basis for representations against the Indus- 
trial Encouragement Act. 

(Footnote: Information from the Minister, March 7, 1935, 
of Foreign Office assurance that the Act would not interfere 
with the utilization of foreign capital and technical cooperation.) 

Nov. 28 | From the Chargé in China (tel.) 570 
(543) ‘Information concerning repeated Foreign Office requests that 

U. S. and other interested Legations comply with the Chinese 
regulations pertaining to the business tax law. Advice that the 
French Legation has refused to comply, while the British 
Legation is considering granting permission to tax British 
nationals on a nondiscriminatory basis, under certain safeguards, 
and desires the Department’s views concerning agreement to a 
similar line of action. 

Dec. 6 | To the Chargé in China (tel.) 571 
(377) Advice that the Department is not in a position to endorse the 

British proposal; that, however, the Department would consider 
an alternative procedure in the event that other interested 
governments indicate a willingness to acquiesce in the tax 
question. 

Dec. 31 | To the Minister in China (tel.) 572 
(401) Instructions to act in accordance with Department’s telegram 

No. 316, October 2, in connection with any further action 
9 toward the proposed increase in leaf tobacco import duties. 

1935 
Jan. 9 | From the Chargé in China (tel.) 572 

(10) Representations by Counselor of Legation Peck at Nanking, 
in accordance with Department’s No. 401, December 31, and 
Chinese reply that the increased import duty on leaf tobacco 
has already been officially sanctioned but not yet enforced. 

(Footnote: Report from Peck, January 28, 1935, that the 
Chinese Government had abandoned its intention to double 
the import duty on leaf tobacco.)
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CHINA 

DENIAL TO AMERICAN Firms or Ricut To Format HEARING UNDER THE 
CHINESE Customs RULES oF 1868 

Date and Subject Page 

1934 
Jan. 9 | From the Minister in China 573 
(2459) Summary of developments during the past year in respect of 

arbitrary action by the Customs toward American firms; advice 
that the Inspector General of Customs has been furnished a list 
of the principal cases involved. 

Jan. 18 | From the Inspector General of Chinese Customs to the American | 457 
Minister in China 

Observations and comments concerning developments in the 
Socony-Vacuum, Frazar, and International Truck and Storage 
Company cases at Lungkow, Tsingtao, and Shanghai, respec- 
tively; reiteration of the Inspectorate’s policy opposing arbitrary 
action by the Customs against merchants. 

Feb. 1 | From the American Minister in China to the Inspector General of | 579 
Chinese Customs 

Inability of the Legation to accept the position of the Customs 
on certain issues involved in the cases previously discussed; 
further representations in view of recent developments in the 
Frazar case and notification of intention to bring the matter to 
the attention of the Foreign Office. 

Feb. 10 | From the American Minister in China to the Chinese Acting Min- | 581 
(706) ister for Foreign Affairs 

Representations against the Foreign Ministry’s interpretation 
of the Treaty of 1928 as implying the relinquishment by the 
United States of its rights established by prior treaties, and 
insistence that the cases of confiscation involving property of 
American citizens seized by the Custom House authorities be 
adjudicated under the Customs Rules of 1868. 

Mar. 7 | From the Chinese Acting Minister for Foreign Affairs to the | 583 
American Minister in China 

Reiteration of the Chinese position in regard to Rules of 1868, 
and refusal to recognize the protest and reservations made by the 
Legation. 

Nov. 5 | To the Chargé in China 585 
(1503) Instructions to ascertain the views of other interested govern- 

ments concerning the Chinese Government’s disregard of the 
Rules of 1868; summary (text printed) of treaty provisions for. 
examination in connection with the question of the establish- 
ment and present status of the Rules of 1868. 

RESERVATION OF AMERICAN RicHtTs IN PROPOSED CHANGES FOR CONTROL OF 
PILoTAGE aT SHANGHAI 

1931 
July 8 | From the Minister in China 591 

(1082) Request for instructions as to the attitude that the Legation 
and Consul General at Shanghai should assume in the event that 
the Chinese Government attempts to enforce recent regulations 
pertaining to Government control of pilotage at Shanghai. 

Sept. 29 | To the Minister in China (tel.) 592 
(352) Opinion that the present system of control of the Shanghai 

pilot service may not be legally changed without the consent of 
the interested powers; request for views of the Legation and 
Consulate General at Shanghai, and of the other interested for- 
eign representatives as to the attitude to be taken if China should 
attempt to put new regulations into effect.
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CHINA 

RESERVATION OF AMERICAN RIGHTS IN PROPOSED CHANGES FOR CONTROL OF 
PILOTAGE aT SHANGHAI—Continued 

Date and Subject Page 

1931 
Oct. 15 | From the Minister in China (tel.) 593 

(776) From Shanghai, October 14: Request for further clarification 
of the Department’s views concerning control of pilotage; 
division of opinion among colleagues as to the applicability of 
references cited in support of the Department’s views. 

Nov. 2 | To the Minister in China (tel.) 593 
(403) List of treaty citations for study in connection with regula- 

_| tions governing pilots at Shanghai. 

Nov. 25 | From the Minister in China (tel.) 594 
(1006) From Shanghai, November 24: Report of meetings of the 

Pilotage Board on October 23 and November 10 upon completion 
of investigation of conditions of the Shanghai pilotage service; re- 
quest for instructions as to the attitude to assume at the next 
meeting on December 1, in view of a new proposal for compul- 
sory pilotage of vessels of 450 feet. 

Nov. 28 | To the Minister in China (tel.) 595 
(441) Reiteration of the Department’s opinion that the present sys- 

tem of the Shanghai pilotage service may not be legally changed 
without consent of the interested powers; instructions, however, 
for Consul General at Shanghai to cooperate with his colleagues 
and make no objection to proposed changes, but reserving rights 
of American nationals under existing system. 

Dec. 8 | From the Minister in China (tel.) 596 
(1058) From Shanghai, December 5: Information that proposal con- 

cerning compulsory pilotage of vessels over 450 feet would dis- 
criminate against American ships; intention to propose that 
compulsory pilotage, if it is desirable, should apply to all ocean- 
going vessels. 

Dec. 11 | From the Consul General at Shanghaz (tel.) 597 
Inquiry as to whether compulsory pilotage exists by law in 

principal U. 8. ports for merchant vessels. 

Dec. 14 | To the Consul General at Shanghai (tel.) 597 
Advice that under the respective State laws pilotage is required 

1934 in principal U.S. ports for all vessels engaged in foreign trade. 

Apr. 10 | To the Minister in China 597 
(1338) Further comments in support of the Department’s opinion 

that the General Pilotage Regulations of 1868 cannot be revised 
by the Chinese Government without the consent of the powers 
still possessing extraterritorial rights in China. 

Apr. 10 | From the American Minister in China to the Chinese Acting | 599 
(745) Minister for Foreign Affairs 

Representations against the unilateral abrogation or modifica- 
tion of the pilotage regulations by the Chinese Government; 
U.S. willingness, however, to consider any reasonable proposals for 
changes in the regulations provided certain safeguards are assured. 

May 3 | From the Minister in China 600 
(2702) Information from Shanghai concerning efforts of the Ministry 

of the Navy to negotiate through irregular channels the question 
of pilotage authority to the exclusion of the Chinese Maritime 
Customs, while the same question is under negotiation by the 

interested Legations with the Foreign Office and the Ministry of 
inance.
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RESERVATION OF AMERICAN RIGHTS IN PROPOSED CHANGES FOR CONTROL OF 
PILOTAGE AT SHANGHAI—Continued 

Date and Subject Page 

1934 
June 21 | From the Minister in China (tel.) 601 

(258) Steps taken by the Chinese Government to meet the objections 
of the interested powers to the new pilotage regulations uni- 
laterally established; indication of emergency measures, how- 
ever, for the renewal of pilot licenses on July 1 in the event that 
the Commissioner of Customs refuses renewal. 

June 21 | From the Minister in China (tel.) 602 
(260) From Shanghai, June 21: Advice that the Acting Harbor 

Master has been authorized to extend the licenses of pilots who 
are members of the Shanghai Pilots Association for 90 days from 
July 1. 

June 23 | From the Minister in China (tel.) 603 
(263) From Counselor of Legation Peck, Nanking, June 21: Receipt 

of a copy of the Revised Provisional Pilotage Regulations, June 
1934, the revision having been made on the basis of representa- 
tions from interested powers. : 

June 25 | To the Minister in China (tel.) 603 
(185) Department’s approval of the precautionary plan for renewal 

of pilot’s licenses referred to in Minister’s telegram No. 258, 
June 21. 

June 29 | From the Minister in China (tel.) 603 
(279) Report of the successful completion of examination for pilot’s 

license by Apprentice Pilot C. F. Erbe, an American citizen 
whose case had been delayed by the Chinese Government. 

Sept. 18 | To the Minister in China (tel.) 604 
(298) General instructions to cooperate with interested colleagues 

and to continue working toward a satisfactory arrangement 
which will provide adequate safeguards for the American interests 
involved and at the same time be acceptable to the Chinese 
authorities. 

Oct. 22 | From the Chargé in China (tel.) 604 
. (480) Report that the Chinese, as a result of Japanese and French 

representations against modification of the present regulations, 
may drop the matter of revision. 

Dec. 20 | From the Chargé in China (tel.) 604 
(588) Advice that British negotiations with the Inspector General of 

Customs have resulted in agreement on the revised pilotage regula- 
tions embodying amendments which had been sought by the 
principally interested powers other than Japan and France; belief 
that the Chinese Government will offer this proposal officially 
and that the U. 8. Government should accept it with certain pro- 
visions, and reserving certain treaty rights. 

Dec. 26 | To the Chargé in China (tel.) 606 
(395) Department’s concurrence in the recommendations set forth 

in telegram No. 588, December 20, and authorization to take 
action accordingly.
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CHINA 

AMERICAN INTEREST IN PROBLEMS AFFECTING THE INTERNATIONAL SETTLEMENT 
AT SHANGHAI 

Date and Subject Page 

1934 
Mar. 17 | From the Minister in China (éel.) 607 

(125) Comments on a proposal by the Japanese Consul General con- 
cerning the policing of extra-Settlement roads area, which has 
been forwarded to Central Government by the Chinese authorities 
at Shanghai; recommendation that the proposal be accepted, in 
view of the prolonged negotiations attending the question, but 
that active support be withheld. 

Mar. 21 | To the Minister in China (tel.) 608 
(71) Department’s approval of the Legation’s recommendation, 

and authorization to instruct Shanghai accordingly; instructions, 
however, to keep in mind the Department’s views that the 
matter should be settled by local agreement. 

May 10 | From the Consul General at Shanghai to the Minister in China 608 
(7933) Comments on certain items in the Japanese Consul General’s 

proposal and the attitude of the British Consul General and the 
Shanghai Municipal Council concerning them. 

Oct. 5 | From the Minister in China (tel.) 610 
(450) Facts concerning a judicial dispute between the Shanghai 

ge | Municipal Council and the Chinese District Court with respect 
to the arraignment of certain Chinese detectives of the Inter- 

. national Settlement police force; opinion that the Council should 
_ f4 | be supported in its stand, set forth in its letter of September 19 to 
m=) | the Court (excerpt printed). 

we (Footnote: Department’s approval, October 10, of Legation’s 
wy "| recommendations.) 

Dec. 6 | From the Chargé in China 613 
(3176) Receipt of information as to the fundamental views of the 

Japanese Government on the scope of the proposed extra-Settle- 
ment roads agreement; advice that the Legation has instructed 
the Consul General at Shanghai to avoid discussion of the Jap- 
anese demands and to refrain from endorsing the Japanese 
fundamental views. 

CONCURRENCE IN PrRoposED ALTERATION OF THE STATUS OF THE Kuuine Estate 
IN Kranasi, CHINA 

1933 
Dec. 1 | To the Minister in China (tel.) 614 

(385) Advice that the Department questions the advisability of open- 
ing negotiations toward rendition of the Kuling Estate to China 
in view of the possible impairment of the rights of American lot 
owners and the uncertain status of the administration of the area 
involved. 

Dec. 28 | From the Minister in China (tel.) 615 
(938) Indication of circumstances under which Legation would 

interpose no objection to opening of negotiations and would 
instruct Consul at Hankow accordingly; inquiry as to Depart- 
ment’s approval. 

(Footnote: Department’s approval, December 29.)
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Estate IN Kianasi, Caina—Continued 

Date and Subject Page 

1934 
Nov. 15 | From the Chargé in China (tel.) 616 

(525) Advice that the British Legation has been authorized to 
conclude the proposed agreement with certain minor changes 
in the draft; recommendation that Consul at Hankow be 

-| authorized to concur in the conclusion of the agreement accord- 
ing to the British version. | 

Nov. 20 | To the Chargé in China (tel.) . 616 
(365) Authorization to concur in the conclusion of the agreement 

as outlined in telegram No. 525, November 15. 
(Footnote: Information that rendition of the Kuling Estate 

to China took place on January 1, 1936.) 

RE-REGISTRATION OF TITLE DEEDS TO REAL PROPERTY oF AMERICANS 
IN CHINA 

1934 
Mar. 26 | To the Minister in China 617 
(1327) Approval of certain recommendations previously offered by 

the Legation with respect to the applicability to American 
nationals of Chinese regulations governing the registration and 
taxation of land in China. 

REGISTRATION OF AMERICAN AND OTHER FOREIGN PUBLICATIONS UNDER 
THE CHINESE Press Law 

1934 
Jan. 18 | To the Minister in China (tel.) 618 

(13) Authorization to reply to a Foreign Office note of November 
17, 1933, stating U. S. willingness to endorse voluntary pro 
forma registration of American publications with the Ministry of 
Interior but refusal to endorse any compulsory measures or to 
recognize applicability of the Chinese press laws to American 
nationals. 

(Footnote: Information that the U. S. and British Legations 
replied to the Foreign Office on February 14, 1934.) 

Nov. 20 | From the Chargé in China 618 
(3152) Chinese Government’s recommendation that all Chinese and 

foreign newspapers or periodicals published in China be regis- 
tered before the end of February 1935; advice that the Legation 
has reiterated its position in the matter and has instructed the 
consular officers concerning certain safeguards to be pointed 
out to those American publishers who find it expedient to register. 

CHINESE CENSORSHIP RESTRICTIONS UPON AMERICAN Morion PictTuREs 
IN CHINA 

1934 
Apr. 9 | From the Counselor of Legation in China 620 

Account of the successful conclusion of lengthy negotiations 
by the Metro-Goldwyn-Mayer Studios to obtain permission to 
take motion pictures in China for use in connection with a film 
production of the novel ‘‘The Good Earth.”



LIST OF PAPERS LXT 

CHINA 

CHINESE CENSORSHIP RESTRICTIONS UPON AMERICAN MOTION PICTURES 
In Coina—Continued 

Date and Subject Page 

1934 
Apr. 23 | From the Counselor of Legation in China 622 

Report on recent changes in the official organization con- 
trolling the motion picture industry in China whereby control 
over motion picture matters has passed in large measure from 
the Government to the Kuomintang. 

July 2 | To the Minister in China 624 
(1400) Instructions for the guidance of Counselor of Legation Peck 

in connection with informal representations against Chinese 
censorship of amateur motion pictures. 

OBJECTION BY CHINA TO OPERATION OF AN UNLICENSED Rapio STATION BY AN 
AMERICAN CITIZEN IN HvuprEH; REGISTRATION OF AMERICAN AND OTHER 
Rapio REcEIVING SETs 

1934 . 
Mar. 22 | From the Minister in China 625 
(2603) Receipt of a report from the Consul General at Hankow con- 

cerning a Chinese demsnd that an unlicensed radio station 
operated by Rev. R. J. Mueller, an American citizen, at Shihnan, 
Hupeh, be dismantled; Legation’s recommendation that the 
Consul General withhold his proposed suggestion that Mueller 
acquiesce in the Chinese demand pending further inquiry into the 
Chinese laws. 

Apr. 19 | From the Minister in China (tel.) 627 
(182) To Shanghai: Instructions to refrain from suggesting that 

Americans register their receiving sets and to request informa- 
tion from the Bureau of International Telegraphs as to regu- 
lations requiring such registration and as to the authority under 
which such regulations were issued. 

Apr. 21 | To the Minister in China (tel.) 628 
(122) Approval of the Legation’s instructions to Shanghai and 

request for information concerning developments. 

May 3 | To the Minister in China (tel.) 628 
(134) Approval of the Legation’s proposed instructions to the Consul 

General at Hankow concerning the unlicensed radio station 
operated by Mueller. 

Aug. 8 | To the Minister in China 628 
(1426) Nonobjection to the procedure adopted by the Legation con- 

cerning the voluntary registration of American-owned receiving 
sets. 

Oct. 3 | From the Minister in China 629 
(3015) | _ Advice that the Consul General at Hankow has been author- 

ized to acquiesce in a Chinese proposal for the solution of the 
Mueller case with a reservation designed to permit a continuance 
of efforts to obtain a license for the operation of the station 
should Mueller desire to resume its use. . .
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PouiticAL DEVELOPMENTS IN JAPAN AND Errorts To IMPROVE RELATIONS WITH 
THE UNITED STATES 

Date and Subject Page 

1934 
Jan. 11 | From the Ambassador in Japan 631 

(639) Comments on the significance to the political life of Japan of 
the birth of Crown Prince Akihito; opinion that intrigues to 
compel the Emperor to abdicate will subside and the political 
stability of the Imperial Court will be strengthened. 

Feb. 1 | From the Chargé in Great Britain (tel.) 633 
(32) Information that Japanese Ambassador-designate Saito will 

sail for America on February 3; that he has expressed his desire to 
seek from President Roosevelt an assurance that the United 
States would not use force in its future relations with Japan. 

Feb. 2 | Memorandum by the Chief of the Division of Far Eastern Affairs | 634 
Attitude which should be assumed by the Department in the 

. | event that Ambassador Saito seeks from the President an assur- 
ance that the United States will not use force in its future rela- 
tions with Japan or some assurance as to U. 8. peaceful intent 
toward Japan. 

Feb. 16 | To the Ambassador in Japan (tel.) 635 
(16) Receipt by the President of an invitation from the Pan Pacific | 

Association to visit Japan; instructions to express informally to 
the Vice President of the Association the President’s appreciation 
of the invitation and his inability to accept due to the pressure of 
his public duties. 

Feb. 28 Memeo by the Assistant Chief of the Division of Far Eastern | 636 
airs 

Conversation, in London, with the Japanese Ambassador to 
Great Britain, who expressed the opinion that a policy of non- 
spectacular action to build up friendship would best serve to 
improve relations between the United States and Japan, and 
who advocated an adjustment of the immigration question. 

Mar. 2 | From the Japanese Ambassador 637 
Communication from the Japanese Foreign Minister (text 

printed). advising Ambassador Saito of a recent Japanese order 
for the suppression of certain types of publications considered 
harmful to Japan’s relations with foreign powers. 

Mar. 9 | From the Ambassador in Japan 638 
(702) Résumé of press reports concerning a meeting of the Budget 

Committee of the House of Peers on February 23 at which dis- 
cussions were centered upon the importance of creating a mutual 
understanding between the United States and Japan with regard 
to their respective positions and the question of concluding an 
agreement establishing the division of the Pacific Ocean into 
Japanese and American zones. 

Mar. 22 | Memorandum by the Secretary of State 639 
Conversation with the Italian Ambassador, who was told, 

upon inquiry, that no important subjects have been discussed 
between the United States and Japan other than matters con- 
tained in the recent exchange of notes between Secretary Hull 
and Japanese Foreign Minister Hirota. 

(Footnote: Information that a similar inquiry was made by 
the Belgian Ambassador on the same day.)
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Mar. 26 | From the Minister in China (tel.) 639 

(139) From Nanking, March 24: Comments made to the press by the 
Foreign Office concerning the recent U. 8.-Japanese exchange of 
notes confirming the fact that no important negotiations are 
under way. 

Apr. 3 | Memorandum by the Secretary of State 640 
Transmittal by the Japanese Ambassador of translations of 

Japanese news reports concerning the U. S.-Japanese ex- 
change of notes, which were unanimously favorable in tone and 
comment, 

Apr. 5 | From the Ambassador in Japan 640 
(726) Comments as to the frequency with which so-called ‘“‘un- 

official envoys of good will’ have left Japan for the United 
States in recent months, and information concerning others 
scheduled for the near future; opinion that these visits are 
officially inspired and have some definite object in view. 

Apr. 6 | From the Ambassador in Japan _ | 648 
(732) Opinion that Foreign Minister Hirota has definite plans for pro- 

posing an agreement for the establishment of American and 
Japanese zones in the Pacific Ocean, possibly in connection with 
the forthcoming naval disarmament conference. 

Apr. 6 | From the Ambassador in Japan 644 
(736) Discussion of the military influence in Japan during the past 

two years. 

Apr. 12 | Memorandum by the Under Secretary of State 648 
Conversation with the Chinese Minister, who was told, upon 

inquiry, that there was no truth to reports originating in the 
Japanese press that Japan had made a proposal to the United 
States for a treaty of nonaggression; further, that the United 
States had made no counterproposal concerning a joint non- 
aggression pact between the United States, Japan, China, and 
the Soviet Union. 

Apr. 13 | Memorandum by the Chief of the Division of Far Eastern Affairs 649 
Inquiry by the Italian Ambassador as to reports in circulation 

in Moscow that a joint nonaggression pact between United States, 
Japan, the Soviet Union, and China is under consideration; advice 
to Ambassador that such reports are groundless. 

May 4 | From the Ambassador in Japan 649 
(772) Report of the celebration of the eightieth anniversary of the 

signing of the first treaty between the United States and Japan. 

May 16 | Memorandum by the Secretary of State 650 
Informal conversation with Ambassador Saito on existing 

U. 8.-Japanese relations; receipt of an unsigned memorandum 
from the Ambassador containing his views on certain topics, and 
Secretary Hull’s agreement to confer further with him after 
examining the memorandum. 

May 29 | Memorandum by the Secretary of State 653 
Further conversation with Ambassador Saito concerning his 

confidential memorandum submitted May 16, which contained 
eight points proposing a “joint declaration” of policy; Secretary 
Hull’s nonacceptance of the suggestion, and his comments on 
each point (substance printed).
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June 9 | To President Roosevelt 661 

Transmittal of the Secretary’s memorandum of May 29 (supra) 
for background information, and suggestion that no encourage- 
ment be given Ambassador Saito to think or to report to his 
Government that the President is favorably disposed toward his 
proposal, . 

June 11 | To the Ambassador in Japan (éel.) 662 
(94) Denial of press reports that the President contemplates or 

desires a meeting in Hawaii for a discussion with high Japanese 
officials. 

June 13 | From the Ambassador in Japan (tel.) 662 
(122) Opinion that such stories as reported in Department’s telegram 

No. 94, June 11, are trial balloons and should be allowed to die 
of inanition. 

June 15 | To the Ambassador in Japan (tel.) 663 
(100) Advice that Ambassador Saito’s suggestion for a “joint dec- 

laration”’ of policy has been definitely rejected; that no matters of 
policy were discussed between the President and Saito upon the 
latter’s farewell call, 

June 15 | To the Ambassador in Japan (tel.) 663 
(101) Instructions to inform Hirota orally that the President has no 

thought of conferring with Japanese officials during his Hawaiian 
cruise. 

June 18 | From the Ambassador in Japan (tel.) 664 
(128) Intention of Hirota to curb local press speculations in view of 

information that the President’s trip is to be solely recreational. 

June 22 | From the Ambassador in Japan (tel.) 664 
(131) Information that the Vice Minister for Foreign Affairs was the 

‘high official”? responsible for a press report to the New York 
Herald Tribune, June 21, concerning Japan’s desire for a non- 
aggression pact with the United States. 

June 26 | Memorandum by the Chief of the Division of Far Eastern Affairs | 664 
of a Conversation With the Japanese Ambassador 

Discussion of certain general topics which the Ambassador 
might like to consider in connection with his trip to Japan. 

June 29 | To the Ambassador in Japan (tel.) 667 
(106) Advice that United Press despatch from Washington, June 26, 

to the effect that Saito is returning to Japan after sounding out 
the President and the Secretary of State on certain important 
topics, is entirely misleading and that there has been no negotia- 
tion on any subject. 

July 5 | From the Ambassador in Japan 667 
(883) Résumé of press comments reflecting the perceptible harden- 

ing of public opinion on the question of abolishing the naval ratio 
principle and demanding parity in defense in connection with 
the naval disarmament conference in 1935. 

July 6 | From the Ambassador in Japan (tel.) 671 
(147) Belief that the choice of certain men for the key positions in 

the new Cabinet indicates a general trend away from aggressive 
nationalism.
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July 16 | To the Ambassador in Japan 672 

Observations concerning the activities of George Bronson Rea, 
an American citizen employed nominally by the ‘‘Manchoukuo” 
authorities as a “counselor to the Ministry of Foreign Affairs’, 
who in fact engages in political propaganda in Washington; desire . 
that Foreign Minister be informed of U. 8. objections to the 
situation. 

July 26 | Memorandum by the Chief of the Division of Far Eastern Affairs 675 
Conversation with the Japanese Chargé, who reported an 

unfortunate incident at Mukden—the intrusion by a Japanese 
youth into the American Consulate General and an attempted 
assault upon Vice Consul Hall; expression of Japanese regrets. 

July 27 | To the Minister in China (tel.) 676 
(231) Instructions to take no action in Mukden incident pending 

further word from the Department; advice that at present the 
Department is not disposed to make an issue on the basis of 
information before it. 

July 29 | From the Minister in China (tel.) 676 
(329) From Mukden, July 28: Information that the Japanese youth 

responsible for recent attack on U. 8. consular officer is being 
deported to Japan for examination by police authorities; sugges- 
tion that action be deferred pending receipt of further facts and 
information concerning legal aspects of the case. 

Aug. 6 | To the Ambassador in Japan (tel.) 677 
(134) Request for the text of an article which appeared in the Japan 

Advertiser, August 5, by General Tanaka, former Japanese 
Military Attaché at Washington, in which the word “‘insolent’’ 
was used in connection with comments on President Roosevelt’s 
report concerning the U. 8. naval establishment at Hawaii; re- 
quest for the Ambassador’s comments. 

Aug. 7 | From the Ambassador in Japan (tel.) 677 
(173) Transmittal of the passage from Tanaka article as requested 

(text printed); advice that the word ‘insolent’? might be taken 
to apply either to the President or to a series of American acts, 
and opinion that the matter should be brought to the attention 
of the Foreign Office. 

Aug. 8 | To the Ambassador in Japan (tel.) 678 
(136) Instructions to make informal representations to the Foreign 

Minister concerning the Tanaka article. 

Aug. 18 | From the Ambassador in Japan (tel.) 679 
(181) Advice that the Foreign Minister was sympathetic toward rep- 

resentations against the Tanaka article, and that the Japan 
Advertiser has been officially censured for publishing the obnox- 
ious phrase. 

Aug. 20 | From the Ambassador in Japan 679 
Advice that Foreign Minister has been informed in a friendly 

way concerning George Bronson Rea and his activities in Wash- 
ington but that no representations were made. 

. (Footnote: Report from Consul at Dairen, August 31, of Mr. 
Rea’s return to Manchuria.) 
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Sept. 14 | To the Ambassador in Japan (tel.) 680 

(157) Expression of appreciation of Consul Chase’s careful handling 
and thorough presentation of the Mukden case; instructions, 
however, to take no further action with respect to the incident. 

Nov. 2 Memorandum by the Assistant Chief of the Division of Far Eastern | 681 
airs 

Conversation with the Japanese Ambassador concerning will- 
ingness of Japanese Government to permit visits of American 
citizens to the Pacific islands under Japanese mandate upon 
assurance that no improper purposes were connected therewith. 

Nov. 2 | From the Consul at Kobe 682 
(398) Summary of remarks made by a Japanese officer in a highly 

inflammatory and anti-American address to the Young Men’s 
and Ex-Soldiers’ Association of Suma, a suburb of Kobe, on 
October 29; opinion that naval discussions now in progress at 
London have undoubtedly stirred up anti-foreign feeling in 
Kobe and prompted speeches such as the one reported. 

Nov. 5 | Memorandum by the Chief of the Division of Far Eastern Affairs | 683 
Conversation with Japanese Ambassador, who reiterated 

willingness of his Government to permit visits to mandated 
islands of Pacific, including visits of naval vessels. 

Dec. 11 | From the Ambassador in Japan 684 
(1079) Memorandum on the recent political tendencies in Japan and 

the strong nationalist feeling. 

Dec. 29 | From the Ambassador in Japan 687 
(1116) Memorandum on the decline of foreign prestige attending the 

present Japanese drive toward a state of isolated self-sufficiency. 

PROTECTION OF JAPANESE LIVES AND PROPERTY IN THE STATE OF ARIZONA 

1934 
Aug. 22 | To the Ambassador in Japan (tel.) 690 
(143) Information from the Japanese Chargé concerning reported 

instances of hostile acts directed against the persons and property 
of certain Japanese nationals engaged in farming in the State of 
Arizona; advice that apparently both Americans and Japanese 
are charged with having violated the Arizona alien land law but 
that there is no evidence of force being used. Instructions to 
inform the Foreign Office that none but lawful processes will be 
followed, and further to suggest that sensational discussion of 
the matter be discouraged. 

Aug. 24| From the Ambassador in Japan (tel.) 691 
(189) Advice that the pertinent facts of the Arizona incident have 

been brought to the attention of the Vice Minister for Foreign 
Affairs who has given assurance of cooperation in discouraging 
sensational discussion and expressed appreciation of the Depart- 
ment’s efforts. 

Sept. 21 | Memorandum by the Chief of the Division of Far Eastern Affairs | 692 
of a Conversation With the Japanese Chargé 

The Chargé’s expression of confidence that the Department 
will take appropriate steps toward insuring the safety and rights 
of Japanese nationals in Arizona.
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Sept. 26| From the Japanese Chargé 693 

(184) Representations against reported renewal of the anti-Japanese 
movement in Arizona, and request for protection of the lives 
and property of Japanese nationals residing in that State. 

Sept. 29| To the Japanese Chargé 694 
Information that the proper authorities of the State of Arizona 

have given assurances that appropriate protective measures had 
been taken and would continue to be taken. 

Oct. 4 | From the Governor of Arizona 694 
Assurance of cooperation, and opinion that the incidents cited 

by the Japanese Embassy are attributable to communistic activi- 
| ties in the Salt River Valley at the present time. 

Oct. 9 | From the Chargé in Japan (tel.) 695 
(221) Information that ultrapatriotic societies, by urging strong 

action in the Arizona case, have been causing considerable annoy- 
ance to the Foreign Office, which has tried to minimize the 
situation. 

Oct. 9 | To the Japanese Chargé 695 
Information that the Governor of Arizona has given assur- 

ance that the courts of Arizona have the situation well in hand, 
and that every precaution will be taken to forestall any violence. 

Oct. 9 | To the Chargé in Japan (tel.) 696 
(176) Advice that the Department is confident that the Arizona 

State authorities are giving appropriate attention to the situa- 
tion, and that the Japanese Chargé in Washington has been so 
informed. 

Oct. 11 | Memorandum by the Under Secretary of State 696 
Conversation with the Japanese Chargé, who requested the 

sending of Federal Agents to Phoenix in view of the fact that no 
arrests had been made; explanation that the question is under 
consideration by the Attorney General. 

Dec. 10 | From the Ambassador in Japan (tel.) 697 
(272) Information that Hirota, upon being questioned in the House 

of Peers on the status of the Arizona case, gave his opinion that | 
proper steps were being taken, and further suggested that the . 
acts of violence were committed by aliens who wished to dissipate 
the relations between the United States and Japan. 

Dec. 11 | To the Ambassador in Japan (tel.) 697 
(203) Advice that Department of Justice agents are investigating the 

affected area in Arizona and that the Governor has established an 
arbitration committee; comment that the agitation is not anti- 
Japanese but anti-alien in character. 

Dec. 20 | Memorandum by the Chief of the Division of Far Eastern Affairs | 698 
Conversations on December 18 and 19 with the Japanese Am- 

bassador, who was informed of developments in the Arizona case, 
including excerpts from the report of Federal agents operating in 
the Salt River Valley.
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Mar. 2 | From the Minister in China (tel.) 699 

(106) Fruitless results of local representations against discrimina- 
tion in the application of the ‘‘Manchoukuo” import tax on kero- 
sene; suggestion that representations be made through the Am- 
bassador at Tokyo toward elimination of the Japanese Army 
burning test which governs the classification of illuminating oils, 
and advice that British Legation is suggesting similar action. 

Mar. 5 | From the Ambassador in Japan (tel.) 700 
(39) Data concerning impending Japanese legislation for petroleum 

control, and advice that British colleague has inquired, on behalf 
of British interests, as to future policy of administration of the 
law; suggestion that similar representations be made on behalf of 
Standard-Vacuum Co. 

Mar. 8 | To the Ambassador in Great Britain (tel.) 701 
(92) Instructions to ascertain orally whether the British Foreign 

Office concurs in the U. 8. view that the ‘‘Manchoukuo”’ customs 
practice concerning illuminating oils is discriminatory; if so, to 
inquire as to the possibility of lodging similar protests simultane- 
ously at Toyko. 

Mar. 13 | To the Ambassador in Japan (tel.) 702 
(28) Instructions to make an informal statement to the Foreign 

Office similar to that made by British colleague concerning future 
Japanese policy for petroleum control. 

Mar. 14 | To the Minister in China (eel.) 702 
(66) Report from Embassy in Great Britain (text printed) indicat- 

ing British disinclination to recommend representations sug- 
gested in Department’s telegram No. 92, March 8. Request for 
details of ‘‘Manchoukuo” customs practices, since Department 
may make representations independently. 

Mar. 17 | From the Minister in China (Eel.) 703 
(126) Desire of American oil interests in Manchuria to obtain a re- 

classification of tariff items; opinion that any representations in 
this connection should be made in accordance with despatch No. 
106, March 2. 

Mar. 22 | From the Ambassador in Great Britain (tel.) 704 
. (126) Information that British Government is looking into the tech- 

nical aspects of the discriminatory customs case in Manchuria; 
Foreign Office request for information concerning the U. 8. de- 
cision on the whole question. 

Mar. 29 | From the Ambassador in Japan (tel.) 704 
(60) Report of the Diet’s approval of the petroleum control law, but 

advice that the enforcing regulations have not been promulgated 
as yet. 

Mar. 30 | To the Minister in China (tel.) 705 
(85) Information concerning instructions to the Embassy in Lon- 

don, requesting British views toward simultaneous representa- 
tions in the event that the proposal of the American oil interests 
for a reclassification of tariff items is rejected by the Commission- 
er of Customs at Dairen.
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Apr. 10 | From the Minister in China (tel.) 706 

(160) Indication that the British Embassy at Tokyo proposes to 
make representations in accordance with the U. 8. suggestion 
as outlined in Department’s telegram No. 85, March 30; belief of 
Consul General at Mukden that similar U. S. representations 
have become desirable. 

Apr. 12 | From the Ambassador in Japan (tel.) 706 
(67) Advice that the British Consul at Dairen has been authorized 

to associate himself with representations being made by the for- 
eign oil companies on the matter of Dairen oil discrimination, but 

| that no formal representations have been made as yet by the 
British Embassy. 

Apr. 14 | From the Ambassador in Great Britain (tel.) 707 
(167) Information from Foreign Office that British Ambassador in 

Tokyo has been instructed to take action in concert with the 
U. S. Ambassador. 

Apr. 16 | From the Minister in China (tel.) 707 
(171) Advice that the U. S. and British Legations agree that no 

representations should be made at Tokyo pending the outcome 
of local representations to the Dairen Commissioner of Customs 
by the oil companies. 

Apr. 17 | From the Minister in China (tel.) 708 
(175) Opinion of U. 8. and British Legations, upon further consider- 

ation, that representations in Tokyo should not be withheld, but 
should be made now with a view to obtaining favorable consider- 
ation of the tariff formula suggested by the companies to the 
customs authorities. 

Apr. 19 | To the Ambassador in Japan (tel.) 708 
(52) Instructions to make representations at the Foreign Office 

with a view toward reinforcing the representations of the oil 
companies at Dairen. 

Apr. 25 | From the Ambassador in Japan (tel.) 708 
(74) Advice that representations have been carried out in accord- 

ance with Department’s telegram No. 52, April 19. 

Apr. 28 | From the Ambassador in Japan (tel.) 709 
(81) Oral information from the Foreign Office that two officials will 

be attending a consular conference in Manchuria in the near 
future, and at that time will make a thorough investigation of 
the problem of oil duties. 

June 12 | From the Minister in China (tel.) 709 
(243) British suggestion for immediate representations to the Japa- 

nese Government concerning proposed establishment in the 
autumn of an oil monopoly of the Manchuria Petroleum Co.; 
desire for Department’s views. 

June 19 | From the Minister in China (tel.) 710 
(257) Information from the Consul General at Mukden that the 

proposed legislation for the oil monopoly will be enacted about 
September, and his suggestion that any contemplated repre- 
sentations be made prior to September.
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June 20 | To the Minister in China (tel.) 710 

(180) Inclination of the Department to favor U. 8. and British con- 
certed action on the ‘“‘Manchoukuo” oil monopoly by informal 
representations to the Japanese Government prior to the estab- 
lishment of the monopoly; instructions to ascertain attitude of 
U.S. Ambassador in Tokyo. 

July 2 | From the Minister in China (tel.) 711 
(286) Telegram from the Ambassador in Japan, June 28 (text 

printed), expressing nonobjection to proposed action on Man- 
churian oil monopoly and suggesting possible bases for repre- 
sentations. 

July 2 | From the Ambassador in Japan 712 
(868) Announcement made by the “Manchoukuo” Legation in 

Tokyo which would seem to envisage participation of the Jap- 
anese in the monopoly, but exclusion of other non-‘‘Manchou- 
kuo”’ capital; opinion that, if this proves to be the case, protest 
could be made to Japan on the ground of infringement of article 
3 of the Nine-Power Treaty. 

July 3 | From the Ambassador in Japan (tel.) | 713 
(142) Summary of a British aide-mémoire left with the Foreign Min- 

ister on July 2, invoking article 3 of the Nine-Power Treaty. 
Concurrence in British Embassy’s view that the issue comprises 
an important test case of the open-door policy in Manchuria, and 
request for further instructions as to U. 8. representations. 

July 5 | To the Ambassador in Japan (tel.) 714 
(112) Authorization to make informal representations similar to the 

recent British aide-mémoire. 

July 9 | Memorandum by the First Secretary of Embassy in Japan of a | 715 
Conversation With the Chief of the Commercial Affairs Bureau, 
Japanese Foreign Office . 

Disinclination of Kurusu to associate violation of treaty rights 
with the ““Manchoukuo”’ oil monopoly question, and his concern 
over reports that an embargo on the exportation of crude oil to 
Japan is under consideration by foreign oil companies as a re- 
taliatory measure against the Japanese Petroleum Control Law. 

July 14 | From the Minister in China (tel.) 718 
(304) Information that the British Consulate at Mukden has now 

been instructed to make representations to the ‘‘Manchoukuo”’ 
authorities. 

July 20 | To the Minister in China (tel.) 718 
(220) Instructions for the diplomatic missions in Tokyo, Peiping, and 

Manchuria, including Dairen, to report developments in the oil 
monopoly issue and to give careful consideration at all times to 
the question of advisability of making further representations 

either in Tokyo or in Manchuria. Instructions to repeat to . 
okyo.
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Aug. 3 | From the Ambassador in Japan (tel.) 719 

(168) Substance of Foreign Office reply, August 2, to the Ambassa- 
dor’s informal representations with respect to the ‘“‘Manchoukuo”’ 
oil monopoly, disclaiming any influence in connection with the 
proposal and recommending direct negotiations between the 
United States and ‘‘Manchoukuo” concerning the question of 
treaty contravention. 

(Footnote: Information that British Embassy received an 
essentially similar memorandum on the same date.) 

Aug. 8 | From the Ambassador in Japan (tel.) 720 
(174) Information from the British Ambassador concerning the 

‘“Manchoukuo” reply to recent British representations, stating 
that nonrecognition of ‘‘Manchoukuo” by the powers absolves the 
‘‘Manchoukuo” government from any treaty obligations volun- 
tarily assumed upon its establishment. 

Aug. 11 | From the Minister in China (tel.) 720 
(354) Report on developments in the oil monopoly proposal as they 

will affect foreign oil interests in ‘‘Manchoukuo.” 

Aug. 20 | From the Ambassador in Japan (tel.) 721 
(182) Opinion that further representations in Tokyo regarding Man- 

churian oil monopoly would be futile; suggestion, however, that 
the Department consider the expediency of discussing with the 
British Government the advisability of a partial or total embargo 
on exports of certain crude oils to Japan. Advice that British 
colleague concurs and is cabling his Government accordingly. 

Aug. 20-| From the Minister in China (tel.) 723 
(368) From Mukden, August 18: Opinion that the rumored with- 

drawal of Soviet Neft oil interests from Manchuria is more prob- 
ably connected with the increased Russo-Japanese tension than 
with the oil monopoly question. 

(Footnote: Further information from Mukden, August 25, that 
Neft is apparently curtailing, if not completely discontinuing, its 
business in Manchuria.) 

Aug. 22 | From the Ambassador in Japan (tel.) 723 
(184) Substance of further British representations to the Foreign 

Office to make an effort to dissuade the ‘‘Manchoukuo”’ author- 
ities from proceeding further with the oil monopoly plan, or from 
similar action in breach of treaty stipulations or the open-door 
principle. 

Aug. 28 | To Mr. A. G. May of the Standard-Vacuum Oil Company 724 
Résumé of developments arising out of representations made 

by the American Embassy at Tokyo respecting the Manchurian 
oil monopoly. 

Aug. 28 | From the Minister in China (tel.) 725 
(387) Résumé of recent despatches from the Consul at Mukden, and 

his suggestion that the situation calls for prompt agreement 
between the foreign firms concerned on a common plan of action, 
and appointment of qualified negotiators in Manchuria as soon 
as the actual intentions of Japanese and ‘‘Manchoukuo”’ author- 
ities are clarified. °
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Aug. 29 | To the Ambassador in Japan (tel.) 727 

(149) Instructions to make an informal reply to the Foreign Office 
memorandum of August 2, reiterating the U. S. position. 

Aug. 31 | From the Ambassador in Japan (tel.) 727 
(191) Advice that an informal memorandum has been sent to the For- 

eign Office according to Department’s instructions; information 
that the Standard-Vacuum Oil Co., Rising Sun (Shell interests), 
and Texas Co. have agreed not to submit quotations to the 
Manchuria Oil Company, which is now requesting bids for crude 
oil for the refinery under constructions at Dairen. 

Aug. 31 | To the Ambassador in Japan (tel.) 728 
(151) Résumé of suggestions by oil interests and of inclination of 

British Foreign Office looking toward possible joint representa- 
tions by the British, Netherland, and U. 8. Governments against 
Japanese petroleum regulations. U. 8. willingness to consider 
any proposals from the British and Netherland Governments for 
such action. 

Sept. 5 | From the Ambassador in Japan (tel.) 729 
(196) Information from Goold, general manager of the Standard- 

Vacuum Oil Co. in Japan, that the refusal of the three major 
companies to submit crude oil quotations for the Dairen refinery 
is being rendered valueless by. the decision of two independent 
California oil companies to submit bids. 

Undated | Memorandum by the Counselor of Embassy in Japan of a Conversa- | 729 
tion With the Japanese Vice Minister for Foreign Affairs on 
September 6 

General views of the Vice Minister concerning the oil question 
in Manchuria and enforcement of the petroleum control law in 
Japan. 

Sept. 11] To the Ambassador in Great Britain (tel.) 730 
(358) Instructions to report latest developments between the Foreign 

Office and the Embassy; receipt of confidential information that 
the British and Netherland Governments have already made 
representations to the Japanese Government. : 

Sept. 12 | From the Ambassador in Great Britain (tel.) 731 
(519) Comments of Foreign Office official concerning the U. S. at- 

titude toward possible joint action; advice that no new informa- 
tion has been received from the Foreign Office. 

Sept. 19| From the Ambassador in Japan (tel.) 731 
(205) Substance of a Netherland aide-mémoire to the Foreign Office, 

September 18, setting forth the difficult position of the Nether- 
land oil interests due to the Japanese petroleum control law. 

Sept. 19| From the Ambassador in Great Britain (tel.) 732 
(529) Foreign Office opinion that U. 8S. Government might wish to 

authorize informal representations in Tokyo on behalf of Ameri- 
can oil interests similar to representations of British and Nether- 
land Governments. 

Sept. 21| To the Ambassador in Japan (tel.) 733 
(162) Message for the Foreign Office (text printed), to be presented 

informally and orally, with respect to the adverse effects of the 
petroleum control law upon American oil interests in Japan.
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Sept. 21| To the Ambassador in Great Britain (tel.) 734 
(365) Instructions to inform the Foreign Office of the Department’s 

instructions to Tokyo, and to inquire whether the British Govern- 
ment, in view of the negative results of its representations made 
2 months ago, would be willing to express substantially similar 
views to the Japanese Government. 

Sept. 22| From the Consul at Mukden to the Minister in China 735 
(960) Further observations on the oil monopoly in Manchuria. 

Sept. 25| From the Chargé in Japan (tel.) 737 
(218) Advice that representations were made, September 24, in 

accordance with Department’s telegram No. 162, September 21. 

Oct. 5 | From the Chargé in Japan 137 
(1001) Observations on the oil problems in Japan and Manchuria, and 

in support of the proposal for U. &. control of crude oil exports to 
Japan. 

Oct. 10 | From the Chargé in Japan (tel.) 740 
(222) Substance of renewed British representations to the Japanese 

wovernment on October 5 with respect to the petroleum control 
aw. 

Oct. 17 | From the Ambassador in Japan 741 
(1013) Report of opposition of the Japanese military to the proposed 

Manchurian monopoly for fear of retaliatory measures by foreign 
crude oil suppliers which would interfere with military needs in 
time of war. 

Oct. 21 | From the Chargé in China (tel.) 742 
(478) From Mukden: Summary of an oral statement to representa- 

tives of the Standard-Vacuum Oil and the Asiatic Petroleum 
Companies by the ‘‘Manchoukuo” Finance Ministry, October 20 
(text printed), concerning the administrative objectives of the 
monopoly and requesting certain information as to imports and 
sales of the companies for the determination of quotas by the 
monopoly. 

Oct. 22 | From the Ambassador in Japan (tel.) 743 
(232) Opinion that any further action contemplated by the U. S. 

Government should be decided upon before the Petroleum Com- 
mittee meets within the near future. 

Oct. 24 | From the Chargé in China (tel.) 744 
(483) Advice that no reply has been made by the foreign oil repre- 

sentatives to the ‘‘Manchoukuo” statement of October 20. 
Opinion of Consul at Mukden that strong diplomatic representa- 
tions would delay indefinitely the establishment of the monopoly; 
Legation’s suggestion that Consul General Ballantine, upon his 
transfer to Mukden, might be authorized to proceed to Hsinking 
for discussion of this and other pending matters. 

Oct. 24 | From the Chargé in China (tel.) 745 
(484) Information on question of discrimination in the importation 

of kerosene into Manchuria and representations by foreign oil 
companies to the customs officials. Advice that British officials 
will take up matter informally at Hsinking, and Legation’s 
opinion that U. 8. action should be withheld pending arrival of 
Consul General Ballantine.
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Oct. 24 | From the Chargé in China (tel.) 745 
(485) Report of the Monopoly Bureau’s request to Chinese agents 

of the Standard-Vacuum Co. that delegates be sent to a meeting 
scheduled for October 26 at Hsinking for the purpose of selecting 
distributors of monopoly kerosene. 

Oct. 24 | Memorandum by the Chief of the Division of Far Eastern Affairs of | 746 
- a Conversation With the President of the Standard Oil Company 

of New Jersey 
Discussion of the latest developments in the Japanese oil 

situation. 

Oct. 26 | From the Ambassador in Japan (tel.) 748 
(236) Substance of statements made by Amau, Japanese Foreign 

Office spokesman, at a press conference, October 26, concerning 
Japanese position with respect to the proposed oil monopoly in 
‘“Manchoukuo’”’. 

Oct. 26 | To the Ambassador in Japan (tel.) 749 
(183) Advice that the Department has not yet reached a decision on 

the suggestion pertaining to further representations as set forth 
in telegram No. 483, October 24, from China. 

Oct. 26 | To the Ambassador in Great Britain (tel.) 749 
(10) Advice that U. 8. concern and action with respect to the Jap- 

anese and “‘Manchoukuo’”’ oil questions are in no way related to 
U.S. objectives and procedure at the London naval conversations, 
contrary to press stories from Tokyo. 

Oct. 29 | From the Ambassador in Japan (tel.) 750 
(238) Opinion that in any further consideration of the oil problems, 

the petroleum control system in Japan and the proposed oil 
monopoly in ‘'Manchoukuo”’ should be linked together; recom- 
mendation of further consideration of an embargo or restriction 
of U.S. crude oil exports to Japan in order to strengthen future 
representations in Tokyo. 

Oct. 30 | From the Chargé in China (tel.) 751 
(496) Opinion of Consul at Dairen that oil companies should unite in 

formulation of a counterproposal to obtain some modification of 
the monopoly scheme. 

Oct. 31 | To the Ambassador in Japan (tel.) 752 
(184) Reluctance of the Department to use an embargo or restriction 

of exports; opinion that practical steps toward solution of the oil 
question should originate with the British and Netherland Gov- 
ernments, inasmuch as their private interests are more involved 
than American interests. 

Nov. 1 | From the Chargé in China (tel.) 753 
(502) From Mukden, October 30: Official announcement, October 30, 

by the ‘‘Manchoukuo”’ government, which appears to be a modi- 
fication of the oral statement of October 20 and may represent a 
desire to come to terms with the oil companies. 

Nov. 1 | From the Ambassador in Japan (tel.) 753 
(241) Substance of a Foreign Office memorandum of October 31, in 

reply to oral representations outlined in Department’s No. 162, 
September 21, explaining the scope and intention of the petroleum 
control law. Receipt of similar memorandums by the British 
Embassy and the Netherland Legation.
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Nov. 2 | From the Ambassador in Japan (tel.) 754 
(242) Information from Amau concerning the expected completion 

within a day or two of the Foreign Office reply to the second U. 8. 
| informal protest against the proposed oil monopoly. 

Nov. 6 | From the Ambassador in Japan (tel.) 754 
(244) Information concerning letters from the Ministry of Commerce 

and Industry to the foreign oil companies requiring them to sub- 
mit their import and storage plans by November 15; advice that 
consultations are in progress inasmuch as the oil companies con- 
sider this an ultimatum. 

Nov. 6 | From the Ambassador in Japan (tel.) 755 
(245) | Summary of the Japanese reply to U.S. representations against 

the “Manchoukuo”’ oil monopoly, disclaiming any responsibility 
in the formulation of ‘‘Manchoukuo’s” industrial policy. 

Nov. 8 | From the Ambassador in Japan (tel.) 755 
(249) Message from Goold for transmittal to Standard-Vacuum 

Oil Co. in New York (text printed), recommending defensive 
measures to forestall the ill effects of Japanese and ‘‘Man- 
choukuo’”’ oil situations; information that a similar message has 
been transmitted to the Rising Sun Co. in London. 

Nov. 8 | From the Ambassador in Japan (tel.) 756 
(250) Information from the Netherland Minister concerning his 

explanation of the oil situation to his Government and his recom- 
mendation that a united front be presented to the Japanese 
Government by the foreign oil companies in conjunction with 
their Governments. 

Nov. 10 | Memorandum by the Chief of the Division of Far Eastern Affairs | 757 
of a Conversation With Mr. P. W. Parker of the Standard- 
Vacuum Oil Company 

Further discussion of the oil problems, with particular reference 
to U. 8. position on restriction of petroleum exports, prior to 
Mr. Parker’s departure for Tokyo as a representative of the 
New York office. 

Nov. 16 | From the Ambassador in Japan 758 
(1060) Opinion that the stockholding provision of the petroleum 

control law is largely a military measure designed to build up oil 
reserves in Japan for use in case of war; inquiry as to whether 
the Department would consider the adoption of a new line of 
attack by claiming that forced oil storage by American firms to 
provide a war-time reserve for Japan conflicts with article 1 of 
the U. 8.-Japanese treaty of commerce of 1911. 

Nov. 22 | Memorandum by the Under Secretary of State 759 
Conversation with the British Ambassador relative to U. 8.- 

British cooperation to date with respect to the oil problems in 
Japan and ‘“‘Manchoukuo”’; indication of Department’s assump- 
tion that the British Government desired to take the initiative 
in any governmental action inasmuch as British oil interests 
were involved to a greater degree than American interests.
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‘Nov. 22 | From the Ambassador in Japan (tel.) 760 ~ 

(254) Information from the British Ambassador that he has re- 
ceived instructions to make renewed representations to Japan 
concerning the oil monopoly in ‘‘Manchoukuo”’. His comment 
on British Government’s apparent misinterpretation of certain 
telegrams from its Ambassador in Washington on U. 8.-British 
action and cooperation. 

Undated | Memorandum by the Consul General at Harbin of a Conversation | 761 
a the Soviet Acting Consul General at Harbin on Novem- 
er 22 

Refutation, in response to Soviet inquiry, of a report concerning 
an agreement between American and British oil interests to 
boycott Manchuria; discussion of the importance of maintaining 
the principle outlined in the Nine-Power Treaty. 

Nov. 23 | To the Ambassador in Japan (tel.) 762 
(193) Summary of previous negotiations in cooperation with the 

British Government with respect to the oil questions. Instruc- 
tions to ascertain the nature of the latest British representations 
on the Manchurian situation, and request for Ambassador’s 
opinion as to the advisability of another U. 8S. démarche to the 
Japanese Government similar to that of the British. 

Nov. 24| From the Ambassador in Japan (tel.) 764 
(257) Second request of the Commerce and Industry Department 

that British and American oil companies file their complete 
import plans for 1935; subsequent conference between Japanese 
officials and company representatives resulting in a proposal for 
modification of the stockholding provisions of the petroleum 
regulations. 

Nov. 24 | From the Ambassador in Japan (tel.) 766 
(258) Message from Goold for transmittal to Standard-Vacuum Oil 

Co., New York, recommending acceptance of the modified stock- 
holding proposal, provided it does not prejudice any contem- 
plated action by the company or the Governments. 

Nov. 24 | From the Ambassador in Japan (tel.) 766 
(259) Information, in reply to Department’s telegram No. 193 of 

November 23, concerning nature of British representations to the 
Foreign Office, November 24. 

Nov. 27 | From the Ambassador in Japan (tel.) 768 
(262) Opinion, in reply to Department’s inquiry, that a further 

U. 8. démarche in the ‘“‘Manchoukuo”’ situation, similar to the 
recent British action, would be desirable. 

Nov. 27 | From the Ambassador in Great Britain (tel.) 769 
(603) For Hornbeck from Dooman (adviser to the American dele- 

gation at the London preliminary naval conversations): In- 
formal conversation with Foreign Office official, who indicated 
the British Government would favor concerted action between 
British and American oil companies on three specified conditions.
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Nov. 28 | To the Ambassador in Japan (tel.) 770 

(197) Information from the Standard-Vacuum Co. representative 
concerning favorable reception by Standard and also by Shell 
interests in London of the proposal for stockholding modifica- 
tions, provided Department agrees; Department’s nonobjection 
to the plan provided it meets with the approval of the oil com- 
panies and the U. 8S. and British Embassies in Tokyo. 

Nov. 28 | To the Ambassador in Japan (tel.) V71 
(198) Instructions for an aide-mémoire to be handed to the Foreign 

Minister, similar to the recent British démarche, concerning the 
‘“Manchoukuo” monopoly. 

Nov. 29 | From the Chargé in China (tel.) @71 
(545) From Mukden, November 28: Report of results of negotiations 

between the American company representatives and the monop- 
oly authorities at Hsinking; conviction of company representa- 
tives that there is no advantage in compromising. 

Nov. 30 | From the Ambassador in Japan (tel.) (72 
(265) Advice that no reply has been received by the Consulate at 

Dairen concerning its proposal for a reclassification of kerosene, 
and that the British Consul General at Mukden will make re- 
newed informal representations to the ‘‘Manchoukuo”’ Govern- 
ment; inquiry as to Department’s attitude toward similar U. 8. 
action. 

Nov. 30 | To the Ambassador in Great Britain (tel.) 773 
(419) Instructions to inform Foreign Office of U. 8. decision to make 

further representations to Japan concerning the ‘‘Manchoukuo” 
monopoly, and of the Department’s nonobjection to the Japanese 
proposal for submission of provisional import plans by the oil com- 
panies, provided it meets with the approval of the companies and 
the U. 8. and British Embassies in Tokyo. 

Dec. 1 | From the Ambassador in Japan (tel.) 173 
(266) Delivery to the Foreign Office, December 1, of aide-mémoire 

based on Department’s instructions in telegram No, 198, Novem- 
ber 28. 

Dec. 5 | To the Ambassador in Great Britain (tel.) V74 
(422) Instructions for the guidance of Dooman and Hugh Millard 

(Second Secretary of Embassy) in further conversation with 
Foreign Office official. 

Dec. 6 | To the Chargé in China (tel.) 776 
(376) Authorization to instruct Consul General at Mukden to take 

action, orally and informally, similar to the renewed representa- 
tions of his British colleague concerning Manchurian import 
tariff on kerosene. 

Dec. 7 | From the Ambassador in Great Britain (tel.) 776 
(614) Report of the results of the conversation between Foreign 

Office officials and Dooman and Millard. 

Dec. 8 | From the Ambassador in Japan (tel.) 777 
(271) Information that British Ambassador has been instructed to 

make renewed representations concerning Japanese petroleum 
law provided U. 8S. Ambassador takes similar action; summary of 
British provisional aide-mémoire, with comments and request for . 
Department’s instructions,
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Dec. 8 | To the Ambassador in Japan (tel.) 779 
(200) Instructions to take no action other than to inform the British 

Ambassador that in the light of reports of recent conversations 
held in the British Foreign Office, the Department does not under- 
stand the issuance of such instruction at this stage. 

Dec. 10 | To the Ambassador in Japan (tel.) 779 
(201) Information concerning the conversations between Dooman 

and British Foreign Office officials; advice that before reaching a 
decision on Ambassador’s telegram No. 271 of December 8, the 
Department intends to inform the British Foreign Office of its 
opinion as to the inadvisability of making a further démarche 
until the oil company senior representatives have had an oppor- 
tunity to confer with Japanese officials. 

Dec. 10 | To the Ambassador in Great Britain (tel.) 782 
(428) Request for clarification of Foreign Office position with respect 

to recent instructions to the British Ambassador in Japan con- 
cerning a further démarche. 

Dec. 11 | From the Ambassador in Great Britain (tel.) 783 
(620) Advice that the recent instructions to the British Ambassador 

in Japan are construed as further informal representations; ob- 
servation that British and American oil companies are apparently 
not in entire agreement as to the course to be followed in prepar- 
ing the way for their proposed consultations with the Japanese 
authorities. Intention to await further instructions before mak- 
ing any approach to the Foreign Office. 

Dec. 13 | From the Ambassador in Japan (tel.) 785 
(274) Information concerning recent conversations between British 

and American Embassy officials and Kurusu of the Foreign 
Office, in which Kurusu urged that foreign oil companies join with 
Japanese oil interests in an effort to obtain a modification of the 
petroleum law; suggestion for U. 8. oral and informal representa- 
tions (substance printed), and advice that the British Ambassador 
is recommending to the Foreign Office that his previous instruc- 
tions be revised accordingly. 

Dec. 13 | From the Ambassador in Japan (tel.) 787 
(275) Substance of suggestion by Kurusu for negotiations in regard 

to the ‘“Manchoukuo” oil monopoly; opinion that adoption of 
Kurusu’s suggestion would imply acceptance of the monopoly 
system and weaken the U. S. treaty position. 

(Footnote: Department’s concurrence, December 17.) 

Dec. 13 | From the Ambassador in Japan 787 
(1083) Report of developments in ‘‘Manchoukuo”’ oil monopoly situ- 

ation, and information that the oil companies have steadily 
refused to commit themselves with the ‘‘Manchoukuo’”’ officials 
for fear of removing the negotiations from a plane of inter- 
national principles to one of simple commercial transactions. 

Dec. 14 | To the Ambassador in Japan (tel.) 789 
(204) Advice that the Department will consult London before reach- 

ing a conclusion concerning the suggestion set forth in Ambas- 
sador’s telegram No. 274, December 13.
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Dec. 14 | To the Ambassador in Great Britain (tel.) 789 

(431) Instructions to ask the Foreign Office to collaborate on the 
working out of a tentative understanding as to the course to be 
followed in U. 8S. and British instructions to Tokyo, and to 
report the exact terms to the Department for confirmation or 
comment. 

Dec. 15 | From the Ambassador in Japan (tel.) 791 
(276) Information that, on December 13, the Netherland Minister 

made formal representations to the Japanese Government, simi- 
lar to the British representations of November 24 on the ‘‘Man- 
choukuo”’ oil monopoly. 

Dec. 18 | From the Chargé in Great Britain (tel.) 791 
(628) Results of conversation with Foreign Office officials in accord- 

ance with instructions outlined in Department’s telegram No. 
431, December 14. 

Dec. 20 | To the Chargé in Great Britain (tel.) 793 
(434) Advice that Ambassador in Japan is being informed of the 

essential points in telegram No. 628, December 18, with auth- 
orization, provided British colleague concurs, to make informal 
oral representations to the Japanese Government; instructions 
to inform the Foreign Office and report any developments. 

Dec. 20 | To the Ambassador in Japan (tel.) 793 
(210) Transmittal of information received in telegram No. 628, 

December 18, from Great Britain, and suggestion that Ambassa- 
dor confer with British colleague; authorization for action as 
outlined in Ambassador’s telegram No. 274, December 13, 
provided British Ambassador takes similar action and American 
oil interests so desire. 

Dec. 20 | From the Consul General at Mukden to the Chargé in China 795 
(29) Report of results of concerted British and American represen- 

tations concerning the ‘‘Manchoukuo” kerosene import tariff, 
and advice that no mention of ‘‘Manchoukuo” or the ‘‘Man- 
choukuo”’ Government was made in the representations. 

Dec. 22 | From the Ambassador in Japan (tel.) 796 
(283) Concurrence of British colleague with regard to the proposed 

further representations to the Japanese Government; advice that 
the two Embassies will confer jointly with the local oil company 
representatives before proceeding with representations. 

Dec. 24 | To the Ambassador in Japan (tel.) 797 
(215) Instructions to give assurance to the Standard-Vacuum rep- . 

resentatives in Tokyo that the inconclusive adjournment of the 
London naval conversations will in no way alter the U. S. 
Government’s attitude toward the oil situations in Japan and 
‘‘Manchoukuo”’, 

Dec. 25 | From the Ambassador in Japan (tel.) 197 
(284) To Shanghai, December 24: Message (text printed) from the 

local Standard-Vacuum representative to Goold outlining the 
procedure recommended by the British and American Embassies 
and requesting instructions.
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Dec. 27 | From the Ambassador in Japan (tel.) 798 

(285) Advice that, upon concurrence of the oil companies, the British 
and American Embassies made oral representations substan- 
tially as outlined in Ambassador’s telegram No. 274, December 
13, which were received sympathetically by Kurusu. 

Dec. 29 | From the Ambassador in Japan (tel.) 798 
(286) Report of Kurusu’s reply (substance printed), and advice that 

special representatives of the oil companies will proceed to 
Tokyo for discussions with the Japanese officials about January 7. 

TRADE RELATIONS BETWEEN THE UNITED States AND JAPAN; VOLUNTARY 
RESTRICTION OF Exports TO THE UNITED STATES BY THE JAPANESE 

1933 |. 
Dec. 13 | Memorandum by the Assistant Chief of the Division of Far East- | 799 

ern Affairs 
Conversation with the Japanese Chargé, who raised a question 

concerning news reports that various American manufacturers 
and producers were anxious to restrict the import of various 
commodities from Japan, particularly tuna fish and lead pencils, 
and further expressed the hope that such small and purely com- 
mercial questions could be solved in a manner mutually satis- 
factory to both nations. 

1934 
Feb. 2 | Memorandum by the Chief of the Division of Far Eastern Affairs of | 800 

a Conversation With the Japanese Chargé 
Chargé’s presentation of an informal memorandum (infra). 

Feb. 2 | From the Japanese Chargé 801 
Information that representatives of the Japanese tuna industry 

are being sent to California with a view to bringing about an 
understanding between American and Japanese tuna industries; 
hope that U. S. Government will cooperate with Japanese Gov- 
ernment in promoting this understanding. 

Feb. 19 | Memorandum by Mr. Eugene H. Dooman of the Division of Far | 801 
Eastern Affairs 

Conversation concerning the Department’s desire to enter into 
some form of “‘gentlemen’s agreement” with the Japanese Gov- 
ernment restricting imports of Japanese lead pencils into the 
United States, so that a tariff increase, recommended by the 
Tariff Commission for the protection of the Code for pencil 
manufacturers, might be avoided. 

Mar. 2 | Memorandum by Mr. Eugene H. Dooman of the Division of Far | 803 
Eastern Affairs 

Further discussion of proposals connected with the question of 
restricting importation of lead pencils from Japan. 

Apr. 2 | Memorandum by the Assistant Secretary of State 804 
Statement (text printed) of an informal arrangement with 

respect to the restriction of the importations of lead pencils from . 
Japan, initialed by U. 8. and Japanese representatives.
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May 10 | Memorandum by the Secretary of State 806 

Conversation with the Japanese Ambassador concerning the 
U. S. attitude toward entering into negotiations for bilateral 
reciprocity trade agreements. 

May 22 | To the Consul General at Tokyo (tel.) 807 
Request for statistics concerning the export of rag rugs from 

Japan to the United States for the period between May 11 and 
May 31, in view of the possibility of conclusion of an agreement 
similar to that covering lead pencils. 

June 20 | Memorandum by the Secretary of State 807 
Conversation with the Japanese Ambassador and his Counselor 

concerning U. S.-Japanese trade relations; Ambassador’s presen- 
tation of a memorandum (infra) embracing the views of the 
Japanese Government. 

Undated | From the Japanese Embassy 809 
Desire for adjustment of U. 8.-Japanese interests in certain 

industries where competition occurs, in order to avoid difficulties 
in the broad lines of trade relations between the two countries. 

(Footnote: Handed to the Secretary of State by the Japanese 
Ambassador, June 20.) 

June 27 | Memorandum by Mr. Eugene H. Dooman of the Division of Far | 810 
Eastern Affairs 

Conversation with Japanese officials, who expressed their 
Government’s desire to enter into conversations looking toward 
adjustment of tuna fish imports from Japan before any U. 5. 
restrictive measures are taken. Approval of Japanese sug- 
gestion if matter cannot await a careful study of the entire 
question of U. S.-Japanese commercial relations. 

Undated | From the Japanese Embassy 812 
Information concerning the efforts of the Japanese Government 

and the Exporters Association to restrict the exportation of china 
and porcelain ware to the United States, and expression of hope 
that the U. S. Government will negotiate with the Japanese 
Government before taking any action such as imposing additional 
duty or quota restrictions. 

(Footnote: Received in the Department July 6.) 

July 6 | From Mr. Eugene H. Dooman of the Division of Far Eastern Affairs | 813 
to the Assistant Secretary of State 

Substance of the memorandum received from the Japanese 
Embassy July 6 (supra), with request for instructions as to reply. 

Undated | To the Japanese Embassy 813 
Advice that the effects of the measures undertaken by the 

Japanese Exporters Association will be considered in connection 
with an investigation of imports of china and porcelain ware into 
the United States, and that the U. 8. Government will confer 
with the Japanese Government in the event that restrictive 
measures become necessary. 

(Footnote: Handed to the Japanese Chargé on July 16.) 

Aug. 24 | Memorandum by the Chief of the Division of Far Eastern Affairs of | 814 
a Conversation With the Japanese Chargé 

Discussion of Japanese apprehension concerning the effect of 
the pending Philippines tariff act on Japanese-Philippine trade. 
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Oct. 41 From the Chargé in Japan 815 

(996) Information concerning the indiscriminate use by Japanese 
manufacturers of American trademarks and the simulation of 
American packages, labels, and containers. 

Undated | Statement by the Secretary of State, October 30 817 
Opinion that, in view of the recently revealed Japanese naval 

demands at the London conversations, the United States should 
not agree to any Philippine trade restrictions against which 
Japan could complain until the entire combinations of problems 
relating to the Far East are settled. 

(Footnote: Information that statement was telephoned to the 
Assistant Secretary of State by the Executive Assistant to the 
Secretary of State from Pinehurst, N. C., on October 30.) 

DISAPPROVAL BY JAPANESE GOVERNMENT OF ACTION BY Mayor oF DAIREN IN 
SEEKING CONTRIBUTIONS FOR AIR DEFENSE 

1934 | 
July 27 | To the Ambassador in Japan (tel.) 818 

(126) Instructions to ascertain from the Consul at Dairen the facts 
concerning a request that foreign firms contribute toward the air 
defense of Dairen. 

July 31 | From the Ambassador in Japan (tel.) 818 
(164) Information from Consul at Dairen that the request for air 

defense contributions came from the Mayor of Dairen but 
without direct or indirect compulsion; suggestion that the matter 
be brought to the attention of the Foreign Office, inasmuch 
as the spirit of the treaty of 1911 is infringed if American firms 
are placed in a position of fearing retaliatory measures for 
noncompliance. 

July 31 | To the Ambassador in Japan (tel.) 819 
(130) Instructions to confer informally with the Foreign Minister, 

expressing the hope that the Japanese Government will disavow 
the action of the Mayor of Dairen. 

Aug. 23 | From the Ambassador in Japan (tel.) 819 
(186) Information from the Vice Minister for Foreign Affairs 

concerning the Japanese Government’s disapproval of the 
Mayor’s action, and measures taken by the Governor of Kwan- 
tung Province to rectify the situation. 

PROTECTION OF CONTRACT RIGHTS OF THE ORIENTAL CONSOLIDATED MINING 
CoMPANY, AN AMERICAN FIRM OPERATING IN KOREA 

1932 
July 25 | To the Ambassador in Japan 820 

(40) Instructions to give appropriate attention to the facts in the 
case of the Oriental Consolidated Mining Co. which involves 
the question of alleged unlawful action by the Japanese Govern- 
ment by way of indirectly levying a tax on the operations of the 
company.
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Sept. 23 | From the Ambassador in Japan 820 
(134) Contentions of the company and of the Japanese Government 

regarding the Japanese embargo on the export of gold; request 
for instructions concerning formal representations in view of 
difficulties arising from the Japanese Government’s refusal to 
permit the company to export gold in a desired quantity in order 
to meet its obligations in the United States. 

Nov. 3 | To the Ambassador in Japan (tel.) 822 
(175) Authorization discreetly to bring the matter of the Oriental 

Consolidated Mining Co. to the attention of the Foreign Office 
and to endeavor to induce the authorities to grant the company’s 
request. 

Dec. 23 | From the Ambassador in Japan 822 
(235) Résumé of developments resulting in the Finance Depart- 

ment’s refusal to admit the validity of the company’s claim; 
advice that informal representations will be continued pending 
the outcome of efforts by the Foreign Minister and the Finance 
Minister to devise some method whereby the company may dis- 

1933 pose of its product without loss. 

Feb. 10 | From the Ambassador in Japan (tel.) 823 
(38) Decision of the company’s counsel, Dr. Kishi, to file an 

export application with the Governor General of Chosen. 

May 10 | From the Ambassador in Japan 823 
(380) Report of the company’s decision to sell its gold on hand to 

the Bank of Japan; advice that the case may be considered 
closed for the time being, but that the company reserves the 

1934 right to resume the case at some future time. 

Oct. 2 | From the Chargé in Japan 824 
(992) Information concerning a complaint of the Oriental Consoli- 

dated Mining Co. with respect to the levying of income tax 
upon its employees; advice that the Consul at Seoul has been 
instructed to withhold his proposed reply to the Chief of the 
Foreign Affairs Section, Japanese Government General of Chosen 
(text printed) pending a review of the case by the Department. 

Dec. 3 | To the Ambassador in Japan 826 
(645) Approval of the Consul’s proposed reply, with certain changes 

in phraseology, whereby the company will agree to the payment 
of the income tax, but not to inspection of its books by the 
Chosen authorities.



LXXXIV LIST OF PAPERS 

JAPAN 

REPRESENTATIONS BY THE JAPANESE GOVERNMENT ON BEHALF OF JAPANESE 
STEAMSHIP COMPANIES SuBJEcT TO UniTED States War Prorirs Tax FOR 
THE YEARS 1918 anv 1919 

Date and Subject Page 

1934 . 
Undated | From the Japanese Embassy 827 

Statement concerning additional war profits tax for 1918 and 
1919 levied by the U. 8. Treasury Department on three Japanese 
steamship companies which were chartered by the United States 
Shipping Board; Japanese contention that charter fees and 
Japanese subsidy of these companies are not taxable, and request 
that the 90-day time limit be extended to allow settlement of the 
question by negotiations between the two Governments. 

(Footnote: Received in the Department July 26.) 

Aug. 3 | To the Secretary of the Treasury 828 
Transmittal of a copy of Japanese statement received July 26 

(supra) and expression of the Department’s hope that, in view of 
the complicated character of the question, the Treasury Depart- 
ment will give favorable consideration to the Japanese request for 
a careful examination of the arguments in the case. 

Aug. 16 | From the Secretary of the Treasury 829 
Summary information concerning the long-standing tax dis- 

pute; assurance that upon the filing of petitions with the U. S. 
Board of Tax Appeals for a redetermination of the deficiency, the 
Commission of Internal Revenue will give the Japanese state- 
ments serious consideration from the standpoint of a case in litiga- 
tion before the Board. 

Aug. 20 | From the Japanese Chargé 830 
(158) Memorandum (text printed) setting forth in detail the views of 

the Japanese Government on the question of taxation imposed by 
the U.S. Treasury Department upon the three Japanese shipping 
companies. 

Aug. 24 | From the Ambassador in Japan 835 
Opinion that the Treasury Department should be approached 

with a view toward reexamination of the assessments made 
against the shipping companies in order to insure a fair and equi- 
table decision not only for purely technical reasons but also for 
possible bearings on general U. 8.-Japanese relations. 

Aug. 28 | From the Secretary of the Treasury 836 
Résumé of developments of the case and advice that the De- 

partment may assure the Japanese representatives of the Treasury 
Department’s disposition to discuss and settle amicably the tax 
dispute under consideration. 

Sept. 17 | To the Ambassador in Japan 837 
Advice that State Department officials in conversations with 

officials of the Treasury Department have emphasized their non- 
intention of influencing in any way the decisions arrived at by 
the competent authorities concerning the technical aspects of the 
case but have stressed the importance of the matter as related to 
questions of major policy. 

Nov. 3 | Memorandum by the Assistant Chief of the Division of Far Eastern | 838 
Affairs of a Conversation With the Special Assistant to the 
Assistant General Counsel, Bureau of Internal Revenue 

Indication that careful analysis is being made of the case by the 
Bureau of Internal Revenue and that a mutually satisfactory ad- 
.justment may be reached.



LIST OF PAPERS LXXXV 

JAPAN 

PROPOSED REcIPROCAL ARRANGEMENT FOR FREE IMPORTATION OF ARTICLES 
FOR PERSONAL USE OF CONSULAR OFFICERS; SUGGESTIONS FOR A CONSULAR 
CONVENTION BETWEEN THE UNITED STATES AND JAPAN 

Date and . Subject Page 

1934 
June 4} To the Ambassador in Japan 839 

(532) Instructions to ascertain whether there exists a reciprocal ar- 
rangement between the Japanese Government and any other 
government for duty-free importation of articles for personal 
use of consular officers; and if so, to propose to the competent 
Japanese authorities the conclusion of a similar arrangement 
between the United States and Japan. 

Oct. 17 | To the Ambassador in Japan 839 
(624) Acknowledgment of the Embassy’s report to the effect that no 

reciprocal consular convention exists between Japan and any 
other countries, and instructions to propose to the Japanese 

. authorities the conclusion of an arrangement as outlined in in- 
cS struction No. 532, June 4. 

Nov. 2 Memorandum by the Assistant Chief of the Division of Far Eastern | 840 
Affairs 

Conversation with the Japanese Ambassador, who stated his 
Government’s willingness to enter into negotiations looking 
toward the conclusion of a consular convention with the United 
States, possibly along the lines of the U. S.-German consular 
convention. . 

Nov. 15 | Memorandum by the Third Secretary of Embassy in Japan 841 
Conversation between officials of the Embassy and the Foreign 

Office on the subject of a new consular treaty between the United 
States and Japan. 

Dec. 28 | From the Ambassador in Japan 842 
(1103) Transmittal of two memorandums of conversations between 

Embassy staff members and Japanese authorities in which it 
appears that despite the Embassy’s initiation of a proposal for a 
reciprocal agreement, the Foreign Office desires to shift negotia- 
tions to Washington and to submit a draft of a comprehensive 
consular treaty. 

- S§ITAM 

PrRoposeD REVISION OF THE TREATY OF FRIENDSHIP AND COMMERCE BETWEEN 
THE UNITED STATES AND S1AM, SIGNED DECEMBER 16, 1920 

19384 
May 22 | From the Siamese Legation 844 

Inquiry as to whether the U. 8. Government would consent to 
proceed with the revision of article 3 of the U. 8.-Siamese treaty 
of friendship and commerce of 1920 and postpone consideration 
of other revisions of the treaty until 1986, when the general re- 
vision of treaties with various countries will take place. 

June 16 | To the Minister in Siam (tel.) 844 
(6) Substance of the Siamese Legation’s note of May 22, and 

advice that every effort is being made by the Department and the 
Siamese Minister to expedite a decision in the matter. 

June 21 | To the Siamese Legation 845 
U. 8. willingness to proceed with the revision of article 3, and 

presentation of new draft article 3 (text printed) for comments.



LXXXVI LIST OF PAPERS 

SIAM 

PROPOSED REVISION OF THE TREATY OF FRIENDSHIP AND COMMERCE BETWEEN 
THE UNITED STATES AND SIAM, SIGNED DECEMBER 16, 1920—Continued 

Date and Subject Page 

- 19384 
Aug. 20 | From the Minister in Siam (tel.) 847 

(12) Suggestion that the Department suspend treaty negotiations 
in view of the present uncertain political situation in Siam. 

Aug. 23 | From the Minister in Siam 847 
(119) Supplement to telegram No. 12, August 20, concerning the 

political situation in Siam. 

df 

%,



THE FAR EASTERN CRISIS’ 

JAPANESE POLITICO-ECONOMIC PENETRATION IN 
CHINA SOUTH OF “MANCHOUKUO” 

CHAPTER I: JANUARY 1—APRIL 16, 1934 

Movement for extension of Japanese influence beyond “Manchoukuo;” 
Foreign Minister Hirota’s statement of January 23; replacement of 
General Araki by General Hayashi as Japanese War Minister ; unchanged 
nonrecognition policy of United States toward “Manchoukuo;” installa- 
tion of Pu-yi as “Emperor Kang-teh of Manchoutikuo,” March 1; Hirota- 
Hull exchange of views; Minister Johnson’s report on Japanese pressure 
for “compromise” with China, April 11; Ambassador Bullitt’s review of 
Soviet position vis-a-vis Japan, April 16 

790.94/57 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 401 BeEriIn, January 6, 1934. 
[Received January 20. | 

Sir: I have the honor to inform the Department that the Dutch 
Minister here called on me this morning and reported a conversation 
which he had held a few days ago with his chief, Secretary Colyn. 
Amongst other things, the Minister said that the Dutch authorities 

had become very anxious about the development of what is called an 
Asiatic League of Nations. Colyn reported to him that the Japanese 
Government had appointed two generals (Hoshmoto and Yomoka) 
to travel about China to organize in Manchukuo, Mongolia, the 
Shanghai district, Indo-China and Siam groups whose purpose it 
is to bring about a close co-ordination with Japan, and ultimately 
give Japan control of the Far East. This activity, the Minister says, 
has been rather intense since the American recognition of Russia. 

The Minister then said that information directly from Japan 
showed that that country has changed her policy of immediate chal- 
lenge to Russia to one of delay, the idea being that it would require 
three or four years to establish controls in the regions named. 

He also described a changing Japanese tariff policy destined to 
ease the relations of Japan with all the countries concerned; but 
he insisted that unanimous opinion at The Hague is that the Japan- 

*Continued from Foreign Relations, 1933, vol. m1, pp. 1 ff.; for additional cor- 
respondence, see ibid., Japan, 1931-1941, vol. 1, pp. 127-146, 223-239, 253-276. 
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ese foreign policy includes the annexation of the Philippines and the 
Dutch possessions. 

The Minister expressed the urgent hope that England, France and 
the United States might find some way to co-operate and stabilize 
economic and political relations in the Far East. 

Respectfully yours, ; Witi1am E. Dopp 

893.01 Manchuria/980 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 9, 1934—noon. 
[Received January 9—7:44 a. m.] 

21. It is generally believed that announcement of enthronement 
of Pu Yi as Emperor of a Colonial Mongol Manchu Kingdom or 
Empire will be made on January 15th, enthronement to occur March 
1st. There would appear to be in this a plan to bring under Japanese 
control the Mongols of Inner Mongolia. Such a plan might work, 
for there is resentment among Mongols against attempts of Chinese 
to regulate Mongol land holdings. A Mongol Manchu Kingdom 
backed by Japan’s power which would confirm Mongol princes in 
their ancient rights and status would win support of Mongols who 
are isolated and fear northward moving landhungry Chinese. 

| J OHNSON 

893.01 Manchuria/992 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 640 Toxyo, January 11, 1934. 

[Received January 29. ] 

Sir: I have the honor to enclose a memorandum? of an interview 
which the Counselor of the Embassy held with the Vice Minister for 
Foreign Affairs on the subject of the proposed coronation of Pu Yi 

| as “Emperor of Manchukuo”. The Department will note that the 
Japanese regard it as a measure for regularizing the present situa- 
tion as it will confirm the fact that the region is definitely separated 
from China and is not to be considered Japanese territory. 

Only time can tell the effect of this move. It may be well, however, 
to review briefly the reasons, from the Japanese point of view, which 
have led to the establishment of “Manchukuo” and to estimate from 
these premises what the next development is likely to be. The pri- 

*Not printed.
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mary purpose of Japanese action has been to separate Manchuria, 
where the greatest Japanese interests are located, from the political 
intrigues and military operations which have caused such confusion 
in China. Failure to keep out of intramural China finally resulted in 
the expulsion of Chang Hsueh Liang from Manchuria. The present 
step appears to be calculated to emphasize unmistakably the complete 
political divorce of this area from the Chinese Republic. The cor- 
onation will be accompanied, I understand from reliable sources, by 
a new treaty between Japan and “Manchukuo” which will give ex- 
tensive powers to Japan in respect of “Manchukuo’s” foreign rela- 
tions. Assuming the validity of Japanese objections to political con- 
nections between China and Manchuria, this grant of power to Japan 
will mean that the Japanese are determined to maintain the definite 

separation which now exists. Apparently any new negotiations which 
Japan may contemplate with the Chinese will be distinct from and 
unrelated to the question of Manchuria. 

Other portions of the Vice Minister’s remarks, while containing 
much that is controversial in character, are interesting principally as 
indicating the point of view of at least one person in a responsible 
position in the Government here—that Japan has the responsibility 
for the peace and order of the Far East. This point of view is widely 
held in Japan, and with it goes a corollary—that Japan is to be con- 
sulted on any question affecting China which is of more than local 
importance. 

Respectfully yours, JosePH C. Grew 

761.94/688 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 644 Toxyo, January 11, 1934. 
[Received January 29.] 

Sir: With reference to my despatch No. 610, December 14, 1933,° 
I have the honor to inform the Department that last night we recipro- 
cated the dinner of the Soviet Ambassador, receiving the Ambassador 

and Madame Yureneff and practically the entire staff of the Soviet 
Embassy at dinner at the Embassy. 

In the course of conversation Mr. Yureneff said he believed that his 
recent step in proposing a renewal of the negotiations for the sale of 
the Chinese Eastern Railway, as soon as the Russian employees now 
under arrest by the authorities of “Manchukuo” should be released, 
had “infuriated” General Araki‘ and the Japanese military authori- 

® Foreign Relations, 1933, vol. 111, p. 483. 
an Sadao Araki, Japanese Minister of War, December 1931—January 21,
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ties because it interfered with their plans to keep Soviet-Japanese 
relations acute for the purpose of retaining public support for the 
army and the large appropriations demanded for military purposes. 
The Ambassador seemed optimistic that the reopened negotiations for 
the sale of the railway would prove successful. He further observed 
that in his opinion the plans to establish “Manchukuo” as a kingdom 
or empire on March 1 were being made with the specific purpose of the 
eventual assimilation of North China and, ultimately, other adjacent 
territory. 

I asked the Ambassador whether his comments on the attitude 
of the Japanese army might be taken to mean that he considered inevi- 
table an eventual attack on Soviet Russia. He replied in the nega- 
tive but felt that anything might happen in future and that one 
must be constantly alert. He said that in his opinion the future 
peace of the world, especially in the Far East, would depend upon 
friendly understanding and cooperation between the United States, 
Great Britian and Soviet Russia and that if war should break out 
in Europe, which he believed to be probable, he felt that civilization 

could be saved from complete wreckage only if these three countries 
should abstain from the conflict. 

In this connection I enclose a memorandum® of a conversation 
between the American Naval Attaché and the Soviet Naval Attaché 
at the dinner mentioned above. 

Respectfully yours, JOSEPH C. GREW 

893.01 Manchuria/984 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Priprne, January 17, 1934—10 a. m. 
[Received January 17—4: 25 a. m.] 

42. The following telegram has been received from the Consul 
General at Harbin: 

“January 16, 11 a.m. Japanese Consul General confirms report 
that Pu Yi will be made Emperor on March Ist.” 

J OHNSON 

793.94/6555 

The Minister in China (Johnson) to the Secretary of State 

No. 2470 PeErPiIne, January 17, 19384. 
[Received February 10. | 

Sir: I have the honor to report that a member of my staff had a 
conversation to-day with a Japanese diplomatic officer with regard 
to Japanese ambitions in China. This officer, who is entirely out of 

°Not printed.
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sympathy with the Japanese military, stated that, although he had 
little actual information about the plans of the military, he had cer- 
tain opinions which he would express in strict confidence. 

This officer stated that he thought it quite probable that Inner 
Mongolia would before long be a part of Pu Yi’s empire. When 
questioned with regard to the possibility of Japanese expansion fur- 
ther west, that is, into Sinkiang, where Japanese agents are now said 
to be at work, he expressed the view that such expansion, although 
possible, belongs to the distant future, if it is to occur at all. He does 
not believe that Pu Yi’s capital will be moved from Changchun. Ad- 
mitting that there are Japanese agents attempting to bribe Chinese 
leaders in North China to become independent of Nanking for the 
purpose of expanding “Manchukuo” into this area, he apparently 

believes that these agents lack sufficient funds for the purpose as well 
as the support of the proper Japanese authorities elsewhere. His 
statements indicated that, in his opinion, Japanese leaders are still 
not in agreement on Japan’s policy of expansion on the continent and 
that he seems to think that the more conservative Japanese leaders 
would be able to prevent the establishment of an independent North 
China through Japanese activities and its absorption by “Manchu- 
kuo”. His own opinion in this connection was that such over-expan- 
sion as the absorption of North China would cause the eventual col- 
lapse of Japan. Referring to the division of opinion among Japanese 
leaders, he said that he regarded General Araki as as much of a puppet 
as Pu Yi and thought that if General Araki were to die there would 
be no difficulty in finding another military puppet to take his place. 
He views those younger officers who were responsible for the conquest 
of Manchuria as being still a source of difficulty and danger. In 
this connection he said that he feels that they were responsible for the — 
death of General Muto, Japan’s first ambassador to “Manchukuo”, 
who, being “an honorable and upright man”, died as a result of the 
unhappiness caused him by those younger officers. He himself, he 
added, was brought up to believe in “honor” but that recent events— 
referring to the Japanese military—have made him “very pessimistic”. 

Respectfully yours, NELSON TRUSLER JOHNSON | 

861.77 Chinese Eastern/1287 

The Consul General at Harbin (Hanson) to the Minister in China 
(Johnson) * 

No. 2757 Harsin, January 18, 1934. 

Sir: I have the honor to report that the Japanese Consul General, 
Mr. Morishima, informed me yesterday that he had been conducting 

° Copy transmitted to the Department by the Consul General at Harbin in his 
despatch No. 5946, January 18; received February 10.
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negotiations with the Soviet Consul General, Mr. Slavoutsky, in 
regard to the release of the Chinese Eastern Railway officials arrested 
last September. It is believed that the prospect for their release is 
good. One report has it that they will be given their old positions 
temporarily, but the Japanese owned Russian Harbin Times stated 
that if released they will be sent into Russia. It is believed that the 
Soviet Government insists upon their release as a condition for re- 
opening the “Manchukuo’—Soviet negotiations regarding the sale of 
the railway in Tokyo. Mr. Morishima hastened to assure me that he 
was merely acting in the capacity of a go-between desirous of bringing 

the “Manchukuo” and Soviet sides together. He also stated that he 
had written a lengthy letter to the “Manchukuo” delegate in Tokyo, 
Mr. Ohashi, formerly Consul General here and a very good friend of 

Mr. Morishima. Mr. Ohashi has constantly reiterated that he would 
not offer more than fifty million yen for the railway, but Mr. Mori- 
shima believed that Mr. Ohashi will change his mind in this respect. 

Respectfully yours, G. C. Hanson 

893.01 Manchuria/988 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 22, 1934—11 a. m. 
[Received January 22—7:05 a. m.7| 

12. Publicity has been given here to Dr. Hornbeck’s speech on 
January 18 * in which he is reported to have said that “the nonrecog- 
nition of government made by swords” is still the policy of the United 
States. In view of the Far Eastern context of the speech the Japanese 
interpret Dr. Hornbeck’s remarks as referring to Manchukuo. The 
spokesman of the Foreign Office ® has issued the following statement 
to the press: 

“It is most regrettable that the Chief of the Far Eastern Bureau 
of United States State Department should at this particular moment, 
when the Japanese authorities are exerting their utmost efforts for 
the promotion of friendship between Japan and America, deliver a 
speech in which he reviews the argument of the much-contested 
Stimson doctrine, and further suggests the application to East Asia of 
America’s traditional policy toward the Latin American countries. 
His utterances convey an impression of wilfully ignoring the existence 
of a great power bearing the responsibilities for the maintenance of 

"Telegram in two sections. 
* Address delivered by Stanley K. Hornbeck, Chief of the Division of Far 

Eastern Affairs, Department of State, on “Principles of American Policy in Rela- 
tion to the Far Hast,” before the Ninth Conference on the Cause and Cure of War, 
Washington, D. C. For text, see Department of State publication No. 567 
(Washington, Government Printing Office, 1934). 

°Kiji Amau.
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peace in East Asia. It should not be forgotten that the Empire of 
Japan exists in the Far East as much as does the United States on the 
Continent of America.” 

It is still too early to foresee the extent of the repercussion from this 
publicity although it is certain to have a temporarily disturbing effect 
on Japanese-American relations. 

I appreciate of course that the Department had good and sufficient 
reasons for the delivery of Dr. Hornbeck’s speech. The following 
points are therefore respectfully submitted without any thought of 
caviling at a step which might have been given mature consideration 
but rather in the hope that they may be weighed in determining 
future procedure. 

(1) So far as we can maintain unimpaired, but without public 
reiteration, the position of our Government regarding the nonrecogni- 
tion of the fruits of armed aggression, published and compiled at the 
commencement of the present administration,” just so far shall we 
avoid inflaming public opinion in Japan at a time of acute 
sensitiveness. | 

(2) The controversies which are certain to arise in the Naval 
Conference of 1935," if it takes place, will inevitably subject 
Japanese-American relations to a strain in which we shall need every 
asset of which we can avail ourselves. 

(3) If we can even partially overcome the antagonistic attitude 
prevailing in Japan towards the United States, or at least avoid ren- 
dering it more acute, the dangers of that coming strain will be 
correspondingly lessened and we shall be in a better position to work 
out our policies effectively. I have, therefore, been working steadily, 
and not without some favorable result in spite of many local handicaps 
and setbacks, to improve that attitude. 

(4) Public reiteration of our determination not to recognize 
Manchukuo will inevitably tend to undo that work and will render it 
more difficult for Hirota ¥ to carry out his prime policy of improving 
Japanese-American relations, a policy which I believe to be genuine 
and which in the long run may prove to be decidedly helpful to Amer- 
ican interests if allowed to bear fruit. 

(5) If and when further reiteration of our policy concerning 
Manchukuo is considered necessary, less disturbance of our relations 
with Japan will be caused by doing so in diplomatic conversations 
than 1n public speeches. 

Please let me make it perfectly clear that I staunchly support the 
Far Eastern policy of our Government and that the foregoing con- 
siderations have to do purely with matters of procedure and not of 
principle. 

GREW 

” Conditions in Manchuria, Senate Document No. 55, 72d Cong., 1st sess. 
(Washington, Government Printing Office, 1932). 

“ See Foreign Relations, Japan, 1931-1941, vol. 1, pp. 277 ff. 
* Koki Hirota, Japanese Minister for Foreign Affairs.
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893.01 Manchuria/987 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 22, 1934—4 p. m. 
[Received January 22—5: 53 a. m.| 

18. The German Commercial Secretary, Dr. Knoll, has been sent 
by his Government to study economic conditions in Manchukuo. Be- 
fore departing from Tokyo he said to a diplomatic colleague that now 
that Germany has left the League of Nations Germany no longer 
feels obliged to maintain her former attitude of nonrecognition of 
Manchukuo. It is generally believed here that Germany may extend 
recognition before the end of the year. 

Repeated to Peiping. 

GREW 

898.01 Manchuria/988 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) — 

WASHINGTON, January 22, 1934—6 p. m. 

7. Your 12, January 22, 11 a. m. Hornbeck spoke on the subject 
“Principles of American Policy in Relation to the Far East.” ‘He 
made no such statement as is attributed to him in quotation in first 
paragraph of your telegram and in news despatches from Tokyo. 
Nor did he do what is alleged in the first sentence of Amau’s statement 
as quoted in your telegram and in press despatches. Text is being 
sent you. 

Department notes that Amau is also criticizing speeches made by 
Ambassador Bullitt #* and Mr. Herriot." 

Various conjectures may be drawn. | 
Department appreciates having your comments and suggestions and, 

sharing completely the views expressed in your numbered paragraphs, 
has had and will have in mind the points which you suggest, but 
neither action nor utterances can be formulated with a view exclusively 
to ensuring none but pleasant reactions in Japan. 

You may in your discretion inform Hirota that the spirit and the 
letter of Hornbeck’s statements have evidently been subjected to dis- 
tortion either in the process of their being brought to the attention of 
or in the consideration of them in the Foreign Office. 

Hou 

th iiam C. Bullitt, Ambassador to the Soviet Union, temporarily in Wash- 

me Edouard Herriot, former President of the French Council of Ministers.
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894.032/127 

Address by the Japanese Minister for Foreign Affairs (Hirota) Be- 
fore the Japanese Diet on January 23, 1934 

The Japanese Government was obliged to serve notice of withdrawal 
from the League of Nations on March 27 last year because the Man- 
churian incident and questions regarding the State of Manchoukuo 
showed that there was no agreement between Japan and the League on 
fundamental principles of preserving the peace in East Asia. 

At the time when the decisive step was taken, His Majesty the Em- 
peror graciously issued a Rescript pointing out clearly and precisely 
the path this nation should henceforth pursue. It reads: 

“Now that Manchoukuo has been founded, our Empire deems it 
essential to respect the independence of the new State and to encourage 
its healthy development in order that sources of evil in the Far East 
may be eradicated and enduring peace thereby established.” . 

Further it reads: 

“However, the advancement of international peace is what, as ever 
more, we desire, and our attitude toward the enterprises of peace shall 
sustain no change. By quitting the League and embarking on a 
course of its own our Empire does not mean that it will stand aloof 
in the extreme Orient, nor that it will isolate itself thereby from the 
fraternity of nations. 

‘It is our desire to promote mutual confidence between our Empire 
and all other Powers, and to make known the justice of its cause 
throughout the world.” 

I am convinced that if we all unite in our endeavors to act in ac- 
cordance with the wishes of our August Sovereign the world will 
surely come to realize the fairness and justice of Japan’s position, and 
bright will be the future of our Empire. 

Personally speaking, in obedience to the Imperial message, I am 
determined to use every ounce of my energy to “carry out our na- 
tional policy by diplomatic means in interest of world peace.” 

Fortunately today, after our withdrawal from the League, com- 
mercial as well as diplomatic relations between Japan and friendly 
Powers in general have become even closer and more cordial than be- 
fore. I wish to avail myself of this occasion to dwell somewhat on 
recent phases of our relations with those countries which are situ- 
ated in our immediate neighborhood. 
Manchoukuo, thanks to the tireless labors of His Excellency the 

Regent, and of Government authorities, and also to the wholehearted 

assistance and collaboration extended to her by this country, true to 

“Copy transmitted to the Chief of the Division of Far Eastern Affairs on 
January 22 by the Japanese Chargé.
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the spirit of the Japan—Manchoukuo protocol, has been making 
steady progress along all lines of her constructive work. 

In ordering various governmental institutions, especially in the 
maintenance of law and order, in developments of industry and com- 
munication, in consolidation of the national finance and in the ad- 
vancement of education and culture, signal success has been achieved. 

Moreover a decision is about to be made on the establishment of a 
monarchical regime which has been so eagerly awaited by all her 
people, and which will go far to solidify the foundations of Man- 
choukuo as a young independent nation. 

This is a matter of congratulation not from [for] Manchoukuo 
alone, but for the peace of the Orient and the peace of the world. I 
think it behooves our Government and people, always mindful of the 
Imperial Rescript to exert their efforts unremittingly in assisting 
the healthy growth of the new State. 

The Japanese Government has serious responsibilities for the main- 
tenance of peace in East Asia and has a firm resolve in that regard. 
But what is more essential in the matter is the stabilization of China 
herself. 

Our Government sincerely hopes for the political and economic re- 
habilitation of China. It hopes that she will be enabled to unite 
with Japan in performing the obvious mission of both Japan and 

_ China—to contribute through mutual aid and cooperation to peace- 

ful development of their part of the globe. 
Unfortunately the actual situation of present-day China belies all 

such hopes. It has been reported that of late the Chinese Govern- 
ment, realizing the mistake of persisting in its anti-Japanese atti- 
tude has decided to take steps looking toward rectifications of Sino- 
Japanese relations, but so far no concrete evidence has come to our 
notice to confirm the truth of the report. 

Should China appreciate our true motives and give tangible signs 
of sincerity on her part, Japan would be glad to reciprocate and meet 
her more than half way in a spirit of good will. It is gratifying to 
note that North China, under control of the Peiping political com- 
mittee, remains comparatively quiet. 

In view of the important rights and interests of Japan in that re- 
gion and of its territorial contiguity with Manchoukuo, and also 

from the standpoint of the Tangku truce agreement,” the question 
of maintenance of peace and order in North China is of special con- 
cern to Japan. She expects China to see to it that nothing will hap- 
pen that may bring chaos to that area. 

* Signed September 15, 1932, Foreign Relations, 1932, vol. 1v, p. 253. 
Signed May 31, 1933, Foreign Relations, Japan, 1931-1941, vol. 1, p. 120.
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Meanwhile we are watching, not without grave misgivings, the 
activities of the Communist Party and the increasing rampancy of 

“Red” armies in China. 
Regarding Japan’s relations with the Soviet Union it may be re- 

called that subsequently to the conclusion of the Peking basic treaty 
in 1925, normal contact was maintained between the two countries, 
and that even after the Manchurian incident there was thorough 
mutual understanding between the two Powers of their respective 
positions so that no difficult question was encountered. 
However more recently the attitude of the Soviet Union toward 

Japan seems to have undergone a change of some sort. It is most 
surprising and regrettable that the Soviet Union should now take to 
broadcasting at home and abroad, through the press and other 
channels, unwarranted criticisms directed against Japan, and circulate 
exaggerated stories about aggravations of this or that situation evi- 
dently for political and diplomatic purposes which such rumors are 
calculated to serve. 

Japan has consistently preserved her fair and equitable attitude 
toward the Soviet Union throughout the years past, before and after 
the Manchurian incident. Despite the fundamental differences in 
both the theory and constitution of the state that divide the two 
countries, we have always endeavored to keep on good neighborly 
terms with Soviet Russia and sought the solution of all questions by 
pacific means. 

Especially since the establishment of Manchoukuo, the Japanese 

Government has been acting solely upon its conviction that a proper 
adjustment of the tri-partite relationship between Japan, Manchoukuo 
and the Soviet Union was of paramount importance for the tran- 
quility of East Asia. Japan certainly is setting up no new military 
establishments along the Manchoukuo-—Soviet frontiers, Moscow prop- 

-  aganda notwithstanding. 
Indeed, it is only as a part of the above mentioned friendly policy 

that Japan has undertaken since last June to act as an intermediary 
between Manchoukuo and the Soviet Union in their negotiations on 
the proposed transfer of the North Manchuria Railway. Such being 
the case, I am sure that before long the Soviet Union must come to 
appreciate fully the true intentions of Japan. 

It is earnestly hoped that the North Manchuria Railway negotia- 

tions, which have unfortunately been at a standstill for some time 
past, will soon be resumed. 

It may be definitely stated that between Japan and the United 
States of America there exists no question that is intrinsically difficult — 

* Signed January 20, 1925, League of Nations Treaty Series, vol. xxxtv, p. 31. 

748408—50—voL. 117
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of solution. Far from having any thought of picking a quarrel with 
America, Japan fervently desires American friendship. At the same 

time I am confident that the United States will not fail to appraise 
correctly Japan’s position in East Asia. 

Only for a time following the outbreak of the Manchurian incident, 
public opinion in America was aroused against Japan, bringing about 
something like temporary estrangement of the two peoples. It is 
hardly necessary to reiterate that Japan is actuated by no other 
motive than her desire to establish enduring peace in East Asia. 

Therefore if only America will clearly perceive the actual condition 

of the Orient and realize Japan’s role as a stabilizing force in East 
Asia, whatever emotional tension may yet linger between the two 
peoples is bound to disappear. 

I sincerely hope that the two great nations across the Pacific will, 
in view of their important relations, commercial and otherwise, con- 
tinue to join forces in cultivating their historical friendship and 
good understanding so as to keep the ocean forever true to its name. 

Japan’s traditional amity with the British Empire remains un- 
shaken, even to these times. I believe the two sea powers occupying 
geographically similar key positions, one in the East and the other 
in the West, can effectively serve the cause of universal peace through 
sympathetic appreciation of their respective stands and wholehearted 
collaboration in all quarters of the world. 

It is in this sense that our Government is seeking to readjust what- 
ever conflict of interests relating to questions of trade there may be 
and to strengthen further the ties of friendship that bind our Empires. 
That our negotiations with India, an important member of the 
British Empire, over knotty problems of commerce have now been 

substantially concluded is a source of gratification on both sides. 
Now a survey of the world as a whole reveals a sorry situation in 

which economic disorder, political unrest and confusion and conflict 
of ideas threaten to destroy international equilibrium at any moment, 
while the mutual confidence of nations in one another appears to have 

wilted not a little. 

I consider that no insuperable difficulties need be anticipated in set- 
tling any question if the nations manifest their sincerity, and with 
true comprehension of one another’s position meet in a genuine and 
generous spirit of universal brotherhood. 

What is wanted is the abandonment of bootless jealousy and 
antagonism, and reinforcement of the sense of unity and mutual 
interdependence. However, international trade barriers, instead of 
decreasing are fast multiplying. The World Economic Conference 
was forced to adjourn without having achieved desired results.
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Of late our industries have taken marked strides with correspond- 
ing expansion in our oversea trade, while owing to the prevailing eco- 
nomic nationalism one country after another has begun to set up fresh | 
obstacles against the advance of our export industries. Our Govern- 
ment is making earnest efforts to deal effectively with the situation. 

Since mutual understanding of one another’s unique national cul- 
ture is of no small value in fostering good will between nations our 

Government is planning to take suitable measures in concert with 
private institutions for facilitating the cultural intercourse of our 
nation with the outside world. 

In the light of what I have already stated it is impossible for me to 
deny that our foreign relations are now, and will be in future, beset 
with many serious problems. However the path of a rising nation is 
always strewn with problems. 

As long as our people are united and well prepared to face coura- 
geously whatever difficulties may arise, and as long as we retain our 
composure and sobriety and “stray not from the path of rectitude 
and in action always embrace the golden mean”, I am confident that 

Japan has nothing to fear and her future will be full of hope. We 
should not forget that Japan, serving as only the cornerstone for the 
edifice of peace of East Asia, bears the entire burden of responsibil- 
ities. 

It is this important position and these vast responsibilities in which 

Japan’s diplomacy and national defence are rooted. Our national 
defence is organized in its very nature for defensive and self-protec- 
tive purposes. At the same time our diplomacy has no claims to put 
forth save what is legitimate and rational and consonant with our 
national mission. 

That eventually this position in which Japan naturally and ac- 
tually finds herself will be rightly understood by other powers is, I 
believe, a foregone conclusion. : 

893.00 Shantung/1 

Memorandum by the Consul and Vice Consul at Tsinan (Stevens and 
Ludden) of a Conversation With the Chairman of the Shantung 
Provincial Government (Han) on January 22, 1934 

[Extract] 

General Han expressed a conviction that Japan would indulge in 
further acts of aggression in North China and that it was only a mat- 

ter of months before Shantung would be invaded by a Japanese army. 

* General Han was attended by Messrs. Liu Shih-chun and Philip Fugh. Copy 
of memorandum transmitted to the Department by the Minister in China in his 

' despatch No. 2490, January 30; received February 24.
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To meet such a situation when it arises, General Han stated that he 
| sought tangible assistance from the United States in the form of 

munitions of war. Fighting planes, heavy artillery, harbor mines, 
arsenal machinery, gas equipment, motor trucks, and a suitable num- 
ber of American technicians to train his men were mentioned in par- 
ticular. He desires these materials at as early a date as possible be- 

fore hostilities commence. 
General Han prefers to obtain them from the United States because 

he believes that the United States will become involved in the conflict 
eventually on the side of China and because the American Govern- 
ment and people have demonstrated that they have no territorial am- 
bitions in China. If he cannot receive such “cooperation” from the 
United States he will try to obtain it from some European power that 
is not so territorially ambitious in China as Japan. 
General Han has little or no money to pay for these war materials. 

If they are furnished by the United States he is prepared to offer 
as security concessions in Shantung mines and industries and to 
afford bases for American submarines and other warcraft along the 
Shantung coast; also, landing fields for American aircraft. He hopes 
that the American Government will realize the advantage to its 
own armed forces in the event of war with Japan in being able to 
use the territory and facilities of Shantung as a base of operations 
and expressed belief that if America did not take advantage of the 
opportunity the province would be lost to the Japanese. 

General Han expressed a belief that with American cooperation 
he could raise and equip an army of 8,000,000 to fight the Japanese 
in Shantung. He repeatedly emphasized his determination to fight 
in a determined manner. In reply to my inquiry as to what assur- 
ance there would be that he would not use such military power in 
civil strife rather than against a foreign foe, he admitted that he 
knew what was in my mind; that he did not like General Chiang Kai- 
shek personally, but that he favored and would continue to support 
China’s struggle to establish and maintain a central government. He 
would not attack the Nanking Government because of General 
Chiang. 
Answering further questions, General Han said that he believed 

the Central Government was neither disposed nor able to render much 
assistance in defending Shantung against a Japanese attack. The 
defense of this area was a problem that he must solve as best he could. 
The Central Government has already made this clear to him. 

Replying to a question on the military equipment already in his 
possession, General Han said that the Tsinan Arsenal could supply 
him with sufficient small arms ammunition and grenades. He also 
stated that he had ordered six aeroplanes from a British source; that
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these planes were due to arrive at a Shantung port within a few weeks; 
that he had not obtained a permit from Nanking for their importa- 
tion and use; that the British manufacturer would attend to that 
for him; and that he would notify the Central Government after the 
planes arrived. 

General Han gave several concrete instances of Japanese intrigue 
at Tsinan. One was a recent visit of a Japanese high official, member 
of the Japanese royal family,—name not given—who offered General 
Han money and military supplies and promised to retain him in : 
control in Shantung if he would cooperate with Japan and Man- 
chukuo in establishing a new state in North China. According to 
General Han, he politely refused the offer. “Many times,” said 
General Han, “the Japanese officials have sounded me out on this 
subject, but all I promised them was to keep peace and order here 
and to protect Japanese life and property.” Other instances men- 
tioned related to the activities of thirty Japanese “police” attached 
to the local Japanese Consulate General, the importation of Japanese 
artificial silk goods through Shantung ports without the payment of 
customs duty, and the sale of narcotic drugs by Japanese hospitals 
and drug stores in Shantung.”° 

H. E. STevENs 
R. P. LuppEen 

894.00/502 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 23, 1934—5 p. m. 
[Received January 23—9: 40 a. m.] 

15. Several radically different hypotheses are advanced in various 
quarters to account for the resignation yesterday of General Araki 
as Minister of War, none of which can yet be confirmed as accurate. 
His present illness has furnished the ostensible reason, and it is quite | 

possible that this is also the actual reason because his illness deprives - 
the Army of a representative in the coming debates in the Diet and 
there are doubts as to his physical ability to carry on his work for 
some time to come. The following factors and conjectures are, how- 
ever, being advanced in various quarters. 

1. There are those who hold that the saner elements in the Gov- 
ernment, realizing the dangerous position into which Japan is drift- 
ing, have taken advantage of Araki’s illness to insist on his removal 

“The Minister in China telegraphed Consul Stevens on January 29, 1934, to 
inform General Han “that the American Government is not interested in the 
proposals which he has made to you.”
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as the symbol of a policy of military aggression and that as a result 
we may expect to see an important reorientation of policy. These 
elements believe that Araki was not popular with the Emperor and 
that with Hirota’s growing strength Araki’s position in the Cabinet 
had become more or less isolated. There has also been increasingly 
wide-spread indignation at the size of the military budget. It is 
said that Wakatsuki * and Suzuki ” recently threatened embarrassing 
interpellations in the Diet which would have placed the Army in an 
unfavorable light before the public and that they agreed to refrain 
only on the basis of Araki’s retirement. 

2. ‘There has been dissatisfaction among the younger officers in the 
Army at being hindered from promotion owing to Araki’s tendency 
to retain the older generals. General Hayashi, the new Minister of 
War, is a leader of troops rather than a staff officer and is more likely 
to retire the older generals and advance the younger men with whom 
he is popular. 

3. Hayashi is said to be of a silent disposition and is reported to 
have stated that Army officers should abstain from politics. It is 
therefore held that he is not likely to indulge in Araki’s inflamma- 
tory writings and speeches. This gives rise to a belief that his ap- 
pointment represents a victory for the liberal elements in the Gov- 
ernment and a rising influence of the political parties and that the 
change of ministers will have a stabilizing effect in the country. 

4. On the other hand Hayashi is said to be self-willed, impetuous 
and capable of rapid decisions as when he moved the troops from 
Korea to Manchuria on his own responsibility in 1931, in spite of 
Baron Shidehara’s* protests. He is not conciliatory and is less 
likely than Araki to compromise. There are, therefore, those who 
believe that political unrest will increase and who see in his appoint- 
ment a step to prepare for possible war. 

My present belief is that paragraphs numbered 1, 2 and 8 probably 
have bearing upon the actual situation. The coming debates in the 
Diet may afford enlightenment. 

Repeated to Peiping. 

| GREW 

893.01 Manchuria/989 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 24, 1934—11 a. m. 
[Received January 23—11: 38 p. m.] 

16. Department’s 7, January 22,6 p.m. I have conveyed to Hirota 
the facts as stated by the Department in paragraph 1. Amau has pro- 
posed to make rectification to the press today. The Tokyo correspond- 
ent of the Associated Press informed me that the report of Horn- 
beck’s speech came from the Associated Press in the United States 

* Reijiro Wakatsuki, former Japanese Prime Minister and Minseito president. 
“Dr. Hideo Suzuki, Seiyukai president. 

Cab Kijuro Shidehara, Japanese Minister for Foreign Affairs in the Wakatsuki
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to Rengo precisely as published here. The distortion, therefore, does 
not appear to have occurred in Japan. 

GREW 

893.01 Manchuria/990 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 25, 1934—11 a. m. 
[Received January 24—11 p. m.| 

17. My 16, January 24, 11 a. m. Amau’s rectification of the report 
[of] Hornbeck’s speech is published prominently in all the important 
Japanese newspapers today. 

GREW 

893.0146/421 : Telegram 

The Minister in China (Johnson) to the Secretary of State ° 

Pririne, January 25, 1934—3 p. m. 
[Received January 25—7 a. m.|] 

65. Following message dated January 19 was received from com- 
mander-in-chief United States Asiatic Fleet: 

“Following received: ‘In view of unsatisfactory exchange situa- 
tion, after consultation with American Minister, make recommenda- 
tions as to withdrawing or reducing Fourth Regiment Marines now 
stationed at Shanghai.’ Request your views. My view is that Marine 
regiment in Shanghai should be retained at present full strength as | 
essential to American participation in assisting in the protection to 
our nationals and to China trade of which Shanghai is the focus. 
Rate of exchange is not involved in the military requirements.” 

I have today replied as follows: 

“Your message of January 19 has been considered in the light of the 
general political situation in China and conditions in the Shanghai 
area. I have also consulted the Consul General at Shanghai. I con- 
cur with your view that the Marine force at Shanghai should not be 
withdrawn or reduced.” *4 

J OHNSON 

893.01 Manchuria/991 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 26, 1934—3 p. m. 
[Received January 26—5: 58 a. m.] 

19. In reply to an interpellation in the Lower House of his views 

yesterday concerning Hornbeck’s speech Hirota stated that the speech 

“In December 1934, however, owing to expiring enlistments, the Marine gar- 
rison at Shanghai was reduced from 1,721 officers and men to 1,117 officers and 
men (893.00 P. R. Shanghai/74).
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was not delivered in Hornbeck’s official capacity as the speaker had 

stressed the point to his audience that he was expressing his private 

opinion and was not [speaking] for the administration or for the 
State Department. Furthermore, the version of the speech published 
in Japan had been distorted and the American Ambassador had cor- 
rected the mistake. He wished the members to understand the true 

situation. 
Copy by mail.” 

GREW 

894.00/505 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 656 Toxyo, January 26, 1934. 
[Received February 10. | 

| Sm: On passing through Tokyo today en route from his post at 
Seoul to Vancouver, Consul General Davis told me that in his farewell 
interview with Lieutenant General Kawashima, in command of the 
troops in Chosen, the General spoke with enthusiasm of the great 
progress and development in the arts of civilization which had taken 
place in Japan and added his hope that the oppressed and suffering 
people of Manchuria, China and Siberia would soon be enabled to 

| share these Heaven-sent gifts. The foregoing is not a precise quota- 
tion but conveys the sense of the General’s remarks as repeated to me 
by Mr. Davis. They represent, perhaps, the thoughts of a certain type 
of Japanese military mind. 

Respectfully yours, JosEPH C. GREW 

761.94/693 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 659 | Toxyo, January 26, 1934. 
[Received February 10.] 

Sir: While recent weeks have seen little change in relations between 
Japan and the Soviet Union, efforts to reach an amicable settlement 
of the issues at stake seem to be crystallizing under the energetic 
leadership of the Minister for Foreign Affairs. Evidence in this 
regard falls naturally into two categories, the first having to do with 

the Chinese Eastern Railway sale controversy and the second refer- 
ring to more general aspects of Soviet-Japanese relations. 

Cuines— Eastern Ratway 

The plight of this railroad becomes daily more desperate. Its 
economic value is rapidly becoming negligible with the steady com- 

* Not printed.
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pletion of competing lines such as the Harbin—Lafa line connecting 
with the Hsingking—Tunhua line to North Korean ports, the Harbin- 
Koshan-Tsitsihar loop, the Tsitsihar-Ssupingkai line connecting to 
Dairen, and the projected Taonan—Manchuli road. It is already pos- 
sible for Japanese-“Manchukuo” interests to deprive the Chinese 
Eastern Railway of substantially all the long-haul traffic originating 
within Manchuria. Furthermore, if reports reaching Tokyo are to 
be credited, the operation of the Road is rendered increasingly difh- 
cult by an intensification of the local friction between Soviet officials 
of the line and officials of the government through whose territory 
the railroad has the misfortune to run. Reports have already reached 
the Department indicating the manner in which the administration 
of the railroad has been deliberately hampered at every turn, and I 
have indicated in a previous despatch* that the “Manchukuo” Minis- 
ter of Communications admitted the possibility of the adoption of a. 
policy of virtual sabotage by his government. The development of 
mutual suspicion and antagonism is indicated by the fact that after 
the serious train wrecks on the western line of the railway on Decem- 
ber 14 and January 17 both sides immediately accused the other of 
deliberately causing the accident. Recently in Harbin a curious 
series of agitations for lower freight rates has developed. Beginning 
with the distribution of posters, following with a mass meeting before 
the offices of Mr. Rudy, the General Manager, the most serious agita- 
tion to date occurred on January 23 when some 2,000 men transported 
in a hundred trucks are reported to have visited the office of the rail- 
way directors and the Control Office and demanded a lower rate sched- 
ule. Needless to say such an affair seems no more the spontaneous 
action of the citizens of Harbin (which depends greatly on the rail- 
way) than the petitions for the coronation of Pu Yi represent the 
spontaneous wishes of his 30,000,000 “Manchu” subjects. 

Concurrently with the destructive activity along the railroad the 
Japanese Minister for Foreign Affairs is endeavoring to bring the 
delegates of Soviet Russia and “Manchukuo” once more to the con- 
ference table. It will be remembered + that the “Manchukuo” side 
had decided to allow negotiations to lapse until Soviet Russia initiated 
them once more with a new proposal and that the Soviet side had 
absolutely refused { to renew negotiations until Soviet officials of the 
road who had been detained by “Manchukuo” were rsleased. On 
January 8 and 15 conversations between the Soviet Ambassador in 
Tokyo and Mr. Hirota apparently solved this deadlock because on 

*HEmbassy’s despatch No. 573, of November 2, 1933. [Footnote in the original; 
despatch not printed. ] 

t Embassy’s despatch No. 573, November 2, 1933. [Footnote in the original. ] 
t Embassy’s despatch No. 610, December 14, 1933. [Footnote in the original; 

for despatch, see Foreign Relations, 1933, vol. 111, p. 483.]
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January 22 the Vice-Minister for Foreign Affairs described the pres- 
ent situation to the Counselor of this Embassy as follows. According 

to Mr. Shigemitsu the Foreign Minister succeeded in obtaining the 

release of the Soviet officials on the understanding that they would 

leave Manchuria. The Russians, however, had insisted that they be 
reinstated in their former positions. Furthermore, this had created 
a troublesome situation because on the one hand the “Manchukuo” 
authorities were adamant and “very proud of themselves”, and on the 
other hand the Russian authorities in Moscow had seen fit to thunder 
against Japan, thereby placing Mr. Hirota in an embarrassing posi- 
tion. However, Mr. Shigemitsu said, the Foreign Office was marking 
time and would resume its efforts to get the Soviets and “Manchukuo” 
together on the railway question as well as the boundary problem 
and a few other minor matters. 

A resumption of negotiations, however, will not in itself be reason- 
able cause for optimism as to their success. The disparity between 
the Soviet offering price and the “Manchukuo” bid will be so large 
as to greatly lessen the possibility of reconciliation. Nevertheless, 
those who hold that the original Soviet offer to sell the road was 
merely a convenient method of staving off the incidence of a crisis 
with Japan, declare that the position of the Soviet Union has been 
so strengthened within recent months that the Soviets would re-enter 
the conference with the sole aim of obtaining the optimum salvage price 
and withdraw from the untenable position in which they find them- 
selves as co-owners of a railroad beyond their borders. It will be 
noted that this theory conflicts with the statement of the Soviet Am- 
bassador to me,§ that his government had definitely determined not 
to yield an inch in the negotiations for sale of the road. In concluding 
this subject I may remark that the Foreign Minister is probably actu- 
ated in his efforts at settlement not only by the desire to remove the 
most critical Soviet-Japanese issue from the slate but also by the 
political aspects, involving de jure recognition of “Manchukuo”, which 
a formal sale would carry with it. 

GENERAL SITUATION 

In recent days a formidable list of statesmen in Europe and America 
have been prominently quoted in the Japanese press as referring 
publicly to the possibility of war between Soviet Russia and Japan. 
Coming at a time when the Japanese public is debating the serious- 
ness of this danger, the effect has been disquieting. Editorial com- 
ment in favor of a non-aggression pact with the Soviets has been 
stimulated by the public uneasiness as well as by the recent concili- 

§ Embassy’s despatch No. 606, of December 14, 1933. [Footnote in the original; 
despatch not printed. ]
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atory conversations between Ambassador Yureneff and Mr. Hirota 
which were mentioned above. The Osaka Asahi, the Miyako, and the 
Tokyo Asahi have all voiced strong pleas for a settlement of this 
kind. The editorial of the Tokyo Asahi is worthy of quotation in 
part because the author seems to have grasped the fundamental con- 
flict of interests which will some day necessitate a major settlement 

between Soviet Russia and Japan: 

“Japan needs an understanding with the Soviet Union for successful 
prosecution of its continental policy. Fundamentally speaking the 
question of the sale of the Chinese Eastern Railway is secondary. The 
authorities are willing to consider a pact of non-aggression with 
the USSR when all pending problems are out of the way. This is 
like hoping for the impossible. Suppose that the questions separating 
Japan and the USSR are settled today. Who dares say that fresh 
questions will not arise tomorrow? We want the authorities to take 
a far-sighted view in deciding their attitude toward a Soviet non- 
ageression pact.” 

With the concern of the public over foreign affairs it was only nat- 
ural that the formal address of the Foreign Minister to the Diet on 

January 23 should have been awaited with the keenest anticipation. 
Parenthetically it may be of interest. to remark that a member of my 
staff was told several days ago by a member of the Foreign Office 
staff that Mr. Hirota’s popularity in the Foreign Office was outstand- 
ing and that he personally considered him the strongest Foreign Min- 
ister Japan had had since Kato #* and Komura.”” The speech, in ref- 
erence to Soviet-Japanese relations, was marked by a tone of restraint, 
an attitude of common sense which was in vivid contrast to the recent 
outbursts of such Soviet officials as Litvinov,” Molotov,” and Kaga- 
novitch.2° The core of this section of Mr. Hirota’s speech is as 
follows: 

“Despite the fundamental differences in both theory and constitu- 
tion of the state that divides the two countries, we have always en- 
deavored to keep on good neighborly terms with Soviet Russia and 
sought the solution of all questions by pacific means. Especially since 
the establishment of Manchukuo the Japanese Government has been 
acting solely upon their conviction that the proper adjustment of 
the tripartite relationship between Japan, Manchukuo, and the So- 
wet Union was of paramount importance for the tranquility of East 

sia. 

It of course is obvious that the “proper adjustment” referred to 
above is designed entirely to eliminate Soviet Russia from her in- 

* Baron Takaaki Kato. 
* Marquis Jutaro Komura. 
** Soviet Commissar for Foreign Affairs. 
” President of the Soviet Council of Commissars (Premier). 
*” Prominent Soviet leader. .
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herited sphere of interest in North Manchuria, if indeed a more 
extended interpretation cannot now fairly be given to it. 

While the attitude of Japan remains outwardly conciliatory toward 
Soviet Russia, the latter continues to strive for maximum prepared- 
ness in the areas contiguous to “Manchukuo”. Mr. Shigemitsu, the 
Vice-Minister for Foreign Affairs, in conversation with the Counselor 
of the Embassy stated that Russian troops along the border were far 
greater than the Japanese who had only about three divisions scat- 
tered all over Manchuria while the Russians had probably twice that 
number besides a large number of airplanes and even submarines 
which had been brought out by rail and assembled at Vladivostok. 
(The Military Attaché estimates the Japanese troops in Manchuria 
at something over 70,000. The Russian troops have been estimated to 
amount to anything from 80,000 to 200,000, depending on the area 
covered). It is only recently that the Soviets decreed important 
changes in the economy of Eastern Siberia with a view to improving 
the morale of the population, increasing agricultural production, and 
attracting new settlers. || 

In conclusion it may be said that we seem at present to be witnessing 
the most able efforts for a restoration of amicable relations that Japan 
is capable of mustering. It is encouraging to receive such assurances 
as Mr. Shigemitsu’s that Mr. Hirota is determined to settle matters 
peaceably if possible and hopes to do so in a relatively short time 
if matters beyond his control do not prevent. It is perhaps signifi- 
cant that Mr. Hirota’s efforts do not at present seem to be hampered 
by the military. In due respect for the sincerity of Mr. Hirota’s 
endeavors and with my present belief that neither Japan nor Soviet 
Russia wishes war at this juncture I now feel more optimistic that at 
least a temporary settlement of pending problems may be found by 
peaceful means. Whether a permanent solution of the fundamental 
opposition of interests will be found in the same manner is at this 
writing impossible to predict. 

Respectfully yours, JosePH C. GREW 

893.01 Manchuria/999 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 483 Beruin, January 30, 1934. 
[Received February 9.] 

Sm: I have the honor to report that in a recent number of the 
London Zimes, reference was made to an address in Paris by Mr. 

ll Harbin’s despatch No. 2747. [Footnote in the original ; despatch not printed. ]



THE FAR EASTERN CRISIS 23 . 

Wellington Koo,*! in which he intimated that Germany might be 
considering the recognition of Manchukuo. 

In the course of a visit on another matter to Mr. Meyer, the head 
of the Eastern Division of the German Foreign Office, his attention 
was called to this statement, and inquiry made as to whether it con- 
tained any truth. Mr. Meyer replied that he had received many 

telegrams from the Far East on this same point. He considered that _ 
the story originated in a trip made by a Third Secretary of the 
German Embassy in Tokyo through Manchukuo mainly for the pur- 
pose of commercial reporting. He denied that there was any present 
intention of recognizing the regime now in power there. In this 
connection he suggested that if Pu Yi played his cards properly 
there might eventually be a considerable likelihood of his annexing 
a large portion of Northern China. 

As to the danger of warfare in the Far East, he did not consider 
that the retirement of General Araki was of any special importance 
as Count [ General | Hayashi shares his views exactly though he would 
perhaps be more discreet in expressing them. He considered that 
should the Japanese endeavor to seize Vladivostok the chances would 
be “fifty-fifty” as to their success. He thought that the Russian air- 
force would be a match for the Japanese and that Vladivostok was an 
extremely difficult place to seize. He seemed to be of the opinion 
that if the Japanese were to effect anything worth while in a military 
way, they would have to advance almost to Lake Baikal, and that in 
that region the winter would work much to their detriment. 

Respectfully yours, Wi114m EK. Dopp 

500.A15a5/21 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 1, 1934—5 p. m. 
[Received February 1—6: 24 a. m.] 

91. Yesterday in the Diet Foreign Minister Hirota stated in effect: 

“Japan’s policy toward the second Washington conference * has 
not yet been decided but in regard to the naval ratio question I doubt 
whether it is rational to limit naval strength by ratios. It is also 
very doubtful whether a disarmament agreement based on ratios 
will contribute to world peace. 

As regards Manchuria I believe that question is a closed issue and 
truly cannot imagine that it would become a source of controversy at 
the conference. 

* Chinese Minister in France. , 
” The first Washington Conference, from November 1921 to February 1922, 

dealt with naval armaments and with Far Eastern questions; for correspondence, 
see Foreign Relations, 1922, vol. 1, pp. 1 ff.
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The mandate islands which should naturally have become Japanese 
territory were obtained under mandate because of the circumstances at 
Versailles. That Japan should lose her rights because of withdrawal 
from the League is untenable.” 

GREW 

893.01 Manchuria/1029 : 

The Consul General at Mukden (Myers) to the Minister in China 
(Johnson)*® 

No. 892 MvuKpEN, February 3, 1934. 

Sir: As of possible interest, I have the honor to report on the 
gradual change in the sentiment of the people toward the new regime. 
Although no extensive survey of this matter has been attempted, the 

information on which these observations are based was obtained from 
competent and presumably unbiased observers, both Chinese and 
foreign. The situation described herein pertains primarily to this 
province. ee 

Generally speaking, it may be safely said that the sentiment of the 
people living in cities has become noticeably more favorable to the 
new regime than a year or more ago. The increasing stability of the 
new order and the progress made in bandit suppression during the 
past year have resulted in the practical disappearance of the feeling 
of uncertainty which prevailed for at least one and one-half years 
following the “incident” of September 18, 1931. Business, especially 
in the interior, has greatly improved. Although it may be said that 
the above generalization is true, it does not mean that the intelligent 
people of “Manchukuo” do not realize that their country is dom- ~ 
inated by Japan nor indicate that they welcome or like this alien 
domination; rather it seems that this sentiment denotes a philosophi- 
cal acceptance of an altered status which is bringing in its wake many 
material benefits and which there appears to be little or no prospect of 
changing. An unbiased Chinese briefly summarized the situation as 
follows: No one believes that any change in the existing situation 
can be effected internally by force; no one has faith in China doing 
anything; no one desires a return of the former regime; there is a 
growing appreciation of what the present regime is doing for the 
people. A foreigner in close touch with the Chinese expressed the 

_ opinion that they are beginning to realize that they are better off than 
under the old regime. Among the reforms which are widely under- 
stood and appreciated may be mentioned the stabilization and unifi- 

“Copy transmitted to the Department by the Consul General at Mukden in his 
unnumbered despatch of February 3; received March 9.
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cation of the currency, increased official probity and public works, ex- 
tensive road building being possibly the best known. 
Among the country folk there has been little or no change of feel- 

ing according to available information. Chinese propaganda and fear 
of Japanese troops, instilled by insurgents and bandits in the minds 
of the country people who are subconsciously hostile to anything 
foreign, have undoubtedly been factors in keeping alive an anti- 
“Manchukuo” feeling. Ignorance—a farmer replied to a query of a 
missionary that his thoughts did not go beyond his two acres—and 
low grain prices must have a similar effect. Observers believe, how- 
ever, that increasing security and good roads are beginning to be ap- 
preciated. But it is the establishment of the monarchy with P’u Yi as 
Emperor which is being widely heralded throughout the country that 
seems likely to influence opinion of the country folk in favor of the 
new regime more than anything else. (Reference my confidential 
despatch No. 888 of January 24, 1934,34 entitled “P’u Yi to be En- 
throned as Emperor of ‘Manchukuo’ on March 1, 1934.”) 

A few instances indicating this changing sentiment may be of in- 
terest. From a reliable source it has been learned that the graduates 
of mission schools who for at least one year after September 18, 1981, 
planned only on going to China in search of employment are now 
seeking and accepting positions in the new government. At the out- 
set public opinion would have condemned this step but now it is ac- 
cepted as a matter of course. A well-educated Chinese professional 
man who has no Japanese associations and who is looked upon as 
having good judgment and much common sense returned some time 
ago from a visit to his home in the interior of Shantung. He stated 
that Manchuria is a tabooed subject in Shantung by official order and 
expressed the opinion that as far as China is concerned it is a closed 
issue and that Chinese residing in Manchuria should govern them- 
selves accordingly. 

In the opinion of a well-informed observer there is a fairly large 
body of educated Chinese in Manchuria who are extremely critical 
of the new regime’s policy regarding opium * and education. They 
are said to condemn the opium monopoly which has greatly increased 
opium smoking and regard with serious misgivings the small amount 
of money devoted to education and the failure to reopen the higher 
middle schools and other higher schools of learning. It has been 
learned that with the exception of the First Higher Middle School 
at Mukden (it has only one class with 58 students), the higher tech- 
nical middle schools and normal schools no schools above the lower 
middle schools have been reopened in Fengtien Province. The total 

* Not printed. 
*° See also pp. 349 ff.
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attendance at the 41 provincial schools in Mukden was recently re- 
ported in the press as 20,231—the city’s population is approximately 
400,000. That the Japanese have not overlooked the important part 
played by schools in moulding public opinion is indicated by the 
promptness with which text books were revised and by the sending of 
selected youths from time to time to Japan—about 300 Manchurians 
are reported to be studying in Japan—for further training. Accord- 
ing to a recent “Manchoukuo News Service” report a new educational 
program will be inaugurated at the time of the establishment of the 
monarchy which “will lay emphasis on the exaltation and propa- 
gation of the spirit of national founding among the younger genera- 
tion.” My informant expressed the view that the reactions of this 
body of Chinese are of some potential importance especially as they 
have close connections in China. 

Respectfully yours, M.S. Myers 

790.94/59 | 

: The Ambassador in Japan (Grew) to the Secretary of State 

No. 668 Toxyo, February 8, 1934. 
[ Received February 24. | 

Sir: In despatch No. 284 of February 9, 1933, I had the honor 
to report the holding of a “preliminary conference for the establish- 
ment of a League of Asiatic Peoples” in Tokyo on January 26 of 
last year. This report was supplemented by two reports, No. 311 
of March 7 and No. 468 of July 13, 1933.87 The former dealt with 
the inauguration, on March 1, last, of the “Great Asia Association” 
and the latter with the reported organization of a Great Asia Federa- 
tion at Canton. 

I have now the honor to enclose, in a translation supplied by a 
colleagues, a prospectus of the “Pan Asiatic League”.** This docu- 
ment makes much of the supposed exploitation of Asiatic peoples by 
the Western nations, and pictures Japan in the role of a defender 
of Asia against White domination. It defends the establishment of 
“Manchukuo” on the grounds that its separation from China was 
not an indication of disintegration, but the rescue of Manchuria from 
the domination of Western nations who have hitherto controlled 
China. The paper dwells at some length on the mutuality of interest 
of the peoples of Asia and their need to defend themselves against 
the imperialistic West, including Soviet Russia. The peoples in dan- 

. Not printed. 
"Neither printed.
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ger include, apparently, not. only the Asiatic countries under Western 
political domination, but Persia, and semi-European countries such 
as Turkey, Hungary and North Africa. The down-trodden condition 
of these peoples is supposed to provide an additional opening for 
the dollar imperialism of the United States to add to their difficulties. 
The paper then takes up the thesis that Japan needs to free herself 
also from slavish acquiescence to the practices of the west. It ad- 
vocates the need for Japan to place herself at the head of a league of 
independent Asiatic nations and liberate them all from European 
and American bondage, using as a model the example of Japan’s 
relations to “Manchukuo”’. This League would ultimately include 
all the Asiatic territory now under. European and American con- 
trol and even the peoples of the Near East. The obstacles to this 
project are said to be the Anglo-Saxons and Soviet Russia, the former 
because of economic interests and the latter because of its policy 
of revolutionizing the world. Another hampering factor is seen in 
the inability of the Chinese to understand the need for cooperation 
with Japan in the noble aim of freeing Asia, because the Chinese are 
apparently duped by the malign influence of Great Britain and 

Soviet Russia. This must be changed, it is stated, if necessary by 
force. The paper then devotes some space to the need for moral lead- 
ership, which has been lacking in the West’s contact with Asia. Japan 
must stand for race equality, placing moral values above economic 
motives; Japan should forge ahead with an Asiatic League to counter- 
act the European controlled League of Nations, using her culture and 
her economic and political and even military power if necessary to 
accomplish it. 

It would be easy to exaggerate the importance of this document. 
The Japanese Government undoubtedly has no such widespread proj- 
ects in view. At the same time it should be remembered that chauvin- 
istic utterances of this character have frequently characterized politi- 
cal thought in Japan especially during periods of political tension 
such as the country is experiencing at present. It is, however, only 
one of many such effusions, and when considered in connection with 
the many essays and novels of super-patriotic and war-like tone that 
are published in Japan today, indicates a popular turn of thought 
something like that of pre-Meiji days when the country was first 

opened to Western intercourse. During that period, covering the 
years between Perry’s visits and the accession of Meiji Tenno, there 
were many picturesque advocates of reform and expansion. Perhaps 
the best known of these exhorters was one Yoshida Shoin, a man who 
exerted a profound influence upon Kido, Ito and others who subse- 
quently became leaders in the Revolution which abolished the Shogun- 
ate and created modern Japan. One of Yoshida’s obsessions was the 

748408—50—VOL. 111-8
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necessity for Japanese expansion on the Continent of Asia. He felt 
that Japan could never be safe until she had control of the mainland 
as far west as the Baikal region. This aspiration has been voiced at 
different times since his day. While no Government has seriously 
considered a project of such proportions, it is interesting to note that 
Japan thas ever since consistently followed a policy of Asiatic ex- 
pansion, dictated, to the mind of the Japanese people, by the need 
for self-protection. Even today, as the Department is well aware, 
the “defense” theme is constantly used as a cloak to cover Japanese 
aggression. Ina recent article in Yorodzu, Major General Eiki Tojo, 
Chief of the Military Investigation Commission of the War Office, 
is quoted as saying: “Japan’s desire for expansion on the Continent 
of East Asia as manifest in Japan’s Manchuria policy has been an 
unalterable policy of Japan ever since its foundation . . .*® Thechoice 
is whether Japan will be on a fair road to promising development or 
whether Japan will be shut up in small islands... .%° We mean 
that the Japanese nation must be united in augmenting the country’s 
national defense.” 

it is evident that the present “Pan Asia” movement is not a new 
one. It is something with which the Japanese public is familiar 
enough. The society or association whose prospectus is enclosed is 
therefore merely the embodiment in new guise of an idea that in one 
form or another has been current in Japan for many years. Its pro- 
moters include a respectable body of men, both civilian and military. 
The idea seems to have spread all over the Japanese Empire, and to 
Manchuria and even Canton, presumably at the instance of Japanese. 
The Consul at Taihoku reports (Political Events in Taiwan during 
1933, Page 9) the organization of a branch of this society in Formosa 
in January of this year. The leading figure in the formation of the 
Formosa branch seems to have been General Matsui, Commander-in- 
Chief of the Army in Taiwan. He is listed as one of the Advisers of 
the parent organization in Tokyo. 

I have already reported in a confidential despatch (No. 608 of De- 
cember 12, 1933 4°) the uneasiness with which my Dutch colleague 
views this movement. According to private advices the British also 
are somewhat apprehensive of Japanese expansion, although their 
concern seems to be more economic than political, for the time being 
at least. The Dutch Minister’s feeling is quite understandable in the 
light of the report of the American Consul General at Batavia, which 
was enclosed in the Department’s instruction No. 482 of January 15, 
1934.4 The British situation apparently is not so simple. The recent 

Omission indicated in the original despatch. 
” Foreign Relations, 1933, vol. 111, p. 479. 
*t Not printed.
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difficulties between the Japanese and Indians over cotton have caused 
much irritation, and little is now seen in the press to indicate that 
the Japanese have much desire to “liberate” the Indian Empire from 
its “yoke”. Besides, the British are much stronger than the Dutch 
and probably feel fairly confident of their ability to defend their 
colonies in case of need. In conversation with a member of my staff, 
one of the secretaries in the British Embassy, who is in a position to 
know, stated that the British did not regard the present Pan Asia 
movement in Japan as having political importance. 

In conclusion, it is only fair to refer to an article which appeared in 
the Kaibo Jidai or Naval Defence Era, a political and economic review 
of recent origin, which is supposed to be an organ of the Japanese 
counterpart of our Navy League. In the February issue of this 
periodical one Mr. Nashimoto goes into the history of various Pan 

| Asiatic movements in Japan, beginning with Saigo Takamori, who 
started a rebellion in Kyushu in 1877, one of his reasons being that 
the Government had refused to send an expedition to Korea. The 
writer then refers to Sun Yat Sen, commonly considered the father 
of the Chinese Republic, who is said to have been an advocate of 
Greater Asianism and close cooperation between Japan and China 
to oppose the dominance of the Western nations, particularly the 
“Anglo-Saxon group”. The article then reviews in some detail the 
various Pan Asia societies that have been organized, including the 
present one. The writer shows much sympathy with the idea but 
comes to the conclusion that while the movement is a worthy one, 
it cannot achieve much because Japan herself is imperialistic, and 
consequently cannot lead other Asiatic nations in opposition to the 

Whites. 
Respectfully yours, JosEPH C. GREW 

893.01 Manchuria/1013 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 669 Toxyo, February 8, 1934. 
[Received February 24. | 

Sir: As presaged in the second paragraph of my telegram No. 193 
of December 23, noon, public announcement was made on January 
20 that Mr. Pu Yi, as ordained by Heaven, would ascend the throne 
of the “Great Manchukuo Empire” on March 1, next, in accordance 
with the unanimous desire of the thirty million people of Manchuria 
who had already come to appreciate his wise and benevolent adminis- 
tration of the affairs of that country. In a statement enclosed here- 

“* Not printed.
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with,** the spokesman of the Foreign Office in Tokyo observed that the 
“Manchukuo” authorities had made it clear that the accession of the 

Chief Executive to the throne does not mean the restoration of 
the Manchu dynasty of the former Chinese Empire, and he empha- 
sized the fact, mentioned to me by Mr. Hirota on December 23, that 
there will be no change in the frontiers of the country, so that North 

China will in no way be affected. 
Passing over the careful stage management of the contemplated 

step, it is well to examine the various implications of the move and 
the possible future developments to which it may lead, whether or 
not these developments already form part of a definite Japanese 
program. 

It is all very well to announce that there will be no changes in the 
frontiers of “Manchukuo”, but as a matter of fact those frontiers 
have never been precisely laid down and at present are in parts more 
or less undefined. In speaking recently to one of my diplomatic 
colleagues, Mr. Hirota assured him that North China need have 
no fear of encroachments as a result of the establishment of the 
Empire, but when my colleague inquired as to the frontier bordering 
on Outer Mongolia, which has never been clearly demarked, the 
Minister replied that this would be a matter for future negotiation. 
‘The Chahar salient, as I have already pointed out, constitutes a more 
or less literal thorn in the flesh, pointing towards the heart of 

| “Manchukuo”, and it seems unlikely that the Japanese military au- 
thorities at least, who are responsible for the safety of that country, 
will be content to accept it as a permanent feature of the frontier. 

In considering possible revisions of frontiers in other quarters it 
is well to remember that the concept of “Manifest Destiny” has 
become so well-rooted in Japan as to be a widely-accepted axiom. 
The so-called “expansionists” are merely the exponents of a relatively 
violent and immediate extension of Japanese control whereas many 
of those credited with liberal tendencies accept with equal conviction 
the same axiom and differ only in favoring more circumspect, less 
hasty or violent means of carrying it into effect. In this program 
of expansion it is quite certain that the eventual absorption of Mon- 
golia within the sphere of direct Japanese influence plays an important 
role for political, strategic and possibly potential economic reasons. 
Pu Yi’s enthronement as Emperor may well be calculated to appeal 
to the racial sentiments of the Mongols with a view to their eventual 
inclusion within the new Empire. 

- So far as China is concerned, it should not be forgotten that Pu Yi 
is still the sole legitimate heir of the former sovereign line of rulers. 

* Not printed. : |
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The inhabitants of Manchuria have apparently accepted the “new 
deal” philosophically and with resignation if not with a considerable 
degree of contentment at their present comparatively well ordered 
existence. If, in future, disturbances should break out in North 
China through competing and conflicting factions, or for other 
reasons, it seems not beyond reason that incorporation within the 
protecting fold of the new Empire might eventually be brought 
about without force of arms. If such a step should ever materialize, 
it is not difficult to let one’s imagination run still farther afield. This 
phase of the problem, however, could perhaps be discussed more 
effectively by the Legation in China. 

It seems probable that what the Japanese have in mind more imme- 
diately than the new “State’s” relation to China is its relation to 
the Soviets who are predominant in Outer Mongolia. Up to the pres- 
ent the Japanese have been unable to obtain a satisfactory acknowledg- 
ment of the status guo of Manchuria. Before taking up the specific 
issues between the two countries, the Soviet authorities apparently | 
desired and have endeavored to conclude with Japan a non-aggression 
pact of the type which they have made with contiguous countries on 
their western borders, but the Japanese seem not to wish an arrange- 
ment of that kind. They seem to feel that this is putting the cart 
before the horse and what the Japanese Government really desires 
at this moment appears to be a definite settlement of outstanding ques- 
tions, including a more or less formal acceptance of the present situa- 
tion in Manchuria. It is possible that the Japanese would be willing 
to make concessions to obtain it. Such an arrangement would, of 
course, so far as the Soviet Government is concerned, be a return to 
the policy which the old Czarist Government pursued—coming to 
terms with Japan over Manchuria. Apparently the present authori- 
ties in Russia are loath to do this, possibly because it would be notice 
that a socialist state is unable to stand firm and combat the imperial. 
istic designs of a capitalistic nation. 

Until Japan and Russia come to some arrangement, however, the 
situation in Manchuria will continue to be dangerous. Such a settle- 
ment would facilitate a solution of the boundary problems previously 
referred to as well as the question of political and economic penetra- 
tion into Mongolia. It is, in fact, the key to peace in those regions, 
as it has been in the past. Nevertheless, due to the apparent unwilling- 
ness of Japan to make any general engagement which might limit its 
future course of action and to the equally apparent unwillingness of 
Russia to settle outstanding questions upon strictly Japanese terms, 
there seems little common ground at the present time for negotiations 
leading to an effective settlement. It is not clear, however, how or 
to what extent the assumption of the Imperial dignity by Pu Yi will
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contribute to a Russo-Japanese rapprochement. The Japanese appear 
to think that it will have little or no effect so far as immediate prob- 
lems are concerned, and that meanwhile the coronation of an Emperor 
in Manchuria is notice to the world that Chinese sovereignty of any 
sort whatever in that area is definitely a thing of the past. 

Respectfully yours, JosePH C. GREW 

761.94/700 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 670 Toxyo, February 8, 1934. 
[Received February 24. | 

Sir: In the last several months the Embassy has endeavored to keep 
the Department currently apprised of developments in the strained 
relations between Japan and the Soviet Union, without material modi- 
fication of the views expressed in my letter of October 6, 1933, to the 
Under Secretary of State,* to the effect that war between the two 
countries was not unlikely, and that a logical moment for such a con- 
flict, barring provocative incidents of a serious nature, might occur 
in 1935. Iam not now prepared to alter those views. Few if any care- 
ful foreign observers in Japan today would maintain that the risk of 
war had been eliminated by the recent developments and indications 
which I shall discuss in this despatch. Many such observers, how- 
ever, feel that the possibility of avoiding such a conflict is greater 
than it was six months ago, and to substantiate this opinion the fol- 
lowing factors are adduced. 

(1) There has been in recent months a noticeable reaction against 
the military and especially against the vast military expenditures and 
demands in the budget. This reaction has manifested itself in the 
Cabinet, in the press and especially in the Diet. I have already re- 
ported the schism in the Cabinet which resulted in a compromise.* 
The recent attacks on the Army and Navy through interpellations 
in the Diet have been the most direct and forcible anti-military mani- 
festations that have occurred in Japan since the Manchurian adven- 
ture began in 1931. 

(2) The forcible nature of these interpellations in the Diet indi- 
cate a growing strength and confidence of the political leaders. The 
military have overplayed their hand. It now remains to be seen 
whether these political elements, with their increasing confidence, 
will in turn overplay their hand. If they do so, there will be a risk 
of further terroristic activities. Angry reverberations have already 
been ‘heard from the Navy.+ Once the Diet is adjourned, however, 

“* Foreign Relations, 1933, vol. 111, p. 421. 
*Kmbassy’s despatch No. 566 of October 31, 1933. [Footnote in the original; 

despatch not printed. ] 
+Embassy’s despatch No. 664 of February 6, 1934. [Footnote in the original ; 

despatch not printed. ]
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there will be less opportunity for the politicians to express their 
views in public, although they will have had full opportunity to reg- 
ister their concern at the dangerous situation into which military 
aggressiveness has been leading the country. 

(3) Public feeling against the Army has been accentuated by the 
light sentences given to the officers concerned in the assassination of 
Premier Inukai on May 15, 1932, compared to the heavy sentences 
meted out to the civilians, although the latter were involved to a les- 
ser degree. General Araki, it has been reliably reported to me, re- 
marked not long ago that the military Court Martial, in determining 
the military sentences made a serious mistake, having totally mis- 
judged the force of public opinion. He added that if the officers who 
assassinated Premier Inukai had committed hara-kiri on his door-step 
instead, there would have been an immediate revolution, but they 
adopted the wrong method of gaining their ends. 

(4) It is generally felt that General Araki’s resignation, actually 
due to his illness—which many feel to have been providential dis- 
pensation—has relieved the situation of an inflammatory element. 
While his successor’s attitude towards a Soviet-Japanese war is not 
known, it can at least be said that there will now be less public rat- 
tling of the sabre and fewer provocative utterances from the military. 
This should exert a calming influence. 

(5) The middle classes, including the liberal professions, mer- 
chants, industrialists, landlords, have changed their mentality during 
the past year, and in the face of the economic prosperity caused by 
increasing exports, they desire a continuation of the status guo and 
dread the upsets which a war would bring. The rural population 
has not shared fully in the prosperity which has fallen to the indus- 
trial and merchant classes. In the face of constantly rising living 
costs, the farmer’s income has remained stationary, or nearly so. In 
addition, the modern urge for improved living conditions has affected 
rural areas, and the people there are no longer content with the simple 
hard life of their ancestors. These factors, added to the heavy taxa- 
tion which rural communities have to bear, have caused a great deal 
of unrest in the country districts. They naturally desire relief, and 
are showing more interest in, and opposition to, heavy military expen- 
ditures than they have ever done before. 

(6) The highest influences in the country are pacific. The Emperor 
is a man of mild and peaceful character. The era of his reign is char- 
acterized by the word “showa” which he himself chose and which 
means “enlightened peace”. There is no reason to believe that he ap- 
proved of the Manchurian adventure, for the matter did not lie in his 
decision. Prince Saionji, the Genro, and Count Makino are pro- 
foundly imbued with the horrors of war. Since 1931 they have not 
been able to make their views publicly felt, but they are constantly 
working behind the scenes and it is believed that their influence is 
gradually increasing. The Prime Minister is personally an influence 
more peaceful than bellicose. Hirota, the Minister for Foreign Af- 
fairs, has displayed unexpected strength and is personally largely 
responsible for the comparatively milder tone of the press since he 
took office and for a new orientation in endeavoring to develop better: 
relations with foreign countries. A strong group of liberals in the
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country have been steadily working behind the scenes and are, it is 
believed, developing more strength than they formerly possessed. 
At a recent dinner at the Tokyo Club in honor of Sir Francis Lindley, 
the British Ambassador, and Ambassador Debuchi, Baron Hayashi, 
the chairman, in introducing the speakers, said slowly and with firm- 
ness, in a tone nearly menacing and emphasizing his remark with 
a bang of his fist on the table: “We want peace!”. This is a small 
detail, but Baron Hayashi is Grand Master of Ceremonies of the 
Imperial Court and one of the Emperor’s favorites. 

(7) From the point of view of the Army itself—for in the last 
analysis the Army is likely to have the last word as to whether it 
shall be peace or war—new factors may exert a restraining influence. 
Even in the Army itself there are not lacking sane elements who are 
aware of the seriousness of a Japanese-Soviet conflict and who ques- 
tion whether the end to be attained would justify the risks run— 
whether the game would be worth the candle. Undoubtedly the Army 
has complete confidence as to its ability to take Vladivostok and the 
Maritime Provinces and probably all of the territory up to Lake 
Baikal, for the Russians, separated by several thousand kilometers 
from their home base of supplies, will always be in a strategically 
hazardous position. But their defenses in the East have been mate- 
rially strengthened, and their air forces in Vladivostok and elsewhere 
along the frontier constitute a serious threat to Tokyo and other im- 
portant Japanese cities. Furthermore, American recognition of 
Soviet Russia has injected an important psychological element into 
the situation and gives pause to those in authority in Japan, for re- 
gardless of the pacific policy of the United States, American action 
in the event of a Japanese-Soviet conflict would be to the Japanese 
an unknown and disturbing factor, necessarily to be takeh into consid- 
eration. Military plans may be regarded as infallible; but the attitude 
and possible action of the United States constitutes an element of 
uncertainty and therefore an unknown hazard. American recognition 
has increased self-confidence and bluster in Moscow, but no one believes 
that the Soviet Union will commence hostilities. I therefore believe 
that our recognition of the Soviet Union has injected into the situation 
a restraining influence, probably of greater effect than any other single 
integral. 

(8) The opinion among the military attachés in Tokyo, and one 
which I set forth in my letter of October 7 [67], 1933, to the Under 
Secretary of State, is that the Japanese Army will reach the zenith 
of combat efficiency in 1935, and that after that period, time will tell 
in favor of Soviet Russia in point of lines of communication, organized 
man power, fortification and equipment. The hypothesis was ad- 
vanced, and is firmly held by the majority of foreign observers, that 
in the general scheme of Japanese expansionist ambitions the Mari- 
time Provinces and Eastern Siberia occupy an important position, 
and that in those ambitions the Soviet Union constitutes an obstacle 
which must be removed at a favorable moment. Granting that this 
is true, I nevertheless believe that an increasingly influential body 
of opinion in Japan recognizes the importance of consolidating gains 

‘already made before embarking on further military adventures. The 
creation of the “Manchukuo Empire” is a step towards that consoli- 
dation. This school of thought feels that ““Manchukuo” must first 

“© Foreign Relations, 1983, vol. 111, p. 421.
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justify itself before the world as a stable and progressive political 
unit before further expansionist plans should be put into operation. 
There seems at present to be greater hope that the influence of this 
saner element in the country may predominate over those who are 
less amenable to reason. 

In spite of the foregoing tendencies and considerations, the course 
of future events is subject to incidents and uncertainties which no 
one can predict. The foreign Military Attachés are, I believe, unani- 
mously pessimistic. It is certain that an important faction of the 
armed forces of the Empire, especially the younger elements, earnestly 
desire a conflict with the Soviet Union, for the primary purpose of 

which all the energies of the Army and Navy are united in an intense 
and unanimous effort of preparation. I have once before drawn : 
the parallel of the intensively-trained football team which, being 
convinced of its superiority and dissatisfied with mere practise, desires 
a game. This is precisely the attitude of a considerable element of 
the Army, just as it was the attitude of the German Army in 1914. 
If this element has its way, there will be war, and there will always 
exist the hazard that this element will work to create a situation 
where war will be unavoidable. As an illustration of this hazard 
I have been told the following incident by Mr. J. B. Powell, editor 
of the China Weekly Review. He was dining with a young Japanese 
officer in Mukden who pointed out a small table in his apartment which 
he said was historical. “On that table” he remarked, “were worked 
out the plans for bombing Chingchow. There was a difference of 
opinion, and I myself voted against it, but the majority of my friends 
voted in the affirmative and the bombing was therefore carried out 
as planned”. ‘The implication was that the step was taken without 
higher instructions. I cannot of course guarantee the accuracy of 
the story, but Mr. Powell was convinced of its truth. It is in line with 
other incidents of the 1931 campaign in Manchuria. We must not 
close our eyes to the fact that similar incidents may occur in future, 
regardless of the views and policies of those in authority either in 
Tokyo or at the front, and that any one serious incident might create 
a situation where war with Soviet Russia would become unavoidable. 

To sum up, the pacifist tendencies latent in Japan have in the past 
few months been able to make themselves felt and heard to a greater 
degree than at any time since September 18, 1931. If the proponents 
of these tendencies do not overplay their hand, they may be expected 
to gather strength and influence, and they may, in the long run, effec- 
tively guide the country into saner and less aggressively militaristic 

- channels, The possibility of avoiding a conflict with the Soviet Union 
depends to some degree upon the continued strengthening of these



36 FOREIGN RELATIONS, 1934, VOLUME III 

newly manifested tendencies, for which, at the present moment, there 
appear to be reasonable grounds for optimism. 

Respectfully yours, JosEPH C. GREW 

761.94/750 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuineton,] February 13, 1934. 

In the course of an informal conversation casually begun during a 
small reception at the residence of Mr. Bullitt,** yesterday, the Soviet 
Ambassador told me that he had received a personal letter from for- 
mer Japanese Minister for Foreign Affairs, Baron Shidehara, in 
which Shidehara told him that a war between Japan and the Soviet 
Union would be a “tragic crime”. The Ambassador went on to say 
that he had now reached the point where he was convinced that the 
Japanese do not at present intend to attack the Soviet Union this 
spring. He said that the Japanese had come to a realization that the 
Soviet Union is fully prepared to give a good account of herself in 
the event of war and that for that reason the Japanese do not wish to 

put the matter to a test. 
S[ranLey] K. H[ornsecx | 

893.01 Manchuria/1032 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuincron,| February 15, 1934. 

I have had information from two or three sources which indicates 
that there is being carried on quietly in some quarters what appears 
to be a campaign of under-cover propaganda directed toward in- 
fluencing the Administration with a view to effecting a change of po- 
sition with regard to the declaration made by the previous Adminis- 
tration that the United States did “not intend to recognize” in con- 
nection with various steps taken and situations created contrary to 

treaties, etc., in Manchuria. 
There is perceived no good reason why American citizens should be 

taken in by or lend themselves to propaganda, if it be such, the suc- 
cess of which, if it took the form of action by the American Govern- 
ment, would be to the advantage of Japan (and the Japanese program 
in relation to Manchuria) only, and in no way to the advantage of the 

United States. 

statue C. Bullitt, Ambassador to the Soviet Union, on leave in the United 
ates.



THE FAR EASTERN CRISIS 3” 

Much may be said, pro and contra, with regard to the merits of the 
non-recognition doctrine and the use of it in prosecution of policy. 
The subject is one well worth the consideration of and discussion by 
students of international law and diplomacy. But, from point of 
view of practical and actual international relations, the simple facts 
are: the American Government announced in 1932 that it “did not 
intend to recognize”; maintenance by it of that position calls for no 
new action and no new affirmation; recognition of the “State of 
Manchukuo” and the “Government of Manchukuo” are being sought 
only by the Japanese (and their protégés in the present administration 
of Manchuria) and only for purposes of Japanese policy; the question 
of recognition or non-recognition by this country of “Manchukuo” is 
not at present an “issue” between Japan and the United States; our 
persistence in withholding recognition is not substantially interfering 
with Japan’s program for the development of Manchuria and is not 
depriving the people of Manchuria of any right or any substantial 
benefit; and the so-called “State of Manchukuo” has not yet shown 
itself to be possessed of all the characteristics of statehood (one of 
the most important of which is ability to stand alone). In connection 
with any affirmation that the American Government should reverse 
itself and proceed to take the positive step (in place of a negative 
attitude) of recognizing “Manchukuo” the affirmation should be sub- 
jected to the rule that the burden of proof rests upon him who affirms. 
Any proposal that this Government should recognize “Manchukuo” 

constitutes a proposal for action involving not alone our relations 
with Japan but our relations with China and our relations with the 
League of Nations. When we took our stand in declaration of an 

intention not to recognize, we set an example which became the basis 
on which the League of Nations subsequently took its stand in a 
similar sense and which also considerably influenced the course sub- 
sequently pursued by the Chinese Government. If and when we 
choose to reconsider our position we should give due consideration to 
those facts and to the responsibility which is ours by virtue of them. 

Altogether undue weight is attached currently to the impression 
that there is a terrific state of tension between Japan and the United 
States. Starting with and motivated by that thought, a great many 
well intentioned people are casting about for ways and means for the 
relief of this supposed-to-exist tension. In nearly every instance the 
suggestions which these people evolve are suggestions the adoption of 
which would involve concessions or free grant of favors to Japan by 
the United States. Now as a matter of fact the tension is not ex- 
traordinary. In so far as it has existed, 1t has been in process of 
constant diminution over a period of several months past, and it has 
been substantially diminished within the past three days by the fact 
that the extraordinary budget, with its enormous appropriations for
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the army and navy, in Japan, has now passed the Diet. Nosmall part 
of the great hullabaloo in Japan in discussion of possible war with 
the United States and/or with Russia and/or with both has been 
artificially induced by interested parties in Japan for the purpose of 
insuring the passage of that budget. Recently the tendency in circles 
in authority in Japan has been to clamp down on the chauvinistic talk 
of certain outstanding figures among their militarists and at the same 
time to play up the subject of friendly relations with the United States. 
It is true that the Japanese would like to have us recognize “Man- 
chukuo” and that they would like to have us amend our Immigration 
Act * and that they would like to have us indicate that we will 
be agreeable when the times comes to an alteration favorable to 
them of the existing naval ratios. But none of these things are 
real “vital” issues and there is nothing in the situation as between 
the United States and Japan which makes it in any way impera- 
tive that the American Government go out of its way or indulge 
in the free giving of gifts in order to placate Japan and insure against 
hostile acts on Japan’s part against this country. 

There may come a time when it will be advisable for us to consider 
on its intrinsic merits the question whether a certain political entity 
called “Manchukuo” is entitled to and should be accorded recognition 
by the United States. That time has not yet come and it probably 
lies a considerable distance in the future. 

For the present, the simplest and the wisest course for this Gov- 
ernment to pursue is to stand pat upon and refrain from discussion of 
the position taken by the previous Administration in 1932 and re- 
affirmed by the present Administration (in a communication to the 
League of Nations, in September, 1933 *) of intention not to recognize. 

And the simplest way in which to deal with suggestions for recon- 
sideration would be to listen to whatever the proponents of that idea 
may have to say but to respond with silence or with the simple affirma- 
tion that no useful purpose can be served by raising this question at 
this time. 

S[Tantey] K. H[ornpecx] 

761.94/707 

The Minister in China (Johnson) to the Secretary of State 

No. 2542 Perrine, February 16, 1934. 
[ Received March 12. | 

Sir: In a conversation which I had on February 8, 1934, with Gen- 
eral Ho Ying-ch’in, Minister of War and Chairman of the Peiping 

*T Approved May 26, 1924; 43 Stat. 153. 
““ Dated September 20, 1933, Foreign Relations, Japan, 1931-1941, vol. 1, p. 122.
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Branch Military Council, and General Huang Fu, Chairman of the 
Peiping Political Affairs Readjustment Council, the former stated— 
and the latter apparently concurred—that, although he does not re- 
gard immediate war between Russia and Japan as likely, he does be- 
lieve that Japan intends to attack Russia and that, prior to that attack, 
Japan will occupy the northern Chinese provinces of Chahar, Hopei, 
and Shantung as a base against Russia and as a preventive against : 
Chinese assistance to Russia. 

IT enclose a memorandum of the conversation. 
Respectfully yours, NELSON TRUSLER JOHNSON 

793.94/6567 

The Counseior of Legation in China (Peck) to the Secretary of State | 

NANKING, February 16, 1984. 
[ Received March 12. | 

Str: I have the honor to refer to my despatch of November 15, 
1933,° entitled “Sino-Japanese Relations; Interviews with Tang 
Yu-jen, Administrative Vice Minister for Foreign Affairs” with which 
despatch I enclosed accounts of conversations with Mr. Tang held by 
the American Minister and by me. 

I chanced to meet the Administrative Vice Minister at a social 
function held at the Japanese Consulate General recently and he told 
me that he wished to have another private conversation with me within 
the next few days. This conversation, at Mr. Tang’s request, took 
place in the reception building of the Ministry of Foreign Affairs on 
February 14, 1934. There is enclosed herewith a memorandum of 
that conversation which I dictated immediately on my return. | 

On one or two previous occasions Dr. Wang Ching-wei, President 
of the Executive Yuan and Acting Minister for Foreign Affairs, has 
told me that Mr. Tang, the Vice Minister, has held these conversations 
with me at his, Dr. Wang’s, instruction. There is, therefore, reason 
to think that Dr. Wang was responsible for the confidential confer- 
ence which I now have the honor to report and that Dr. Wang’s motive 
in arranging it was to maintain active and intimate contact with the 
American Legation. 

As the Department is aware, Vice Minister Tang is popularly re- 
garded as “pro-Japanese”. Nevertheless, the tone of his conversation 
gave me the impression that he is pro-Japanese only to the extent of 
recognizing the unavoidable importance of Japan’s attitude toward 

“ Not printed. | 
© Despatch not printed; for its enclosure, see memorandum dated November 14, 

1938, Foreign Relations, 1933, vol. 111, p. 452.
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China and Japan’s ability to carry out its policies. I did not receive 
the impression that Mr. Tang is any the less patriotic because of 
these convictions. 

Very respectfully yours, Wittys R. Peck 

[Enclosure—Extract] 

Memorandum by the Counselor of Legation in China (Peck) 

[Nanxine, | February 14, 1934. 

The mention of North China led Mr. Tang to speak of China’s re- 
lations with Japan. He observed that to understand Japan’s attitude 
toward China, one must take into account two or three facts. One 
of these facts is that subordinate military officers in the field often 
take the initiative and sometimes do not carry out faithfully the 
orders they receive from their superiors. Moreover, there are many 
disorderly Japanese characters, “Ronins”, smugglers, etc. These 
military subordinates and adventurers sometimes lead Japan further 
than the Japanese Government has determined in advance to go. 

A more important fact, however, is that the Japanese activities 
in Manchuria were, in effect, a manifestation of a peaceful revolution 
in Japan. The Japanese Army felt that Japan was being menaced 
by financial exploiters and by other economic and political factors. 
The Army wished to eradicate these dangers, but if it attempted to 
do so within Japan itself, it might be necessary to remove the Emperor. 
This the Army did not desire to do. The exploits of the Army in 
Manchuria were deliberately entered into as a means of increasing 
the prestige of the Army and obtaining popular leadership, without 
resorting to an actual revolution in Japan itself. 

It is not necessary to suppose that Japan has hostile intentions 
toward China, since, as has been seen, the Japanese Army has its 
own internal ends in view in taking the steps which it has taken 
in Chinese territory. 

The circumstance that Japan’s aggressive acts toward China have 
an internal objective does not, of course, make the situation any 
easier for China, Mr. Tang said that Japanese friends had pleaded 
with him for friendly sentiments on the part of China toward Japan. 
Mr. Tang remarked to them that it would be impossible for China 
to entertain a friendly sentiment toward Japan, so long as Japan 
remained in occupation of Chinese territory. If Japan really desired 
China’s friendship, it should remove the factor which rendered such 
friendship impossible. |
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Mr. Tang said that he had pointed out to these same Japanese that 
it would be quite useless from Japan’s standpoint, for China to 
“recognize” Manchukuo, as the Japanese desired. The creation of 
Manchukuo had placed Japan in a dangerous position, internationally, 
but this danger would not be obviated by China’s recognition of 
Manchukuo. Japan’s real danger, arising from the creation of the 
new state, 1s caused by the fear and misgivings aroused in the United 

States, in Soviet Russia, in Great Britain and other countries by 
Japan’s action. This fear would in no way be allayed if China were 
to recognize Manchukuo. 

Mr. Tang invited Mr. Peck’s attention to the fact that China had 
never conceded any legality to Japan’s aggressive actions. The Na- 
tional Government is determined, he said, never to take any such 
action and even to enter into discussions with Japan, in view of 
Japan’s objectives, is an impossibility. 

With specific reference to the anti-Japanese boycott, Mr. Tang said 

that in point of fact this boycott had practically ceased, although not 
in theory. The increase in the import tariff which went into effect 
in May, 1933, was aimed particularly at Japan. Mr. Tang returned 
a non-committal reply when Mr. Peck asked whether another early 
increase in the import tariff was contemplated. He said merely that 
further increase of the import tariff would be of doubtful advantage, 
since it had been found that China’s industries did not respond to 
such protective measures, smuggling increased, and a greater burden 
was placed on the consuming public, while even the anticipated in- 
crease in revenue often failed to materialize. 

Commercial relations between Japan and China are, moreover, not 
a matter of indifference to China, since China would be very unwilling 
to lose the market in Japan for various Chinese exports which are 
important in amount. 

Mr. Tang said that China would be very glad to be freed from such 
degree of economic dependence on Japan as arose from its present 
relations with that country. This could come about only if other coun- 

tries were able and willing to absorb the Chinese exports which are 
now sold in Japan. He pointed out that the balance of trade and com- — 
merce with Japan is now in favor of China. In the matter of com- 
merce with the United States, on the other hand, the balance of trade 
is greatly in favor of the United States and he particularly wondered 
whether anything could be done to alter that situation, since it now 
seems to be generally recognized that profitable commercial relations 
between two countries are predicated upon an exchange of approxi- 
mate equality between the exports of one country to the other and its 
imports from the same country.
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Mr. Tang said that the Chinese Government is very anxious to 
increase the strength of China’s relations with European and Ameri- 
can countries and at the present time such relations are generally much 
more important in their economic aspects, rather than in their politi- 
cal aspects. The strengthening of economic relations which he men- 
tioned would, he pointed out, free China from a great deal of its pres- 
ent dependence on Japan. He observed that in the negotiation of 
a new commercial treaty with the United States, these subjects would 
doubtless receive particular attention. 

Mr. Peck agreed with this supposition, and inquired whether the 
Chinese Government regarded the negotiation of a new commercial 
treaty with the United States as a very pressing matter. Mr. Peck 

| said that in his opinion there were reasons for not undertaking this 
task at the present moment but for deferring it to a more suitable 
time. Mr. Tang said that the Chinese Government did not consider 
it urgently necessary to negotiate a new treaty at an early date, but 
the Government felt that there were certainly aspects of the existing 
treaty which should be modified, such as extraterritoriality, etc. 

There ensued some discussion of the matter of Chinese exports to 
the United States, such as silk, tea, wood oil, hides, bristles, etc., and 
Mr. Tang expressed regret that Japan seemed to have captured the 
market in the United States for Chinese silk and tea. Mr. Peck re- 
ferred to the attempts of the Silk Association of America for some 
years to improve the methods of Chinese silk production, in order 
to make Chinese raw silk more suitable for America’s needs. Mr. Tang 
said that matters of that sort, r. e. improving and maintaining quality 
of Chinese exports, such as silk, could certainly be attended to by the 
Government, especially if it solicited the assistance of Chinese 
financiers. 

Mr. Peck suggested that Mr. Tang converse on these subjects with 
Mr. Julean Arnold, American Commercial Attaché at Shanghai. 

851.503193 Manchuria/23 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 680 Toxyo, February 21, 1934. 
[Received March 12. | 

Sir: I have the honor to refer to my telegram No. 25, of February 
12, 1934,°2 in regard to French investment in Manchuria and to my 
confidential telegram No. 29, of February 26 [16], last,? on the same 

See pp. 523 ff. 
Not printed.
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subject, which indicate renewed interest on the part of Western finan- 
cial groups in that region. 

The Department will recall that at different times ever since the 
Russo-Japanese war there have been syndicates or other organizations 
formed for the purpose of exploiting Manchuria, whose potential 
wealth and purchasing power have been widely heralded. Perhaps 
the best known American venture, aside from the proposed Chinchow- 
Aigun Railway,*? which never was built, was the project to develop 
scientific agriculture on a large scale. This seems to have been a joint 
venture on the part of a number of young men from the Chinese Cus- 
toms service. They enlisted the backing of the Governor of Kirin 
Province, who arranged for them to obtain the land, and the Inter- 
national Harvester Company, who furnished the agricultural machin- 
ery. This project came to nothing, owing to banditry, poor trans- 
portation and other political and social difficulties beyond the control 
of the promoters. At other times there have been mining ventures 
and innumerable attempts on the part of individual merchants to 
found stable concerns. For the most part they have not succeeded. 

The reasons for failure appear to have been largely political. Man- 
churia has never hitherto had an effective government, and the con- 
flicting national ambitions which have been the dominant feature of 
life in that region have militated against sound business growth. Ex- 
cept for the export of beans and its products and perhaps a few other 
items, business has been largely dependent upon the political projects 
of those who happened to be in power. 

The situation is not essentially different at this time. It looks some- 
what different because the Japanese are in control, for all practical 
purposes. The South Manchuria Railway is a prosperous enterprise 
because it has had the political backing of Japan, and there is every 
evidence that it will continue to have this backing. Accordingly the 
French group of financiers and industrialists desire to deal with it. 
The French interests apparently believe that the South Manchuria 
Railway is the only concern with which it will be safe to deal on a 
large scale. 

The German interests are in a different position. For many years 
Germany has been a large purchaser of soya beans from Manchuria. 
Germans have been selling merchandise and machinery there for an 
equal period. Germans were large creditors of Chang Hsueh-liang 
before the present regime came into control, and they have been doing 
business with the new Government as well. Owing to their large 
purchases in Manchuria they have been regarded with favor. Be- 
sides, it is obvious that Germany has, and can have, no political 

*? See Foreign Relations, 1910, pp. 281 ff. 
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projects in the Far East. German interests are purely commercial, 
but they are substantial, and German goods are regarded highly, in 
Japan at least. 

In these circumstances, the Germans have begun an intensive study 
of the Manchurian situation from the standpoint of commercial 
development. There have been rumors to the effect that Germany 
was about to recognize “Manchukuo” in return for commercial favors. 
Discussion with the staff of the German Embassy here does not give 
that impression. The Germans intend to obtain all the commercial 
advantages they can, but apparently the recognition of ‘““Manchukuo” 
is too high a price to pay for what may not turn out to be much. 
One member of the German Embassy stated that the determining 
factor in the situation was the relationship between Japan and 
Russia; that “Manchukuo” was not master in its own house; that 

until there was some measure of acceptance of the new state by China 
and/or Russia, he could not recommend his Government to do any- 

thing drastic; that Germany had been compelled to give up extra-__ 
territorial rights in China, and that consequently the Germans there 

were defenceless against Chinese resentment; that if Germany were 

suddenly to recognize “Manchukuo” without some degree of under- 

standing with the Chinese, it might go hard with German individuals 

and commercial enterprises in China proper; that while the potential 

value of trade in Manchuria might be enormous, its immediate value 

was not sufficient, in his judgment, to warrant any great risks. 

It seems probable, therefore, that the de jure recognition of “Man- 

chukuo” at this time is not imminent, although the Germans and 

perhaps others may find it convenient to deal directly with “Man- 

chukuo” officials through their consular officers in Manchuria, without 

raising the question of recognition. 

Respectfully yours, JosEPH C. GREW 

893.20/477 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 682 Toxyo, February 21, 1934. 

[Received March 12. ] 

Sir: From time to time a bogey of American intrigues in Fukien 

provinces, usually linked with American aid to Chinese aviation, has 

caused agitation in Japan. 

The Japanese people are extraordinarily apprehensive of attack 

from the air, realizing probably that their country fears little from 

attack from the sea, while sensing that the unusual concentration of 

population and wealth in the few major Japanese cities renders the
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country particularly vulnerable to attacks from the air. For this 
reason the Japanese are very much concerned over the growth of the 
Soviet air forces; over the building of American airplane carriers, 
and recently over rumors of American aid to Chinese aviation. 
Rumors of such aid first appeared in the press last July and 

August™. One paper published an elaborate contract alleged to have 
been signed between the Chinese Minister in Washington and the 
Department relative to aviation. Since that time little has been 
heard of this matter until the present session of-the Diet. Several 
speakers, during the past few weeks, have touched on the matter of 
American aid to Chinese aviation. The following extract from an 
interpellation by Mr. Saburo Yasumi, a Seiyukai member, made in 
the Lower House on January 25th is typical: | 

“As you all know, rumors have been persistently circulated since 
the Spring of 1932 that the United States has sent many aviators to 
China as instructors and that a loan contract is to be signed between 
China and the United States with the object of enlarging Chinese air 
forces. However, these rumors remain to be confirmed. 

“By virtue of Article 19 of the Washington Treaty ™ it is agreed 
that the signatories shall maintain the status quo in defensive equip- 
ment in their respective territories and possessions... .°° How- 
ever, a certain Power which is a signatory to the Treaty and which 
has immense capital, is about to build up a powerful air force in 
Canton and Fukien which are contiguous to Japan’s possessions. 
Such operations are contrary to the spirit of the status guo agreement 
(applause)”’. 

The Foreign Minister, Mr. Hirota, replied to this interpellation as 
follows: 

“If the government of a State signatory to this Treaty launches 
any enterprise recognizable as a violation of this Treaty, as described 
by Mr. Yasumi, the Japanese Government would not by any means 
remain passive. As to whether such violation is a fact or not, I am | 
keeping close watch in concert with the appropriate authorities”. 

On the same day Mr. Seigo Makano, a member of the Kokumin 
Domei and parliamentary Vice Minister of Communications stated : 

“In China, the United States is now establishing aerial routes from 
Fukien, which is just opposite Japan’s possession Taiwan, to Canton, 
Shanghai and other places. This activity of the United States is 
evidence of her plan to create a monopoly in China”. 

The Tokyo Nichi Nicht of February 19th carried the following re- 
port: 

* Embassy’s despatch No. 495, August 14, 1988. [Footnote in the original; 
despatch printed in Foreign Relations, 1933, vol. 111, p. 387. ] 

Signed February 6, 1922, ibid., 1922, vol. 1, p. 247. 
* Omission indicated in the original despatch.
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“On February 18th the Foreign Office received a report from the 
Japanese authorities in South China, the gist of which is as follows: 

“1. There is much suspicion that the funds for the construction of 
two aerodromes in Fukien were obtained from the Soong * cotton- 
wheat loans. 

“2, Officers of a United States warship now moored off Amoy have 
frequently inspected the sites for the new aerodromes. 

“3. Construction of these aerodromes may prove to be a violation 
of the Fukien Province Non-Concession Agreement signed between 
Japan and China in April 1898.” % 

The Japan Advertiser of February 21, commenting on the same 

subject stated : 

“The (Foreign Office) spokesman indicated that Japan’s diplomatic 
and consular officials in China were investigating the reports, which 
in itself was taken as evidence that some credence is placed in them 
by the Japanese authorities”. 

In my opinion this constant predilection toward uncovering Amer!i- 
can intrigues is simply further evidence of the agitated state of mind 
in Japan, and the suspicion with which any extension of influence in 
Eastern Asia by another power is regarded by Japanese at present. 

Respectfully yours, JOSEPH C. GREW 

793.94/6573 

The Minister in China (Johnson) to the Secretary of State 

No. 2557 Perrine, February 22, 1934. 
[Received March 24. | 

Sir: I have the honor to report that the Japanese appear to be striv- 
ing to persuade the Chinese authorities to support a policy of Sino- 
Japanese “friendship”, a policy which would clarify and stabilize, at 
least for the time being, Sino-Japanese relations, which would in- 
crease Japanese authority in North China without resort to subversive 
or militant activities, and which would relieve Japan of danger from 

North China in case Japan were to become seriously engaged else- 

where. 
The Legation has been reliably informed of statements made re- 

cently by a close friend of General Huang Fu, General Chiang Kai- 

shek’s representative nominally in control of North China. This 
man was sent to Japan as General Huang Fu’s “personal representa- 

tive” and, while there, conferred with leading military and civilian 

authorities. (Although the Legation’s informant felt constrained 

TV. Soong, Chinese Minister of Finance in 1933. 
57 See Chinese declaration of April 26, 1898, John V. A. MacMurray (ed.), 

Treaties and Agreements With and Concerning China, 1894-1919 (New York, Ox- 
ford University Press, 1921), vol. 1, p. 126.
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to withhold the name of the “personal representative”, it is probable 
that he is Mr. Li Cheh-li who was educated in the Japanese military 
academy and who was reported in the press as having visited Japan 
last November, allegedly unoflicially.) To a few Chinese friends, one 
of whom retailed the conversation to a member of the Legation staff, 
this “personal representative” made certain statements early in the 
present month which are of interest, especially as there is no reason 
to believe that they have been reported inaccurately and as their gen- 
eral tenor is in harmony with information reaching the Legation from 
other sources. 

According to this “personal representative”, the Japanese authori- 
ties whom he met are now agreed in desiring the “friendship” of 
China—under certain conditions. One proposal and two threats 
were made to him. The proposal was that Japan would support 
Generals Chiang Kai-shek and Huang Fu in all necessary ways in 
return for certain concessions, which may be supposed to include 
a settlement favorable to Japanese interests of such questions as 
Sino-“Manchukuo” customs, post, telegraph, telephone, railway trat- 
fic, and air lines and which definitely included the removal from North 
China of General Yu Hsueh-chung, Chairman of the Hopei Provincial 
Government, and General Sung Che-yuan, Chairman of the Chahar 
Provincial Government, together with their troops, the Japanese 
apparently viewing these two generals as the most probable source in 

North China of action detrimental to Japanese interest. (It may be 
pertinent to recall in this regard that General Sung’s troops were 
among those few which offered any genuine resistance to the Japanese 
in their occupation of Jehol Province last spring, that Japanese offi- 

cials have recently made statements indicating dissatisfaction with 
General Yu Hsueh-chung and his subordinates, and to note that in 
to-day’s press appears for the first time a statement that reports are 
current that the removal of General Yu Hsueh-chung from Hopei to 
Chekiang Province is under consideration.) 

It was the opinion of the “personal representative” that the Jap- 
anese hope to obtain through Chinese compliance with this proposal 
a North China under General Huang Fu practically independent of 
Nanking and practically dependent on Japanese direction; in effect, 
a buffer state subservient to Japan. (The desire of the Japanese to 
have General Huang Fu in charge, notwithstanding his lack of finan- 
cial and military backing, is probably due to the fact that he is 
respected as a man of integrity who is anxious to improve the Sino- 
Japanese situation and that he is satisfactory to deal with because, 
having been educated in the Japanese military academy, he under- 
stands the Japanese.) The Legation’s informant understood that a 
time limit for agreement, probably the end of next month (March),
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had been set by the Japanese. Failure to agree, the Japanese in- 
formed the “personal representative”, would make it necessary for 
them to attempt to follow a second course; namely, the putting of 
North China under the nominal control of either General Han Fu- 
chu, Chairman of the Shantung Provincial Government, or General 
Yen Hsi-shan, Pacification Commissioner for Shansi Province, if 
either of these generals could be induced to submit to the Japanese 
yoke. The “personal representative” was then informed that, if this 
alternative plan failed, more strenuous action would be undertaken, 
it being at least inferred that such action might include the transport- 
ing of Mr. Pu Yi from Hsinking to Peiping. 

The foregoing statements are supported to some extent by other 
information reaching the Legation. In January there was held in 

Shanghai a conference of important Japanese military officers. Al- 
though their decisions have been carefully guarded, the Legation 

has learned from unofficial Japanese and Korean sources that the 
Japanese military are believed to have approved a policy of support 
of Generals Chiang Kai-shek and Huang Fu in return for an approxi- 
mately free hand in North China and that, following this decision, a 
considerable number of so-called Japanese ronin and civilian-clothed 
Japanese military left China, apparently because with the establish- 
ment of such a policy subversive activities which have heretofore been 
in progress for the purpose of diminishing the authority of the pres- 
ent government would be unnecessary. What the attitude of General , 
Chiang and other officials with regard to this policy may be is not yet 
known. It is reliably reported, however, that General Huang Fu’s 
“personal representative” has been urging General Huang not to ac- 
cede to the Japanese proposal but to resign in order to escape a debacle 
in North China and the ruin of his career. It may be added that a 
secretary of the Japanese Legation recently stated that, although the 
Japanese military have not told him what took place at the Shanghai 
conference, he believes the foregoing account of it to be accurate. 

There is other supporting, though inconclusive, evidence of Japan’s 
efforts toward “friendship”. Both the Chinese press and Japanese 
officers state that General Huang Fu will shortly visit General Chiang 
Kai-shek, and, according to the former, the Japanese Minister is now 
on a visit to Nanking, following the conclusion of which he will pro- 
ceed to Tokyo. Shanhaikwan was nominally returned to China on 
February 10, “nominally” because the Japanese still control it mili- 

tarily through their soldiers stationed within the railway zone and 
north of the Great Wall just outside Shanhaikwan. (According to 
an officer of the Japanese Legation, practically all public offices at 
Shanhaikwan have been restored to the Chinese but misunderstanding
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on the part of the public has arisen because of the fact that a number 
of “Manchukuo” offices are still retained in Shanhaikwan awaiting 

completion of new quarters north of the Wall.) Japanese officials have 
been very busy making public statements with regard to improved 
relations between China and Japan and with regard to the impor- 
tance of further improvement. Within the past few days the Japa- 
nese Minister at Nanking and Colonel Nemoto, reputedly Japanese 
“adviser” to General Huang Fu, have, according to the press, made 
such statements. It is known also that Japanese officials have been 
talking along similar lines when in conversation with Chinese 
officials. 
Whether or not Japan is overtly attempting to convince Nanking 

of the wisdom of adoption of a policy of “friendship”, there have been 
recent occurrences which might well remind the Central Government 
of its continuing impotence vis-a-vis Japan. Japanese troops invaded 
Chahar Province in December and again in January without meeting 
effective resistance; a few thousand bandit troops of General Liu 
Kuei-t’ang revolted in December in Chahar Province and proceeded 
southward through North China pillaging as they went without being 
effectively checked; in January the Japanese military “advised” the 

, Kuomintang organizations in North China to end their activities 
detrimental to Japanese interests; and Japanese agents have been at 
work among North China militarists restive under Nanking’s nominal 

control. 
It may be conjectured that the desire of the Japanese for the 

establishment of such a policy of “friendship” with China is based 
on such factors as: (1) Japan’s apprehension that within the near 
future it may become involved seriously with a third power, in which 
case a friendly North China, to all intents a tributary state, would 
add to Japan’s security; (2) the advantage of being on stable terms 

' with China before the convening of the approaching naval con- 
ference; (3) the apparently increasing appreciation, even on the 
part of over-zealous Japanese military officers, of the dangers and 
costliness of aggression by arms; (4) realization that peaceful pene- 
tration of North China would be more economical and less offensive 
to the Chinese than armed penetration; (5) probable growth of 

Sino-Japanese trade; (6) financial and economic benefit to “Man- 
chukuo” of resumption of intercourse between it and China; (7) 
nominal preservation of the unity of China would be advantageous 
in that there would continue to be a Central Government with which 

Japan could deal; (8) Japanese control of North China would place 
Japan in a position of being able to prevent the Nanking Government, 
in case it might become strong, from injuring Japanese interests;
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and (9) Japan would be in a position to extend its control further 
south in China at such time as it might deem desirable. 

It would not be surprising were the Central Government to agree 
to the policy Japan is said to have proposed. Since the beginning of 
Japan’s military occupation of Manchuria General Chiang Kai-shek 
has shown no inclination to employ his troops against the invaders, 
not even after the fall of Jehol Province and the advance of Japanese 
forces south of the Great Wall. There were unsubstantiated reports 
last May when the Sino-Japanese truce at Tangku was made that 
General Chiang’s representative had promised considerably more 
to Japan than appeared in the agreement as published.** General 
Chiang, together with the second most powerful figure in the Nanking 
Government, Dr. Wang Ching-wei, has stated again and again that 
the internal recovery of China is of primary importance, not war 
against an aggressor. It is known that at the conference of Chinese 
leaders last summer at Kuling General Chiang was in favor of a 
policy of conciliation of Japan, his position in this regard being 
strengthened by the resignation last October of Mr. 'T. V. Soong as 
Minister of Finance who was the chief opponent to such a policy. 

To-day, as a result of his successful quelling of the rebellion in 
Fukien Province last month, General Chiang can more easily impose 
his will on other members of the Government than has beer possible 
for some time. If he desires to subscribe to a policy of “friendship” 
with Japan, he may therefore be met with little opposition. ‘This sub- 
servience of Nanking’s officials was illustrated by the lack of opposi- 
tion during the Fourth Plenary Session of the Central Executive 
Committee of the Kuomintang held last month. 

General Chiang is aware, as is the vast majority of thinking Chinese, 
that China cannot effectively resist Japan. This realization is indi- 
cated by the decline of the movement for the boycott of Japanese 
goods even in South China. The decline of the boycott also shows the 
short memory Chinese have for wrongs suffered. General Chiang 
is confronted with such internal problems as the subjection of com- 
munist forces, the extension of his control over Kwangtung and 
Kwangsi provinces, the pacification of the Northwest. It is not un- 
likely that he would rather see the Japanese obtain what they want 
in North China peacefully, leaving it under his nominal control and 
giving him time to consolidate his strength in the rest of China than 
to invite Japan, by a policy of resistance, to sever North China com- 
pletely from Nanking and to follow a policy even more inimical to 
his interests. 

Respectfully yours, NELson TRUSLER JOHNSON 

Signed May 31, 1988, Foreign Relations, Japan, 1931-1941, vol. 1, p. 120.
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893.01 Manchuria/1006: Telegram 

The Secretary of State to the Ambassador in Japan (Grew) © 

WasuinerTon, February 23, 1934—2 p. m. 

21. New York Times February 22 carries a story dated Washington 
February 21 imputing an inclination on the part of the American 
Government to change its position with regard to recognition of 
“Manchukuo”. 

This story is evidently a synthetic newspaper fabrication. 
You may state to any inquirers that this question is not under con- 

sideration here and this Government’s position on this matter is in 
no way changed. 

Hoy 

761.94/709 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 691 Toxyo, February 23, 1934. 
[Received March 12. | 

Sir: Subsequent to the drafting of my despatch No. 690 of Febru- 
ary 22° the Foreign Minister had an important conversation with 
the Soviet Ambassador on that day and was able to report to the Diet 
in the afternoon that concrete progress had been made towards settle- 

ment of the fisheries dispute and that prospects for the sale of the 
Chinese Eastern Railway were definitely brighter. Today, February 
23, the Foreign Office has just announced that the following points 
were agreed upon at the conversation. It will be seen that these points 
apparently break the deadlock which has so long prevented a resump- 
tion of negotiations for the sale of the Chinese Eastern Railway. They 
seem to imply a definite improvement in the Soviet-Japanese situation 
and are as follows: 

1. The Soviet Government has agreed to reconsider its actions with 
regard to the yen—rouble exchange rate. 

2. The Soviet Ambassador expressed the desire of Moscow to resume 
negotiations for the sale of the North Manchuria Railway, and to com- 
pute the value of the line in yen rather than in roubles as heretofore. 

8. The Soviet Ambassador submitted certain terms for the release 
of the Russian prisoners being held by Manchukuo. These terms are 
acceptable to Japan and, on their approval by Manchukuo, the pris- 
oners will be released. What the terms are has not been made public. 

® American missions in Great Britain, China, Switzerland, France, Germany, 
Italy, and Portugal were similarly informed. 

®° Not printed.
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In commenting on this sudden favorable turn of events, it may be 
remarked that the manner in which the fisheries question arose sug- 
gests the possibility that the Soviet Government deliberately acted 
with the intention of securing a concession from the Japanese on the 
question of the sale of the Chinese Eastern Railway. The manoeuvre, 
if such it was, has apparently been successful, and, while it is perhaps 
premature to be confident that an early solution of these two problems 
is probable, nevertheless active negotiations are apparently in the 
offing. However, in the case of the Chinese Eastern Railway, it will 
be remembered that resumption of the negotiations will not in itself 

be reasonable cause for optimism as to their success.* .. . 

Respectfully yours, JosePH C. Grew 

893.00/12706 

Lhe Counselor of Legation in China (Peck) to the Secretary of State 

NanxIna, February 23, 1934. 
[Received March 24.] 

Sir: I have the honor to report that taking advantage of the pres- 
ence in Nanking of Marshal Chang Hsueh-liang, who was appointed 
on February 7, 1934, Vice Bandit Suppression Commissioner for the 
Provinces of Honan, Hupeh and Anhwei, I asked Marshal Chang for 
an appointment and called on him on February 22 at 11 a.m. Mar- 
shal Chang is living in the modern-style residence built by ex-Minister 
of Finance Mr. T. V. Soong on a commanding hill in the center of 
Nanking, called Peichiko. 

I had met Marshal Chang several times before I left the American 
Legation in 1926 and had seen him again here in Nanking following 
my arrival at this post in 1931. I had heard that his health was 
greatly improved by his breaking off certain drug addictions and by 
his recent tour in Europe, but was agreeably surprised by his physical 
fitness, mental alertness and personal charm. | 

There has been made in China a considerable effort to discredit 
Marshal Chang Hsueh-liang, because of his alleged lack of patriotism 
in failing to defend Manchuria against Japanese invasion. His de- 
fence of his action is said to be that he merely followed instructions 
received from General Chiang Kai-shek. I have heard arguments 
from Chinese officials both for and against Marshal Chang’s actions 
on and following September 18, 1931, when the Mukden Incident 

* See Despatch No. 659 of January 26, 1934. [Footnote in the original. ]
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occurred, but apparently the main factor in keeping Marshal Chang 
in the good graces of the National Government has been the esteem 
and friendship felt for him by Mr. T. V. Soong. However this may 
be, Marshal Chang and General Chiang Kai-shek had many con- 
ferences recently at Hangchow and, as already indicated, Marshal 
Chang has been given an appointment which constitutes him, in point 
of fact, one of the principal props of General Chiang Kai-shek in 

Central China. Many prophecies and conjectures have been based 
on this appointment as, for instance, that it was done for the purpose 
of removing the “Northeast Troops”, formerly under Marshal Chang’s 
command, from the Peiping area to Central China, with the second- 

ary object of enabling General Chiang Kai-shek to remove his own 

troops from Hupeh and Kiangsi for use against Canton. | 
On meeting Marshal Chang I was able to believe that General 

Chiang was influenced in giving Marshal Chang his present appoint- 

ment only by a feeling that Marshal Chang has qualities which will , 

make him a valuable support of the National Government and that 

no consideration of troop disposition necessarily entered into the 

decision. While the “Young Marshal” formerly derived his claim 

for consideration solely from the fact that he is the son of Marshal 

Chang Tso-lin, he impressed me as being able now to stand on his 

own feet as an intelligent and patriotic leader. 

My conversation with Marshal Chang Hsueh-liang naturally 

turned on his recent European tour. Prompted partly by observa- 

tions and questions from me, Marshal Chang made in regard to his 

trip comments which indicated that he had benefited very much from 

his experience. 

Marshal Chang said that it had been his desire, after returning to 

the Orient, to visit Japan, but he had been deterred by fear of the in- 

ferences which the Chinese public might draw from such a visit. He 

said that he had wished very much to go to Japan to try to find out 

for himself the political trend which the Japanese Government 1s 

following. He observed that the Japanese army is under the control 

of the younger class of officers. These young officers are full of 

daring ideas, but they have no outstanding leader, and consequently 

will be unable to carry out any consistent policy, although they will 

be able to influence strongly the conduct of internal and international 

policies. The result is that no one can foresee what policy the Jap- 

anese Government will follow, either internally or internationally. | 

The late Japanese Minister of War, General Araki, was toa great 

extent an exponent of the views of the younger Japanese officers, 

but they strongly condemn him for opposing the proposal to seize 

Eastern Siberia soon after the Mukden Incident, at a time when



54 FOREIGN RELATIONS, 1934, VOLUME III 

Soviet military preparations for defence were inadequate. On this 
account, Araki became so unpopular that when he resigned from his 
post of Minister of War and wished to remain in his official residence 
a few days, because of his bad health, the younger officers sent him an 
insolent demand that he and his family vacate the official residence 
immediately. 

Marshal Chang said that Japan presented some insolvable problems, 
e. g. how is Japan able to export its manufactures and sell them 
in almost every country in the world at prices lower than the cost 
of the raw materials of the same articles in those countries; how long 
will Japan be able to continue its efforts to create a fleet equal to 
that of the United States and an army equal to that of the Soviet 
Union ? : 
Marshal Chang said that he had met Mussolini twice and was greatly 

impressed by him. He had met Hitler once,“ and received the im- 
pression that Hitler, while an outstanding revolutionist, totally lacked 
the constructive and administrative ability of Mussolini. I men- 
tioned the observation that has been made that Lenin, Mussolini and 
Hitler owe the success of the political movements which they have 
conducted to the fact that in each case a nation apparently at the 
end of its resources has been shown a “way of salvation” and restora- 
tion to former greatness and I inquired whether Marshal Chang 
did not think that the military party in Japan was holding up a policy 
of military and continental expansion as the means of saving Japan, 
and whether that was not the source of the popular leadership which 
the military party in Japan seems to exercise. Marshal Chang said 
that the European leaders whom I had mentioned and also the polit- 
ical programs which they sponsored had risen from the people and 
culminated in governments; in Japan, on the other hand, political 
measures are sponsored by the Government, which seeks to impress 
such policies and measures on the people. In Japan, therefore, polit- 
ical policies have much less chance of receiving popular support. 

Judging from the number and type of persons waiting to see Marshal 
Chang at the time of my call, I should say that he is enjoying great 
popularity in the National capital. I was interested to see that his 
demeanor was courteous and democratic to everyone. 

I spoke to Marshal Chang about my colleague, Mr. Adams, Ameri- 
can Consul General at Hankow, and expressed the hope that Marshal 
Chang and Mr. Adams would become well acquainted. Marshal 
Chang reciprocated this hope. 

Very respectfully yours, Wirrys R. Peck 

“This seems to have been an error, according to the Consul General at 
Hankow (despatch No. 423, March 8, filed under 893.00/12720).
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111.22/72 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Hamilton) of a Conversation With the British Deputy 
Under Secretary of State for Foreign Affairs ( Wellesley)” 

[Lonpon, February 26, 1934. | 

I referred to the fact that when I was in Japan last October and 
early in February the question of Russo-Japanese relations had been 
very much to the fore. Sir Victor inquired whether I thought that 
an armed conflict between Soviet Russia and Japan was likely. I 
replied that, in my opinion, there existed fundamental differences be- 
tween Soviet Russia and Japan which made it possible, if not probable, 
that an armed conflict might break out at any time, but that I esti- 
mated that the chances of a war breaking out in the immediate or the 
near future were not more than thirty-five out of a hundred. Sir 
Victor referred to the fact that one could never tell what the Japanese 
military might do. He said that in the event of a war between Soviet 
Russia and Japan, he thought that Japan would be victorious. 

Sir Victor brought up the question of the recognition by the Powers 
of “Manchukuo”. He said that it seemed likely that Japan would 
proceed with the development of “Manchukuo”; that in the process 
of that development business and commercial opportunities would 
naturally be opened; and that it was almost inevitable that some Gov- 

ernment would recognize “Manchukuo” in order that its nationals 
might be given the opportunity to participate in these commercial 
possibilities. He wondered whether it was practicable or desirable 

' that Governments continue to estop their nationals from participating 
in the commercial development of “Manchukuo” by continuing to de- 
cline to accord recognition to “Manchukuo”. I said that, speaking 
entirely personally, I was ready to admit that, if “Manchukuo” con- 
tinued to exist as a fact for an indefinite number of years, recognition 
by the Powers of “Manchukuo” probably could not be held off forever. 
I added, however, that in my opinion the weight of evidence was 
strongly against the present recognition by the Powers of “Man- 
chukuo”. I referred to the interest of the American and British 
peoples in the peace movement and to the adoption by the League of 
Nations and by the American Government of a policy of non-recogni- 
tion of “Manchukuo”. I mentioned also the uncertainties connected 
with “Manchukuo”, including the question of the form of govern- 
ment of “Manchukuo”, the ultimate attitude that China might take 
toward “Manchukuo”, the possibility that Japan might annex “Man-_ . 

®@ Transmitted to the Department by Mr. Hamilton, upon his return to Wash- 
ington from London and the Far East, as an enclosure to his covering letter of 

March 10, 1934.



56 FOREIGN RELATIONS, 1934, VOLUME III 

chukuo”, and the critical situation existing between Japan and Soviet 
Russia, which, if it developed to the point of a war, might change 
the whole face of northeastern Asia. I said that I also did not be- 
lieve that any practical advantages of consequence would flow to 
the nationals of any country which might accord recognition to 

“Manchukuo.” 
I said that it seemed to me that Japan was determined to limit for- 

eign participation in the trade and commercial development of “Man- 
chukuo” to commodities and lines of business that Japan itself could 
not supply or take care of. Sir Victor said that of course neither the 
American nor the British Government could recognize “Manchukuo” 
for at least a number of years. He referred to the fact that recognition 
of “Manchukuo” by the American or by the British Government would 
probably result in an anti-British or anti-American boycott in China. 

Sir Victor inquired whether I had heard of any possible alignment 
between Germany and Japan. I said that I had not. We agreed that 
the fact that both countries wanted allies and that they both were 
somewhat isolated internationally at the present time might afford 
a basis for some sort of an alliance between them. 

I inquired whether the British Government had given any thought 
to the question of there being held a new conference to discuss the 
Washington Conference Nine Power Treaty in regard to China,® and 
the whole question of the Far East. Sir Victor said that the idea of 
such a conference filled him with horror; that he did not see that 
anything could be discussed to advantage at this time; and that he 
was strongly opposed to conferences unless there had been preliminary 
work sufficient to insure the success of the conference. 

Sir Victor inquired whether I thought that Japan had it in mind 
to expand to the south to the Philippine Islands and to the Straits. 
I replied that it was very difficult to say what Japan had in mind but 
that I personally believed that, under present conditions in Japan and 
in the light of the present attitude and mind of the Japanese military, 

Japan would, in case the United States should now withdraw definitely 
from the Philippine Islands, take over possession of those islands 

within five or ten years. 
Sir Victor mentioned the serious nature of the competition that 

British interests were facing from Japanese products. 

Sir Victor inquired whether I thought that Communism in China 

represented a real menace. I replied that it seemed to me that it was 

entirely possible that the so-called Communistic movement might de- 
velop to the point where it would take over control of the Government. 

Sir Victor referred to general conditions in China and said that it 

seemed to him that amid the continuing civil wars and disorders 

® Signed February 6, 1922, Foreign Relations, 1922, vol. I, p. 276.
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China was making some actual progress. In this connection I men- 
tioned a statement made to me by a Chinese professor to the effect that 
the present officials of China were probably just as grasping and un- 
principled as their predecessors but that the impact of the West forced 
the present officials to inaugurate and carry out definite improvements 
such as the building of new roads and highways, the installation of 
sewerage and lighting systems, and harbor development. 

In closing the conversation, I referred to the fact that in connection 
with Far Eastern problems of mutual interest we found it helpful 
to confer with the British Foreign Office. I expressed the hope that 
the British Foreign Office would continue to discuss such matters with 
American representatives. Sir Victor said that he entirely agreed 
that such consultation was helpful, and that in his opinion it was very 
important. He said that he was very much in favor of personal con- 
versations, which, in his view, were much more likely to be productive 
of good results than attempting to discuss questions entirely by means 
of telegraphic or written communications. He said that unless there 
were in the British Embassy at Washington and in the American 
Embassy at London officers familiar with the complicated and difficult 
questions arising in the Far East, 1t was very difficult for those officers 
to present matters adequately to the respective Foreign Offices. 

Sir Victor asked that I convey his regards to Mr. Hornbeck. 

861.77 Chinese Eastern/1297 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Pripinc, February 27, 1934—noon. 
[Received February 27—2:22 a. m.| 

101. The following telegram has been received from the Consul 
General at Harbin. 

“February 26,4 p.m. Engineer Kalina and other five railway 
prisoners released on February 24th, and expected soon to go to 
Russia. Their places on railway has been taken by other Soviet 
Russians. Presumed that Tokyo conference will be resumed and 
that Soviet Russia will sell railway thereby commencing end of 
Russian influence in North Manchuria.|[”’ | 

JOHNSON 

893.01 Manchuria/1014 : Telegram 

The Secretary of State to the Chargé in Great Britain (Atherton) 

WaAsHINGTON, February 27, 1934—2 p. m. 

67. Department notes that in House of Commons on January 31, 
in reply to a question whether there has been any change in the atti-
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tude of the British Government towards the new state of Manchukuo, 
Sir John Simon “ replied “No”. 

In view of current newspaper stories misrepresenting the attitude 
of the American Government with regard to the question of non- 
recognition, you should inform the Foreign Office that the American 
Government’s position in regard to that matter is in no way changed 
and that the Secretary of State has so replied to questions put in 
press conferences. 

Ho 

851.503193 Manchuria/22 

The Ambassador in France (Straus) to the Secretary of State 

No. 665 Paris, February 27, 1934. 
[Received March 7. ] 

Str: I have the honor to refer to the Embassy’s despatch No. 685 
of February 15, 1934, and to report that the French Minister for 
Foreign Affairs recently replied to a written question of a deputy 
inquiring if measures had been taken by the French Government to 
insure the respect of the rights of French shareholders of the “Banque 
Russo-Asiatique” in the Chinese Eastern Railway. The following 1s 
a translation of the reply of the Minister, which is published on page 
665 of the Journal Officiel of February 28, 1934: 

“As soon as it had been made aware of the conversations between 
the authorities of Manchuria and the Government of the U.S. S. R., 
the Minister for Foreign Affairs took steps with a view to safeguard- 
ing the French interests affected. Our Ambassadors in Moscow and 
in Tokyo were invited to recall to the Governments of Japan and the 
Soviets that French interests of a private character were concerned 
in the question. Our Minister in China communicated with the Nan- 
king Government with respect to these démarches. Finally, our rep- 
resentatives accredited to the six signatory powers, with France and 
with Japan, of the resolution No. 13 of the Washington Conference, 
dated February 14 [4], 1922,” and relative to the protection of the 
foreign claimants of the Chinese Eastern Railway, have received 
instructions to make known to the Governments to which they are 
respectively accredited the attitude adopted in this matter by the 
Government of the Republic.” 

Respectfully yours, For the Ambassador: 
THeEoporE Marriner 

Counselor of Embassy 

“ British Secretary of State for Foreign Affairs. 
* The Department in its telegram No. 70, February 28, 1934, 5 p. m. (893.01 

Manchuria/1016) instructed the Chargé in Great Britain to link the first and 
second paragraphs of this instruction and to state “that you are doing so under 
express instruction.” 

Not printed. 
* Foreign Relations, 1922, vol. 1, p. 298.
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893.01 Manchuria/1040 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 564 Bern, February 28, 1934. 
[Received March 17. | 

Sir: I have the honor to enclose herewith a translation ® of a brief 
notice which appeared in the Deutsches Nachrichtenbtiro of February 
21, 1934, to the effect that the Washington administration was consid- 

ering recognition of “Manchukuo”. 
In this connection I received a visit this morning from Mr. Daitz, 

the head of the Foreign Political Office of the Nazi Party, who came 
to see me expressly for the purpose of urging that course of action. 
Mr. Daitz based his argument on the necessity for developing German 
exports, a process which he considered would be greatly facilitated, 
as far as “Manchukuo” was concerned, by recognition on the part 
of Germany. 

It so happened that a member of the Embassy staff had occasion, 
shortly afterwards, casually to meet Mr. Meyer, Head of the Oriental 
Division of the German Foreign Office. The views of this official on 
the subject of “Manchukuo” were conveyed in the Embassy’s confi- 

dential despatch No. 483 of January 30, 1934. The question was, how- 
ever, again broached to him with a view to ascertaining whether any 
change of attitude in the Foreign Office had since occurred. Mr. 
Meyer replied that though he supposed that recognition of “Man- 
chukuo” by Germany might in the course of time well come about, 
especially in view of the friendly sentiments entertained in his country 
for Japan, yet he expressed no concern whatsoever in regard thereto. 

The information contained in despatch No. 483 is, therefore, appar- 
ently not modified by Mr. Daitz’ visit. Perhaps his views may be 
personal ones looking towards the possibilities of special business; 
possibly the Party organs are more exercised over the “Manchukuo” 
question than the Foreign Office. It may also well be that the Japa- 
nese considered that their persuasive powers would be better spent on 
the Nazi Party organs than on the Foreign Office. 

Respectfully yours, Wituiam E. Dopp 

893.01 Manchuria/1017 : Telegram 

Mr. Hsieh Chieh-shih to the Secretary of State 

Hsin xine, March 1, 1934. 
[ Received 2: 20 a. m.] 

Sir: I have honour to inform you hereby that in this State 
Manchoukuo His Excellency Mister Pu Yi, Chief Executive, has on 

* Not printed. 
748408—50—VOL. 111--——-10
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this date, namely, first date of March, first year of Kangte or 1934, 
acceded to Throne as Emperor of Manchoutikuo, Manchou Empire, 
and that monarchical regime has been established. I avail myself 
of this occasion to declare that this Government earnestly desires 
relations between Your Excellency’s nation and this nation to develop 
most favourably in future. 

Respectfully yours, Hsien CHIEHn-SHIH 
| Minister for Foreign Affairs, 

Manchoutikuo 

893.01 Manchuria/1033 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

: [Wasuineron,] March 3, 1934. 

After discussion of the question of Chinese Legations and Embas- 
sles (see separate memorandum of today’s date ®), the Italian Ambas- 
sador inquired whether he might ask an “indiscreet question”: he 
said that it was well known that his Government has in no way 

deviated from its earlier position with regard to Manchuria, that 
of “non-recognition”; he would like to know what the American 
Government thinks about this question in connection with recent 
developments in the Far East. 

I replied that we had noted that a question was raised in Rome re- 
cently and that the Italian Foreign Office had stated that there was no 
change in its position; and that we had also noted that the question 
had been raised in the British House of Commons and the Secretary 
of State for Foreign Affairs, Sir John Simon, had replied there was 
no change in the British Government’s position. I continued to the 
effect that the Ambassador had doubtless noticed the statements made 
in the press here during the past few days, especially the statements 
that there has been no change in this Government’s position—which 
statement is a correct one. The Ambassador said that he understood 
perfectly that there was no change in our position. He wondered, 
however, whether the coronation of the new emperor in any way 
alters the general situation. There followed some discussion in the 
course of which I took occasion to remark that the question of recog- 
nition can be considered from two different angles of approach: on 

| the one hand there are the non-recognition declarations and resolu- 
tions; on the other hand there are, irrespective of these, those con- 
siderations which are usually taken into account when a new political 
entity appears in quest of recognition. I raised the question whether 

*° Post, p. 535. |
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“Manchoutikuo” can really be regarded as de facto a “sovereign and 

independent state”. 
There ensued some discussion of the general problem of coordina- 

tion of policy and cooperation in courses of action in reference to 
common interests, rights, obligations and objectives. 

S[rantey]| K. H[ornpecx | 

893.01 Manchuria/1019 : Telegram 

The Secretary of State to the Chargé in Guatemala (Lawton) ” 

Wasuineoton, March 5, 1934—5 p. m. 

16. Your telegram No. 20, March 2, 4 p.m.” You may inform the 
Minister for Foreign Affairs orally that the Department has received 
a similar telegram, that the American Government’s policy of non- 
recognition of Manchukuo remains unchanged and that all messages 
received here from that source are filed without acknowledgment. 

Hoy 

893.01 Manchuria/1027 

The Chinese Chargé (Yung Kwai) to the Secretary of State 

Wasuineton, March 6, 1934. 

Sir: I have the honor to inform you that I am instructed by my 
Government to deliver to your an official translation of a statement 
issued by the Minister of Foreign Affairs at Nanking on Pu Yi’s 
enthronement, which is herewith enclosed. 

Accept [ete. | Yune Kwal 

[Enclosure] 

Oficial Translation of a Statement Issued by the Minister of Foreign 
Affairs at Nanking Dated March 5, 1934 

The assumption of imperial title by Pu Yi another act of high 
treason against the Chinese Republic has long been heralded and is 

arousing nation-wide indignation in this country. 
However as we look at the situation the status of the Three Eastern 

Provinces and Jehol is no other than that of illegal military occupa- 
tion while Pu Yi and other members of his theatrical troupe are mere 
puppets controlled by their masters and have no independent per- 
sonality. Whether Pu Yi’s name be “Chief Executive” or “Emperor” 

Similar telegrams were sent to the American missions in Ecuador, Nicaragua, 
and Honduras. 

7 Not printed.
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or whether his illegal regime be “republican” or “monarchial” does 
not affect in the least the inherent nature of the puppet the changes 
being mere shifts in the role the puppet plays. Looking from this 
angle one need not be greatly surprised at all at the farcical comedy 
that is being enacted in Changchun. 

China’s attitude towards the puppet regime has always been the 
same and shall remain so notwithstanding any change in the appear- 
ance of the puppet. The same may be said of European and Ameri- 
can powers with whom the principle of non-recognition of “Man- 
chukuo” has become an ironclad law of international morality any 
deviation from or violation of which will surely reflect on the inter- 
national personality of the State concerned. 

By this latest act in Changchun the gravity of the Far Eastern 

problem will undoubtedly be further heightened while international 
rivalries and complications in the Far East will be further increased 
all pointing to one condition namely increasing insecurity in world 
peace. This is most deplorable but the world will know where the 
responsibility lies. 

151.096/265 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 6, 1934—4 p. m. 
[Received March 6—4: 14 a. m. | 

42. The Third Secretary of the “Manchukuo” Legation in Tokyo, 
Mr. Pei-Heng, who also calls himself Frank Ma, called this morning 
to request a visa to permit him to travel to the Philippines on a 
nonpolitical mission, He explained that he wishes to accompany 
some Japanese to Manila where they will meet certain Chinese whom 
they wish to persuade to refrain from opposing the entry of “Man- 
chukuo” athletes in the Far Eastern Olympic games. The Embassy 
referred him to the Consulate General which will communicate with 
the Department regarding the visa. 

Mr. Ma has also applied to the Dutch Legation for a visa to permit 
his entry into the Dutch East Indies and the Legation has cabled 
Holland for instructions. 

GREW 

8621.01 /286 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 698 Toxyo, March 7, 1934. 
[Received March 24. ] 

Sir: I have the honor to quote here below statements made in the 
present session of the Diet in regard to the Japanese Mandate Islands.
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Since Japan’s notice of intention to withdraw from the League of 
Nations was made, no little perturbation has been evidenced in various 
Japanese quarters over the possibility that a demand might be made 
by the League for a relinquishment of the mandate. This possibility 
seems to be one of the factors in the much discussed “crisis of 1935-36”, 
at which time Japan’s withdrawal from the League will become 

effective. 
The statements quoted are comprehensive and categorical. They 

require no comment. The first quotation is from an interpellation by 
Mr. Yoshizawa, former Foreign Minister, in the House of Peers on 
January 31st: 

“IT may be permitted to express my firm conviction that even after 
March 27, 1935, the day on which Japan’s withdrawal from the 
League of Nations becomes effective, no change whatever will take 
place in regard to Japan’s administration over the Mandate Islands. 
But what attitude the Powers will take and what they will say 
cannot be taken for granted. But in the remote event that the Powers 
should question Japan’s status in the Mandate Islands, Japan, stand- 
ing on a solid legal basis, would refuse to accede to any demand.” 

Answering this interpellation Mr. Hirota, the Foreign Minister, 
stated : 

“The Mandate Islands which should naturally have become Japa- 
nese territory were obtained under mandate because of the circum- 
stances at Versailles. That Japan should lose her rights because of 
withdrawal from the League is untenable.” . 

On February 6, Mr. Mamoru Kishi, a Minseito member from 
Shizuoka Prefecture, stated in the House of Representatives: 

“There is not the slightest doubt but that the sovereignty of these 
Mandate Islands rests with Japan. (applause). Japan has faith- 
fully carried out its mandatory responsibilities up to the present. 
Rumors are current that Japan is secretly constructing military bases 
in these islands, but these stories are absolutely without founda- 
tion. . . .” In view of the fact that the sovereignty of these islands 
rests with Japan, there is no reason why Japan should abandon its 
mandatory administration even though she resigns from the League. 
Nor is there legal, moral or political reason why the League or any 
other country should deprive Japan of these islands. In the remote 
event that Japan should be confrented by a demand for the return of 
the islands, the demand should be flatly rejected. What is the Govern- 
ment’s opinion concerning this matter?” 

In the absence of the Foreign Minister, Mr. Taki, Parliamentary 
Vice-Minister for Foreign Affairs, stated : 

“As regards the question of Japanese administration over the Man- 
date Islands, the Government has already formulated its basic policies 

“ Omission indicated in the original despatch.
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and is firmly resolved to carry them out. JI am rather surprised that 
Mr. Kishi has brought up this question at the present time. (ap- 
plause)”’. 

On February 21, Baron Takehiko Sonoda stated in the House of 
Peers: 

“As regards the question of administration of the Mandate Islands, 
the Minister for Foreign Affairs has simply and clearly stated that 
the matter is not one with which foreign countries may interfere. 
But I would state that the matter is not so simple as that. At the 
time the Japanese Government decided to withdraw from the League 
of Nations, the Japanese navy issued a statement, in the form of an 
interview, announcing that Japan would resort to arms before re- 
linquishing the Mandate Islands. Why did not the Minister for 
Foreign Affairs publish a statement before the world declaring that 
the Mandate Islands are Japanese possessions viewed from any stand- 
point? From a common-sense viewpoint, the word “mandate” is 
interpretable as “intrusted”. Consequently the impression may be 
gained that such “mandate” may be cancelled. Is it possible to say 
that this question will not be referred to the International Court of 
Justice? And is there not therefore danger that the years 1935-36 
may witness the issue of a grave situation ?” 

The Foreign Minister, Mr. Hirota, stated in reply: : 

“T have already made a definite statement before this House in re- 
gard to the matter of the Japanese Mandate Islands. The views of 
the Japanese Government are according to my statement on that oc- 
casion. Therefore I am convinced that this matter will not create a 
problem in the future. Baron Sonoda asked why the Japanese Gov- 
ernment has not made it clear that the Islands are Japanese territory. 
In regard to this point the views of the Government differ consider- 
ably from those of Baron Sonoda. 

“The views of the Japanese Government are as follows: With re- 
gard to the mandatory administration over the South Seas Islands, 
Japan, in accordance with a resolution adopted by the Allied Powers 
and by the principal Central Powers, obtained the status of manda- 
tory administrator over these islands.”* Even though Japan with- 
draws from the League of Nations, she will still maintain the status 
of mandatory administrator. This in no way means that these is- 
lands are Japanese territory. The mandate which Japan holds merely 
means that (these islands) are treated as a part of Japan. I believe 
that it is impossible for me to declare that these islands are Japan’s 
territories and therefore different from what is regarded as mandated 
territories. Consequently, I am of the opinion that even after Japan’s 
withdrawal from the League, the Japanese Government should con- 
tinue to carry out, as heretofore, various measures relating to manda- 
tory administration and should, as heretofore, send reports on its 
mandatory administration to the Mandate Administration Committee 
of the League of Nations. 

“As regards the anxiety that a problem may arise over the Japanese 
mandatory administration in the future, I am certain that no such 

8 Decision of the Council of Four at Paris, May 7, 1919, 4:15 p. m. (IC-181G), 
Foreign Relations, Paris Peace Conference, vol. v, pp. 506, 508.
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problem will arise as far as Japan is concerned. However, inasmuch 
as foreign countries exist, I cannot say definitely that other countries 
will not make a problem of the Japanese mandatory administration. 
But I hold that no matter what situation may arise and no matter what 
the circumstances, the capacity of Japan as mandatory administrator 
over the South Seas Islands remains unshakable. 

“Regarding the fear that the Japanese mandatory administration 
question may be referred to the International Court of Justice, I 
would point out that even if such a situation does arise the status of 
Japan as mandatory administrator is not a matter to be dealt with 
from a legal and judicial viewpoint. As I have stated definitely in 
this House on a previous occasion, Japan’s status as mandate admin- 
istrator is the result of discussions among the Allied Powers and the 
principal Central Powers, and is not the result of the provisions in 
regard to mandatory administration of the League of Nations. In 
the strength of this conviction, Japan is ready to reject flatly any 
proposal to refer the question of Japanese mandates to the Interna- 
tional Court of Justice. As for the fear that this problem may assume 
serious dimensions in the future, I think it quite sufficient for me to 
announce that this Government’s view is that no such situation will 
arise”. 

Further interpellations may be made in regard to the Mandate 
Islands during the present session of the Diet, but it does not appear 
that Japan’s attitude toward these islands can be set forth more defi- 

nitely than has been done by the Foreign Minister as quoted above. 
Respectfully yours, JosePH C. Grew 

151.096/265 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, March 8, 19384—5 p. m. 

27. Your telegram No. 42, March 6, 4 p. m.; also the Consulate 
General’s March 6, 4 p. m.” 

1. In view of the fact that Mr. Pei Heng alias Frank Ma resides in 
Japan as an official of the Manchukuo régime and as the purpose of 
his visit to the Philippine Islands in company with certain Japanese 
would be to discuss with aliens resident in the Philippine Islands a 
matter which would involve discussion of a controversial political 
question, the Department does not desire that a visa be granted to 
him. If you feel that any explanation of refusal of visa in this case 
is required, you may make use of the above and may in addition refer 
to the fact that the Manchukuo authorities have refused entry into 
Manchuria of at least two American citizens, Mr. John B. Powell ™ 
and Mr. Upton Close.”¢ 

“Latter not printed. 
® Managing editor, China Weekly Review at Shanghai; special correspondent, 

Chicago Tribune. 

“Pen name of Josef Washington Hall, author, lecturer, and traveler.
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. 2. For your own information it may be stated that the Department, 
in a previous case which arose in October last year, outlined to the 
Consul General at Mukden the procedure which should be followed 
by a person of the Chinese race in Manchuria who wishes to visit 
American territory. The procedure authorized was that established 
by Note 18, Section 361 of the Consular Regulations provided the 
applicant presents a Section 6 certificate issued by the “Chief of the 
Bureau of Public Safety of Mukden” referred to in Note 11, Section 
368 of the Consular Regulations. This procedure was not however 
to be regarded as a precedent, and the Department instructed that each 
similar future case be referred to it for instruction. 

8. Inform Garrels ™ for his guidance. 

4. Send to Peiping and Mukden by safe means copies of the tele- 
grams under reference and of this reply. 

HvULn 

761.94/714 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 700 Toxyo, March 8, 1934. 
[Received March 24. | 

Sir: A renewed* source of friction between Japan and the Soviet 
Union has recently come to light with the publication of reports that 
Japanese planes have illegally flown over Siberian territory and that 
Soviet planes have similarly crossed the Korean and “Manchukuo” 
border on several occasions. A brief account of this development 
was included in the Embassy’s Monthly Political Report for Febru- 
ary.”® There is nothing further to report on the matter to date save 
that the Assistant Military Attaché of the Embassy conversed with 
one of the secretaries of the Minister of War and with the Soviet 
Military Attaché in an effort to ascertain the facts behind the news- 
paper reports. While both officials confirmed that Japanese aero- 
planes had been fired at along the Kirin-Siberian border, the Soviet 
Military Attaché implied that reports of trespassing on the part of 
Soviet planes were merely propaganda in reply to Soviet charges of 
trespassing against Japan. It may be noted that the Secretary to 
the Minister of War ventured the opinion that these recent incidents 
would not be likely to increase the tension between the two countries 
and that the Soviet Military Attaché seemed inclined to believe that 

“ Arthur Garrels, Consul General at Tokyo. 
* Hmbassy’s despatch No. 593, November 18, 19388 and telegram No. 175 of 

November 12, 6 p. m., 1933. [Footnote in the original. For despatch No. 593, 
see Foreign Relations, 1933, vol. 111, p. 458; telegram No. 175 not printed.] 

® Not printed.
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war between Japan and Soviet Russia would not break out in the com- 
ing spring or summer. ‘There seems no reason to regard these state- 
ments as other than sincere expressions of opinion on the part of officials 

who should be well-informed by virtue of their positions. 
Another minor irritant in the making is seen in the filing of a suit 

by the Nippon Can Manufacturing Company against the Soviet Trade 
Representation in the Tokyo Local Court. The suit is filed, accord- 
ing to the Japan Advertiser, because the Soviet body refused to take 
delivery of 25,000 cases of cans shipped about the end of last year. 
It is said that the Company has prevailed on its two chief competitors, 
Hokkai Can and Toyo Can, to join a boycott against the Soviet Union 
which customarily imports over 100,000 cases of cans each year for 
canneries which are in competition apparently with the Japanese 
fishing and canning interests. 

The controversy over the auction + of fishing lots has apparently 
entered a phase of somewhat dilatory negotiations. After several 

delays another auction was held on March 5 for additional lots but | 
since there has as yet been no agreement as to the exchange rate for 

Japanese bidders, there: were no Japanese bids and the auction was 
a farce. Ifa report from Vladivostok may be credited, the Soviets 
are not eager to dispense with Japanese rental payments for it was 
announced that the bids obtained from Soviet sources would be sealed © 
and retained until still another auction has been arranged. The Jap- 
anese insistence on the exchange rate of the Shidehara-Troyanowsky 
agreement (82.5 sen per ruble) remains unmodified while the Soviets 
still hold out for an upward revision of the rate. 

The question of the sale of the Chinese Eastern Railway is the 
subject of considerable speculation at the present time since the re- 
lease on February 24 of the detained Soviet officials has made possible 
the resumption of negotiations. It is probable that negotiations are 
already under way between the Soviet Ambassador and the Foreign 
Minister, but the Embassy is not yet in a position to report the facts 
of the matter. On March 7 the Foreign Office spokesman stated that 
strict secrecy would be maintained during the negotiations and inti- 
mated that progress had already been made. On the preceding day 
at a reception at the Soviet Embassy the Soviet Ambassador volun- 
teered that he would soon get in touch with me to apprise me of the 
latest developments. It may be remarked that the Foreign Minister 
has, in practice, apparently dispensed entirely with the fiction that 
the railway question was purely a matter for negotiation between 
Soviet Russia and “Manchukuo”. 

It may perhaps be of interest to the Department to hear an hypoth- 
esis advanced to me by the Turkish Chargé d’Affaires on February 

* Embassy’s despatch No. 691 of February 23, 1934. [Footnote in the original. ]
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26 during the course of a conversation on the general situation. Nebil 
Bey asserted that he knows the Minister of War, General Hayashi, 
well, that the latter told him that Japan could never feel at ease so 
long as there were Russian troops and aeroplanes in Eastern Siberia 
and that this threat would have to be definitely eliminated. Nebil 
Bey thinks that the danger of a war with Soviet Russia was much 
less under Araki who is more a theorist and a dreamer than a man of 
action, but that Hayashi is distinctly a man of action and that only 
the restraining influence of Hirota and other pacifist influences pre- 

vent an early attack. The American recognition of Soviet Russia he 
considers a restraining factor because the Japanese do not know what 
America would do in case of war and a neutrality benevolent to the 
Soviets might be serious to Japan. 

It is apparent that only close personal association could substantiate 
or invalidate the above estimate of General Hayashi together with 
its implications, and the Embassy is thus far unable to evaluate 
authoritatively Nebil Bey’s opinion although the Military Attaché 
is making every effort to obtain information on this precise matter. 
It will be remembered, however, that at the time of the Mukden 
Incident of September 18, 1931, General Hayashi, then commander of 

the Korean Garrison, did not await orders from headquarters but 
immediately and on his own initiative despatched troops across the 
border. To comment further on the hypothesis that an attack on 
Soviet Russia might be possible during General Hayashi’s tenure of 
office, I have reported several times that the Japanese are genuinely 
alarmed at the strength of the Soviet air base at Vladivostok and I 
have also noted on several occasions the Japanese tendency to adopt 
the method of attack as the best defence. It would not be at variance 
with the present day Japanese concept of “self-defence” for a 
Japanese force to attempt the removal of this menace. 

In comment on the above statements I feel obliged to point out that 
the hypothesis advanced by the Turkish Chargé d’Affaires stands or 

falls on his understanding of General Hayashi and that the ordinary 

fallibility of personal judgments is in this case heightened by differ- 

ences of race and psychology. I am more inclined, in fact, to con- 

cur with the view recently expressed by the Counselor of the German 

Embassy to a member of my staff to the effect that there would be no 

clash this spring, although the Japanese and the Soviets would ulti- 
mately, of course, have to come to terms and agree definitely on the 

basis on which they would live as neighbors. It is, moreover, inter- 

esting to note that this official, who has a background of many years 

experience in Japan, views the future of “Manchukuo” largely as a 
function of Soviet-Japanese relations. In other .words, while he 

recognizes that China has been eliminated from the Manchurian
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problem, he seems to feel that no such settlement has been reached 
with regard to Soviet Russia over Manchuria and that the determin- 
ing factor for the future of the new “Manchukuo” Empire is the 
relationship between Japan and Soviet Russia. Proceeding further, 
he stated that the Soviets always had the idea of world revolution in 
mind, that they were constantly getting stronger from a technical 
viewpoint at least, and, propaganda having failed, they would try to 
foment difficulties for capitalistic nations through economic, political, 
and even military action. For this reason it seemed almost impossi- 
ble to him for the Communists to come to any honest working agree- 
ment of a permanent nature with Japan as to policies in the Far East. 

In summing up the situation as it now appears, I believe that certain 
pacific influences which I outlined in my despatch No. 670 of Febru- 
ary 8 are still operative, that they have enhanced the possibility of 
avoiding war with the Soviets, and that tension has decreased per- 

ceptibly in the last several weeks. I nevertheless feel that the concrete 
achievements to date in adjusting Soviet-Japanese controversies have 
been largely the work of one man, the Foreign Minister, and that fur- 
ther successful steps may possibly depend on his continuance in office. 
At the same time I do not believe that his efforts have thus far affected 
the underlying and deep-rooted difficulties and that consequently, with 
regard to the long term outlook, I am not yet inclined to modify my 
view that the possibility of an eventual war between the two countries 
still exists. 

Respectfully yours, JosePH C. GREW 

Postscript March 9, 1934. 

Late this morning, after the foregoing despatch had been typed for 
forwarding to the Department in the pouch which leaves tomorrow 
morning, the Soviet Ambassador came to call on me. We talked for 
over an hour and since I believe that the substance of his remarks 
should be submitted to the Department at the earliest moment, I have 
the honor to transmit a necessarily hurried memorandum of the con- 
versation as an enclosure to this despatch. | 

[Enclosure] 

Memorandum by the Ambassador in Japan (Grew) 

[Toxyo,| March 9, 1934. 

During a long conversation today with the Soviet Ambassador, Mr. 
Youreneff, he first told me the present status of the negotiations for 

the sale of the Chinese Eastern Railway: these negotiations are still 
confined to pourparlers between the Minister for Foreign Affairs and
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himself, the general conference not having yet reconvened. ‘These 
pourparlers have taken the form of bargaining pure and simple, each 
side naturally wishing to win a success—especially Mr. Hirota, who 
will have difficulty in satisfying Japanese public opinion. In brief 

the situation is as follows: 
The Soviet Government places the negotiations in two categories. 

the first comprising (1) liquidation of the Russian personnel of the 
railway and (2) “Manchukuo” assumption of the railway’s debt, and 
the second category comprising the actual sale of the railway itself. 
For the liquidation of the personnel the Soviet Government will ex- 
pect an amount of between nine and ten million yen. The approxi- 
mate amount of the debt he did not tell me. With regard to the price 
for the railway, the “Manchukuo” authorities have not moved from 
their original offer of fifty million yen. The Soviet demand which 

was originally placed at two hundred and fifty million rubles was 
later reduced to two hundred million rubles. In order to convenience 
the Japanese, the Soviet Government had subsequently agreed to re- 
ceive 50% of the total amount in merchandise and of the other 50%, 
15% would be paid immediately on signature in yen and the remain- 
ing 35% would be paid within three years by the “Manchukuo” Gov- 
ernment. The final figure to be agreed upon would be a global amount. 

| Bargaining with regard to the type of merchandise to be received 
is now going on, the Japanese desiring to make as favorable a deal in 
this respect as possible. 

I asked the Ambassador whether he was optimistic as to an eventual 
favorable outcome of the negotiations. In reply he made the signifi- 
cant remark: “An agreement will be reached if the Japanese wish to 
avoid war with Soviet Russia”. I said to him: “That remark could 

be interpreted as meaning that if the Japanese do not come to terms 
the Soviet Union will declare war”. He replied that this was not his 
meaning and that what he wished to convey was that if an agreement 
for the sale of the railway should not be reached, this fact would be a 
significant indication that the Japanese intended to bring about a war 
and would use the failure of the negotiations as an excuse to satisfy 
public opinion in Japan as to the reasons for such a war. ‘They had 
already given their hand away in the documents published, to the 
effect that they would take the railway anyway, whether the negotia- 

tions succeeded or not. | 
I then asked Mr. Youreneff whether he was optimistic that war 

would be avoided. He said that it was important to be optimistic and 
implied that he had to be very careful to take such a position because 
at a given moment the Japanese Government might publish his 
pourparlers with Hirota over the railroad and that his attitude as 
then revealed might be an important element in the situation. In



THE FAR EASTERN CRISIS 71 

spite of this statement he gave me the distinct impression that he was 
far from optimistic with regard to the future. He said that a meeting 
of the principal generals of division will take place in Tokyo some time 
this month* and that the pros and cons of an attack on Soviet Russia 
will be thoroughly discussed at that time. He alluded to the signifi- 
cant fact that a similar meeting of generals had taken place shortly : 
before the outbreak of the Manchurian adventure in September 1931. 
He said that Hayashi has constantly worked against Soviet Russia, 
particularly in Sinkiang, and that while it is very difficult to get a 
precise line on his present attitude, there seems to be no good reason 
to credit him with peaceful intentions. 

Mr. Youreneff repeated what he has frequently said to me before 
that the Soviet Union is fully prepared for all eventualities and is 
strongly fortified both in Vladivostok and along the Siberian border. 
The double tracking of the trans-Siberian railway has been carried on 
steadily throughout the winter in spite of the intense cold. If the 
Japanese should attack, they could of course pour immense forces 
into Manchuria and might be able to take Vladivostok and the adjacent 
portion of Eastern Siberia, but further operations would entail ex- 

tending and weakening their lines of communication, and little by 
little the Soviets could pour more and more troops into that region. 
If war should commence, it would not stop until one side or the other 
was completely exhausted, and it would take a long time to exhaust 
the almost unlimited power of the Soviets. Japan’s navy, he said, is 
of course incomparably stronger than the Russian navy but the Rus- 
sian fleet of submarines at Vladivostok is very strong and the sinking 
of a Japanese battleship or two would have immense significance and 
would alter the whole situation in the Far East. He said furthermore 
that while the Soviet measures were now purely defensive in character, 
if war should break out these measures would immediately become 
offensive, and unless Japan should quickly win an outstanding victory 
the Soviets would be able to occupy part or all of Manchuria, espe- 
cially, he said as at least. 100,000 of the present troops of “Manchukuo” 
would support the Soviet arms and might turn the whole tide of the 
operations. 

I said to the Ambassador that most of the foreign military experts 
in Tokyo believe that the Japanese army will reach the zenith of its 
combat efficiency in 1985 and that, if war is intended, the spring of 
1935 will be the most likely moment for attack. The Ambassador 
replied that while nobody could foresee a precise date, he thought it 

* This meeting of division commanders is scheduled to meet in Tokyo on March 
26 and to last for five days. It is not an annual meeting but is said to be cus- 
culetahy after the appointment of a new Minister of War. [Footnote in the
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more likely that such an attack would occur this spring, at any time 
after the coming meeting of Japanese generals, because they realize 
that time is constantly telling in favor of the Russian forces. He 
seems firmly convinced that the final decision will be taken at this 
coming meeting of high Japanese military officers. He agreed with 
me that important pacific influences are at work in Japan, including 
the Emperor, Prince Saionji, Count Makino, a considerable body of 
liberal opinion, and especially Hirota, but he added that in the last 
analysis the decision would lie with the military. 

In further conversation Mr. Youreneff spoke of the situation in 
Sinkiang where the Chinese troops which had been repatriated by 
Soviet Russia had been victorious over troops backed by the British. 
He believes that the Japanese are steadily working in China to foment 

further disruption. He thinks that the Japanese are convinced that 
the United States is backing China, especially in its aircraft develop- 
ment, and he smiled rather cynically when I stated my belief that war 

between Japan and the United States is unthinkable. He asked me 
many questions with regard to our intentions concerning the further 
fortification of the Philippines, Guam, etc. He also said that ac- 
cording to his information England is showing a distinct pro-Japanese 
tendency, and he gave me the impression without stating it openly 
that he believes that England is trying to foment war between Soviet 
Russia and Japan. On the other hand he said that England is in a 
very difficult position because she has good reason to be afraid of 
Japan becoming too strong. On the whole he agreed that the political 
situation is rather nebulous, although he finds that international in- 
trigue is constantly working throughout the Far East. 

J [oserH | C. G[REw | 

893.01 Manchuria/1066 

The Consul General at Mukden (Myers) to the Minister in China 
(Johnson) ® 

No. 903 Mvxven, March 10, 1934. 

Sir: Referring to my despatch No. 902, of March 9, 1934 ® in re- 
gard to the enthronement of P’u Yi as Emperor of “Manchutikuo”, 
I have the honor to enclose herewith a copy of a letter, dated March 
1, 1934 ®° (just received), from the Director of the Bureau of Infor- 
mation and Publicity, Department of Foreign Affairs, Hsinking, 
transmitting a copy of the Foreign Minister’s telegraphic communi- 

cation despatched to all foreign powers on March 1, 19384,* and a copy 

® Copy transmitted to the Department by the Consul General in his unnumbered 
despatch of March 10; received April 4. 

*° Not printed. 
* Ante, p. 59.
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of his statement for foreign countries issued on the same day.” In 
the last paragraph of the statement he asserts that the foreign policy 
of the Government as outlined in his formal communication of March 
12, 1932,°% “will continue to be enforced and faith will remain un- 
broken”. This communication which was telegraphed to all the 
foreign powers at that time was transmitted to the Legation under 
covering despatch No. 558, of March 18, 1932. In the communication 
it was stated, znter alia, that the Government recognized all obligations 
arising out of treaty stipulations between the Republic of China and 
foreign countries and that it would observe the principle of the “Open 
Door”. In conclusion an invitation was extended to the Governments 
addressed to enter into formal diplomatic relations with the new 
state. 

A report of the “Manchoukuo News Service”, dated Hsinking, 
March 8, states that nine foreign countries including Norway, Latvia 
and Lithuania have acknowledged receipt of Foreign Minister Hsieh 
Chieh-shih’s telegram informing them of the establishment of the 
monarchy on March 1st. This report is interesting if true. 

Respectfully yours, M. S. Myers 

893.01 Manchuria/1069 

The Consul General at Mukden (Myers) to the Secretary of State 

No. 658 Moxpen, March 13, 1934. 
[Received April 9. | 

Sir: I have the honor to report that Mayor C. F. Yen, of Mukden, 
gave an informal] dinner at the Yamato Hotel for the Consular Body 
and representative members of the foreign and Japanese communities 
on Saturday evening, March 10, 1934. A number of Japanese and 
Chinese officials of the local Government, provincial and municipal, 
were also present. The Mayor made a brief speech of welcome, in 
which he stated that the object of the dinner was to promote friendly 
relations with the members of the local foreign communities. It was 
concluded with a toast to the guests. In the capacity of Senior Consul, 
I made a brief speech in reply, in which he was thanked for his hos- 

pitality and for the friendly sentiments which he had expressed. A 
toast to the host terminated the speech. 

It may be mentioned that no distorted report of the dinner has 
appeared in the local press. It was the first dinner at Mukden given 
by a “Manchukuo” official which was attended by all the principal 

consular officers. 

“Statement not printed. 
*% Foreign Relations, 1982, vol. 111, p. 579.
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Several weeks ago, it may be added, I gave an informal dinner at 
the consular residence for General Doihara, head of the local Japanese 
Military Mission, several local officials including Mayor Yen and 
my Colleagues. 

Respectfully yours, _ M.S. Myers 

711.6112 (Aggressor) /1: Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, March 18, 1984—1 p. m. 
{Received March 18—10: 45 a. m. ] 

7. Litvinov has been in bed with grippe since our arrival. Have 
therefore been unable to begin serious discussions. 

Divilkovsky * again proposed to me last night bilateral nonag- 
gression pact between Soviet Union and the United States and added 
that the Soviet Government was now negotiating nonagegression pact 
with the Chinese Government of Chiang Kai-shek. I referred Divil- 
kovsky to the conversation of the President and Litvinov on this 

subject and added that I had no instructions which would lead me 
to believe that our position had changed. I should be obliged for 
any guidance you may care to give me in regard to this matter. 

Several Soviet officials including Divilkovsky have manifested keen 
curiosity in regard to Child’s mission. What explanation should 
I make if any? 

BULLITT 

761.00/289 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, March 14, 1934—11 p. m. 
| [Received March 14—10: 47 p. m.] 

11. 1, Litvinov who is still ill received me in his bedroom this 
afternoon. He told me that Chiang Kai-shek had stopped the nego- 
tiations with the Soviet Union for a pact of nonaggression because of 
fear of the Japanese. He asked if the President might be inclined 
to propose a pact on nonaggression between the United States, the 
Soviet Union, Japan and China. I replied that I had no intimation 
that the President had any such intention. Litvinov said that he was 

* Secretary General of the Soviet Foreign Office and member of Soviet mission 
to Washington in November 1933. 

* Richard Washburn Child was sent to Europe to survey economic conditions.
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less apprehensive of an immediate Japanese attack than he had been 
in December but that the Japanese Government might be overthrown 
and replaced by extreme Fascist government which might decide to 
attack the Soviet Union. He still regards the situation as extremely 

serious. 
2. He asked me whether or not the United States intended to recog- 

nize “Manchukuo” and I replied that we had no such intention. He 
said that negotiations in regard to the sale of the Chinese Eastern 
Railway between the Soviet Union and the government of “Man- 
chukuo” had been resumed, that the Soviet Union had made a new 
offer which had been transmitted by the government of “Manchukuo” 
to the Government of Japan for approval, that he was awaiting a re- 
ply. He then said that the conclusion of the sale of the Chinese 
Eastern Railway to the government of “Manchukuo” by the Govern- 
ment of the Soviet Union would zpso facto constitute de facto recog- 
nition of the government of “Manchukuo” by the Soviet Union and 
added that many nations especially Germany and Poland were most 
anxious to be the first to recognize “Manchukuo” de jure in the hope 
of obtaining special favors. 

8. Litvinov said he did not believe that the recent draft of Polish 
agreement contained any written clauses directed against the Soviet 
Union but that there had been discussions of a joint attack by Ger- 
many and Poland on the Soviet Union in case the Soviet Union should 
be engaged in war with Japan. I asked him what had happened to 
the French proposal for a military alliance with the Soviet Union to 
be accompanied by the Soviet Union’s entrance into the League of 
Nations in regard to which he had spoken to me in December. He 
replied that there had been two French Governments since that éime 
and that both had refrained from continuing the discussions of 
December. 

, BuLuitr 

893.811/915 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prreine, March 15, 1984—4 p. m. 
[Received March 15—1:30 p. m.87] 

122. Reference to Consul General Myers’ despatch numbers 836 
and 874 of September 19 and December 22, 1933, respectively, and 
numbers 880 and 893 of January 11 and February 7, 1934, respec- 
tively, covering liquidation of Liao River Conservancy Board. French 
Chargé d’Affaires in communication dated March 10th informs me 

~ * Telegram in three sections. 
*° None printed. 

748408—50—VOL. ll1———11
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that his Government is of the opinion that dissolution of Conservancy 
Board constitutes violation of the conservancy agreement of July 9, 
1914,°° and that matter should be submitted for consideration to the 

| interested diplomatic representatives since over the above material 
interests involved there is a question of principle which should not 

‘either in regard to the Manchurian authorities or the Chinese Govern- 
ment be impaired or allowed to lapse. French Government further 
believes that dissolution of board should be subject of verbal protest 
filed by consulates concerned with de facto authorities of “Manchu- 
kuo” and that, in order properly to signify that such protest in no 
sense constitutes an acknowledgment of the established fact, due advice 
should be given to the Chinese Government at Nanking. 

French Chargé d’Affaires requests my views and asks if this Lega- 
tion would be willing to consider with French Legation and with the 
Legations of Great Britain and Germany “the eventual adoption of a 
concerted stand in the matter.” 

British Legation received identic communication from French 
Chargé d’Affaires and has informed me that since pertinent agree- 
ment and regulations fail to specify quorum and definitely prohibit 
voting by proxy at meetings of board the action taken at the meeting 
of the board on December 12, 1933, at Newchwang cannot now be 
protested; that had any government desired to protest such action 
it could have done so at that time; that confidentially the British Con- 
sul at Newchwang was, with the approval of British Government, 
ordered to absent himself from that city in order to avoid attendance 
at meeting; and that British Legation does not consider that matter 
calls for any action at this juncture. British Legation is, however, 
withholding reply to French Chargé pending this Legation’s receipt 
of Department’s views. 

I am in full accord with British view in the matter and with De- 
partment’s approval will notify my French colleague that the Ameri- 
can Government is not in a position to join in the action which he 
suggests. 

JOHNSON 

893.01 Inner Mongolia/23 

The Minister in China (Johnson) to the Secretary of State 

No. 2591 Perrine, March 16, 1934. 
| [Received April 9.] 

Sim: I have the honor to refer to despatch No. 611 of March 10, 1934, 
addressed to the Legation by the Consul General at Tientsin, copies 

° MacMurray, Treaties, 1894-1919, vol. 1, p. 1125.
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of which were forwarded to the Department. With this despatch 
were enclosed copies in translation of “Provisional Regulations Gov- 
erning the Office of the Director General of the District Autonomous 
Movement of Mongolia” and “Provisional Regulations Governing the 
Organization of the District Autonomous Political Council for Mon- 
golia”,®! which were the recent outcome of protracted negotiations 
between Mongols and officials of the Nanking Government and which 
are regarded as having solved, at least temporarily, the question of 
the autonomy of Inner Mongolia and its relation to ‘the Central 
Government. 

Mr. Lo Sang Ch’u Ch’en, a Mongol who is chief of the Peiping Office 
of the Panchen Lama, gave his views yesterday to a member of my 
staff with regard to the future of Inner Mongolia. He was pessimistic. 
He said that the measures recently adopted for the autonomy of Inner 
Mongolia are satisfactory for the time being, except to those Mongols 
who do not want autonomy, but that he does not regard them as of 
much significance in the long run because of Japanese aggression. 
He stated that many Japanese agents are active, in that part of Inner 
Mongolia which still remains outside of “Manchukuo”, in attempting 
to persuade the Mongol leaders of the desirability of allegiance to 
“Emperor Pu Yi”; and Mr. Lo added that the Mongols naturally pre- 
fer an emperor to a republican government. Especial efforts are being 
made by the Japanese to gain the allegiance of Prince Ta,® whom 
Mr. Lo described as the head of the Silingol League, as the Mongol 
leader having the most military strength, and as residing in Uchumu- 
chin (Ujumchin) which is in that part of Chahar Province which 
forms a wedge between Outer Mongolia and “Manchukuo” and which 
is therefore of especial strategic importance to the Japanese. (The 
Silingol League occupies all of Chahar Province with the exception of 
the southern part.) Mr. Lo stated that Japanese officers are in resi- 
dence near Prince Ta but that he has not yet been persuaded by them. 
With further encroachment by the Japanese in the Peiping-Tientsin 
area, which Mr. Lo regards as inevitable, though he believes it will be 
manipulated by the Japanese so as to appear as much as possible like 
an invasion by “Manchukuo” and not by Japan, he feels sure that 
Inner Mongolia must inevitably turn over to “Manchukuo”. 

With regard to the future movements of the Panchen Lama, Mr. Lo 

said that the Lama is so fearful of the future of China because of 

further and further Japanese aggression that he is very anxious to 

return to the quiet of Tibet. He will first, however, visit Inner Mon- 

golia for a short period. 
Respectfully yours, NELSON TRUSLER JOHNSON 

* Not printed. 
* Usually known as Teh Wang (Prince Teh).
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711.6112 (Aggressor) /2: Telegram 

The Secretary of State to the Ambassador in the Soviet Union 
(Bullitt) 

WasuineTon, March 17, 19384—2 p. m. 

12. Your 7, March 13, 1 p. m., second paragraph, and 11, March 14, 
11 p. m.,, first paragraph. President’s position with regard to a bi- 
lateral non-aggression pact is unchanged. He views with disfavor the 
idea of any non-ageression pact restricted to less than the whole group 
of Powers that have interests in the Pacific. 

HULL 

851.503198 Manchuria /25 

The Ambassador in France (Straus) to the Secretary of State 

No. 718 Paris, March 19, 1934. 
[Received March 29. | 

Sir: I have the honor to report that methods looking to the financing 
of French activities in Manchuria appear to have taken some form 
here in the foundation of the “Banque Franco-Mandchoue”. 

The concern was registered with the authorities as an incorporated 
joint stock company on January 10, 1934, with a capital of 1,500,000 
francs in 3,000 shares of 500 francs each. ° 

The “Chosen and Manchuria Enterprises Company Limited” hold 
2,690 of these 3,000 shares. It is understood that the latter is con- 
trolled by the French National Association for Economic Expansion, 
whose representative, it is reported, has recently concluded tentative 
arrangements which involves the participation of French industry in 
Manchuria, (see Embassy’s despatch No. 698 of March 9%). 

The statutes of the bank registered with the authorities here (and 
to which a member of the Embassy staff has had access) indicate that 
its purpose is to: 

“engage in all forms of commerce, and business generally. It may 
carry on, notably, in its own name, or in the name of a third party, all 
financial, commercial, industrial, maritime, real estate and agricul- 
tural operations, in France as well as abroad, particularly in Asia and 
in the Far East; as well as all banking, discounting, credit, stock 
exchange, brokerage and exchange operations, and subscribe to issues 
of securities and to purchase rentes or other Government securities, 
notes, bonds, or other investments; it may undertake the service of 
interest and amortization on all government or other loans; and par- 
ticipate in all business undertakings or enterprises related to the 
purpose for which company is established. . . .” 

°° Not printed. 
** Omission indicated in the original despatch.
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Apart from the reported connection of the French National Asso- 
ciation for Economic Expansion with the new concern, it appears of 
interest to mention that the Franco-Asiatic Bank is said to have had 
much to do with the constitution of the “Banque Franco-Mandchoue”. 
In fact; the offices of the latter, as well as the “Chosen and Manchuria 
Enterprises Company Limited” are situated with the Franco-Asiatic 
Bank at 9 rue Boudreau, Paris. 

Respectfully yours, Jesse Isipor STRAUS 

798.94/6593 

Memorandum by the Minster in China (Johnson) of a Conversation 

With the Chinese Vice Minister for Foreign Affairs (Tang) * 

. Pereine, March 19, 1934. 

I asked Mr. T’ang Yu-jen whether he could give me any informa- 
tion as to the present posture of Sino-Japanese relations. Mr. T’ang 
said that was one of the reasons why he had asked to see me this 
morning. He wished to tell me of this situation. He began by asking 
me whether I was not of the opinion that Mr. Huang Fu’s presence 
in North China exercised a stabilizing influence upon the situation 
here. To this question I replied that it appeared to me that Mr. 
Huang Fu’s presence here was without doubt a stabilizing influence, 
but that I was somewhat at a loss to explain why this should be the 
case. Mr. T’ang stated that he thought he could explain to me why 

this was so, and he proceeded as follows: 
He pointed out that the Japanese were constantly making demands, 

and being here in Peiping it was possible for Mr. Huang Fu at all 
times to receive the Japanese demands for this and for that and for 
the other thing, and to discuss these demands with them as they arose. 
Mr. Huang Fu’s attitude in these discussions was invariably one of 
opposition. When the Japanese presented a demand he would say no, 
and then they would come back and present their demand again. 
Mr. Huang Fu by a process of wrangling and whittling would 
maneuver the Japanese to a point where they would demand less than 
they had started out with; he would then make a small concession on 
what originally had been a large request, and the Japanese would go 
away feeling happy. In other words, Mr. Huang Fu’s presence in 
Peiping assured the Japanese of having some one here representing 

the Central Government able to negotiate and discuss questions with 
them and make concessions. Mr. Huang Fu was willing to do this 
task at the risk of his reputation; he was the only man that was willing 

*® Copy transmitted to the Department by the Minister in China in his despatch 
No. 2611, March 27; received April 21.
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to do this. The Japanese, knowing this, would refrain from making 
incursions into the country. 

Mr. T’ang then proceeded to suppose that Mr. Huang Fu should be 
withdrawn from Peiping. Under these circumstances the Japanese 
would present their demands to the local authorities, and the local 
authorities would be afraid either to see the Japanese or to enter into 
any discussions with them or make any concessions, whereupon the 
Japanese would take action and set up authorities here that would 
be prepared to negotiate and accept Japanese dictation. The advan- 
tage of having Mr. Huang Fu here was that North China remained 
under the direct control of the Central Government. But if Mr. 
Huang Fu were to go, although the flag of China might still fly 
over North China, to all intents and purposes North China would be 
governed by authorities not amenable to Nanking. For this reason 
Mr. Huang Fu’s presence in Peiping was a stabilizing influence. 

Mr. T’ang then proceeded to say that, while Mr. Huang Fu’s pres- 
ence in Peiping was a stabilizing influence and he was able to haggle 
with the Japanese over the many questions which were constantly 
arising, this situation could not continue long, for eventually at this 
rate Mr. Huang Fu would have to concede almost everything which 
China had in the North, and the Government was faced with the 
almost immediate necessity of deciding whether it would continue 
Huang Fu in Peiping or recall him. He said that the Government’s 
decision to retain Huang Fu in Peiping would rest upon the question 
as to whether within the next two or three years China could expect 
the direct assistance of friendly foreign nations in this matter. He 
asked me what my opinion was as to the possibility of China receiving 
the assistance of friendly nations. 

I said to Mr. T’ang that this question put the whole subject in a very 
serious light; that I was quite certain the Japanese were not prepared 
to discuss questions with the Chinese in the presence of friendly 
powers; that they would insist upon carrying on their negotiations 
directly with the Chinese and without the intervention of any outside 
power. I said furthermore that it was extremely difficult for one to 
discover the exact aims of the Japanese in this area, or to know just 
what assistance the friendly powers could give to China. 

Mr. T’ang stated that he realized that Japan would not discuss ques- 
tions between herself and China in the presence of other powers. As 
to the question of what Japan wanted, Mr. T’ang stated that he had 
certain ideas. He expressed it as his opinion that Japan had two ob- 
jects in view. One, the greater object, was to establish a Japanese 
hegemony over Asia. The Japanese desired that China have no rela- 
tions with foreign powers except under the guidance and advice of the 
Japanese, and that the Chinese market be a Japanese market. This
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was Japan’s Monroe Doctrine for the Far East. He said that there 
were thinking men in Japan who believed that the present was not 

_ perhaps the time for Japan to accomplish this greater purpose, and 
that the accomplishment of the secondary purpose would be sufficient 
at this time. 

Japan’s secondary purpose, Mr. T’ang explained, was to assure her- 
self of a neutral or friendly rear in the eventuality of a conflict with 
Russia. He stated that in 1905 when Japan fought Russia, although 
Japan did not receive the active assistance of the Chinese, China was 
friendly to Japan, for the Empress Dowager ®* had ordered Yuan 
Shih-kai ” to assist the Japanese troops to obtain supplies. He said 
that at that time there was no feeling between China and Japan, but 
that now all this was different. The soldiers of China had had con- 
tact with Japanese soldiers, and there was present throughout the | 
country a feeling of hostility toward Japan. If hostilities should 
break out between Japan and Russia, the Chinese would wish to as- 
sist the Russians. Japan feared this eventuality and would wish to 
prevent such a situation arising. Mr. T’ang expressed the belief that 
the assistance which the Chinese would need would have to be active 
military assistance. 

I said to Mr. T’ang that in so far as the United States was concerned 
there was little likelihood of America willingly becoming involved in 
any military intervention here in the East in the next two or three or 
four years. I said that of course this was my personal opinion and 
that I was not able to forecast what attitude the United States might 
take in these matters in the future, but that nevertheless this opinion 
of mine was based upon convictions which I now had, and I thought 

there was little likelihood that China would receive in the near future 
any military assistance from the United States in any conflict which 
she might have with Japan in this field. I asked Mr. T’ang whether 
it was his belief, or the belief of those at Nanking, that the Japanese 
would move into North China. 

Mr. T’ang stated that he appreciated the situation in the United 
States, but he said that what the Chinese were interested in was in 
obtaining the sympathy of the United States, for where the United 
States had placed its sympathy in world affairs there the victory was 
to be found. It was very important for a nation to have the sympathy 
of the United States in any difficulty which it might have with another 
nation. China had observed that America’s sympathy during the 
Great War had brought victory to the allied cause. Mr. T’ang went 
on to say that in Nanking it was not believed that Japan would send 
a military force into North China for the purpose of occupying this 

* Tzu-hsi, regent until her death in 1908. 
* Director of Chinese army reforms in North China, 1901-1907.
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area. This was not necessary; all that Japan had to do was to supply 
arms to discontented elements in North China and set up a new 
“Manchukuo” here. 

I said to Mr. T’ang that this last statement of his made the whole 
situation very complicated from the point of view of other powers. 
I repeated my earlier statement to the effect that there was no senti- 

ment in the United States at the present time which could be relied 
upon as favoring military intervention in the situation here in the 
Kast. I pointed out that the clearest indication of this was to be found 
in the fact that we were contemplating legislation granting freedom 

to the Philippines, and while it was true that those favoring such legis- 
lation desired to obtain the neutralization’ of the Philippines, still 
the fact that we were discussing seriously such a proposal was clear 
evidence of lack of interest on the part of America in becoming in- 
volved in this area. I stated, however, that the whole situation was 
such a complicated one that I hesitated to say anything which might 
be considered as final. In the first place, it was by no means certain 
that the Japanese could afford to continue traveling the road which 
they had been traveling the last two or three years; their adventures 
thus far had cost them a considerable sum of money. 

Mr. T’ang stated that he thought the Japanese hoped to pay for 
their adventures with Chinese money. He also pointed out that Japa- 
nese industry was enjoying a great boom at the present time; Japanese 
industry was making great profits; all of which was enabling Japan 
to pay for her military adventure. 

I said that after all this era of prosperity which the Japanese were 
enjoying at the moment might pass, and it was certain that then it 
would not be so easy for Japanese industry to pay for these expenses 
as it was now doing. Mr. T’ang said that he hoped this might be true. 
Here the conversation ended. 

Nertson Truster JoHNSON 

711.6112 (Aggressor) /4: Telegram 

Lhe Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, March 21, 1934—9 p. m. 

[Received 9:30 p. m.] 

25. Continuing my 24, March 21, 8 p. m.* We discussed the ques- 
tion of a general nonageression pact in the Pacific. Litvinov said 
“There are two ways to approach such a pact (1st) in the hope that 
such a pact may be concluded (2d) in the hope that such a pact may 

* Printed in Foreign Relations, The Soviet Union, 1938-1939, section on 1934.
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be proposed and rejected by the Japanese. To conclude such a pact 
it will be necessary to leave out China so that the matter of ‘Man- 

chukuo’ will not arise.” I expressed the personal opinion that the 
Government of the United States would under no conditions desire 
to adhere to any pact which did not include China. 

Litvinov then said that the Japanese would certainly never agree 
to sign any pact which included China unless “Manchukuo” should be 
recognized; that the Soviet Government would be glad to sign a pact 
involving the recognition of ‘“Manchukuo” as a guid pro quo for 
Japan. I replied that I felt sure the Government of the United States 
was not prepared to recognize “Manchukuo.” 

BULLITY 

893.00/12735 

Memorandum of Conversation, by the Counselor of Legation in 
China (Peck)® 

[Nanxina,] March 21, 1984. 
[ Present :] 

Dr. Wang Ching-wei, President of the Executive Yuan and Act- 
ing Minister for Foreign Affairs. 

Mr. Li Sheng-wu, Director of the Department of General Affairs 
of the Foreign Office. 

Mr. Peck. 

In the course of a confidential conversation Mr. Peck asked Dr. 
Wang whether the Chinese Government had received any recent in- 
formation regarding the reported strained relations between Japan 
and the Soviet Union and the possible danger of an outbreak of war 
between them. 

Dr. Wang said that the Chinese Government had not received any 
late information which would indicate that war between these two 
Powers would break out in the near future. He said that the infor- 
mation supplied to the Chinese Government was to the effect that the 
Military Party in Japan was anxious to provoke a war, but was re- 
strained by the older and saner elements in the Government, especially 
by the counsels of Premier Saito and of the Minister of Finance, Mr. 
Takahashi, He said that the Chinese Government was informed that 
the Japanese Government was unwilling to initiate hostilities until 
it could find out what position would be taken by the American and 
British Governments in relation to the war. He said that it passed 
without saying that the Soviet Government, for its part, would never 
take any steps to provoke hostilities. Mr. Peck referred to the leading 
article in the Worth China Daily News of March 20, 1934, which re- 

* Copy transmitted to the Department by the Counselor of Legation in his 
despatch of March 22; received May 7.
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ferred to the rumored possibility that the Japanese Government might 
take over North China down to the Yellow River and transfer the 
so-called “Emperor of Manchukuo” to Peiping. Mr. Peck inquired 
whether Dr. Wang thought this report worth taking into consideration. 

Dr. Wang said that he did not think the Japanese Government 
contemplated taking this step, but if war should break out between 
Japan and the Soviet Union, Japan would naturally blockade Chinese 
coastal ports and might seize certain Chinese railways. 

| Mr. Peck observed that he had heard a rumor to the effect that the 
interest of the Chinese Government in developing the Northwest, as 
evidenced by the creation of “The Sinkiang Reconstruction Commis- 
sion” (Hsin Chiang Chien She Wei Yuan Hut) arose from a desire to 
prepare another exit from China to Europe to be used if the Japanese 
should effect this blockade of China’s coast and to be used, also, to give 
aid to the Soviet Union in such a conflict. 

Dr. Wang derided this rumor. He said that even if Japan par- 
tially blockaded China’s ports, it would still be possible to maintain 
contact with the outside world through southern ports. In regard 
to the supposition that China might side with the Soviet Union in a 
Soviet-Japan conflict, Dr. Wang said that Dr. W. W. Yen, Chinese 
Ambassador in Moscow, had reported that the Soviet Government 
had discussed with him the possibility of a war between the Soviet 

Union and Japan and had prophesied that if it should take place, 
the American Government would intervene before the war reached 
a natural conclusion. The Soviet Government told Dr. Yen that it 
hoped that China would not show itself friendly to Japan at the 
time of such intervention. Dr. Wang said that in the event of a war 
between Japan and Soviet Russia, China must make every effort to 
be entirely neutral. At this moment Dr. Wang was called to another 
room, to answer a telephone call, and Mr. Peck observed to Mr. Li 

Sheng-wu that he, Mr. Peck, could not imagine why the Soviet Gov- 
ernment found any reason for anticipating intervention by the Amer- 
ican Government in the supposititious case of a war between Japan 

and the Soviet Union, unless it was thinking back to the Russo- 
Japanese War of 1905 and the part taken by President Theodore 
Roosevelt in bringing about the Portsmouth Conference. 

Dr. Wang pointed out that, in any event, the proposed development 
of the Northwest, i. e. Sinkiang, would be a matter of many years and 
bore no relation to the threatened hostilities. The building of a 
railroad over the immense distance between the present lines and 
Sinkiang would be a tremendous task and even a motor road could 
not be constructed in the immediate future. Mr. Peck, as an inci- 
dental observation, took exception to the last remark, saying that he 

* See Forcign Relations, 1905, pp. S07 fe.
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had been told by a European in the employ of an American firm that 
the informant had himself travelled by motor car between Suiyuan 
and Tihua, capital of Sinkiang, and that the construction of a road 
would be a simple matter, making it possible to cover this distance in 
12 days. Dr. Wang agreed that this might be the case, but pointed 
out that if the road were to be of material importance, there would 
have to be constructed the necessary appurtenances, such as repair 
shops, gasolene depots, etc. 

893.01 Manchuria/1045 | 

Memorandum by the Under Secretary of State (Phillips) 

[Wasurneton,| March 22, 1934. 

The Netherlands Minister informed me that his Government was 
slightly embarrassed by the reports emanating from Japan that Pu Yi 
is shortly to be invited by the Japanese Government to make a state 
visit to Tokyo. In the event of the Diplomatic Corps’ being invited 
to meet him, what should be their attitude? Apparently the Neth- 
erlands Minister in Tokyo has asked his government for instructions 
in such an eventuality. The Minister added that, while he thought 
his government held the view that the Netherlands Minister to Japan 
should not accept any invitation to meet Pu Yi, nevertheless his gov- 
ernment would be glad to know the attitude of the State Department. 
I replied that the question has not as yet arisen with us and, therefore, 
no instructions had been sent to our Ambassador in Japan; but my 
personal viewpoint was that this was something which the Diplo- 
matic Corps in Japan would naturally act upon with unanimity; that 
since none of the governments had as yet recognized Pu Yi in Man- 
churia, it scarcely seemed possible to give any recognition to him 
merely because he crossed over into Japan. I added that I would 
gladly keep the Legation here advised of any instructions which we 
might in due course send to Tokyo. 

WiLLiAM PHILLIPS 

761.94/722 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

[Extract] © 

No. 714 Toxyo, March 23, 1984. 
[Received April 2.] 

Sir: 

In appraising, therefore, the likelihood of a Soviet-Japanese war 
in the near future it becomes necessary to question whether the evi-
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dence now available in Japan indicates that an early attack upon 
Soviet Russia is being considered. There are listed below a number 
of observations which suggest that Japan has no intention of delib- 
erately provoking a conflict this coming spring or summer. 

(1). The Military Attaché of the Embassy has just returned from 
a twelve day inspection trip of various military establishments and 
writes concerning the regiments he visited, “No evidence of tenseness 
or any apprehension of war was noticed, nor was the training being 
hurried in any way” and further, reviewing his whole trip, “In 
general, nothing was seen or sensed that would indicate that the 
Japanese army is engaged in unusual preparations for war or that 
war during 1984 is anticipated.” 

(2). The Assistant Naval Attaché of the Embassy reports that the 
Nakajima Aircraft Factories which manufacture the majority of the 
most modern Japanese pursuit planes is working upon an eight hour 
a day schedule, not upon a war-time 24 hour a day schedule although 
it is in aviation perhaps that Japan has the most to fear from 

Soviet Russia. 
(3). The Chief of Staff of the Kwantung Army, Lieutenant Gen- 

eral Koiso, has been transferred to the command of the Fifth Division 
stationed at Hiroshima in Southern Japan. Since General Koiso is 
not only one of the most able men in the Japanese army but has an 
unrivalled knowledge of the situation in Manchuria it is questioned - 
whether this normal step in his career would not be postponed were © 
an early conflict in prospect. 

(4). The correspondent of the Chicago Daily News, Mr. Reginald 
Sweetland, has just returned to Toyko from Manchuria and reports 
that he had a conversation with Major General Doihara, the “Law- 
rence of Manchuria” and leading Intelligence Officer in the Japanese 
army. General Doihara stated that it was impossible for Japan to 
fight Soviet Russia at the present time for three reasons: first, that 
world opinion was not behind Japan and that she could not afford 

to further isolate herself internationally; second, that a war would 

last three years and be too great a strain on the nation’s strength; and 

third, that it would take ten years to consolidate “Manchukuo” and 

to attempt a war in the face of a potentially unstable condition behind 

the lines would not be possible. 
(5). Ambassador Youreneff is of the opinion that a meeting of 

the principal Japanese generals of division, which is scheduled for 

March 26,* will discuss the pros and cons of an attack upon Soviet 

Russia and implied that this was an extraordinary meeting, similar 

to one held shortly before the outbreak of the Manchurian adventure 

* It is reported that there is to be a routine meeting of division chiefs of staff 

in April. [Footnote in the original.] .
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in September 1931. I am now informed by the Military Attaché that 
this is a purely routine conference which is held periodically. 

(6). There are no reports from Manchuria indicating an unusual 
concentration of Japanese troops nor any unusual preparations which 
would substantiate the Soviet fears of an early attack. 

(7). It has puzzled foreign observers to note that the Foreign 

Office continues to oppose the conclusion of a non-aggression pact with 
Soviet Russia prior to the settlement of specific problems between 
the two countries. To Occidental observers this has seemed like put- 
ting the cart before the horse and has, in certain quarters, cast doubt 
upon the genuineness of Japan’s desire to settle the Russian situation 
amicably. The matter was explained by a member of the Foreign 

Office staff to a member of my staff as follows: “There is a strong 
minority in Japan which believes that war between this country and 
Russia is inevitable and that the sooner it comes the better. If a 
non-agegression pact should be negotiated while there were still serious 
problems pending between the two nations, this minority would prob- 
ably become very vociferous and might even force a crisis. In Japan 
minorities are not ignored, they are compromised with. The plan 
of the Foreign Office is to reach a settlement of the Chinese Eastern 
Railway and fisheries questions and thus to remove all grounds which 
the militant minority have for opposing a non-aggression pact”. In 
the light of the above explanation, settlement of the two problems 
mentioned would seem significant steps towards a restoration of 
normal relations between the two countries. 

(8). Certain conditions for war which were present in 1904 are 
lacking in 1934. Two major factors in the Japanese decision to attack 
Russia thirty years ago were the Anglo-Japanese alliance? and a 
friendly attitude on the part of America which enabled the Japanese 
leaders to believe that it would be possible to finance the struggle. At 
the present time Japan is apparently isolated internationally and, in 
view of the Soviet-American rapprochement, there is general uncer- 
tainty as to what America’s attitude would be in case of war. 

In concluding this despatch I refer to a conversation which took 
place recently between a member of my staff and an official of the 
Soviet Embassy in Nanking who has just come from Moscow. This 
official states that in Moscow government leaders do not believe that 
war with Japan is inevitable but that there is a 50-50 chance of one, 
that they feel that Japan has learnt a great deal about Russia’s power 
in the last six months, and that she is therefore not so sure of herself. 
He further remarked that the Soviet preparations for war involve no 
assumption that they would receive any aid from China in case hos- 
tilities with Japan break out. Viewing the situation from Tokyo I 

* Signed at London, January 30, 1902, Foreign Relations, 1902, p. 514.
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am inclined to concur that the Japanese are well aware of the efficacy 
of Soviet preparations regardless of whether or not the extent of such 
preparations have impaired the confidence of the Japanese army 
leaders. It is furthermore idle to believe that these leaders, chauvinists 

as they may be, will select an unfavorable time to commence operations 
against the Soviets. They did not do so in 1904, nor in 1931 in Man- 
churia. The present, moreover, appears to be an unfavorable time. 
Nevertheless there remains the possibility that a “now-or-never”’ atti- 
tude might lead the Japanese to action and there is still danger that 
an unforeseen incident might precipitate a clash. 

Respectfully yours, JosEPH C. GREW 

711,94/941 

The Counselor of Legation in China (Peck) to the Minister in China 
(Johnson) * 

L-240 Diplomatic Nanxine, March 23, 1934. 

Dear Mr. Minister: I have just received a call from Mr. Li Sheng- 

wu, Director of the Department of General Affairs of the Foreign 
Office, who came under instructions from Dr. Wang Ching-wei, Acting 
Minister for Foreign Affairs. Mr. Li is the officer of the Foreign Office 
who every afternoon at 6 o’clock goes over with Dr. Wang the day’s 
budget of reports received in the Ministry and he appears to be the 
man selected for Dr. Wang’s confidential work. 

Mr. Li said that yesterday afternoon Dr. Wang had discussed with 
him an article in the Shanghai Evening Post of March 22 entitled 
“Japan and U. S. Move for Peace in Warship Race” and an article 
in the China Press of March 22 entitled “Japan, U. S. Trade Notes of 
Goodwill”. Copies of these articles are enclosed herewith.* 

In the first article, bearing date line “London, March 22—United 
Press”, it will be noted that there occur the following passages : 

“Japan is seeking in these preliminary negotiations the revision of 
American immigration laws, the abandonment of American naval air 
bases and the recognition of Manchukuo in exchange for maintenance 
of the present 5-5-3 naval ratios, it was learned... .° In specific 
return for the proposed American concessions, Japan was believed to 
be prepared to renounce her insistence on naval parity with the United 
States and Great Britain at the forthcoming naval conference in 

® Copy transmitted to the Department by the Minister in China in his despatch 
No. 2612, March 27; received April 21. 

*Not reprinted. 
® Omission indicated in the original despatch.
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In the second article there is presented a news despatch from London, 
March 21 (Reuters) , which states, inter alia: 

“In conclusion he says that every effort is being made by the United 
States to remain friendly with Japan and Japan’s rigid adherence to 
the doctrine of the Open Door would more than compensate for a 
certain skepticism on her part regarding the practicability of the Stim- 
son Doctrine, whereby the non-recognition of territories acquired by 
force is upheld.” 

Mr. Li said that the Chinese newspapers are playing up this news 
with large headlines. (I have already received visits from two Chi- 
nese newspaper representatives this morning on this subject.) He 
remarked that, as I probably knew, the Chinese people were placing | 

great reliance on the United States for the recovery of Manchuria by 
China, and it would be a calamity if the Chinese public received the 
impression that the attitude of the American Government in regard 
to the Manchurian issue was changing. He emphasized the word 
“attitude”, 

Mr. Li said that Dr. Wang’s attention was particularly attracted to 
the statements in the newspaper reports in question, to the effect that 
“recognition of Manchukuo” by the United States might become a 
factor in the discussion between the United States and Japan regarding 
naval ratios, and in the assertion that the American Government might 
alter its position in reference to the “Stimson Doctrine”. He trans- 
mitted Dr. Wang’s request that I telegraph to you asking that you 

— inquire of the Department of State by telegraph what foundation there 
was for these reports. 

I showed Mr. Li your telegram of February 24, 12 noon, transmitting 
the Department’s telegram No. 50 of February 23, 2 p. m.,° which au- 
thorized the denial of a report then current that the American Govern- 
ment was considering a change in its attitude regarding the recognition 
of “Manchukuo”. Mr. Li said that he would inform Dr. Wang of the 
contents of this message, but he insisted that these later reports were a 
source of great anxiety to Dr. Wang and the latter would be extremely 
grateful for such comments as the Department might care to make in 
regard to them. 

I urged that this inquiry be made confidentially through Dr. S. K. — - 
Alfred Sze, Chinese Minister in Washington, pointing out that Dr. 
Sze would be able to obtain much more satisfactory information than 
could be supplied in a telegram. Mr. Li said that an instruction 
would be telegraphed to Dr. Sze, but, unfortunately, Dr. Sze is travel- 
ling somewhere outside of Washington and can not execute the in- 
struction in the near future. 

° See footnote 59, p. 51.
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I then invited Mr. Li’s attention to the self-evident fact that no 
government could predict what its attitude would be toward a sub- 
ject like the “recognition of Manchukuo” over a period of years, in 
view of the impossibility of foreseeing the nature of the circum- 
stances on which it would, necessarily, base its attitude. As an ex- 

ample of a possible change, I mentioned that the Chinese Govern- 
ment, itself, might recognize “Manchukuo”. Mr. Li hastily inter- 
jected that this would never happen. I accepted his statement and 

explained that I had merely used this extreme hypothesis by way 
of illustration of my meaning. I pointed out that no government 
could do more than the Department had done in its telegram of 
February 28, that is, to describe its position at the time an announce- 
ment of position is made. Mr. Li concurred in the reasonableness 
of this position. 

Mr. Li wanted to know what I thought of the probability of truth 
in the press telegrams enclosed herewith. I said that, undoubtedly, 
there were some outstanding issues between the United States and 
Japan which, quite conceivably, were being discussed between the 
Secretary and the Japanese Ambassador. I instanced the immigra- 
tion question, which I explained to Mr. Li. 
Tasked Mr. Li, in turn, why China felt that the position of the United 

States was so important a factor in the “recovery of Manchuria”, and 
I pointed out that China had appealed to the League of Nations in 
this regard. Mr. Li replied that in his private editorial capacity, 
before he joined the Foreign Office, namely two days after the Mukden 
Incident of September 18, 1931, he had published the opinion that 
the League of Nations would be unable to right China’s wrongs or 
control Japan; this editorial had been widely copied. He remarked 
that the then Minister for Foreign Affairs, Dr. C. T. Wang, had 
erroneously regarded the League as an “armed Power” able to en- 
force its decisions. He expressed the personal opinion that the League 
would be unable to solve the Sino-Japanese controversy, whereas the 
whole world was watching and would be greatly influenced by the 
attitude of the United States toward the Manchurian dispute. 

I drew Mr. Li’s attention to another aspect of the question, namely, 
that the intention or ability of the United States to withhold recog- 
nition from “Manchukuo” seemed less important than China’s situa- 
tion in this regard. I recalled that the United States had refrained 
for seventeen years from recognizing the Soviet Government, but 
Manchuria bordered China and necessarily had constant relations 
with China, which raised the question how long China could abstain 
from all connection with Manchuria. I inquired what China was 
relying on to end the impasse. Mr. Li said there were several things 
which might happen to bring about a solution, for example, a world
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war. He thought China could hold out indefinitely from recognizing 
“Manchukuo”. 

After one or two other efforts to dissuade Dr. Wang, through Mr. 
Li, from asking that you telegraph to the Department for a new 
statement of the position of the American Government in regard to 
the Manchurian dispute, I consented to send you a telegram. This 
telegram you have doubtless received.’ 

Very respectfully yours, Wutys R. Peck 

893.01 Manchuria/1046: Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, March 26, 1934—noon. 

38. Press reports from London have stated that the British Govern- 
ment has instructed the British Ambassador that, in case Pu Yi makes 

an official visit to Tokyo and invitations are issued for attendance at 
functions in his honor, the Ambassador is not to attend. 

In case any such situation develops, please report immediately the 
facts and add your comments, thus enabling the Department to give 
you appropriate instruction. 

| Hoy 

493.11 Shanghai/61 : Telegram 

_ Lhe Secretary of State to the Consul General at Shanghai 
(Cunningham) 

Wasuinerton, March 27, 1934—6 p. m. 

: 67. Your No. 118, March 22, 4 p.m.* This Government cannot, of 
course, concede that Japanese Government has right to make an ex 
parte and final determination of its liability toward American citizens 
in these cases. On the other hand, the Department is desirous of 
facilitating such settlements as will best serve the interests of the 
persons concerned. You may therefore receive the check on the 
understanding that you will endeavor to arrange private settlements 
with the respective claimants by the payments indicated by Japan, 
that your receipt of money implies no waiver of rights on the part of 
either claimants or this Government but that it will be understood 

"The Counselor, later on March 23, informed the Chinese Foreign Office of 
the substance of the Hirota—Hull exchange of views, February 21 and March 
3; for texts of informal and personal messages, see Foreign Relations, Japan, 
1931-1941, vol. 1, pp. 127, 128. 

*Not printed; it reported details of Japanese offer to settle certain American 
claims arising from hostilities at Shanghai in 1932. 

748408—50—voL. 11I——_12
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with claimants that in those cases in which full settlements are ac- 
cepted by them, such settlements will be considered as final and that 
this Government will not subsequently present diplomatic claim for 
the same injuries, but that in those cases in which claimants are un- 
willing to accept amounts offered by Japanese Government in full 
settlement, all rights are fully reserved. You may also, if possible, 

arrange for acceptance by claimants of amounts offered by Japan as 
partial settlements of respective claims with reservation of rights 
with respect to balance claimed. In discussing possible settlements 
with claimants you should point out to them the advantages of even 

‘unsatisfactory settlements at present since it is impossible to foresee 
. when any more satisfactory solutions can be effected through diplo- 

matic channels, and that such settlements may be delayed many years 

and even then be unsatisfactory. 
Hou 

393.1163/676 

The Minister in China (Johnson) to the Secretary of State 

No. 2617 Perprna, March 27, 1934. 
[Received April 21.] 

Sir: In view of possibly misleading American newspaper reports, 
I have the honor to submit the following report of the recent activi- 
ties in Peiping of Mr. C. Araki, Diplomatic Officer attached to the 
Japanese Kwantung Army Headquarters, who, during the first week 
in March, called at several of the local American missions and re- 
quested that he be supplied with information as to the location of 
all American mission property in Hopei Province (his inquiries in 
one case extending to mission property in “North China” which term 
he failed to define when requested to do so). Mr. Araki stated that 
while no trouble was expected at the time, it would be well for the 
Japanese military authorities to have definite knowledge of the loca- 
tion of foreign property in Hopei Province in order that it might be 
protected from molestation or damage in the event of any future 

“trouble.” 
It appears that Mr. Araki, who is known to the office of the Military 

Attaché of this Legation as an officer connected with the “Diplomatic 
Bureau” of the Japanese Kwantung Army, called on the British 
Military Attaché and subsequently was sent in that official’s motor- 
car to call on Bishop Norris of the Anglican Mission. Bishop Norris 
is reported to have promptly supplied Mr. Araki with a rough list 
of Anglican Mission property in Hopei and to have supplied him 
with a complete list on the following day. Myr. Araki, on the “in- 
troduction” of Bishop Norris, then proceeded to visit the Secretary
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of the American Congregational Mission requesting information as 
to the location of the Mission’s property and stating that he was seek- 
ing this information for the Japanese Kwantung Army in order that 
it might be in a position to protect American Mission property from 
damage and to prevent its molestation in the event of “trouble” in this 
area. 

In response to inquiries addressed to the American Minister by the | 
| Secretary of the Congregational Mission, he was informed that the 

Mission was of course under no obligation whatever to furnish in- 
formation of this nature to Mr. Araki and that it would be entirely 
proper for the Mission to refer him to the American Consulate 

General at Tientsin but that, as a practical matter, assuming that 
Mr. Araki was sincere in desiring this information for the use of the 

Japanese Kwangtung Army in protecting American property in the 
event that “trouble” occur in this area, it appeared to the Legation 
that no harm would come from the Mission informally furnishing 
such information to Mr. Araki; that, in fact, this information would 
be promptly supplied to the Japanese authorities by the American 
authorities in the event of any difficulties between the Japanese and 
Chinese forces in this area. 

Similar advices were given by the Legation to the representatives 
of the Presbyterian and Methodist Missions when they, prior to an- 
swering Mr. Araki’s questions, asked the Legation’s advice in the 
premises. These mission representatives, on the advice of the Lega- 
tion, pointed out to Mr. Araki that his method of direct approach 
was surprising and irregular since the Japanese authorities obviously 
should seek such information from the American authorities and not 
directly from American citizens. These remarks apparently occa- 
sioned Mr. Araki considerable embarrassment and, in the case of 
the Presbyterian Mission, he requested that his official visiting card 
be returned to him whereupon with a pencil he crossed out the fol- 
lowing official designation appearing after his name “Diplomatic 
Officer, Imperial Japanese Army Detachment, Shanhaikwan. At- 
tached to Imperial Japanese Army Headquarters, Tientsin”. Having 
thus sought to divest himself of his official status, Mr. Araki returned 
the card to the representative of the Mission and assured him that 
this matter was a purely personal one and was not to be considered as 
official. 

It is understood that each of the Missions approached by Mr. Araki 
gave him a certain amount of information concerning the location 
of their mission stations in Hopei Province, one mission, at least, 
supplying him with a copy of its printed annual report which is 
public property and lists all of its mission stations.
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It is understood that certain American and other foreign press 
representatives made brief telegraphic reports to their home offices in 
regard to the matter which was, all things considered, a tempest in a 
teapot. Mr. Araki’s calls did, however, result in a certain amount of 
speculation as to the reason for the Japanese Army at just that junc- 
ture seeking to obtain information to be used by it in the event of 
“trouble” in North China. It is not believed that the matter was one 
of any particularly immediate significance but was, rather, the bung- 
ling effort of a subordinate attached to the Kwantung Army Head- 
quarters at ‘Tientsin to obtain routine information during an alleged 
leave of absence for purposes of sightseeing in Peiping. | 

In this general regard, the following comments of Lieutenant Col- 
onel W. S. Drysdale, the American Military Attaché, are of interest : 

“The Japanese Legation authorities both civil and military have 
taken a peculiar attitude toward the case. The Japanese Military 
Attaché’s office issued a statement through the Nippon Dempo News 

_ Agency to the effect that Mr. Araki was evidently a vagabond or 
ronin without any fixed occupation and had no relation whatsoever 
with the Japanese military authorities. The spokesman of the Mili- 
tary Attaché further said that proper steps had been taken with regard 
to Mr. Araki expelling him from China. Mr. Nakayama, the first 
Secretary of the Japanese Legation, stated that Mr. Araki was to be 
sent home and when questioned where home might be—Tientsin or 
Japan—replied ‘Japan’. 

“Mr. Araki had been known to this office when he was attached to 
the Japanese Army in Shanhaikwan and also in Tientsin, so when 
Japanese official sources denied his connection with the Japanese 
Army, inquiries were made as to his present position. It appears that 
Mr. Araki is still on duty with the Japanese Army in Tientsin as 
‘Diplomatic Officer’. When questioned by a reliable source Mr. Araki 
indicated that there was some difficulty between him and the Japanese 
Military Attaché in Peiping, Colonel Shibayama, and made the re- 
mark that “The case is not yet finished. We will see in a little while.’ 
It is apparent that Colonel Shibayama considers the activity of Mr. 
Araki as a trespass on his own particular territory which he does not 
think comes under the jurisdiction of the Tientsin command.” 

Respectfully yours, NEtson TRUSLER JOHNSON 

498.11/1865 7 

The Consul General at Mukden (Myers) to the Minister in China 
(Johnson) ® 

No. 911 MvuKpEN, March 28, 1934. 
Sir: I have the honor to refer to my despatch No. 896 of February 

21, 1934," reporting the formal acknowledgment by the Kirin Pro- 

' * Copy transmitted to the Department by the Minister in China in his despatch 
No. 2643, April 6; received May 5. The Minister expressed concurrence with the 
conclusion of the Consul General at Mukden. 

*° Not printed.
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vincial Government of the receipt of two claims of the Socony- Vacuum 

Corporation covering losses by looting which had been transmitted 
to it by this Consulate General under date of January 8th. 

There is enclosed a translation of a communication dated March 
92nd from the Kirin Provincial Government“ quoting an instruc- 
tion received from the Minister of Foreign Affairs to the effect that 
his Government’s responsibility in respect to claims such as those sub- 
mitted by the Socony-Vacuum Corporation is doubtful and that the 
matter is one which should be decided in the future by formal nego- 
tiation between his Government and that of the United States. 

It is quite evident from this communication that nothing further 
can be done in the matter of the claims in question and the other 
similar claims transmitted to the authorities concerned as reported 
in my despatch No. 885 of January 16th™ so long as formal recogni- 
tion of “Manchukuo” is withheld by the American Government. It 
is believed, however, that the communication constitutes as satisfactory 
a reply as could be expected under the circumstances. 

Respectfully yours, M. 8. Myers 

493.11 Shanghai/69 

The Japanese Consul General at Shanghai (shit) to the American 
Consul General at Shanghai (Cunningham) ” 

Suanenat, March 28, 1934. 

Sir AND Dear ConieacueE: In view of the fact that the military 
operations which the Japanese forces conducted early in 1932 in and 
around Shanghai were without doubt caused by the unjustified attack 
made by the Chinese soldiers on the Japanese naval landing forces at 
the time the latter were about to be detailed for a duty in the area 
assigned to them as part of the concerted defensive measures arranged 
among the foreign forces interested in Shanghai, the Japanese Govern- 
ment, it goes without saying, are under no obligation whatsoever to 
pay any indemnity for damage sustained by persons belonging to any 
third country. 

However, the Japanese Government, entirely apart from a sense 
of responsibility, have decided, ea gratia and as an exceptional 
measure, to give solatium to the nineteen sufferers belonging to the 
United States whose circumstances in respect to their losses are 
regarded as deserving special consideration in order that their suffer- 
ings may be alleviated even in a small degree. . 

With this view in mind, I have the honour to state that I am pre- 
pared to give solatium to the undermentioned American citizens and 

“ Not printed. 
= Copy transmitted to the Department by the Consul General at Shanghai 

in his despatch No. 9424, April 18 ; received May 7.
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organizations, (a detailed and individually allocated list of which 
as well as the principle governing distribution of solatium are at- 
tached herewith *) provided that they will relinquish their total 

claim. 
T have [etc. ] Traro Isuur 

793.94/6594 

The Minister in China (Johnson) to the Secretary of State 

No. 2622 Prreinc, March 29, 1934. 
| [Received April 21.] 

Sir: I have the honor to forward a copy of a memorandum * of a 
conversation which I had on March 24, 1934, with General Huang Fu, 
Chairman of the Peiping Political Affairs Readjustment Committee, 

: on the subjects of Sino-Japanese relations and conditions in China. 
General Huang said that the situation in North China was not en- 

tirely without danger as the Japanese were continually “pressing for 
this and that” but that there was evidence of Japanese efforts to as- 
suage the situation, as, for example, the stationing at Dolonor, Chahar 
Province, of only a Japanese captain and a few men, press reports of 
large troop concentration notwithstanding, and the decreasing of the 
number of people active about the Japanese headquarters in Tientsin. 
He believes that Japan can never succeed in Manchuria and that 
Manchuria will never really solve Japan’s population problem because 
the increasing Chinese population there will be more than sufficient 
to consume its resources. General Huang Fu was pessimistic with 
regard to the possibility of such leaders as Generals Chen Chi-t’ang, 
Yen Hsi-shan, and Han Fu-chu uniting in active support of the 
Central Government. 

Respectfully yours, Nrtson TRUSLER JOHNSON 

761.94/720 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineton,] March 30, 1934. 

I asked the Soviet Ambassador this morning whether he had any 
news from the Far East of interest and if he would care to give 
me his views concerning the Russian-Japanese relations. 

The Ambassador replied that he thought things were going better 
and he clearly indicated that he did not expect any war in the immediate 
future; while some of the hot heads in the military party were un- 

* Not printed.
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doubtedly in favor of early hostilities, the Ambassador felt that the 
Japanese Government and people as a whole were too sensible to take 
such a drastic step; he had recently received a letter from a high 
placed Japanese, an old friend of his, who had made a similar remark 
to the effect that the nation as a whole was too sensible to risk war at 
the present time. 

Mr. Troyanovsky thought that the Japanese ambitions were directed 
in a more southerly direction and that the ultimate goal was to put 
Pu-yi on the throne at Peiping, thus establishing a northern Chinese 
empire under the domination of Japan; some Japanese, he said, went 
even further than this and would be satisfied only with the domination 
of the whole of China. I asked the Ambassador whether, in the event 
of Pu-yi transferring his residence to Peiping, Manchukuo would re- 
tain its present entity or slip back within the Chinese boundary. The 
Ambassador did not reply directly other than to say that, no matter 
what happened to Manchukuo, it would always remain Japanese in 
fact. 

I asked the Ambassador whether he thought there was any possi- | 
bility of Russian recognition of Manchukuo in the event of a successful 
termination of the railway negotiations. Mr. Troyanovsky’s comment 
was merely that recognition of the independence of Manchukuo was 
utterly impossible while the Japanese armies remained in supreme 
control; he intimated that, should the Japanese armies retire from 
the field, the question might be open for consideration. 

WiLi14M PHILLIPS 

893.811/915 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, March 31, 1934—4 p. m. 

87. Your 122, March 15, 4 p. m. 
1. The Department entertains no doubt that the resolution of the 

Liao River Conservancy Board purporting to dissolve the Board and 
transfer its functions to the Manchukuo authorities was clearly ultra 
vires, as the agreement establishing the Board and prescribing its 
functions and authority cannot legally be amended or terminated with- 
out the consent of the Chinese Government and the Powers who par- 
ticipated with that Government in the making of the agreement. 

2. The Department accordingly concurs in the view of the French 
Government, as communicated by the French Chargé, that the dis- 
solution of the Board constitutes a violation of the Conservancy Agree- 
ment of 1914 and should be objected to by consulates concerned; and 
considers untenable the view of the British Legation that the parties 
to the Conservancy Agreement are estopped from making objection.
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8. The Department shares the view advanced by the French that 
objection should be made, but believes that, if and when made, it should 
be addressed not to the Manchukuo régime but to the Japanese Gov- 
ernment. There should be kept in mind the fact that those countries 
which are members of the League of Nations and also the United 
States are definitely committed to the principle of non-recognition in 
reference to the Manchukuo régime and have in practice consistently 
refrained from any action breaching or implying intention to breach 
that principle. Recently the British Minister for Foreign Affairs 
stated in Parliament and the American Secretary of State said to the 
press that there is no change in the position of their respective Gov- 
ernments in this connection. The Department believes that objection 
should be registered with the Government of Japan, as the agency 
primarily responsible for the illegal action toward terminating the 
Conservancy Agreement, but does not believe that it would be de- 
sirable to notify the Chinese Government of such action. Accord- 
ingly, you are instructed to inform your interested colleagues of the 
views above expressed and to obtain their views as to the advisability 
and practicability of joint action of the type thus indicated, and 
report. 

4, Although the Department does not anticipate that such action 
would bring about the restoration of the functions of the Conservancy 
Board, it believes that this clear violation of an international agree- 
ment should be formally objected to, on principle, in order to put on 
record the view of the interested Governments that there is involved a 
violation of the agreement and that the other powers concerned are not 
indifferent thereto. 

Hoy 

693.001 Manchuria/21 

The Consul General at Mukden (Myers) to the Secretary of State 

No. 662 Muxpsn, March 31, 1934. 

[Received April 26.] 

Sir: I have the honor to refer to my confidential despatch No. 463, 
of April 26, 1932," in regard to the “Open Door” as affected by the 
Japanese domination of Manchuria and to state that the situation 
described therein has developed along the lines indicated. As is 
well known, the Japanese position in Manchuria since the writing 
of that report has been consolidated and Japan’s control now extends 
throughout the economic structure of the new state as well as the 
political. Hven Chambers of Commerce, it may be mentioned, have 

* Not printed.
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their Japanese advisers. As Japanese industry has made great 
progress in recent years and has reached a point where it can supply 
many of the products required by the markets of Eastern Asia at 
prices considerably below those of producers in occidental countries, 
thanks to a low wage scale and a depreciated currency, it is not sur- 
prising that Japanese manufactures now dominate this market to 
an extent never before attained. That these conditions have greatly 
alfected the trade of the United States and other foreign countries 
with Manchuria is not to be wondered at. In view of these realities, 
a pre-“Incident” (1931) conception of the “Open Door” is misleading 
and to no purpose. It is the purpose, therefore, of this despatch 
briefly to point out some of the changes which have taken place more 
particularly in their relation to the “Open Door” and to show the 
trend toward Japanese monopolization of the trade of Manchuria. 
As having a direct bearing on this subject, reference is made to Japan’s 
essentially colonial policy for economic construction in Manchuria 
consisting of,'as unofficially defined by the military, (1) “the uni- 
fication and rationalization of the economic systems” of the two coun- 
tries, (2) the consolidation of their positions and (8) the “utilization 
of the economic resources of the two countries for improving their 
economic positions in the world” (my despatch No. 661, of March 27, 
1934," entitled “Economic Construction in Manchuria”). 

Foreign Firms 

As foreign trade activities in South Manchuria have been centered 
at Mukden, brief reference to the change in the number and condi- 
tion of foreign firms may be of interest. The following table gives 
part of the picture: 

1931 1984 

American 16 11 
British 12 9 
French 11 2 
German 19* 9+ 

Total 58 81—Decrease 46.55% 

It may be explained that a number of German firms including con- 
tractors were engaged chiefly in supplying equipment to the Arsenal 
or doing contracting work for it. Several other firms which were in 
this category, notably Béhler & Company Steel Works (Austrian), 
and Gran & Company (Norwegian), have also been closed as has been 
Skoda Works (Czechoslovakian), a large supplier of railway equip- 
ment in recent years. In line with the general trend, it may be men- 

7? Not printed. 
* Includes 2 at Newchwang. [Footnote in the original.] 
f Includes 1 at Newchwang. [Footnote in the original.]
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tioned that the local business of a large German firm, Siemens China 
Company, has been taken over by its affiliated company in Japan, 
the Fusi Denki. It was felt, it is understood, that this market may 
now be more advantageously reached in cooperation with Japanese 
interests as is the market in Japan. 

The business of the majority of the remaining firms is poor and it 
is only a matter of time until a number of others will close their 
branches. At least two American firms—probably a third one—will 
be closed this year. With a few notable exceptions it may be safely 
said that except for distributors of highly specialized products, such 
as petroleum, motor cars, dyes, sewing machines, et cetera, the busi- 
ness of foreign importers is no longer profitable. 

Favorable Position of Japanese Firms 

From the above it will be seen that Japanese firms are in an ex- 
tremely favorable position in regard to the trade of Manchuria. 

Not only are economic factors generally in their favor but Japanese 
direction of the general economic policy of the state as well as Japa- 
nese control of all public utilities including transportation and other 
means of communication and of the major industries assures the 
routing of trade in the desired channels. It is stated on good authority 
that orders have been given, presumably by the military, to at least 
some controlled enterprises which formerly were purchasers of for- 
eign equipment to buy only Japanese products unless not procurable. 
As far as is known, no major railway or electrical equipment has been 
sold by local foreign firms in Manchuria since the “Incident”, lines 
in which they were formerly very active. According to available in- 
formation, the only contracts of any importance awarded local firms 
have been the following: (1) a contract in 1933 for the construction 
of a concrete railway bridge on the Taonan-Tsitsihar Railway to 
Lothar Marcks, a German contracting firm, which amounted to about 
Yuan 180,000; (2) a recent contract to a German firm for supplying 

twenty “Biissing” Diesel motor driven railway trucks for the State 
Railways for short run passenger traffic—six were sold in 1933. 

As showing the marked difference between Japanese and foreign 
prices of some products, a few competitive prices quoted last year may 
be of interest. The Swedish Government, presumably through a 
German firm, offered reconditioned 75 ton locomotives, built in 1910, 
for Yen 75,000 each to the State Railways. The South Manchuria 
Railway Company’s price for 100 ton second-hand locomotives, built 
in 1920, was about half that amount. It was learned that new Japa- 
nese locomotives, both Mikado and Pacific types, were supplied at Yen 
78,000 each. According to reliable information a British firm quoted 

_ a price of Yen 0.57 per kilogram for stay bolt iron while the Japanese 
quotation was Yen 0.15 per kilogram. The Japanese product stood 
the better test. Present prices of ordinary Japanese roofing paper, it
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may be added, are only about half of those of corresponding American 

brands. 
It is alleged that Japanese firms generally operate on a much 

smaller margin of profit than do foreign firms. As an instance, one 
firm reported having quoted prices for certain material, for which it 
holds the agency, to a Japanese firm which in turn submitted quota- 
tions based on a gross profit of one and a half per cent. It has also 
been learned that Japanese firms last autumn were importing loose 
skinned Japanese oranges on a net profit basis of approximately two 
sen per box of about 40 oranges. 

Some Cases of Discrimination 

The principal cases of discrimination affecting American interests, 
which relate to the preferential duty treatment given Japanese light 
oil and to the distribution of fire insurance on Government property, 
have been treated in detail in various despatches from this office, 
notably my despatch No. 881, of January 12, 1934 to the Legation 
entitled “Complaints against ‘Manchukuo’ Customs Policy” and my 
confidential despatches numbered 841 and 891 of October 6, 1933 and 
January 31, 1934, to the Legation “ concerning fire insurance business. 
These cases are fair examples of the obvious purpose of the authori- 
ties to further Japanese interests whenever it is deemed expedient to 
do so. 

It will be realized that under existing conditions in Manchuria 
discrimination in favor of Japanese trade may be accomplished in 
many ways which are impossible to detect. When cases of discrimi- 
nation are discovered, it is frequently impossible to secure proof of 
them. <A few cases in point may be mentioned. Chinese living in 
the interior have on several occasions made the statement to an Ameri- 
can firm that they are unable to buy American motors as the light 
and power company, Japanese controlled, would refuse to connect 
them. This, it may be added, has not occurred at Mukden. One 
merchant made the statement that he imported goods from Japan, 
valued at over Yen 100 with invoice attached, through a prominent 
Japanese forwarding agent and that the duty assessed was only Yen 
1.50 instead of over Yen 10.00 as provided for in the tariff. The 
merchant in question made the observation that the Customs staff 
(at Antung) seems to be more preoccupied with advancing Japanese 
trade than collecting duty. It is asserted that many Japanese ship- 
pers grossly undervalue their imports and that their valuations are 
accepted by the Customs for duty assessment purposes while valua- 
tions of foreign shippers are much more closely scrutinized (my 
despatch No. 652, of February 21, 1934,* regarding alleged duty-free 

™ Despatches not printed. 
** Not printed.
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entry accorded Japanese playing cards by “Manchukuo” Customs). 
The opinion prevails that cases of discrimination in respect to the 

purchase of goods are rare; the ability of the Japanese to underquote 
all competitors would seem to render discrimination unnecessary. My 
inquiries have uncovered only one case falling within this category 
and this occurred in April 1982. It related to the purchase of a cir- 
cuit breaker for a boring mill by the Huangkutun Workshops. The 
order was given to a Japanese firm for a Japanese manufactured 
product although British goods were quoted at a lower figure. In 
this regard the British firm commented that Japanese merchants can 
almost always offer quicker delivery than foreign firms and further 
that as has been a common practice such a short time may be allowed 
for submitting prices that Japanese firms are almost certain to secure 

the order. 

Trend Toward Japanese E'ngrossment of Market 

As illustrating the marked tendency of the Japanese to give their 
business to Japanese firms, a foreign firm reported that it went to 
considerable expense to submit to the Showa Steel Works one bid 
each for American, British and German ball mill equipment because 
it had learned on good authority that such equipment was not made 
in Japan and that although American equipment was admittedly pre- 
ferred American prices were too high. The tender for British equip- 
ment was the lowest of the three but later information was obtained 
that the order had been given to a Japanese manufacturer at a ridicu- 
lously low price, so low, in fact, that it was thought the figure was 
incorrectly given. At any rate the business went to a Japanese firm. 
This engineering firm stated that it is not selling any products of 
the types that are produced in Japan. Last year a Czechoslovakian 
firm had a similar experience in regard to supplying equipment for 

| the new sulphate of ammonia plant. 
Another firm engaged in marketing railway specialties which for- 

merly did considerable business in Manchuria recently made the state- 
ment to me that it was given no opportunity of putting in bids for the 
requirements of the State Railways and that small Japanese firms are 
treated in a similar manner—as far as is known, no foreign firms are 
notified of their requirements. It is understood that the Direction 

General keeps a list of firms which have formally applied for the list- 
ing of their names and that when supplies or equipment are to be 
ordered only the firms that it considers qualified are notified. The 
manager of this firm expressed the opinion that local foreign com- 
panies have no opportunity of selling merchandise which is competi- 
tive with Japanese and that goods not procurable in Japan will usually 

be ordered through Japanese firms. Except railway ties sold through
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a large Japanese firm, I know of no American materials supplied in 
the past two years for the use of the State Railways. 

The manager of another foreign firm handling lines of American 
and British merchandise, chiefly hardware and office supples and 
equipment, recently stated that although the firm is doing a good . 
business now, he is convinced that within a few years all their lines 
will be marketed through agents in Japan, some of whom have already 
extended their sales operations in this territory. It is only natural 
that the manufacturer is not particularly interested in this develop- 
ment so long as he receives orders. 

In order to obtain a more realistic picture of market conditions, 
brief reference is made to several other factors. A practice that is not 
infrequent is to allow only a short period for the filing of tenders, the 
notice given foreign firms in regard to a recent tender for transformers, 
for instance, being two weeks. This period is adequate for Japanese 
merchants as mail matter may be delivered in the principal centers of 
Japan within four or five days. For the agents of occidental manu- 
facturers it is extremely short as telegraphing is scarcely ever war- 
ranted especially under existing conditions. Another factor favoring 
the purchase of Japanese railway equipment, for instance, is the fact 
that the personnel of the State Railways, executives, superintendents, 
foremen, in fact every one in authority, are Japanese, very few of 
whom have knowledge of any equipment other than Japanese. 

It will be recalled that the British-American Tobacco Company on 
January 380, 1984, opened a small factory—the Keystone Tobacco 
Company—at Liaoyang, 40 miles south of Mukden, for the purpose of 
manufacturing cigarettes for sale in the railway zone. This step was 
found necessary because the output of Japanese factories which are 
located in the railway zone are assessed the consolidated tobacco tax 
only on goods shipped out of the zone while the British Cigarette Com- 
pany, in the Commercial Settlement at Mukden, is obliged to pay this 
tax on its whole output wherever marketed. Permission to erect the 
new factory was secured with great difficulty and only after a consider- 
able lapse of time. Subsequently the negotiations for a suitable site 
were protracted for over six months. In this connection it may be 
mentioned that the company obtained assurances that although the 
eventual establishment of a tobacco monopoly is planned its realization 
in the near future is not contemplated. 

Concerning the company’s tax arrangements with the “Manchukuo” 
Government it has been learned that they are being carried out with 
less friction than under the previous regime. | 
Conclusions 

It will be seen from the above that the business of foreign firms in 
Manchuria is disappearing in the same way it did in J apan and 
Korea. Undoubtedly in marketing highly specialized products
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foreign firms may profitably continue their Manchurian business but 
according to all indications those engaged in general business will be 
obliged to close down in the face of Japanese competition. Japanese 
goods in so far as they are procurable will supply the market; for the 
marketing of foreign goods Japanese importers will, in most cases at 
least, occupy a more favorable position than foreign firms. Further- 
more, wherever possible, indications are that large enterprises will 
endeavor to purchase foreign goods direct from the manufacturer 
rather than through foreign middlemen. The few foreign interests 
which may continue to operate successfully in Manchuria will find it 
profitable either to associate themselves with Japanese as copartners 
or to secure the services of high-class Japanese employees. This 
development is already noticeable. Parenthetically, the Manchurian 
adventure has been expensive for Japan and strenuous efforts will be 
made to seek compensation in one way or another. 

It is probably true, as some business men observe, that many Chinese 
prefer to do business with foreign firms rather than Japanese and 

that lines which are marketed mainly among the Chinese will still be 
advantageously handled by foreign firms but that where the demand 
emanates from the Government or Government controlled enterprises 
Japanese firms afford the better representation. However, indications 
are that the Chinese market is susceptible to influence in so many 
ways that Chinese merchants will only rarely have an opportunity 
safely of giving expression to their preferences. 

A re-orientation of foreign business in Manchuria is now taking 
place. Not only have some American products, such as for instance 
railway and electrical equipment, telephone installation equipment, 
et cetera, been supplanted by Japanese manufactures but others are 
being distributed in a gradually increasing degree by Japanese agents. 
Even such strongholds of American trade as petroleum products and 
motor vehicles are to be invaded by Japanese concerns now in course 
of organization under “Manchukuo” charter, e. g., The Manchuria 
Petroleum Company and the T’ungho Motor Company (an assembly 
plant for heavy duty trucks in which Japanese motor car manufac- 
turers are interested ;—it will be reported upon in the near future). 
It is clear that the Japanese are not only aiming at the engrossment 
of this market but in so far as possible at the attainment of self- 

sufficiency, particularly in industries connected with national defence. 
A trade weapon that seems likely to be used in furthering Japanese— 
“Manchukuo” economic unity to the detriment of foreign trade is the 
import tariff, comprehensive studies of which are now being made. 
Economic progress in Manchuria, however, is bound to occur and it is 
reasonable to expect that it will bring about increased world trade in 
which American interests, directly or indirectly, should benefit. 

Respectfully yours, M. 8S. Myers
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893.811/919 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prine, April 4, 1934—5 p. m. 
[Received April 4—7 a. m.| 

151. Reference the Department’s telegram No. 87 of March 31, 
4p.m. Paragraph 1 [2] expresses agreement with French view that 
objection should be made by consulates concerned. Such protests, 
however, under French proposal are to be addressed to de facto au- 
thorities of “Manchukuo”. In paragraph 3 Department holds that 
protest should be made to the Japanese Government. ‘To whom does 
the Department wish consular protests to be addressed? Legation 
is refraining from conferring with other legations pending clarifica- 

tion of this matter. 
| J) OHNSON 

893.811/919 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, April 4, 1934—5 p. m. 

94. Your 151, April 4,5 p.m. Please disregard in paragraph 2 
of the Department’s 87, March 31, 4 p. m., the words “by consulates 
concerned” which Department regards as a minor detail in the French 
proposal as reported by you, and be guided by the Department’s ex- 
pression of the view that objection should be made, that it should not 
be made to the Manchukuo authorities, and that it should be made 

to the Japanese Government. Department is not prescribing either 
course of action or method, both of which subjects may, in Depart- 
ment’s opinion, appropriately be given consideration by you and 
your colleagues. 

Hutu 

790.94/64 | 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineton,| April 7, 1934. 

: During his call this morning I asked the Soviet Ambassador whether 
he had any further information regarding Far Eastern affairs. I 
said that I would like to keep in touch with him on all developments 
in that part of the world and that I welcomed his views. 

The Ambassador referred to a recent conference of Japanese and 
Manchukuo officials at Dairen during which, according to the press, a 
pan-Asiatic movement with Japan had been very much to the fore.



106 FOREIGN RELATIONS, 1934, VOLUME III 

The Ambassador said that he knew personally most of the Japanese 
conferees and that in his opinion they were all friendly to the Soviet 
Union. He felt more than ever that the prospective movement of 
the Japanese would be towards the west and the south rather than 

towards Siberia. Indications were that Japan desired to be friendly to 
the United States and to the Soviet Union, possibly in order to make 

their progress in China easier. 
The Ambassador spoke at some length about conditions in Manchu- 

kuo. He admitted that Japan had been pressing his Government 
for recognition of Manchukuo. The Soviet attitude in this respect 
was being guided solely by the conditions within Manchukuo itself. 
While Japanese dominated the country, while large Japanese armies 
were in occupation, while Chinese residents were unable to speak to 
foreigners without being imprisoned, the Soviet Government could 
not accept Manchukuo as an independent state. Although the Ambas- 
sador did not say so, it was apparent that the failure of the Soviet 
to recognize Manchukuo had nothing to do with the infringement 
by Japan of treaties with other nations. 

The Ambassador mentioned that Japanese agents had penetrated 
far into Mongolia and were in close touch with the Mongolian princes, 
—in fact, he said, Japanese agents were “everywhere”. 

WitiiAm PHILLips 

798.94/6580 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 11, 1934—6 p. m. 
[ Received April 12—8: 30 a. m.”] 

164. My despatch number 2557, February 22, and 2611, March 21 
[27].2° It becomes increasingly evident that the Japanese have con- 
veyed to the Nanking Government the threat that unless the latter 
reaches a “compromise” with Japan in regard to demand of the North 
China “Manchukuo” police authorities the Japanese military will in 
some manner effect the separation of North China from the nominal 
control of Nanking and obtain its desires with respect to this area 
without Nanking’s concurrence. 

Administrative Vice Minister for Foreign Affairs Tang Yu-jen told 
me on March 19th that the Government could not keep Huang Fu 
in Peiping indefinitely procrastinating with the Japanese over the 
question of certain demands concerned with relations between North 
China and “Manchukuo.” 

* Telegram in two sections. 
Latter not printed; for its enclosure, see memorandum by the Minister in 

China dated March 19, p. 79.
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General Huang Fu left Peiping for Central China April 3 having 
delayed his departure for a number of weeks and is now reported to be 
conferring with General Chiang Kai-shek presumably urging the wis- 
dom of a policy of “compromise” or “friendship” with Japan. Huang 
Fu’s delay in going south seems to have been due to the fact that he 
did not wish to make the visit until the differences of opinion existing 
among officials at Nanking about Sino-Japanese policy had been more 
or less resolved eventually [through?] Tang Yu-jen, visiting Peiping, 
probably at the instance of Huang Fu and it is presumed that upon 
his return to the south he reported on the serious situation existing 
in North China and the dangers involved in continuing to ignore the 
wishes of the Japanese military. It is supposed that when Huang 
Fu finally left for the south he had received some assurance that a 
settlement of China’s policy with respect to Japan was nearing accom- 
plishment. 

It is not known whether Nanking officials will be able to reach an 
agreement on policy. If they do not decide upon a policy of “com- 
promise”, which means a solution satisfactory to Japan of the question 
of through traffic on the Peiping—Mukden Railway Line and resump- 
tion of postal facilities (and in fact substantial Japanese influence in 
North China which will be only nominally under Nanking’s jurisdic- 
tion), it is anticipated that Huang Fu will not return to North China 
and that the Japanese military will take measures to effect the separa- 
tion of North China from Nanking’s normal control and to obtain 
from local Chinese militarists those advantages in North China which 
the Japanese military are determined to have. | 

It is not believed that the Japanese military will employ Japanese 
troops in North China to gain their ends; rather it will use per- 
suasion reinforced by money on the local dissatisfied or ambitious 
militarists. It may be that the Japanese military will attempt to put 
North China under the control of one complacent Chinese militarist 
although recent information reaching the Legation indicates that the 
Japanese may be content to have dealings with the leaders of the vari- 
ous provinces, the provinces no longer having connection with Nanking 

and no longer having nominal union through the existence of the 
Peiping Political Affairs Readjustment Committee. If fighting 
occurs during this readjustment it will be by Chinese troops, not by 
Japanese troops, if the latter can avoid being driven in as the Japanese 
military obviously wish to obtain their ends in a manner which they 
believe [ will?] appear to foreign government[s] as coming spontane- 
ously from the Chinese themselves and as not being the result of Jap- 
anese use of military force. 

Considerable speculation is now current with regard to the visit 
which Colonel Shibayama, Japanese Assistant Military Attaché, is 

748408—50—VvoL. 111I——-13
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making General Yen Hsi-shan at Taiyuan. It is believed that Shiba- 
yama assured Huang Fu that he would not visit Yen Hsi-shan (to 
further Japanese policy among local militarists) until it was definitely 
known that Nanking refused to agree to a policy of “compromise” 
with Japan. As Shibayama is admitted even by the civilian officials 
of his Legation who are out of sympathy with the Japanese military 
to be a man of high character, of comparatively liberal views and 
opposed in some degree to the headstrong Japanese officers in Tientsin 

. and in the Kwantung army, it seems reasonable to suppose that his 
visit to Yen is not for the purpose of creating discord in North China 
at present but is for the purpose of reminding the officials now con- 
ferring in the South of what the Japanese military will attempt to do 
vis-a-vis dissatisfied Chinese military leaders in North China in case 
Nanking officials fail to agree to a policy of “compromise” or 
“friendship” with Japan. 

It is impossible to forecast what Nanking’s decision will be. It is 
evident that if Nanking agrees it will retain nominal control over a 
North China where Japanese will obtain all that they desire and 
that if it does not agree it will lose even nominal control while Japan 
will obtain all its objectives in North China who will act as the 
Japanese wish them to act. 

Copy to Tokyo by mail. 
| J OHNSON 

793.94/6649 

The Minster in China (Johnson) to the Secretary of State 

No. 2657 Perrine, April 11, 1984. 
. [Received May 5.] 

Sir: I have the honor to enclose a copy of a memorandum * of a 
conversation which I had on April 3 with Sir Alexander Cadogan, 
British Minister to China, in which, after I had given him certain 
information already reported to the Department (despatch No. 2611 

of March 27, 1934 ?? with regard to the difficult position of General 
Huang Fu in North China, Sir Alexander made some comment with 
regard to the attitude of Great Britain in case a war between Japan 
and Soviet Russia should break out. | 

Sir Alexander, while recently in Nanking, was asked by Dr. Wang 
Ching-wei, President of the Executive Yuan and Acting Minister 
for Foreign Affairs, what Great Britain would do in case of such a 
war and Sir Alexander replied that China could not count upon Great 

” Not printed. 
* See footnote 95, p. 79.
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Britain’s becoming involved in any such war. Dr. Wang informed 

him that in case of a Russo-Japanese war China would remain neutral. 

Sir Alexander gained the impression that the Chinese were all very 

desirous of such a war. 
Respectfully yours, NELSON TRUSLER JOHNSON 

893.811/924 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasurneton, April 16, 19384—4 p. m. 

111. Your 168, April 14, noon. Please keep carefully in mind and 
make it clear to your interested colleagues that in our opinion the 
initiative in this matter was and is with the French. 

Huby 

761.94/734 | 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

No. 24 | Moscow, April 16, 1934. 
[Received May 2. ] 

Sir: I have the honor to thank you most gratefully for sending me. 
a copy of Mr. Grew’s despatch on Soviet-Japanese relations, No. 670, 
dated Tokyo, February 8, 1934. This admirable despatch has been 
of great value to me, and I trust that the Department will continue 
to forward to me similar documents. 

To Mr. Grew’s clear estimate of the situation I can add little. The 
decision as to war or peace in the Far East will be made in Tokyo, 
not Moscow. It is my belief that only a violation of Soviet territory 
will drive the Soviet Union to war. I must confine myself, therefore, 
to reporting the apprehensions of Moscow. 

(1) The leaders of the Soviet Government, without exception, 
believe that Japan eventually will attack the Soviet Union. They 
believe, moreover, that Japan’s objective will be permanent occupation 
not only of the Maritime Provinces but also of all Soviet territory 
east of Lake Baikal and the Lena River. 

Certain publicists, including Radek and Bukharin, and some minor 
officials in close touch with the Comintern, are less pessimistic than 
the Soviet officers and diplomatists. They cling to a tenuous faith 
in the growth of the communist movement in Japan. Both Radek : 

*3' The Counselor of the German Legation was reported in this telegram as hav- 
ing stated that his Government “will join but not interested in taking initiative” 
in objecting to the dissolution of the Liao River Conservancy Board.
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and Bukharin have told me that, in addition to communist workers, _ 
at least one-half the professors in the Japanese universities and schools 
are now secret members of the communist party. I cannot, of course, 
estimate the value of these statements. They were, however, made 

. to me in the course of intimate conversations with every appearance 
of frankness. Radek and Bukharin believe that if war can be delayed _ 
for a few years a social upheaval in Japan may not be out of the 
question. They pretend to believe that the ultimate solution of the 
Soviet-Japanese conflict will be a communist Japan and a communist 
Russia marching hand to hand to communize China. 

(2) Although there is little or no divergence of opinion as to the 
eventual certainty of war, there is considerable divergence of opinion 
as to the date of Japan’s attack. Voroshilov and the Army consider 
the menace imminent and regard the double-tracking of the Trans- 
Siberian Railroad as the most urgent task of the Soviet Union. 

Litvinov, with whom I have discussed the question many times, 
believes that Japan will not attack this spring or summer. He hopes 
to negotiate a peaceful settlement of the Chinese Eastern Railway 
question. Since he has said to me that the sale of the railroad to 
Manchukuo would constitute de facto recognition of the government ~ 
of that territory, I should not be surprised if, in order to keep Japan 
quiet, he should accord full recognition to Manchukuo. 

Sokolnikov, who is now in charge of Far Eastern affairs in the 
Soviet Foreign Office, and Karakhan, the leading Soviet expert on 
that area, agree that Japan will not attack this spring or summer. 
They believe that Japan will employ the next six months to extend 
her influence in North China and Mongolia and to consolidate her 
position in Manchuria. 

(3) Preparations for war in the Far East are being pushed with 
all possible speed. Work on the double-tracking of the Trans-Siberian 
Railroad has progressed all winter in spite of physical difficulties. 
Submarines are now being produced in the Soviet Union in such quan- 
tities that Voroshilov has assured me that he is now completely satis- 
fied with his Far Eastern flotilla. The statement has been made to 
me by two Soviet officials that these submarines are shipped in com- 
pleted form to the Far East, stretched over three large flat cars. I 
have been unable to check the truth of this statement. 

(4) Everyone in Moscow believes that time is running in favor of 
the Soviet Union and that within a year and a half the Soviet Union 
will be impregnable. The Soviet Foreign Office is, therefore, making 

| every effort to postpone the conflict with Japan and to make certain 
that the Soviet Union will! not be attacked by other nations if engaged 
In war with Japan.
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The signing of the non-aggression pacts with the Baltic States was 
designed not only to reinsure those frontiers but also to compel Poland 
to enter into a similar extension of her pact with the Soviet Union. 
Litvinov was triumphant when he told me that Poland would sign the 
next day and furious when Poland did not sign. 

The Polish Ambassador, who conducted the negotiations with Lit- 
vinov, told me that Poland’s last minute refusal to sign was due to 
the Soviet Union’s unexpected reaffirmation of its position with regard 
to Vilna. He added that Poland would sign as soon as the Soviet 
Union would declare an absolute disinterestedness in the frontiers of 

Poland. : 
I have investigated with the utmost care the story that Poland and 

Germany, planning to divide White Russia and the Ukraine between 
them, had agreed to a joint attack on the Soviet Union in case the 
Soviet Union should become engaged in a war with Japan. I am 
convinced that there is no truth in this rumor. Litvinov himself has 
admitted to me that he no longer believes it. 

(5) Litvinov, Voroshilov, and many other Soviet leaders have ex- 
pressed the opinion to me that the largest single deterrent to an attack 
by Japan this spring was recognition of the Soviet Government by 
the United States. They believe that the Japanese Government was 
uncertain as to the extent to which our relations had become intimate 
and feared an eventual attack by the United States in case of war. 
They are aware that if the honeymoon of December and January be- 
tween the United States and the Soviet Union should now culminate in 
a rapid divorce an attack by Japan would become more likely. For 
this reason, but for no other, I am inclined to believe that they will not 
allow their relations with the United States to become so unpleasant 
as their relations with Great Britain. But it is not to be forgotten 
that the leaders of the Soviet Government place all capitalist states in 
the same unpleasant category and that they feel “it is poor picking 
between rotten apples”. 

(6) From Japanese sources I have little to report. The Japanese 
Ambassador here has gone out of his way to be most polite to me and 
I have the impression that he has received orders to cultivate the 
closest possible relations with the American Embassy in Moscow. He 
startled me, however, a few evenings ago at a party at his Embassy 
in my honor by saying suddenly, “Well, which war will begin first, 
Japan and the Soviet Union or Japan and the United States?” Take- 
tomi, Japanese Minister to the Netherlands, when I was on my way 
to my post, exploded one evening with the following: “The whole 
trouble is our militarists. Some colonel at any minute may march 
his men across the Amur River. So long as Hirota remains in office
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the Japanese Government will not decide to go to war. But how long 
will he remain in office? And who can tell what our young officers will 
do?” | 

That question cannot be answered in Moscow. 
Respectfully yours, Witiiam C. Bowiirr 

CHAPTER II: APRIL 17-JUNE 30, 1934 

Eiji Amau’s statement of Japan’s objection to foreign assistance for 
China; Hirota’s explanation of Japanese policy toward China, April 26; 
the role of the League of Nations in the Far East, April 28; Foreign 
Commissar Litvinov’s views on the Far East, May 14; the British For- 
eign Secretary on economic sanctions in the Far East, May 18; El Sal- 
vador’s recognition of “Manchoukuo;” resumption of railway service 
between Peiping and Mukden, as of July 1 

793.94/6586 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 18, 1934—5 p. m. 
[Received April 18—9 a. m.] 

71. 1. Fleisher * informs me that he has telegraphed to the Vew 
York Herald Tribune the full text of his translation of the “unofficial” 
statement released last night by the spokesman of the Foreign Office 7° 
regarding the Japanese attitude toward the rendering of assistance to 
China by other countries. This translation has been checked with the 
Japanese text by the Embassy and found to be substantially correct. 
An official translation into English is to be issued by the Foreign Office 
tonight or tomorrow. If the official translation differs in any im- 
portant particulars from the translation telegraphed to the Herald 
Tribune, I shall inform the Department by telegraph. 

2. Although the Foreign Office spokesman at first labelled the state- 
ment as “unofficial”, he told the correspondent of the Associated Press 
that it had received the approval of the Minister of Foreign Affairs. 
This morning he told the newspaper correspondents that the statement 
“could be considered as official” and that it would be sent to the 
Japanese diplomatic missions abroad for transmission to the various 
governments. 

3. This morning the Foreign Office spokesman further stated that 
if the League of Nations should take any concerted action of political 
significance in China, such action would be regarded as objectionable 
by Japan. He also stated that Japan would use force if necessary to 

“ Wilfrid Fleisher, managing editor of the Japan Advertiser, and correspondent 
in Japan of the New York Herald Tribune. 

* For text of the English translation unofficially issued by the Foreign Office, 
see Foreign Relations, Japan, 1931-1941, vol. 1, p. 224.
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uphold its policy. In reply to a question he stated that the policy 
was not intended to conflict with any existing treaties including the 
Nine-Power Treaty.” : 

4, While local opinion on the subject has not yet crystallized, some 
observers believe that this constitutes the most important pronounce- 
ment of Japanese policy toward China since the presentation of the 
21 demands.” 

Repeated to Peiping. 

GREW 

893.01 Manchuria/1076 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Pririne, April 18, 1984—7 p. m. 
[Received April 18—10:30 a. m.] 

180. Following telegram has been received from Peck at Nanking: 

“April 18, 9 a. m. Wang Ching-wei arranged confidential interview 
_ last night with four intimate friends and me to inform me that the 

Japanese are forcing the Chinese Government to a decision in regard 
to reopening through railway traffic with ‘Manchukuo’. The Jap- 
anese are not demanding formal recognition of ‘Manchukuo’ but on the 
contrary they consent to any device suggested by China to divest 
through traffic of significance in that connection such as by separate 
railway managements, operation of through traffic by a third party, 
et cetera. Wang asked whether I would personally advise the Chinese. : 
Government to yield or to give point-blank refusal thereby incurring 
risk of reopening hostilities with Japan since Japan would probably 
run through trains under military guards. I replied that I had not the 
slightest idea what course would appeal to the Department as being 
the more advisable but that from conversations with various persons 
I thought there would be few foreign critics if China compromised 
with Japan since apparently China was faced with force majeure and 
no third party showed disposition to intervene forcibly on behalf 
China. Wang said obviously Japan was insisting on through traffic 
as first step leading to de facto recognition of Manchukuo and sur- 
render by China would appear to be betrayal of the moral support 
given by the League and various nations. One person present ob- 
served that surrender to Japan would imperil the Government’s posi- 
tion internally but Wang replied ostentatiously that this could be dis- 
regarded and the international aspect was the only one to be con- 
sidered. ‘There followed discussion whether through traffic would con- 
stitute de facto recognition but no conclusion was reached except that 
difference between de facto and de jure recognition was slight. There 
was evident apprehension that some powers are awaiting any excuse 
afforded by China to extend de facto recognition to ‘Manchukuo’. Ap- 

| *° Signed at Washington February 6, 1922, Foreign Relations, 1922, vol. 1, p. 276. 
” See ibid., 1915, pp. 79 ff.
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parent motive behind the interview was the hope that I would inform 
Department by telegraph of the difficult decision which is being forced 
by Japan on China and of the extreme unwillingness of the Chinese 
Government to take any step savoring of recognition of ‘Manchukuo’.” 

Above telegram appears to indicate that Wang Ching-wei is anxious 

to have our support in making his decision in this difficult matter. 
Legation is of the opinion that Peck should be instructed to say that 
the American Government is not prepared to advise as to what decision 

China should make in the matter. 
Following additional telegram has been received from Peck. — | 

“April 18, 2 p. m. Unofficial report is current that the Government 
has decided to leave question of through traffic with Manchuria for 
local settlement, probably on the basis of the operation of the traffic 
by some foreign firm having financial investments in the Peiping— 
Mukden Railway thus disassociating the Chinese Government from the 
project.” 

J OHNSON 

793.94/6597 

The Chinese Foreign Office to the Chinese Legation in Washington * 

Issued today following informal statement in reply to Japanese 
statement of April 17th: 

_ “China is always of the opinion that international peace can be 
maintained only by the joint efforts of all the members of the family 
of nations. Especially is it necessary for nations to cultivate the 
genuine spirit of mutual understanding and remove the fundamental 
causes of friction in order to establish durable peace among them. No 
state has the right to claim the exclusive responsibility for maintain- 
ing international peace in any designated part of the world. 

“Being a member of the League of Nations China feels it her duty 
to promote international cooperation and achieve international peace 

: and security. In her endeavor to attain these ends she has never har- 
bored any intention of injuring the interests of any particular country 
far less causing a disturbance of peace in the Far East. China’s rela- 
tions with other nations in this regard have always been of such a nature 
as would characterize the relations between independent and sovereign 
states. 

“In particular China desires to point out that the collaboration 
between herself and other countries whether in the form of loans 
or in the form of technical assistance has been strictly limited to 
matters of a non-political character and that the purchase of such 
military equipment as military aeroplanes and the employment of 
military instructors and experts have been for no other purposes 
than national defence which chiefly consists in the maintenance of 
peace and order in the country. No nation which does not harbor 

78 Copy transmitted to the Department by the Chinese Minister on April 19.
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any ulterior motives against China need to entertain any fears con- 
cerning her policy of national reconstruction and security. | 

“In regard to the situation now existing between China and Japan 
it should be emphasized that genuine and lasting peace between the 
two countries as between any other countries should be built upon 
foundations of good-will and mutual understanding and that it 
would go a long way towards the laying of such foundations when 
the existing unfortunate state of affairs could be rectified and when 
the relations between China and Japan could be made to rest on a 
new basis more in consonance with the mutual aspirations of the 
two countries.” 

[Nanxine,] April 19, 1934. 

893.811/925 : Telegram 

The Minster in China (Johnson) to the Secretary of State 

Perrine, April 20, 1984—noon. 

[Received April 20—7 : 28 a. m.] 

184, Department’s 87, March 1 [37], 4 p. m. and my 168, April 14, 

noon.2® French Chargé d’Affaires informs me that French Govern- 
ment feels that a protest addressed to the Japanese authorities would 
seem to imply the recognition of a privileged situation for Japan in 
Manchuria and suggests that oral protest should be made by the 
foreign consular authorities concerned to the local “Manchukuo” au- 
thorities concerned. 

I have not yet learned British Government’s reaction. 
J OHNSON | 

793.94/6588 : Telegram CO 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, April 20, 1934—8 p. m. 
[Received April 20—11: 50 a. m.] 

72. My 71, April 18, 5 p. m. 
1. I have today received so many conflicting interpretations of the 

reasons for Amau’s enunciation of Japan’s policy concerning foreign 

“interference” in China that I do not yet feel in a position to clarify the 
matter to the Department. There are those who report “on reliable 
authority” that the announcement was made without the authorization 
or knowledge of Hirota who 1s reported to be angry and distressed at 
Amau’s action, said to have been taken to please the military with whom 
Amau is now working in an endeavor to emulate Shiratori. I know 

“Telegram No. 168 not printed; it reported communication of Department’s 
views expressed in No. 87 to representatives of Great Britain, France, and Ger- 
many. See also footnote 28, p. 109. 

” Toshio Shiratori, former spokesman: at the Japanese Foreign Office.
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definitely that Shidehara and other liberals have called on Hirota and 
have registered their strong disapproval of the statement, which ap- 
pears to run counter to the latter’s conciliatory policy of cultivating 
better relations with China and other nations. On the other hand, the 
Vice Minister for Foreign Affairs told Fleisher today that the an- 
nouncement accurately represented the policy of the Government. 

2. The enunciated policy is of course open to broad interpretation 
and in view of all present circumstances it is my opinion and that of 
most of my colleagues that it will not, at least for the present, be en- 
forced in a way liable to create friction with other countries. It seems 
to me to be highly probable that the statement has been made with a 
view to building up Japan’s position in the eventual conversations 
preliminary to the coming Naval Conference. 

8. The only certain method of obtaining a correct interpretation of 
the announcement is to seek an explanation from Hirota himself. If 

I should seek an interview at the Foreign Office it would be attended 
by wide publicity. Hirota has, however, offered to receive me at his 
residence without publicity if I should at any time so desire. I shall 
take no action unless instructed by the Department. 

Repeated to Peiping by mail. 

GREW 

893.01 Manchuria/1076 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineron, April 20, 1934—noon. 

120. Your 180, April 18, 7 p. m. 
1. The Department feels that it would be neither appropriate nor 

expedient for the American Government to undertake to give the 
Chinese Government advice with regard to this matter. 

Without implying any disapproval by Department of the expression 
made by Peck, as reported, of his personal opinion, Department de- 
sires that Peck at an early moment say to Wang Ching-wei, orally and 
informally, as from you, that it is your understanding that the De- 
partment’s view is as stated above; also, that, in so doing, Peck reiterate 
to Wang that the view which he expressed with regard to compromise 
was strictly an expression of personal opinion. Further, Peck may 
point out, as for information, that, while it is true that in the press there 
have appeared reports suggesting that various powers may be con- 
templating modifying their position with regard to Manchukuo, these 
reports appear to have little if any basis in fact; that, whether they 
are or are not deliberately inspired for obvious purposes, it might be 
queried : should China or any other power adopt as a basis for action
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by it a hypothesis based on rumor that some other powers are prepar- 
ing to make such modification. The American Government and the 
governments members of the League have on various occasions made 
known their position, in declarations of attitude which still stand.™ 

Department requests that both Legation and Peck reread in this 
connection for background and guidance purposes Department’s tele- 
gram to Legation No. 215, July 17, 1932, 11 p. m.* 

Hou 

793.94/6588 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, April 20, 1934—6 p. m. 

54. Your 72, April 20, 8 p. m. and 71 previous. Department 
has read text as printed in New York Herald Tribune and is 
informed by a press correspondent that Japanese Ambassador states 
he has official text which differs from Herald Tribune text by 
only a few words and that he is making translation and will call 
at Department with regard to the matter in due course. Correspond- 
ents have pressed Department for comment, but Department has de- 
clined, Japanese Government having communicated nothing to it, 
to make any comment. Department feels that neither you nor it 
should initiate at this stage any action indicative of interest or con- 
cern and approves penultimate sentence of your telegram 72. 

| Hut 

793.94/6648 | 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 751 Toxyo, April 20, 1934. 
[Received May 5.] 

Sir: [For first two paragraphs of this despatch, see extract printed 
in Foreign Relations, Japan, 1931-1941, volume I, pages 223-224; 

* When this instruction was carried out on April 22, Dr. Wang Ching-wei 
“said that if the Chinese Government did consent to resume through traffic with 
Manchuria it would certainly be in a way which would not disturb in any way 
the principle of non-recognition of ‘Manchukuo’; it would be done through the 
operation of a through service by the Wagons Lits Company, with due safeguards 
in relation to separate tickets and rolling equipment for the two sections of the 
line, or in some such way. The Chinese Government, he said, would never take 
any step which could be construed as implying recognition of ‘Manchukuo’.” 
(893.01 Manchuria/1094) 

* Foreign Relations, 1932, vol. rv, p. 165. 
% In informing the Embassy in the Soviet Union (as Department’s No. 47) and 

the Legation in China (as Department’s No. 123), the Department requested 
reports on reaction, official and unofficial, in those countries (793.94/6589).
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for the enclosed “Unofficial statement” by the Japanese Foreign Office 
| on April 17, 1984, see ibid., page 224. ] 

The Embassy’s impression is that the statement as issued conveys 
the true policy of the Japanese Government toward activities by other 
countries in China, but that the Foreign Office is somewhat fearful 
of the effect of the statement abroad and therefore is carefully main- 
taining a position where it can deny that such a statement was ever 
officially issued. This view is borne out by a conversation which a 
member of the staff of the Embassy had with an under official of the 
Bureau of Asiatic Affairs of the Foreign Office on the 19th. Accord- 
ing to this official, the essential basis of the announcement, namely, 
that the Japanese Government feels that it should be consulted by 
other governments before they take any action in China, is the actual 
opinion of those in charge of Japan’s relations with China. The 
official stated that the statement of policy should be interpreted in a 

. negative rather than a positive way; that Japan did not contemplate 
any single-handed action in China but only wanted the other powers 
to recognize Japan’s right to be consulted when they contemplated 
any activity in China. The official did not state how this policy could 
be reconciled with Japan’s recognition, in the Nine-Power Treaty, 
of the administrative integrity of China. 

Tt has been apparent for some time that the Japanese Government 
has been developing such a policy as is outlined in the statement 
unofficially released by the Foreign Office on April 17th. There was 
considerable resentment, official and unofficial, of the American wheat 
and cotton loan to China, and for months past the Japanese have 
viewed with a suspicious and resentful eye the activities of American 
airplane companies in China. Even the activities of Dr. Rajchman, 
of the Health Bureau of the League Secretariat, in China have called 
forth considerable criticism in Japan. On April 9th, in commenting 
on rumored plans for international cooperation in giving economic 
assistance to China, the spokesman for the Foreign Office stated that 
such attempts have always ended in failure in the past; that the 
repercussion from failure in Japan was much greater than in other 

countries; and that for these reasons Japan would not only not join 
in such international cooperation but would definitely oppose any 
plans for international cooperation.* The statement issued on April 
1%th is undoubtedly an elaboration and elucidation of the policy men- 
tioned on the 9th, but the question which has been agitating foreign 
circles in Tokyo is not why the Government issued such a statement, 
but why the Government issued the statement at the present time, 
when everything possible is being done to conciliate foreign countries. 

* For additional correspondence on this subject, see pp. 371 ff.
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The under-official of the Foreign Office with whom a member of my 
staff conversed stated that he knew of no reason for issuing the state- 
ment of policy at the present time, but seemed to be inclined to ascribe 
the move to a desire on the part of Mr. Amau to create a sensation, 
such as Mr. Shiratori, when in the same position in the Foreign Office, 
was inclined to create. This interpretation, however, seems somewhat 
strained. Baron Shidehara, when questioned by one of the news- 
paper correspondents, expressed surprise that the statement should 
be issued just at the moment when Japan’s relations with other nations 
appeared to be improving. An explanation which most observers 
agree seems to be the most reasonable is that the Japanese suspect that 
Dr. Rajchman, of the League Secretariat, now on his way to Geneva 
from China, where he has been conducting investigations for some 
months past, is carrying with him some plan for international technical 

and economic assistance supervised by the League of Nations, to 
China, and that the Japanese Government wishes to forestall any such 
move by the League. 

There are various reports, some of which seem to be reliable, re- 
_ garding the impelling force behind the issuing of the statement. One 

is that the action was taken at the instigation of the military, who 
have always advocated a strong attitude toward China and who in- 
duced Amau to issue the statement without the authorization of Mr. 
Hirota, thereby placing him in a most difficult position, as the policy 
enunciated in the statement is not in accord with his conciliatory 

_ policy, and as he cannot withdraw the statement without incurring 
the enmity of the military. On the other hand, Mr. Shigemitsu, the 
Vice Minister for Foreign Affairs, according to most reliable informa- 
tion, thoroughly endorses the statement, asserting that it forms a part 
of Japan’s fixed policies, and that it will be carried out regardless. 
of the opposition of other nations of the world. Mr. Amau himself, 
in a private conversation, asserted that the statement was issued as 
a sort of preliminary to the forthcoming naval conference, which 
would be a success if Japan’s thesis regarding assistance to China is 
accepted by the other powers and which would fail if the thesis is 
not accepted. . 
Amau, in the press conference of the morning of April 20, made 

an impromptu translation of a typewritten document. According | 
to his translation of the document, Japan has no intention of inter- 
fering with the legitimate interests of other powers in China; Japan 
will object only when the action of a third power threatens Japan’s 
position ; Japan has no intention of interfering with the independence 
of China or of infringing on the interests of China; and Japan has no 
intention of deviating from the established policies of the Open Door 
and equal opportunity, or of infringing existing treaties. This state-
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ment was apparently issued after it was seen that the original state- 
ment had excited much adverse comment abroad, and was intended to 

calm the fears of other nations. It will be observed, however, that 
while it modifies the tone of the original statement somewhat, it does 
not alter the basic policy. 

According to the Tokyo Nichi-Nichi of April 19, 1934 (Japanese 
Edition), the Army authorities unqualifiedly support the stand en- 
visaged in the statement issued by the Foreign Office in regard to 
international assistance to China. Since the outbreak of the Man- 
churian incident in 1931, the military authorities have viewed all at- 
tempts at or consideration of political and economic assistance to 
China as. being injurious to the maintenance of peace and order in 
East Asia. This was demonstrated by Japan’s refusal to accept the 
conclusions of the Lytton Report, which contemplated assistance to 
China. The Japanese military authorities believe that European and 
American nations should not endeavor to interfere in Oriental affairs, 
because of their lack of adequate knowledge of conditions and factors 
making for the maintenance of peace in the Orient. ‘The maintenance 
of peace devolves only upon Japan and China, and there can be no 
argument on this point. They hold that it is shown by actual de- 
velopments that the Nine-Power Treaty aiming to bring about peace 
and order in China has no practical value in its application to actuali- 
ties, and that it is reasonable to conclude that it has practically been 

: invalidated. Under these circumstances, they say, Japan should 
refrain from participating in the next naval conference if it is pro- 
posed that the conference touch upon Oriental problems in addition to 
matters directly concerned with naval limitation, and if the confer- 
ence should proceed to consider the political problems of the Orient, 
Japan should immediately withdraw from the conference, as Japan’s 
policy in this regard is settled and unshakable and no discussion 
can be permitted. Therefore Japan should object to any agreement 
which will hamper cooperation between Japan and China, if any such 
agreement is proposed at the next naval conference, according to the 
military authorities. 

In regard to the statement issued by the spokesman of the Foreign 
Office, the Embassy desires to invite the attention of the Department 

_ to the fact that the term “Toa” (Eastern Asia) is used in the statement. 
| As a rule, the Japanese formerly used the term “Toyo” (Eastern 

Seas, or the Orient, as distinguished from “Seiyo”, Western Seas or 
the Occident) or “Kyokuto” (Extreme or Far East) in designating 
the Far East generally. The term “Eastern Asia” has a somewhat 

* League of Nations, Appeal by the Chinese Government, Report of the Commis- 
sion of Enquiry (Geneva, October 1, 1932).
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different and more precise connotation and is probably meant to 
include parts of China. 

So far four vernacular newspapers, the Zokyo Asahi, the Jizi, the 
Chugai Shogyo and the Hochi, have published editorials on the subject 
of the statement issued by the Foreign Office. They all endorse the 
principles contained in the statement, although the Asahi doubts that 
cooperation between Japan and China will be possible for some time to 
come, because of opposition among some elements in China. The 
Hochi, while not disapproving of the statement, believes that the 
phraseology was too abstract, resulting in misunderstandings abroad, 
and was issued at the wrong time, before an understanding had been 
reached through diplomatic channels with other nations. The Japan 
Advertiser of April 19th published an editorial on the subject, express- : 
ing doubt that other nations will be prepared to subscribe to the 
Japanese thesis regarding assistance to China. Newspaper clippings 
containing these five editorials are enclosed herewith.* 

In my opinion, the implications contained in the Foreign Office state- 
ment are very serious. If the policy as therein outlined is adhered to 
and carried out strictly, it will constitute an element in international 
affairs as important as, if not more important than, the Monroe Doc- 
trine of the United States. It goes much further than the Monroe 
Doctrine and places China in a state of tutelage under Japan. In 
view, however, of the declared policy of the present Minister for 
Foreign Affairs to use every means in his power to better Japan’s 
relations with other nations, I do not believe that any attempt will be 
made at the present time to enforce the policy outlined in the Foreign 
Office statement in a provocative manner. 

Respectfully yours, J osePH C. GREW 

793.94/6590 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, April 21, 1934—10 a. m. 
[Received April 21—9: 35 a. m.] 

187. Thursday’s and Friday’s press carries headlines regarding 
statement of Japanese Foreign Office spokesman on Chinese [situa- 
tion], authentic version of which, however, has only been thoroughly 
digested today and all papers continue this as front page story, to- 
gether with the attempted modification issued yesterday by Tokyo. 
In general press here interprets Japan’s move as a “Monroe Doctrine 
for the East” proposed by Japan at a moment of general confusion in 

** None reprinted. .
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the western world. The attempted explanations and disclaimers which 
have followed the first statement have, in the view of the press, merely 
underlined and clarified the essentials. 

In the Houses of Parliament on the 19th Simon stated that he must 
await further information before any official statement could be made 
and official spokesmen are maintaining this attitude, although Foreign 
Office Press Section pointed out to correspondents British treaties, 
particularly the Nine-Power Agreement and the earlier Four-Power 
Consortium Agreement of 1920. It is expected an official statement 
will be made in the House of Commons early next week in reply to 
questions. 

The press and public opinion obviously infer this Japanese state- 
ment will, apart from China itself, be regarded very seriously by the 
British and Soviet Governments but more especially by the United 
States Government since it threatens the traditional American policy 
of the “open door”. Press assumes United States will take the initia- 
tive in consulting with other powers. There is a general sentiment 
expressed both in the press and in conversation for close Anglo- 
American cooperation. Lord Cecil ** states in a press interview he 
regards this Japanese action as-an inevitable consequence of the failure 
of the League of Nations to stop Japan from seizing Manchuria. 

Foreign Office has stated no conversations have taken place as yet 
between the British Ambassador and American Government on this 
subject. : 

BINGHAM 

793.94/6591 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

Lonvon, April 21, 1934—11 a. m. 
[Received April 21—8: 35 a. m.] 

188. My 187, April 21, 10 a.m. In conversation with Simon yes- 
terday evening he read me British Embassy telegram from Tokyo, 
just received, giving the British Ambassador’s version of the state- 
ment of the Japanese Foreign Office spokesman in regard to China. 
Simon said he took a most apprehensive view of this Japanese move 
and said that to meet it successfully he felt close Anglo-American 
consultation and cooperation was necessary, and hoped for his part 
that once the facts were established there might be an early exchange 

7 Hor text of the Consortium Agreement signed October 15, 1920, see Foreign 
Relations, 1920, vol. 1, p. 576. 

* Viscount Cecil of Chelwood.



THE FAR EASTERN CRISIS 123 

of views. I regarded it as significant that he made no reference to 
the League of Nations. 

I told Simon I would report his statement to me to my Government. 
BINGHAM 

893.811/926 : Telegram | 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 21, 1934—3 p.m. 
[Received April 21—11: 10 a. m.] 

187. My 184, April 20, noon. British Legation states that British 
Foreign Office has instructed it that it is unwilling to retreat from 
position previously taken which was reported in my 122, March 15, 

4 p.m. 
J OHNSON 

793.94/6592 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

. Toxyo, April 21, 1934—9 p. m. 

| [Received April 21—2: 05 p. m.] 

13. My 72, April 20, 8 p. m. and Dept’s 54, April 20, 6 p. m. 
1. The opinion of foreign observers is now tending towards the 

belief that the Foreign Office statement of policy was issued at the 
present moment owing to anxiety over the increasing evidence of 
foreign activity in China. Rajchman is on his way to Geneva to re- 
port to the League of Nations on the question of technical assistance. 
Monnet, also of the League, is reported by my French colleague to 
be active in Shanghai in endeavoring to organize an international 
syndicate, with alleged prominent participation of American capital, 
for the purpose of financing a public works program. The Chinese 
Government is said to insist upon the exclusion of Japanese from par- 
ticipation in the proposed financing. The German General von Seeckt 
is reported to have arrived in China with a considerable number of 
officers to give military instruction, while Americans, Italians, and 
French are said to be active in selling airplanes. The Legation in 
Peiping is doubtless in a better position than the Embassy to confirm 
or deny the foregoing reports. At any rate the combined effect of 
these various alleged activities and enterprises lead to Japanese fears 
of a strengthening China and is believed to have precipitated the 
recent definition of policy. Observers now believe that the statement 
was issued with Hirota’s full endorsement although none of my col- 
leagues appears as yet to have discussed the matter with him. 

748408—50—VOL. 111-14 |
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2. On being questioned yesterday as to the method by which Japan 
proposed to circumvent the delivery of war material and other foreign 
assistance to China, the Vice Minister for Foreign Affairs told Fleisher 
that pressure would be brought to bear not on the countries of origin 
but on the Chinese themselves. 

Repeated to Peiping. : 
GREW 

3 793.94/6595 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, April 22, 1934—5 p. m. 
[Received 10:25 p. m.| 

60. Your telegram No. 47, April 20, 6 p. m.*° Soviet reaction to 
Japan’s announcement in regard to China is one of unalloyed delight. 
The position of the Soviet Union is regarded as greatly improved 
since it is considered likely that the United States and Great Britain 

-now will have to oppose Japan openly whereas the Soviet Union 
will be able to remain discreetly in the background and may thus 
avoid the war with Japan which has been considered inevitable. 

Litvinov, grinning broadly, said to me today: ee 

“Perhaps your Government will realize now that there is no limit 
to which Japan will not go. Any concession whatever leads merely 
to further demands. This is equivalent to proclamation of a protec- 
torate over China. 

I know that the Japanese Minister in Peiping informed the British 
and German Ministers in advance. The British Minister said he 
could not assent. The German assented. You will note that the 
Japanese announcement was not directed against the German instruc- 
tors of the Chinese Army which to my mind means that those in- 
structors are the agents of the Japanese Government rather than of 
the Chinese Government. The announcement was directed against 
the United States and against the League of Nations whose committee 
headed by Rajchman is about to report. 

There is but one way to stop Japan today and that is to call on 
: all powers interested in the Pacific for a joint protest. The United 

States, the Soviet Union, Great Britain, France, Holland and Italy 
should be invited to join in a protest.” 

I asked Litvinov why he did not include Germany. He said that 
he believed Germany was much too close to Japan at the moment to 
do anything but make trouble. I asked him if he did not think action 
should come by way of the League. He replied that the League would 
take no action ; that this was a matter for the Pacific powers. I asked 

*° See footnote 33, p. 117.
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him if he thought words would be of any use unless we were ready 

to back them up by acts which none of us were anxious to perform. 

He answered that thus far Japan had only used words and that at 

the moment words were a fitting reply. 
Litvinov said: 

“Tf you allow this statement of the Japanese Foreign Office to pass 
without comment the Japanese in the future will insist that it has 
established a definite policy and that you have acquiesced by your 
silence.” 

I made no comment‘on the foregoing observations but asked Litvinov 
how his negotiations with regard to the Chinese Eastern Railway were 
progressing. He said that he had submitted another offer to Japan 
but although the Japanese had promised to discuss it they had not 
done so. 

The Soviet press under orders has refrained from comment on the 

Japanese announcement. 
BULLITrT 

793.94/6596 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
: of State | 

Lonpon, April 23, 1934—4 p. m. 
[Received April 23—1 p. m. | 

190. In reply to several questions in the House of Commons this 
afternoon Simon stated that he had received no notification from the 
Japanese Government but British Ambassador had sent him text 
of what was described as translation of an informal statement made 
to the Japanese press by Minister for Foreign Affairs. The statement 
appeared to be concerned with certain possible dangers which might 
arise out of relations between China and Japan. Japanese explained 
that this statement had been caused by their apprehension of action 
of certain foreign powers in China. Simon explained he personally 
felt Great Britain was not referred to and concluded in substance as 
follows: 

The general character of the statement and of certain details in it, 
such as the reference to financial assistance to China, are of a nature 
which have made me think it necessary to communicate with the Japa- 
nese Government with the object of clarifying the position of His 
Majesty’s Government.” 

“This paragraph corrected on the basis of telegram No. 192, April 23, 10 
p. m., from the Ambassador in Great Britain, received April 23, 4:55 p. m. 
(793.94/6598 ).
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In reply to request for assurances that His Majesty’s Government — 
would do nothing without the United States Simon side-stepped and 
pointed out that he had already addressed this inquiry and further 
answered that he had read in this morning’s press the reported inter- 
view given by Ambassador Saito in Washington. 

BineuaM 

793.94/6591 : Telegram 

: The Acting Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineron, April 23, 1934—6 p. m. 

156. Your 187, and 188, April 21,10 a.m. and 11 a.m. We have 
received neither in Tokyo nor in Washington any communication 
from Japanese Government. Thus far, Department has declined 
to discuss or comment upon Japanese Foreign Office statement. 

We believe that the essential facts with regard to the issuing of 
the statement and its substance are now known; that the issuance 
of such statement naturally causes in the United States and in the 
other countries which possess rights and interests in the Far East 
feelings of amazement; and that all such powers would wish in the 
light of those facts to express views and to make such decisions with 
regard to action individual or concurrent as they may deem appro- 
priate. For example, we are considering the making by the Ameri- 
can Government, for the benefit of the American people, of a state- 
ment containing reference to international law and treaties and de- 
claring, with or without detail, our attitude and position, but we 
have not decided definitely that this will be our procedure. In the 
light of Sir John Simon’s approach to you, we would give careful 
consideration to any suggestions or proposals which the British Gov- 
ernment might wish at an early moment to make. 

You may inform Sir John Simon of all of the above and say to 
him that, in acting for the safeguarding of our own interests, we are 
willing to do our part toward the safeguarding of the common in- 
terest, but not to do more than our part and that we will welcome 
any indication which he may be disposed to give us, in confidence, at 
his earliest convenience, of the British Government’s thought, or in- 
tentions, in the premises. 

A separate telegram follows giving additional data information 
which you may, in your discretion, use in connection with the above. , 

PHILLIPS
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793.94/6591 : Telegram 

The Acting Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineron, April 23, 1934—7 p. m. 

157. Reference Department’s 156, April 23—6 p.m. As throwing 
possible additional light on the Japanese Foreign Office statement, we 
are informed that the Japanese Ambassador here has stated to a press 
correspondent that this statement of policy was circulated by the : 
Japanese Foreign Office to Japanese missions abroad some time ago 
and that the Foreign Office spokesman’s statement should not be re- 
garded as directed against the United States but was made as a warn- 
ing to an European power (confidentially named) which power is 
contemplating making to China a loan for financial rehabilitation 
purposes. If true, the first point is important. Whether or not there 
is any basis of fact for the second point, these statements are further 
evidence among various indications that the Japanese Government, 
having made an affirmation of an intent which challenges rights and 
interests of other governments and contributes to the creation of the 
theory of a Japanese hegemony in the Far East, is seeking, by use 
of diplomatic opiates, to induce absence or mildness of rejoinder by 
the powers. 
Comment from Tokyo indicates opinion among foreign observers 

there that the statement was issued with Hirota’s endorsement. 
PHILLIPS 

793.94/6601 : Telegram 

The Consul at Geneva (Gilbert) to the Secretary of State 

Geneva, April 24, 1934—2 p. m. 
[ Received 2:40 p. m.] 

55. The Japanese Consul General here last evening made a formal 
statement to the press outlining Japan’s Asiatic policy. Although 
in line with recent Japanese announcements, the distinct public im- } 
pression is that it is addressed particularly to the League and that it 
was called forth at least in part by developments in the League’s pro- 
gram of technical assistance to China. 

American press representatives tell me that while they did not trans- 
mit complete text (approximately 400 words) they telegraphed ex- 
tensive quotations of most significant portions particularly the Associ- 
ated Press and the New York Times. If the Department desires full 
text or summary please instruct. 
Yokoyama informs me that the same general material embodied in 

his statement had been telegraphed by Tokyo to a number of Japanese



128 FOREIGN RELATIONS, 1934, VOLUME III 

diplomatic missions including Washington to be employed with the 
press for “clarifying” the Japanese position. He said, however, that 
his statement is distinctly designed for Geneva and contains certain 
special phrasing with that end in view. Yokoyama explained that the 
phrase “responsibility for peace in close collaboration with Asiatic 
powers” did not include states having interests in the Far East but 
was confined to native Asiatic states. He said that it naturally applied 
to Soviet Russia inasmuch as Asiatic Russia was an integral part of 
the Soviet state. He also added that it would naturally apply to the 
Philippines should the “Philippine Government” desire it. 

Press representatives have reported that Yokoyama will issue a 
further statement upon Avenol’s *! return tomorrow interpreting more 
in detail the application of this expression of Japanese policy vis-a- 
vis the League. Yokoyama informed me, however, that this was not 
his intention. He stated that he would take the matter up direct with 
Avenol. He would hand him the Japanese statement officially and 
declare to him its general application to the League and more specially 
its application to certain League endeavors in which Japan was not 
represented. ‘These latter were chiefly the consultative committee on 
the Sino-Japanese affair and the matter of the League’s technical as- 
sistance to China. He would not suggest to Avenol that the Japanese 
pertinent position be conveyed to the bodies concerned. His inten- 
tion was that through these representations to the Secretary General 
Japan would place its policy formally on record with the League. He 
would at the same time make the added statement that any activities of 
the League particularly those of the League bodies in question which 
did not conform to Japanese general expression of policy in the Far 
East would be regarded by Japan as inimical acts. In this connection 
Yokoyama made special reference to the question of technical assist- 
ance to China stating that the Japanese Government was under the im- 
pression that Dr. Rajchman’s report involved a program which par- 

ticularly in its financial elements was either implicitly or explicitly 
politically antagonistic to Japan. 

GILBERT 

193.94/6728 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) *™ 

[Wasuineton,] April 24, 1934. 

1. In connection with consideration of attitude and action in re- 
joinder to the action taken last week by the Japanese Foreign Office, it 

“ Joseph Avenol, Secretary General of the League of Nations. 
“* Addressed to the Secretary of State and the Under Secretary of State.
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should be kept in mind that the United States Fleet is now no longer 
in the Pacific Ocean (Note: It is now possible for the Jingoes and 
chauvinists of the Navy faction in Japan to be, if they choose, more 
audacious than at any time since the spring of 1982). 

9. There should be kept in mind the facts that the U. S. cotton and 
wheat “loan” to China and the extensive sale to China of American 
airplanes, together with employment by China of American aviation 
instructors, have figured prominently among the developments in 
China which the Japanese have viewed with misgiving and of which 

they complain. The “loan” was made during the present Administra- 
tion, by the R. F. C.,” without the approval of the Department of 
State; and the Far East personnel of the Department went on record 
at that time with warnings in regard to it. The sale of airplanes to the 
Chinese and employing by the Chinese of American aeronautic per- 
sonnel were actively promoted under the Hoover Administration, by 
the Department of Commerce, notwithstanding indications of mis- 
giving by this Department and definite expressions of opinion advising 
against it by Far Eastern personnel of this Department. 

S[rantey] K. H[ornsecx | 

893.811/926 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WasuHInoton, April 24, 1934—4 p. m. 

125. Your 184, April 20, noon and 187, April 21, 3 p. m., in regard to 
the Liao River Conservancy. As the record now stands, we are in ac- 

cord with the French suggestion that objection should be registered 
but differ in regard to suggestions for procedure for so doing; the 
British on two occasions have indicated that they are unwilling to ap- 
prove the suggestion ; and the Germans do not wish to take any initia- 
tive but are prepared to join other powers in some action. 

The Department will defer further consideration of the matter until 
it receives word from you that the French, in the light of the existing 
situation, desire to pursue the matter further. 

PHILLIPS 

793.94/6592 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WasHincTon, April 24, 1934—6 p. m. 

55. Your 73, April 21, 9 p. m., and previous. Department has still 
had no communication from any Japanese source with regard to this 
matter and has made no comment. We are informed that Sir John 

“” Reconstruction Finance Corporation.
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Simon has stated in House of Commons that he has instructed British 
Ambassador [at] Tokyo to communicate with the- Japanese Govern- | 
ment with the object of getting light upon certain aspects of the 
spokesman’s statement and to learn what application it might have 
to Great Britain. 
Department desires that you obtain a copy of translation of text as 

telegraphed by Fleisher to New York Herald Tribune and that you 
inquire of Hirota whether this is a reasonably accurate translation of 
the statement. You should not invite comment or clarification. If 
Hirota volunteers comment, you should listen attentively but without 
entering into any discussion of the matter and should report fully 
and as nearly as possible in his phraseology. Department hopes that 
you will be able to execute this at the earliest possible moment. 

2. I asked Saito ** to come in this afternoon and be so good as to 
give us the text. Saito came and declared that there had been no text 
but that Amau had made certain statements in reply to questions put 

to him by press correspondents. 
PHILLIPS 

793.94/6600 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 24, 1934—7 p. m. 
. [Received April 24—8: 15 a. m. | 

193. Department’s 123, April 23, 2 p. m.,“* has been repeated to Peck 
at Nanking (1) for communication by air mail to Hankow for the 
Minister, (2) for report to Department on reaction at Nanking. 

As is not surprising in view of the persistent threat of further 
Japanese aggression particularly in North China there have been no 
reports of violent popular reaction to the Japanese statement. Gen- 
eral tone of Chinese press comment is one almost of consternation at 
the wide implication of the Japanese statement of policy but the Lega- 
tion notes a remarkable moderation of expression in most Chinese edi- 
torial comment in North China. The Za Kung Pao, however, de- 
scribes the Japanese statement as the most audacious challenge that 

Japan has hurled at China and at the powers; a challenge based on 
the belief that no power is prepared to go to war about the question. 
Some comment suggests that the statement is an effort by Japanese to 
sound out international opinion as to her claim to hegemony over China 
and the Far East. 

Press telegrams from London today report statement of British 
Foreign Secretary in the House of Commons and the despatch of a 

“ Hirosi Saito, Japanese Ambassador at Washington. 
* See footnote 33, p. 117.
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British note to Tokyo believed chiefly to reaffirm British position 
under the Nine-Power Treaty. 

Press reports from the United States quote Ambassador Saito as 
saying in press interview that Japan’s restatement of policy. with re- 
gard to China resulted from the American wheat and cotton credit 
and from sale of American airplanes to China. 

Repeated to Peck at Nanking for information and communication 
by air mail to the Minister. 

J OHNSON 

793.94/6602 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

, Lonpon, April 24, 1934—8 p. m. 
[Received April 24—4: 55 p. m. | 

196. I was unable to obtain an appointment with Simon today due © 
to Suvich’s * visit and accordingly instructed Atherton * to discuss 
Department’s 156, April 23, 6 p. m., with Sir Victor Wellesley. Wel- 
lesley stated that he would convey to the Foreign Secretary the De- 

partment’s statement and gave Atherton his personal viewpoint on 
the situation, which I repeat merely for background, and request 
that no reference be made to these personal remarks of a Foreign 
Office official. - 

Wellesley stated that the British note to Japan, reported in my 
192, April 23, 10 p. m.*’ also referred to the position of both England 
and Japan under their treaty obligations, and more especially the 
Nine-Power Treaty. He felt that the recent Japanese statement was 
made by Japan through fear of the development of a united China and 
an effective military spirit which had been strengthening since the 
Manchurian campaign. While America and England had a common 
interest in a strong and united China, this was the opposite from what 
Japan wanted. It was all very well, according to Wellesley, for nine 
powers to sign a paper pact but if no teeth were written into it to 
make it effective, how many nations were prepared to back up today 
any unsuccessful representations made to Japan in connection with 
her China policy. Wellesley was obviously very skeptical that Great 
Britain would consider any use of threats towards Japan except under | 

provocation of some grave incident and equally doubtful as to how 
far the United States would go, and under these circumstances was 
apparently of the opinion that individual action was preferable in the 

“Fulvio Suvich, Italian Under Secretary of State for Foreign Affairs. 
*“ Ray Atherton, Counselor of Embassy in Great Britain. 
“ See footnote 40, p. 125.
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present instance. I may add here that the Foreign Office press officer 
has given such an opinion to several correspondents today, pointing 
out that concerted representations to Japan might merely put the 
Japanese back up and obtain no modification of intention on her 
part. Wellesley stated, in his own opinion, an exchange of views 
with the United States would be useful but obviously doubted whether 
any closely concerted Anglo-American cooperation towards Japan 

was likely in the present instance since England’s attention was more 
centered in the continental situation. These views Wellesley took 
care to explain were his personal ones, and that he would ask Sir 

John Simon to communicate with me as soon as he had had a chance 
to consider the Department of State’s reply. 

The Chinese Minister called on me this afternoon and gave me a 
résumé of his conversation with Sir John Simon yesterday afternoon 
which I gather did not contradict the general attitude of Wellesley’s 
remarks to Atherton. Definitely the Chinese Minister stated that 

Simon felt that the United States concern was probably greater than 
that of England. 

BINGHAM 

793.94/6605 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineron,]| April 24, 1934. 

The French Ambassador, during his conversation this afternoon, 
touched upon the Far Eastern situation and asked me whether we 
had taken any position as yet in Tokyo; he also referred to the several 
press interviews which the Japanese Ambassador in Washington had 
given and said that without a doubt his Japanese colleague was talk- 
ing too much; when he read one of the early interviews in which the 
Ambassador was quoted as mentioning an “unfriendly act” he was 
astounded. 

In reply I said that we had not made up our minds as to what our 
action would be; it was possible that, inasmuch as the Japanese Gov- 
ernment had announced publicly through the press its policy with 
respect to the Far East and had not communicated with other govern- 
ments, 1t would presumably not be necessary for us to communicate 
with Japan; on the other hand, we might feel that a statement to the 
American people of this Government’s views and responsibilities under 
the treaties with Far Eastern countries might be advisable; possibly 
if other countries saw fit to make parallel statements to their own 
people of upholding treaty rights, that miglit have a good effect.
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I told the Ambassador that I was talking to him frankly in reply 
to his inquiry and that I could only emphasize again that we had 
reached no definite decision. . 

: WituramM PHILiies 

893.71 Manchuria/55 

The Secretary of State to the Minister in Switzerland (Wilson), at 
Geneva 

Wasuineton, April 24, 1934. 

Sir: The receipt is acknowledged of your unnumbered despatch, 
dated February 23, 1934,° enclosing a copy of a communication from 
the League of Nations (C.102.M.37.1934.VII), dated February 14, 
1934, transmitting a copy of a note from the British Government to 
the Secretary-General of the League, requesting that the question of 
the extent to which de facto relations may be permitted between for- 
eign postal administrations and the Manchurian postal authorities, 
without involving, by implication or otherwise, recognition of the 
existing regime in Manchuria, be brought before the relevant sub- 
committee of the Advisory Committee set up by the League Assembly. 
by its resolution of February 24, 1933. 

In view of the probability that the Advisory Committee will desire 
to be informed of the procedure which the American postal authorities 
have adopted with regard to the settlement of transit payments due to 
the “Manchukuo” postal authorities in respect of mails sent through 
Manchuria, you request that you be furnished with information which 
would enable you to reply to inquiries from the Advisory Committee, 
and with comment or expression of policy in this relation which the 
Department would desire you to state. 

It is understood that no question of payment by the American 
postal authorities to the “Manchukuo” postal authorities for transit 
charges has arisen, for the reason that no mail originating in the 
United States is sent in transit through Manchuria. 

It is desired that, after the Advisory Committee has taken up 
the question raised by the British Government, you seek a suitable 
opportunity, without, however, appearing to take a position of lead- 
ership, to state that, in the opinion of the American Government, it 
would be desirable that the postal administrations of states members 
of the League of Nations and of other states adhering to the reso- 
lution of February 24, 1933, of the League Assembly, avoid any deal- 

“Not printed. 
” Foreign Relations, Japan, 1931-1941, vol. 1, p. 118. .
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ings with the postal administration of Manchuria which might be 
~ construed as conferring recognition upon the “Manchukuo” regime. 

You may suggest that clearance of accounts due to the “Manchukuo” 
postal authorities might be made by the postal administrations con- 
cerned through appropriate agencies of the Japanese Government, 
or alternatively through the International Postal Union and thence 
through appropriate agencies of the Japanese Government. It is be- 
lieved that either method of procedure would avoid raising in fact 
or by implication the question of de facto relations between the postal 
administrations concerned and the “Manchukuo” postal authorities. 

Very truly yours, For the Secretary of State: 
Wit1aM PHILLPs 

Onder Secretary 

793.94/6607 : Telegram 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxino, April 25, 1934—2 p. m. 
| . [Received April 25—8:50 a. m.] 

_ 80. Department’s 123, April 23, 2 p. m. to the Legation.” 
1. Ina recent conversation with me the Minister for Foreign Affairs 

described the Japanese informal statement as violating China’s sov- 
ereignty and treaties relating to China. Another responsible Chinese 
officer summarized Chinese official opinion as follows: 

The Japanese statement arrogantly seeks to limit China’s sovereign 
right to employ services, purchase military materials, and borrow 
foreign capital. China is surprised that foreign governments have 
not repudiated Japan’s assumed authority to limit their rights ac- 
quired by treaty with China. Informant asserted that China pos- 
sessed the right of any independent nation to acquire a military estab- 
lishment and that the Japanese hypothesis that all military equip- 
ment is designed for use against Japan is baseless since it is intended 

_as much for establishing and maintaining internal peace as for foreign 
defense. Informant stated that Chinese official opinion indignantly 
and completely rejects the authority assumed by Japan in the state- 
ment but he added that it would be only reasonable to include Japan 

in any international group financial assistance granted China if such 
is contemplated. 

2. There is no important unofficial opinion in Nanking and inspired 
official press is more bitterly critical than the remarks quoted above. 

-8. An American newspaper correspondent informed me today that 

: See footnote 33, p. 117.
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Suma, Secretary of the Japanese Legation in Nanking told him that . 
the Japanese statement incorporated many of his recommendations 
to the Japanese Foreign Office but Suma criticized the method of the © 
announcement saying that he had been actively endeavoring since 
April 17 to allay the Chinese apprehensions caused by the statement. 

Repeated to the Legation. 
PECK 

793.94/6608 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, April 25, 1934—6 p. m. 
, [Received April 25—1: 35 p. m.] 

200. Wellesley sent for Atherton this afternoon and after obviously 
having discussed with Simon the conversation reported in my 196, 
April 24, 8 p. m., in a brief talk made it quite clear that any sugges- 
tion for concerted consideration by the British and American Gov- 
ernments of the recent Japanese statement was not intended to go be- 
yond an exchange of views. Atherton replied that this was perfectly 
clear and said the substance of the Washington telegrams he has re- 
ferred to in his conversation with Wellesley yesterday set forth that 
the State Department would be glad to consider any suggestions Simon 
had to submit. Wellesley was obviously anxious that the above points 

_ were clearly understood. Wellesley continued that he was under no 
delusion of the final objective of Japanese policy in regard to China 
but in the present instance he felt Japan had a fairly strong case for , 
defensive argument of her recent statement. He went on to say that 
“they” pointed out that the wheat loan T. V. Soong had secured in 
America last year was contrary to spirit of the four-power consortium 
agreement of 1920™ (I may add that the Chinese Minister informed 
me yesterday Simon made vague reference to this fact in his conver- 
sation with Quo * on Monday). Wellesley continued that “they” also 
very much resented the activities of League of Nations through | 
Rajchman in Shanghai. Wellesley expressed his personal viewpoint 
that in both these matters which concerned China in which Japan had 
such a great stake geographically and financially Japan could under- 
standably claim to be consulted. Atherton asked Wellesley to whom 
he referred as “they” but this he did not answer definitely leaving the 
impression, however, he had had a recent conversation with the Jap- 
anese Ambassador. Wellesley then went on to add that he person- 

*' Foreign Relations, 1920, vol. 1, p. 576. 
” Quo Tai-chi, Chinese Minister in Great Britain.
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ally did not fear that Japan would use force if foreign nations went 

contrary to spirit of her recent declaration but that in thousands of in- 

’ sidious ways Japanese influence working in China would be against 
any foreign project in China not favored by Japan. The weight of 
this Japanese influence Wellesley felt would be a practically insur- 

| mountable obstacle. 
BINGHAM 

793.94/6609 

Memorandum by the Secretary of State 

[Wasuineton,] April 25, 19384. 

The Chinese Minister called and stated that he had been attempting 

to see me for some days, under instruction from his government, but 
that I had been absent since the 20th of April until this morning. He 
said that his best information was that a representative of China at 
Tokyo was informed directly, and he thinks accurately, that the state- 
ment, recently emanating from Tokyo through a so-called official press 

| representative, in which Japan in effect was announcing her domina- 
tion of Asia, was given to the press without consultation with Japa- 
nese Minister of Foreign Affairs Hirota; that the Minister was only 
shown the statement after it had been broadcast to the world through 
the press; and that it was entirely out of harmony with the Minister’s 
plans of placating the United States and other countries and pro- | 
moting friendly relations, in accordance with announcements and 
steps heretofore made and taken by the Foreign Office of Japan. The 
Chinese Minister said he thought this was the truth of the incident. 
He then stated that his government had instructed him to propound 
three questions to me. First, what was my reaction to this entire 
Japanese development? Second, what steps did my government con- 

. template taking with respect to these pronouncements coming out of 
Japan? Third, whether this government, as a ranking signer of the 

. Nine-Power Treaty, would be disposed to convene the parties to this 
treaty for purpose of consultation? ‘To all of which I replied that I 
was industriously proceeding to assemble accurately and as nearly 
official as possible, all the facts and circumstances pertaining to the 
entire problem presented, and that in the meantime there was nothing 
I could say to him with respect to any of his inquiries. He seemed 
somewhat disappointed and pressed further for some sort of expres- 
sions from, me, but each time I repeated my first answer to him. He 
then inquired when he might see me and get something more definite 
and informative. I replied that it was not possible to be exactly cer- 
tain as to Just what time, but that he was at perfect liberty to keep in
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touch with the Department at any and all times with the view to avail- 
ing himself of the benefit of such information as might be permissible 
to impart to him. 

Clorpett] H[ vt] 

798.94/6615 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineton,] April 25, 1934. 

The Italian Ambassador called to inform me that he was in receipt 
of a telegram from the Italian Ambassador in Tokyo to Rome report- 
ing an interview which he had recently had with an official of the 

Japanese Foreign Office. The Italian Ambassador in Tokyo had ap- 
parently gone to the Foreign Office to ask the question whether the 
Amau statements represented in fact the attitude of the Foreign Office 
and received an answer in the affirmative; furthermore, the Ambassa- 
dor had reported to Rome that, in his opinion, the Japanese Govern- 
ment were intent on carrying out the program announced with respect 
to China and that nothing now would stop them; it appears that he 
himself regarded the situation as extremely serious and had so re- 
ported to his Government; Mr. Rosso asked whether I could give him 
any information with regard to the attitude of this Government. I 
told him that we were gathering information, but had not reached 
any conclusion as to the position which we should take. 

WitiiaAmM Pinus 

793.94/6601 : Telegram | 

The Secretary of State to the Consul at Geneva (Gilbert) 

Wasuineron, April 25, 1934—6 p. m. 

80. Your 55, April 24, 2 p. m. 
1. Forward full text by mail.* 
2. Department has declined to discuss or comment upon the state- 

ment issued by the spokesman of the Japanese Foreign Office in regard 
to Japan’s attitude toward China. Department desires that for the 
present American officials withhold comment, awaiting developments. 
Without initiating any action indicative of particular interest or con- 
cern, please report on reaction, official and unofficial, and on develop- 
ments. 

3. Repeat paragraph 2 to Paris and Rome. 
Hou 

* Not printed.
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793.94/6612 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 26, 1934—5 p. m. 
[ Received April 26—9:30 a. m.| 

77. Department’s 56, April 25, 1 p. m.* 
1. Statement was first issued orally to press correspondents in 

Japanese and later “unofficially” in written English translation. 
2. No written Japanese text was issued by the Foreign Office but 

Rengo distributed a Japanese text of the oral statement and the 
Foreign Office has not denied the authenticity or correctness of the 
Rengo Japanese text. 

3. Fleisher’s translation of the Rengo Japanese text was checked 
by the Embassy and found to be substantially correct. 

4, A translation was issued on the 19th by the Foreign Office but was — 
subsequently labeled “An English translation unofficially issued by the 

| Foreign Office of the unofficial statement issued by the Foreign Office 
on April 17”.> This translation which consists of 550 words appears 
to be a substantially identical version of Fleisher’s translation which 
was adopted by the Foreign Office with a few unimportant changes. 

Copies were mailed to the Department 21st. The complete text will 
be telegraphed if deemed by the Department necessary or desirable. 

5. The Embassy has copies of the Rengo Japanese text and of the 
“unofficial” English translation issued by the Foreign Office. 

6. The “unoflicial” translation issued by the Foreign Office differs 
slightly in wording from the translation telegraphed to the Herald 
Tribune but does not differ substantially in meaning. In telegraphing 
his translation Fleisher omitted a few words and phrases which do 
not appear necessary to convey the meaning. 

The Department appears to be endeavoring to obtain an authorita- 
tive text of the statement. There is no authoritative text. The best 
obtainable is the unofficial English translation of the unofficial oral 
statement made by the spokesman of the Foreign Office to newspaper- 
men. I have good reason to believe however that the Japanese text as 
read by Amau was taken from an instruction approved by Hirota for 
transmission to all Japanese diplomatic missions for their guidance 
but released by Amau to the press without Hirota’s knowledge or 
consent. 

. Since the beginning of this affair I have made no statements what- 
ever to the press, taking the position that any information on the sub- 

“ Not printed. | 
* For text, see Foreign Relations, Japan, 1931-1941, vol. 1, p. 224. 
** Despatch No. 751, April 20, from the Ambassador in Japan, ibid., p. 228.
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ject should emanate either from the State Department or the Foreign 
Office here. 

GREW 

793.94/6612 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, April 26, 1984—5 p. m. 

57. Your 77, April 26,5 p.m. Yesterday the Japanese Ambassador 
gave us confidentially a text in translation of Hirota’s instruction to 
Japanese Minister to China.*” Amau’s statement of April 17, as re- 
ported in Herald Tribune text, seems substantially a paraphrase of 
that instruction. 

Hui 

793.94/6614: Telegram 

| Lhe Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, April 26, 1934—6 p. m. 
[Received April 26—9:25 a. m.] 

32. 1. Informal press release by the Chinese Foreign Office April 
25 announced attempts by Japanese diplomats in China to explain 
away points in the Japanese April 17 statement and rebut them. State- 
ment concluded with assertion that China is working for international 
security and for upholding treaties such as Nine-Power Treaty ® 
and the League Covenant ® and that realization of this policy depends 
largely on the cooperation of the countries concerned. 

2. There are evident indications that China’s spirit of resistance 
to Japan has been revived and strengthened by belief that the effect 
of the Japanese April 17 statement is to join the Nine-Power Treaty 
signatories with China as victims of Japanese treaty violation. Ap- 
parently Chinese Government intends to press this point energetically 
even to the extent ultimately of heading a conference of treaty signa- 
tories if necessary. Repeated to the Legation and the American 
Minister. 

PEcK 

See letter dated April 25, with enclosures, from the Japanese Ambassador 
Foreign Relations, Japan, 1981-1941, vol. 1, p. 228. 

8 Foreign Relations, 1922, vol. 1, p. 276. 
” Treaties, Conventions, etc., Between the United States and Other Powers, 

1910-1923 (Washington, Government Printing Office, 1923), vol. 11, p. 3336. 

748408-—-50—voL. 11I———15



140 FOREIGN RELATIONS, 1934, VOLUME III 

793.94/6619 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 26, 1984—9 p. m. 
[Received April 26—2:10 p. m.] 

78. Department’s 55.°° Instructions carried out at earliest possible 
moment today. Hirota replied that only Amau could answer my 
inquiry as to whether Fleisher’s telegram was a reasonably correct 
translation of Amau’s statement because the latter’s statement was 
oral (see my telegram 77 ®t). The Minister’s only comment was that 
Amau had indulged in “high flown language” which as he had told 
me yesterday had not had his own approval. The Minister, however, 

added that he himself had approved the supplementary and explana- 
tory statement made orally by Amau in the press conference of April 
20, the substance of which was cabled to the American press on that 
day. : 

It has been impossible to locate Amau until this evening. He said 
that his statement of the 17th was oral and informal and did not have 
the approval of Hirota; that he issued no official text, either in Jap- 
anese or English; and that he can authorize as official and authentic 
only his statement of the 20th referred to above. He refused to verify 
as a “reasonably accurate” translation of his first statement, the version 
telegraphed to the Herald Tribune. 

The following was sent to me late this evening by Hirota as the gist 
of what Amau “said or should have said” on the 20th. The Minister 
conveyed to me the message that this represents his true policy towards 
China and that it may be given any publicity deemed desirable. 

(Translation) “Japan has not infringed upon China’s independ- 
ence or interests, nor has she the intention to do so. In fact, she sin- 
cerely desires the preservation of territorial integrity of China and her 
unification and prosperity. These ends should, fundamentally speak- 
ing, be attained by China herself through her self-awakening and vol- 
untary efforts. 

Japan has no intention to trespass upon the rights of other powers 
in China. Their bona fide financial and commercial activities will 
redound to the benefit of China which is quite welcome to Japan. She, 
of course, subscribes to the principles of the open door and equal oppor- 
tunity in China. She is observing scrupulously all existing treaties 
and agreements concerning that country. 

However, Japan cannot remain indifferent to anyone’s taking action 
under any pretext, which is prejudicial to the maintenance of law and 
order in Kast Asia for which she, if only in view of her geographic 
position, has the most vital concern. Consequently, she cannot afford 

*° April 24, 6 p. m., p. 129. 
* April 26,5 p. m., p. 138.



THE FAR EASTERN CRISIS 14] 

to have questions of China exploited by any third party for the execu- 
tion of a selfish policy which does not take into consideration the above 
circumstances.” 

Repeated to Peiping. 
GREW 

793.94/6613 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 26, 1984—10 p. m. 
[Received April 26—10: 15 a. m.] 

79. My 75, April 25, 1 p.m. The British Ambassador has told me 
in confidence that his instructions directed him to seek a clarification of 
Amau’s statement with special reference to the provisions of the Nine- 
Power Treaty. Sir John Simon observed that Great Britain has no 
intention of taking measures in China contrary to Japan’s security or 
treaty rights and presumed that Japan likewise has no intention of 
infringing the terms of that treaty. Hirota’s reply was along the lines 
of his confidential statement to me although it was communicated to | 
Lindley more formally through an interpreter. The Minister did not - 
tell Lindley that the statement was issued without his knowledge or 
approval but he did say that the statement failed to interpret correctly 
the policy of the Japanese Government. Hirota added that while 
Japan is endeavoring to maintain the principle of the open door, China 
has partially closed the door in Japan’s face by the boycott. Lindley 
expressed confidentially to his Government the view that China’s policy 
of excluding Japan from the various projects of assistance is con- 
trary to the interests of the other signatories of the Treaty and is likely 
to embroil us all with Japan. 

The text of Amau’s statement which Lindley cabled to his Govern- 
ment was the English “unofficial translation of the unofficial state- 
ment” issued by the Foreign Office to the press on April 19th. (See 

my 73).% 
, GREW 

798.94/6670 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Secretary of State 

: [Wasuineton,| April 26, 1934. 

Mr. Secretary: In the Japan matter, the simple facts in simple out- 
line, as so far disclosed, are as follows: a few weeks ago the Japanese 

” Foreign Relations, Japan, 1931-1941, vol. 1, p. 227. 
** April 21, 9 p. m., p. 123.
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Minister for Foreign Affairs sent to Japan’s Minister in China an in- 
| struction giving the principles of what might be called Japan’s “China 

policy”. The contents of that instruction were made known at that 
time to Japan’s missions in various other countries. On April 17, the 
spokesman of the Japanese Foreign Office, Mr. Amau, a responsible 
official, made a statement to the press, which statement was based upon 
and followed closely the contents of the instruction referred to above. 
The novelty about the statement lies not in its contents but in the fact 
that it was made. Mr. Amau’s statement to the press was not a dec- 
laration of policy; it was a disclosure of policy. As a disclosure it 
simply shows what Japan’s “China policy” is; it confirms estimates 
long since made by unprejudiced outside observers of what it has been; 
and it shows that the Japanese Foreign Office consciously and delib- 
erately reduced to writing and circulated to its representatives abroad, 
at about the moment when Mr. Hirota was writing you his letter of 
February 21, 1934,°* the principles to be followed in pursuit of that 
policy, in relations with China. 

The concluding paragraph in the instruction which the Japanese 
Foreign Office gave its Minister to China reads as follows: 

“5. From the points of view above stated we think our guiding 
principle should be generally to defeat foreign activities in China at 
present, not only those of a joint nature but those conducted individ- 
ually, in view of the fact that China is still trying to tie Japan’s hands 
through using the influence of foreign Powers.” 

S[rantey] K. H[ornbecx] 

798.94/6623 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineton,| April 26, 1934. 

The British Ambassador ® called this afternoon and, with reference 
to the attitude of his government to the Far Eastern situation, said 
that they were opposed to any concerted action. They believed that 
each power should state its own views. 

Sir Ronald then went on to say that he was prepared to read to me 
the instructions which had been sent to the British Ambassador in 
Tokyo and which he understood were delivered yesterday, as follows: 

“The Japanese statement is of such a nature that we cannot leave 
it without comment.” The Ambassador was told “to point out that 
the Nine Power Treaty guarantees equal rights to its signatories and 
Japan is a signatory. His Majesty’s Government of course must 

“ Foreign Relations, Japan, 1931-1941, vol. 1, p. 127. 
© Sir Ronald Lindsay.
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continue to enjoy all the rights in China which are common to all the 
signatories or which are otherwise proper, except in so far as they are 
restricted by special agreements or in so far as Japan has special rights 
recognized by other powers and not shared by them. 

“It is the aim of His Majesty’s Government to avoid all the dangers 
to the peace and integrity to China on which the statement purports 
to be based. Wecould not admit Japan’s right to decide alone whether 
anything such as technical or financial assistance promotes such a 
danger. Under the Nine Power Treaty Japan has the right to call 
attention to any action which may appear to her inimical to her inter- 
ests and this provides Japan with safeguards. We assume that the 
statement is not meant to abridge the common rights of other powers 
or to infringe Japan’s treaty obligations.” 

I thanked Sir Ronald for this communication and asked whether it 
was the intention of his government to give publicity to it. He said 
that in all probability the substance of these instructions would be 
given to Parliament; that since nothing had been given today pre- 
sumably there would be no publicity until Monday ® when Parliament. 
again meets. He was very anxious that we should keep him advised of 
any step which we might make; he was leaving for New York tomor- 
row not to return until Tuesday; but in his absence Mr. Osborne * 
would be glad to communicate any message to him. 

Witi1am PHILLies 

793.94/6622 : Telegram 

The Counselor of Legation in China (Gauss) to the Secretary of State 

Perrine, April 27, 19384—1 jp. m. 
| [Received April 27—5: 45 a. m. | 

195. Department’s 123, April 23, 2 p.m. Following is the 
Minister’s comments: . 

“April 26, 5 p. m. 
1. Statement should not be permitted to pass unchallenged by 

governments party to Washington Treaties, as it runs directly 
counter to the spirit and letter of Nine-Power Treaty regarding 
principles and policies ” which is part of series of treaties which must 
be considered as whole. Japan has not given notice that she considers 
treaty no longer binding but powers should inform Japan that abro- 
gation of one of the series of treaties abrogates all. 

2. Policy covered by statement if pursued is intended to control 
our relations, national as well as commercial, with a nation which we 
recognize and have dealings with as an independent country. The 

* April 80. 
Francis D. G. Osborne, British Minister at Washington. 

* Not printed, but see footnote 33, p. 117. 
© For correspondence concerning the Washington Conference held November 

bid. Bote 6, 1922, see Foreign Relations, 1922, vol. 1, pp. 1 ff. 
| id., p. .



144 FOREIGN RELATIONS, 1934, VOLUME III 

mere statement of such a policy may be sufficient to prevent purchase 
of banned articles on our markets as Chinese are well aware that the 
Japanese are able and willing to use force. In this connection remem- 
ber the effect of Japan’s opposition to Federal Wireless contract.” 

3. In arriving at a decision as to our action due consideration should 
be given to attitude which China adopted toward Nine-Power Treaty 
in 1926 in opposing adherence by non[signatory?] powers. It is 
not China’s independence that interests us so much as our independence 
of action in the Pacific both now and in the future. 

4, Consideration also must be given to situation which eventually 
must result in our retirement from the Philippines. Independence of 
Philippines, conferred by the United States will continue to be matter 
of concern to the United States. Neutrality of Philippines will be 
of questionable value in the face of Japanese attitude toward Wash- 
ington treaties evidenced by present statement.” 

| Gauss 

894.8591/1 

- The Acting Secretary of the Navy (Roosevelt) to the Secretary 
of State 

(SC) EF37 Wasuineton, April 27, 1934. 

Sir: An increasing number of reports received by this Department 
indicate the importation into Japan of large amounts of raw ma- 
terials essential for belligerent activities. 

Should Japan have any belligerent intentions, it is believed that 
an early indication of the initiation of hostile acts would be the 
quiet and unheralded concentration of Japanese shipping in home 
ports, both, in order to prevent seizure or possible internment, and 
also to provide the necessary tonnage for any movements overseas. 

In order to obtain as early an indication as possible of such a con- 
centration, it is requested that all Consular Offices be instructed to 
check and compare carefully all movements of Japanese vessels with 
the published schedules of their movements, in order to detect any 
marked deviations which might reveal a concentration of this nature. 
The published schedules of movements of Japanese vessels are believed 
to be obtainable from the local offices of their steamship companies or 
shipping agents at the stations of the Consular Offices. 

It will be appreciated if all such movements, and any analyses of 
them that may be made showing any trend toward concentration, be 
forwarded to this Department as soon after their discovery as may 

be practicable. 
Respectfully, HL. Roosreverr 

607 See Foreign Relations, 1929, vol. 1, pp. 829 ff., and ibid., 1980, vol. 11, pp. 626— 

™ See ibid., 1926, vol. 1, pp. 1001 ff.
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793.94/6624 : Telegram 

The Consul at Geneva (Gilbert) to the Secretary of State 

Geneva, April 28, 1984—11 a.m. 
[Received 1: 10 p. m.”] 

61. Consulate’s 59, April 26, 5 p. m., paragraph 3. __ 
1. ILhave found the occasion to ascertain privately from Avenol in a 

manner strictly conforming with the Department’s 30, April 25, 6 
p.m., paragraph 2, his views of League policy vis-a-vis the Far Eastern 
situation. The points which he covered are as follows: : 

| (a) He stated that a public misunderstanding had been created 
which was doubtless somewhat inspired concerning an alleged rela- 
tionship between the operations of the Monnet consortium and the 
League project of technical assistance to China. He declared that 
the relationship which was asserted in some quarters to exist was in 
any event absolutely without authority on the side of the League and ‘ 
therefore was juridically speaking nonexistent. He admitted that in 
this respect rumors were current regarding understandings between 
Rajchman and Monnet as were also current more general allegations | 
regarding political activities on the part of Rajchman. To dispel any 
question that the League had improperly associated political action 
with its technical work he intended to take steps to clarify the entire 
matter. This clarification would be accomplished either in the meet- 
ing in May of the Commission on Technical Assistance at the time 
when Rajchman presents his report to that body or if it should eventu- 
ate that a public discussion of this matter would seem undesirable the 
question would be adjusted in some other manner outside the Com- 
mission. His manner of expressing himself on this point carried the 
implication that should it be shown that Rajchman had engaged him- 
self politically or undertaken action beyond the scope of his mandate 
from the League it might become necessary that he be repudiated. 

(6) Respecting what Avenol stated to me regarding the position of 
the League in the face of the current situation in the Far East I will 
say that it bore no resemblance whatever to the League’s attitude at the 
outbreak of the Manchurian affair in 1931 either technically or in its 
more general political aspects. Avenol asserted to me that no infor- 
mation had been conveyed to him either specifically or generally re- 
garding the pertinent policy of the League powers and that officially 
he had no intimations of their policies. His general comment on the 
policy of the powers did not go beyond current press accounts. De- | 
scribing the present situation as a “different and greater issue” than 
the original Manchurian affair he said that he did not perceive that 
the League was involved in it in any way and that in so far as his 
control of influence reached it was his intention that the League should 
not be involved. In particular he would endeavor to avoid that the 

® Telegram in two sections. 
™ Not printed. 
* Jean Monnet of Paris visited China to organize a banking group to aid Chinese 

reconstruction. See pp. 371 ff.
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current issue be linked de jure in any way with the “Sino-Japanese 
dispute” of which the League of course remained technically seized. 
(co) As a direct corollary of the foregoing he said that it must be 

admitted that the mandate of the Assembly Consultative Committee 
on the Sino-Japanese dispute could be interpreted as embodying the 
current issue as in a broad sense the two were inextricably linked. 
Any member of the Committee could of course raise the question in 
that light. He did not believe, however, that any state would do so 
primarily because he thought that no general support would be 
accorded such action and incidentally because it would result in doing 
China a disservice as suggested in my 58, April 26, 4 p. m., paragraph 
4,7%° The present program for the forthcoming meeting of the Com- 
mission was that its deliberations should be confined solely to the 
postal question which was on its agenda. 

(d) Ina like manner the members of the Commission on Technical 
Assistance with the possible exception of some action for a clarifica- 
tion of its position as discussed above would confine itself to purely 

. technical questions. 
The element of positive League policy in the Far East to which 

Avenol gave utterance was a strong assertion that he was determined 
that the League would continue to pursue a “modest” program of 

' technical assistance to China and that any interference with such an — 
appropriate activity would be combated. 

(¢) Regarding China’s preoccupations respecting League action as 
reported in my 58, of which I find Avenol was also generally cogni- 
zant he stated that he did not believe that the situation would afford 
an opportunity to China to raise the question in any way. | 

2. In all of the foregoing Avenol expressed himself clearly and 
unequivocally. While League action rests on the will of League 
states and while Avenol naturally only spoke as Secretary General I 
think that it may be reasonably assumed that he has general or special 
knowledge of the position of the principal League powers vis-a-vis __ 
the League in these respects and that such knowledge was in the back- 
ground of what he had to say. 

3. Both in its bearing as explanatory of the position of the League 
in the present issue and as of interest to the Department in other 
spheres I took the opportunity which was presented me to inquire 
whether this position of the League as he described it respecting the 
Far Eastern political situation might be considered as illustrative of 

) a more general policy of the League in all political matters. The 
answer Avenol gave me was naturally not a direct affirmation, it was 
tantamount to saying that the League for an indefinite future in so 
far as it could consistently do so would avoid the handling of new 
political questions and likewise in so far as possible would seek to 
avoid action in those which were now before it which would jeopardize 

Not printed; in paragraph 4 Mr. Gilbert stated that to raise the question 
without support from the Great Powers would obviously be more detrimental to 
Chinese interests than not to raise it at all (793.94/6620).
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continued League support by the League states particularly con- 
cerned. As is obvious no specific vote or conclusive forecast of League 
policy in such respects is possible inasmuch as the League’s position 
will undoubtedly be governed by unforeseeable political situations. 
What Avenol had to say in these respects, however, carried connota- 
tions of my discussion of this subject in Consulate’s despatches 835 
political, March 7 and 868 political, April 5.77 

4, In this general connection on the basis that League action rests 
upon the will of League states particularly the Great Powers com- 
petent opinion in Geneva presents the Far Eastern question at least 
in some of its aspects as possibly coming before the League in two 
ways. 

(a2) Great Britain if she finds her interests in the Far East vitally 
affected may at some stage seek to employ the League of Nations as 
an agency to promote her policy. 

(6) France with her relations with the Soviet Government in the 
background and also as associated with the question of Russia’s pos- 
sible approach to the League might bring the question into the League 
to accomplish a primarily political maneuver (Consulate’s despatch 
858 political March 27 [28] 7 

The recent anti-Japanese utterances of Mussolini in so far as they 
may reflect definite Italian policy are also seen as having a possible 
bearing oni the situation. 

5. Avenol requested that I regard his expressions to me as strictly 
confidential. | 

| GILBERT 

793.94/6625 : Telegram 

The Consul General at Canton (Ballantine) to the Secretary of State 

Canton, April 29, 1934—noon. 
[Received April 29—7:28 a. m.] 

Consuls at Canton have received for transmission a declaration dated 
April 27 by the Southwest Political Council addressed to the League 
of Nations and to the Ministers of the signatory powers of the Nine- 
Power Pact. This declaration asserts that the statement of policy 
issued by the Japanese Foreign Office on April 17 threatens the in- 
dependence of China and the peace of the Far East and it calls upon 
the League and the parties to the Nine-Power Treaty to discharge 
their obligations under existing instruments aimed at maintaining 
international peace. 

™ Neither printed. 
*® Not printed.
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Copies by mail.” Repeated to the Department, the Legation and 
Nanking. 

| BALLANTINE 

793.94/6629 : Telegram " 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 380, 1984—1 p. m. 
[Received April 80—1: 40 a. m.] 

84. My 83, April 29, 7 p. m.* Despite previous announcement by 
the Foreign Office spokesman that an official statement clarifying 
Japan’s policy in China would be issued this afternoon, Amau said 
at the press conference this morning that no such statement would be 
issued and that he considered the affair “a closed incident”. No men- 
tion was made of the American aide-mémoire * presented to the Minis- 
ter by me last evening. 

GREW 

793.94/6630 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, April 30, 1984—5 p. m. 
[ Received April 30—2 p. m.] 

213. My 211, April 30, 3 p.m.” Simon answering questions in Par- 
liament stated the principle of equal rights in China was guaranteed 
very explicitly by the Nine-Power Treaty of 1922 and the Government 
assumed that the Japanese statement of April 17th was not intended 
to infringe the common rights of the other powers in China. The 
Japanese Foreign Minister had informed the British Government 
that this assumption was correct and reaffirmed the policy of the 
“open door” in China. 

In reply to further questions Sir John stated that the communica- 
tion of His Majesty’s Ambassador to the Japanese Minister for Foreign 
Affairs of April 25th was a friendly inquiry and was to the effect 
that the principle of equal rights in China was guaranteed very 
explicitly by the Nine-Power Treaty, to which Japan was a party, 
and His Majesty’s Government must of course continue to enjoy all 
rights in China which were common to all signatories, or otherwise 

Not printed. 
” Foreign Relations, Japan, 1931-1941, vol. 1, p. 232. 
st ae telegram No. 59, April 28, 7 p. m., to the Ambassador in Japan, ibid., 

p. 231.
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proper, except in so far as the rights were restricted by agreement 
such as the consortium agreement, or in so far as Japan had special 
rights recognized by other powers and not shared by them. The 
Ambassador added that the anxiety regarding China expressed in 
the Japanese statement could not apply to the United Kingdom since 
it was the aim of British policy to avoid the dangers to peace and 
the integrity of China to which the statement referred. The British 
Government could not admit the right of Japan alone to decide 
whether any particular action such as the provision of technical and 
financial assistants promoted such danger, if that had indeed been 
the implication of the statement which they did not believe. In : 
articles numbers 1 and 7 of the Nine-Power Treaty Japan had the right 
to call attention of other signatories to any action in China inimical 
to her security. That right provided Japan with safeguards and His - 

_ Majesty’s Government therefore assumed that the statement was not 
intended in any way to infringe common rights of other powers in 
China, or to infringe Japan’s inter-treaty obligations. 

In reply the Japanese Minister for Foreign Affairs indicated that 
His Majesty’s Government was correct in this assumption and assured 
His Majesty’s Ambassador that Japan would observe the provision of 
the Nine-Power Treaty and that the assumption of the Japanese Gov- 
ernment and His Majesty’s Government with regard to the treaty 
coincided. The Japanese Foreign Minister stated in conclusion that 
Japan continued to attach the greatest importance to the maintenance 
of the “open door” in China, and reaffirmed her acceptance of that 
policy. , 

In reply to a question as to the numerous statements issued by the 
Tokyo press officer and various Japanese officials in Washington and 
Berlin, and Geneva which seemed to conflict with the latest statement 
of Hirota, Sir John said one must not assume that information which 
reaches readers of the press in every press statement is authorized. 

“I think the statement made by the Japanese Foreign Minister 
is reasonably clear and His Majesty’s Government are content to leave . 
this particular question where it is. I would only add that His 

- Majesty’s Government are resolved to assist to the utmost possible 
extent the spirit of international cooperation in the progress of China 
towards peace and prosperity, and in the maintenance of the spirit 
of harmony and good will in the Far East.” 

Official text available tomorrow will be forwarded by the pouch.” 
BiIncHAM 

°° Not printed.
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793.94/6638 : Telegram (part air) 

The Consul at Geneva (Gilbert) to the Secretary of State 

Grneva, May 1, 1934—2 p.m. 
| Received May 3—8:06 a. m. | 

64. Consulate’s No. 61, April 28, 11 a. m. paragraph 1 (a). 
1. The current League relationship to the Far Eastern situation 

centers almost entirely in the “Rajchman question” which although 
very involved largely comprises the following factors: 

| (a) The responsible Secretariat authorities maintain that the 
League’s assistance to China is solely of a technical character and 
concomitantly that any activities which may have extended beyond 

: the technical field have not been under the authority of the League 
. and thus have been improperly conducted; 

(6) This matter is, however, thrown into the political field by 
allegations against Rajchman which appear to have been made pub- - 
licly by the Japanese, Thus Rajchman emerges as a symbol. 

The political angle thus arises from the contention that although 
the League project of assistance to China was begun before Sino- 
Japanese dispute arose (Consulate’s despatch 471, political, January 
17, 1983 **) and although Rajchman’s present mandate is most specifi- 
cally technical (Paris Embassy despatch No. 121, July 20, 1983 *) 
the present plan of assistance derives morally from recommendation 
10 of the Assembly report of February 24, 1933 (Consulate’s 
despatch No. 528, political, February 27, 1933 ®*). The basic value of 
such assistance is thus the promotion of a strong central government 
in China which it is alleged the Japanese do not desire for political 
reasons. The burden of proof should therefore be thrown upon Japan 
for interpreting as political an activity in China which in any other 
state would be merely an appropriate assistance of value to the rest of 
the world as well as to the country concerned. 

2. The contentions just presented are supported by a large body of 
opinion in Geneva including a number of League officials. The pos- 
sibility of this becoming a political issue nevertheless would apparently 
lie chiefly in its strong emphasis by the press. A number of press - 
representatives here express the present intention [of] keeping this 
issue very much alive and their attitude is to brush aside any juridical 
aspects and take the broad position that in face of Japanese demands 
a repudiation of Rajchman would mean a repudiation of the entire 
plan of assistance which could only be interpreted as a final abnegation 
by the League of its entire position [in the] Sino-Japanese matter. 

* Not printed. 
* League of Nations, Official Journal, Special Supplement No. 112, pp. 56, 74.
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8. I informally discussed the foregoing with Haas, Secretary of 

the Council Committee, in the light of press accounts, who informs 

me as follows: 

(a) The Rajchman report has been received in Geneva and will 
probably be issued by May 7. It will be simultaneously released in 
Nanking. Rajchman has been advised by the Secretariat to make an 
advanced copy available to the Department during his stay in the 
United States. It is not known here whether this has been done. 

(6) Rumors current that the Rajchman original report embodying 
many political aspects has been amended in the Secretariat to cir- 
cumvent Japanese allegations are completely without foundation. 
Secretariat has no authority over the report, Secretary General being 
merely a transmitting agency between Rajchman and the Council 
committee. Haas characterized the report as entirely technical. Its 
financial clauses solely concern the administration and utilization of 
funds and contain nothing respecting a source of funds or financial 
negotiations. 

(¢c) Nothing is known by Secretariat respecting Rajchman’s “politi- 
cal” activities in China other than the Japanese allegations. 

(a) The atmosphere of the report reflects, however, a broad policy ; 
of “emancipating China” and promoting its “self-development”. 

(e) The exceedingly delicate situation for the League as described 
in paragraph 2 above is fully recognized by Secretariat. They, how- 
ever, perceive it as becoming technically a League issue only through 
Japan’s making formal allegations through a demand by Rajchman 
for vindication or through some action which the Council Committee 
might in the circumstances feel impelled to take. The‘matter is seen, 
nevertheless, as divorced from the Secretariat itself and one for the 
powers on the committee who may have pertinent information to 
present. 

(7) Secretariat is unaware of any formal allegations by Japan 
against Rajchman although press despatches have carried implications 
that statements of that character have been made by responsible 
Japanese officials. 

4. I am informed that although the Secretary General has been in | 

Geneva for some days Yokoyama has not seen him and has thus not 

carried out his intentions as expressed to me which I described in my 

telegram 55, April 24,2 p.m. This might be construed to the effect 

that Japan will avoid the issue which would be created by making 

formal allegations. In association with this there is a strong rumor 
current of broader political interest to the effect that Tokyo has in- 
structed Yokoyama that he went too far in his written statement and 

particularly in his interview with the press. 

: GILBERT
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861.77 Chinese Eastern/1310 : Telegram ° 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, May 1, 1934—5 p. m. 
[Received May 1—8:45 a. m.] 

85. In a long conversation today with the Soviet Ambassador he said 
that the resumed negotiations for the sale of the Chinese Eastern 
Railway had already failed. The delegates of Manchukuo had made 
an unimportant concession in the amount to be paid for the railway 
which he had cabled to Moscow and had already received reply to 
the effect that the new proposition was not satisfactory to the Soviet 
Government. He said that he would communicate this reply to the 
Minister for Foreign Affairs within a few days and he felt that at 
that time the relations between the two countries would become further 
strained. He said that he does not expect that war between the two 
countries will break out this year because the Japanese are not at 
present adequately prepared. Further report by mail. Repeated to 

-  Peiping. 
GREW 

793.94/6632 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, May 1, 1934—46 p. m. 
[Received May 1—8: 35 a. m.] 

86. Department’s 60, April 30, 6 p.m.% Full text published here.” 
In an interview with Fleisher today the Vice Minister for Foreign 
Affairs said that the American statement of policy is a frank and ~ 
friendly one and is received by the Japanese Government with same 
spirit in which it was sent by Mr. Hull. The Japanese Government 
welcomes it as giving an opportunity to express its own views in the 
same friendly way and it will therefore be answered with the same 
traditional frankness. The tone, he said, is entirely different from 
that used by Mr. Stimson. 

No press comment is yet available but it is possible that the news- 
papers will take their cue from the Foreign Office., Repeated to 

Peiping. 
GREW 

°° Not printed. 
* Hor text of American aide-mémoire referred to, see telegram No. 59, April 28, — 

; Me to the Ambassador in Japan, Foreign Relations, Japan, 1931-1941, vol. 1,
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793.94/6634a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, May 1, 1934—7 p. m. 

61. Substance of Secretary’s background talk at press conference 
today, not for attribution to himself or the Department, made before 
the receipt of any reaction to our statement,® is given for your 
guidance: 

It is and has been the policy of the United States Government for - 
many years to cooperate with the efforts and professed desire of the 
Japanese Government to strengthen the traditional relations of friend- 
ship between the two countries. To carry out this policy as success- 
fully as possible, it has been our view that the less agitation and ex- 
citement injected into any differences between the conceptions of the 
two Governments regarding any particular question the more likely 
would its adjustment be satisfactory and in a spirit of better under- 
standing and harmony. With that in view it has been the policy of 
our government to talk as little as possible and to discuss the questions 
that arise in a spirit of friendliness in order that their determination 
might be reached in an amicable way. It would be most helpful to 
both countries, in accomplishing this common purpose, if we would 
point to and emphasize the letter and spirit of such communications 
as those recently exchanged by the Japanese Foreign Minister and the 
Secretary of State rather than seek out and rake together various | 
reports and news items emanating from Japanese sources and the [Z¢o] 
reply with respect to them. Our communication was a statement of 
principles, attitudes and one might say of intentions which we think 
correctly and properly govern the course of our Government in con- 
ducting its foreign affairs. Our statement has a message for China 
and other countries as well as Japan. The courses of the British and 
our Governments have been independent but not unnaturally along 
parallel lines. Each has emphasized the importance of treaties, 
rights, obligations and interests of each country alike under treaties. 

Hon 

793.94/6630 : Telegram 

The Secretary of State to the Ambassador in Great Britain (Bingham) 

Wasuineron, May 2, 1934—4 p. m. 

176. 1. Department desires that you make a careful study and 
analysis of the British Government’s attitude and action in regard 
to the Japanese statements relating to China policy from April 17 

* Released April 80, Department of State, Press Releases, May 5, 1934, p. 244.



154 FOREIGN RELATIONS, 1934, VOLUME III 

to April 30, inclusive. It is believed that you have all the informa- 
tion which is available here with the possible exception of the fact 
that on April 26 the British Ambassador here read to the Under 
Secretary the instructions which had been sent by the British Govern- 
ment to the British Ambassador in Tokyo. 

2. Department desires also that you report as soon as practicable in 
regard to the reaction in Great Britain to the British Government’s 
attitude and policy. 

3. The Department desires further that you endeavor discreetly but 
persistently to ascertain what the Foreign Minister had in mind in his 
reference to Japan’s “special rights recognized by other powers and not 
shared by them”. (See your 213, April 30,5 p.m.). 

HULL 

793.94/6637 ;: Telegram 

The Ambassador in Italy (Long) to the Secretary of State 

| Romeg, May 2, 1934—8 p. m. 
[Received May 2—4: 25 p. m.]| 

85. Department’s 30, April 25th to Geneva. In conversation with 

Suvich*® this afternoon on other matters I asked him incidentally 
whether they had made any representations in Tokyo on the subject of 
the Japanese declaration of February 19th [A pri] 17th?] about China. 

. He said that they had not made any representations and that their 
course would remain unchanged in spite of any Japanese declara- 
tions; that he had read with interest the press-reported text of the 
note of the American Secretary of State which he thought was very 
strong and clear; that Italy along with other countries would benefit 
by the strong statement of the American Government which was quite 
explicit and to the point; and that the statement of Sir John Simon 
in the House was somewhat evasive and was indicative of the political 

character of Simon, whom he characterized as a compromiser. 
Lone 

793.94/6646: Telegram (part air) 

The Consul at Geneva (Gilbert) to the Secretary of State 

Geneva, May 3, 1934—9 a. m. 
[Received May 5—7: 08 a. m.] 

66. Consulate’s 64, May 1, 2 p. m., paragraph 4. 
1. Yokoyama called on me last evening and said that he would be 

glad to tell me of the purport of a conversation which he had had 

® Ttalian Under Secretary of State for Foreign Affairs. .
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- the evening before with Avenol. Yokoyama informed me in substance 

as follows: 

(a) He handed to Avenol the statement cited in my 55, April 24, 
2p. m., and made oral explanations along the general lines described 
in the final paragraph of that telegram. 

(6) He made no specific reference to the consultative committee 
inasmuch as he understood that the deliberations would be confined to 
the postal question and were “thus of no political importance”. 

(c) Respecting the committee on technical assistance, he informed 
Avenol that Japan desired that the League take steps to guard against 
the “misuse in China” of technical assistance for political dissimulation. 

(zd) In response to Avenol’s inquiry whether the Japanese Govern- 
ment could furnish him with any evidence that political activities had 
been associated with the technical work or carried on by any technical 
officials, Yokoyama replied that he would make no reference to the 
past but that his statement only concerns the future. 

(e) Expanding on the foregoing Yokoyama informed me that he 
had made no allegations against Rajchmian and that Japan would 
take no position respecting allegations or his return to China other 
than that his and all other League activities in China must be strictly 
nonpolitical. 

(7) Answering my inguiry he said that while he had not employed 
with Avenol the term “inimical acts” he felt that he had “satisfactorily 
conveyed the impression”. 

(g) As he outlined them to me Avenol’s statements to him appeared 
to have been of the general tenor with certain obviously necessary 
omissions of what Avenol said to me as reported in my 61, April 28, 
11 a.m., paragraph 1 (a) and (d). Avenol stressed to him the limited 
character of the program of assistance to China and its complete dis- 
association from political undertakings and asked him to transmit 
these assurances to the Japanese Government. 

2. Yokoyama carefully explained to me that neither his written state- 
ment nor his explanations were in any respect “representations” but 
that he had given them to the Secretary General solely for his infor- 
mation. The distinction was, however, very subtle. 

3. Yokoyama’s statements to me and likewise his statements to 
Avenol as he related them to me denoted a complete avoidance of any 
commitments or of any assertions of specific intentions on the part of 
Japan. There was in particular an avoidance of any definition of the 
term “political activity”. The only definition of Japanese policy in 
any direction was a general reference to the criterion of Japan’s 
public statements of policy with the implication that Japan will 
advance a specific interpretation in any given instance as it might 
arise. 

4. The Avenol—Yokoyama conversation appears at present to “stabi- 
lize” the Japanese relations to the League’s in this matter with the 
exception of possible developments as discussed in my 64.°° 

—_—__ GILBERT 
” May 1,2 p. m., p. 150. 

748408—50—VoL. 11I——_16
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793.94/6636 : Telegram 

The Counselor of Legation in China (Gauss) to the Secretary of State 

| Perrine, May 3, 1934—11 a. m. 
[Received May 3—12:12 a. m.]| 

198. Following from Minister at Nanking May 2, 4 p. m. 

“Hsu Mo* informed me today that Chinese Government had in- 
quired of British Government an explanation of reference in Sir John 
imon’s statement on April 30 to especial rights of Japan ‘recognized 

by the other powers’ ”. 
: Gauss 

793.94/6644a : Telegram 

The Secretary of State to the Ambassador in Japan ( Grew)” 

WaAsHINGTON, May 38, 1934—6 p. m. 

62. 1. Referring to statement in American papers that the Vichi- 
Nichi has declared editorially that “the statement of Secretary Hull 
violates the pledge made by President Roosevelt to Viscount Ishii in 

Washington last May, recognizing Japan as the stabilizing influence 
of the Far East”, officials of the Department, in reply to inquiry, cate- 
gorically denied that the President gave any pledge to Viscount Ishii. 

_ 2. An American paper, in reporting the denial, states that “It is 
also pointed out here that any profession of respect for Japan as a 
stabilizing influence in the Far East would have no reference to the 
present diplomatic discussion, in which the potentially disturbing 
influence of Japan as a result of the recently announced Tokio policy 
has been the subject under consideration.” No such statement as that 
quoted above was made by the Department. 

Hu 

761.94/740 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 761 Toxyo, May 38, 1984. 
[Received May 18.] 

Sir: I have the honor to enclose with this despatch a memorandum * 
of a conversation which I had with the Soviet Ambassador on May 1 
at his Embassy, returning the call which he made on me on March 9.” 

* Political Vice Minister for Foreign Affairs. 
® The same telegram, May 3 (No. 135), to the Minister in China. 
* Not printed. . 
* Embassy’s despatch No. 700, of March 8, 1934. [Footnote in the original. ]
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During our conversation Mr. Youreneff touched on nearly all the 
present points of conflict between the USSR and Japan and, as will 
be noted, declared that he was very pessimistic regarding the future 
relations between the two countries. His feeling of pessimism seemed 
to be caused in considerable part by the apparent abrupt failure of the 

renewed negotiations for the sale of the Chinese Eastern Railway and 
for this reason it is believed desirable to report certain circumstances 
attendant upon the resumption of the Sale Conference. It is believed 
that these circumstances should contribute to an understanding of 
the expected reaction in Japan when the failure of negotiations 
becomes generally known. 

During the past month the Soviet Ambassador and the Minister 

for Foreign Affairs have continued to hold frequent interviews, sup- 

posedly to discuss the sale of the Railway. These interviews have 

been noted in the press with regularity as was also a conversation 
between Mr. Youreneff and General Hayashi, the Minister of War, 
on April 21. None of these conversations was made public. Never- 

theless, when it became known that “Manchukuo” had drafted a new 

proposal and that a resumption of the Conference was imminent, 

public interest was at’once aroused. The vernacular press was unani- 

mously optimistic and there were universal expressions of gratifica- 

tion that “Manchukuo” had drafted an offer said to contain the most 

liberal concessions imaginable. But what concerned the Japanese 

more directly was the fact that renewal of the negotiations was 
ascribed to the skill and good offices of Foreign Minister Hirota. At 
this point Mr. Ohashi, chief “Manchukuo” delegate, gave a press 
interview declaring that he believed that the new offer was eminently 

just and reasonable; the Yomiuri Shimbun opined that the expected 

sale of the railroad would be regarded in official quarters as the first 

recognition of “Manchukuo” by a state other than Japan; and cer- 

tain papers such as the Miyako and the Asahi argued that Mr. Hirota 
would not have brought the conferees together once more had he not 

felt that negotiations would this time prove successful. A definite 

psychology of optimism has been created. 
It is not yet known what the “Manchukuo” terms are but, as will 

be seen from the attached memorandum of conversation, they proved 

unacceptable to the Government in Moscow. Presumably this fact 
will be made known in a few days when the next meeting of the dele- 
gates is decided upon. 

If the Conference definitely fails at this time, Soviet-Japanese re- 
lations will once more become strained. The Japanese will place the 
blame squarely upon the Soviets. It is furthermore possible that 
the Foreign Minister, whose name is now linked with the negotia-
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tions, may suffer some measure of embarrassment and also that op- 
portunity may be afforded the militaristic and chauvinist portions of 

the nation to strengthen their hand. Whether or not the repercussions 

of the incident extend thus far, it is quite probable that the opinion, 

heard from time to time, that Japan will never be able to deal success- 
fully with the Soviets by ordinary peaceful methods, will gain more 

adherents. Furthermore, to point the impossibility of the present dual 

control of the Railroad, incidents continue to occur, word having 

recently reached Tokyo that there is trouble at Pogranichnaya where 

Japanese troops were refused permission to use the station compound 

and where, on April 30, white Russian guards are reported to have 

attacked six Soviet railroad officials. In concluding this subject it is 
hardly necessary to point out that the risk of the eventual seizure of 

the railroad or its economic ruin still remains and, if the conference 

fails, may be regarded as considerably increased. 
In regard to the fisheries dispute there have been no concrete de- 

velopments in the last several weeks but it is rumored in the press 

that a plan is under consideration to organize a joint Soviet-Japanese 

corporation, capitalized at 60,000,000 yen, to conduct the fisheries. 

To this corporation, which would be set up under Japanese law, 

Japan would contribute the fishing equipment of the Nichiro Fishery 

Company and affiliated companies while Soviet Russia would con- 
tribute, besides equipment, the fishing grounds in Soviet territorial 

waters. It is proposed, according to these reports, that profits be 
divided on a 50-50 basis and that the concern be headed by a Japanese 

president and a Soviet vice-president. Although this concern would 
not operate under many of the handicaps faced by the Chinese East- 

ern Railway, it is questionable whether Soviet Russia would show 
much enthusiasm for another international venture of this kind. 

Another question which appeared to cause some anxiety in Japan 
were the reports that Soviet Russia intended to join the League of 
Nations. Several of the vernacular papers commented editorially 
on this development and all expressed surprise at the change of atti- 
tude on the part of the Soviets. The general opinion seemed to be 
that the USSR, if reports are true, wishes to join the League for the 
very reason that Germany and Japan decided to quit it, namely “the 
oreat change in the international situation”. It was advanced that 
Soviets were led to this step by considerations of national safety but 
that the matter would not affect Japan or Japanese policy which was 
based on justice and friendship. 

Adverting to another of the questions alluded to in my conversa- 
tion with the Soviet Ambassador it will be seen that his government 
is said to regard the Mongolian question with equanimity. This opin-
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ion is at variance with the consensus of local opinion formed from the 
available information. It is believed that the Japanese are in a posi- 
tion to make their influence felt in Inner Mongolia, not only through 
the activity of their agents in that region, but through the influence 
of measures already taken in the “Manchukuo” Inner Mongolian Prov- 
ince of Hsingan which are designed to benefit the Mongols. Further- 
more a member of my staff was told some time ago by a newspaper man 
who had interviewed the Panchen Lama that that individual declared 
that the coronation of Pu Yi had a strong ideological appeal to all 
Mongols. It will be remembered in this connection that the Mongols 
have long regarded the Manchus as their allies and that, in recent 
years, they have bitterly resented Chinese immigration. In Inner 
Mongolia where the desire for a strong autonomous government is said 
to prevail it is likely that the people will be swayed by the highest bid 
for their friendship. The Japanese hold strong cards and the fact 
that Inner and Outer Mongolia are traditionally antagonistic will 
not further Soviet influence. 

But more important than as a sphere of influence the strategic sig- 
nificance of Mongolia is worthy of note. A flank attack on Soviet 
Russia through Outer Mongolia would isolate the Far Eastern pos- 
sessions of the USSR and a flank attack on “Manchukuo” through 
Inner Mongolia would likely prove more decisive than a frontal attack. 
While the Mongolian question has evidently not matured as yet, public 
interest has been attracted by press reports of the activity in Sinkiang 
further west and south. I shall continue to watch for any significant 
developments regarding this general region, sometimes held to be the 
greatest danger spot in Soviet-Japanese relations. 

Respectfully yours, | JOSEPH C. GREW 

793.94/6644 : Telegram 

The Ambassador in France (Straus) to the Secretary of State 

Paris, May 4, 1934—11 a. m. 
[ Received May 4—8: 30 a. m.] 

342. Yesterday evening Léger % talked with Marriner about the 
background of the French reply to the Japanese note of explanation 
with regard to their attitude toward China which had been com- 
municated by the Japanese Ambassador here to the French Govern- 
ment. The reply was handed to the Japanese Ambassador yesterday 
morning and released for the press of this morning. 

Léger said that the French Government had been slow in making 
any statement on the subject not because its intentions were in doubt 

“ Alexis Léger, Vice Political Director of the French Foreign Office,
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but because they felt that the first interests in this subject lay in the 
United States and in England and they wished to be sure that any 
attitude they might adopt would be insofar as possible in accord with 
the policies of these two countries. He said that up to the present 
the British attitude had not been made perfectly clear but that when 

the matter was called officially to the attention of the French Govern- 
ment by the note of explanation of the Japanese Ambassador they 
felt it was essential that France’s position as an upholder of the exist- 
ing treaties should be made absolutely clear. He feels that the French 
reply makes it plain that France does not regard Japan as having 
any different relation to China than that of the other signatories of 
the Washington agreements and would expect any question arising to 
be settled by the friendly procedure specified in article 7 of the agree- 
ment of February 6, 1922. 

Mailed London, Geneva. 
SrRAvs 

793.94 /6695 

The Ambassador in Japan (Grew) to the Secretary. of State 

No. (71 Toxyo, May 4, 1934. 
[Received May 19.] 

Sir: Reverting to my despatch No. 751 of April 20, 1934, as well 
as to my telegram No. 71 of April 18, 5 p. m., and subsequent tele- 
graphic correspondence concerning the “unofficial” statement issued 
to the press by the spokesman of the Foreign Office on April 17 regard- 
ing the Japanese attitude towards the rendering of assistance to China 
by other countries, I have the honor to submit the following report 
more as a record of the facts and developments than as an appraisal 
of their results. Such an appraisal and a general survey of the situ- 
ation can, I feel, better be made after the domestic and foreign rever- 
berations from the affair have run themselves out. 
From information gathered from many sources I am now convinced 

that the background of Mr. Amau’s statement was as follows: 
The Japanese Government for some time had been increasingly 

anxious over the reports of foreign activity in China. Mr. Rajchman 
was reported to be on his way to Geneva to report to the League of 
Nations on the question of technical assistance. Mr. Monnet also 
of the League of Nations was said to be active in Shanghai in organiz- 
ing an international syndicate for the purpose of financing a public 
works program in China. A considerable number of officers with the 
German General von Seeckt were understood to have arrived in China 
for the purpose of giving military instructions, while foreign firms 
were active in selling to the Chinese Government airplanes, automo-
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biles and other potential accessories of warfare. From all of these 
activities Japanese interests were at the insistence of the Chinese Gov- 
ernment understood to be excluded. Accordingly an instruction was 

sent with the approval of the Minister for Foreign Affairs to Mr. 
Ariyoshi, Japanese Minister in China, conveying the attitude of the 
Japanese Government toward these various activities in particular 
and to the relations of foreign countries with China in general. 
(I have been informed from a reasonably reliable source that the 
instruction, before being sent to Mr. Ariyoshi, also received the ap- 
proval of the Cabinet.) 

For some time past Mr. Amau, the spokesman of the Foreign Office 

and Chief of the Bureau of Information and Intelligence, had been 
pressed by Japanese newspaper correspondents for a statement of the 
attitude of the Japanese Government towards these various activities. 

This pressure appears to have come to a head on April 17 when Mr. 
Amay with the approval of Mr. Shigemitsu, the Vice Minister for 
Foreign Affairs, gave to the Associated Press correspondent the gist 
of the instruction, in a rough oral translation. Later on the same day 
he gave to the Japanese correspondents the text or substance of the 
instructions to Mr. Ariyoshi, and on the 18th he made for the foreign 
press correspondents a written translation into English of the same 
document. This translation was at first given out on Foreign Office 
stationary as an official communication, but it was later labelled 
“unofficial” and all but a few copies, one of which is now in possession 
of the Embassy through the courtesy of Mr. Fleisher, correspondent 
of the New York Herald Tribune, were recalled. At first Mr. Amau 
stated to the Associated Press correspondent that his statement (or 
the diplomatic instruction on which it was based) had received the 
approval of the Minister for Foreign Affairs, but it will be observed 
that later * he modified this assertion by stating to Mr. Dickover ® 
that his oral statement of April 17 did not have the approval of Mr. 
Hirota. I myself am now convinced that while Mr. Hirota had ap- 
proved the original instruction to Mr. Ariyoshi, he was not consulted 
before Mr. Amau’s statement of April 17 was given out and in view of 
his policy and efforts to improve Japan’s relations with other coun- 
tries, I doubt very much if he would have approved of the issuance 
of this public statement at the present time. Mr. Shigemitsu and 
Mr. Amau seem to have had no conception of the effect which it would 
produce abroad. There are others who believe that the announcement 
was a carefully considered step taken with the full approval of Mr. 
Hirota who later was obliged to make Mr. Amau the scapegoat. I do 
not share these views and find that most of my colleagues now agree 

* Hmbassy’s telegram #78, April 26,9 p.m. [Footnote in the original.] 
* Erle R. Dickover, First Secretary of Embassy in Japan.
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with me on this point. Mr. Hirota’s confidential statement to me of 
April 25 + to the effect that the statement had been issued without his 
own knowledge or approval and that an erroneous impression of the 
Japanese Government’s policy had thereby been given to the world, 
impressed me as being sincere. In such a case one can only be guided 
by one’s personal impressions. My impressions of his sincerity were 
quite clear. My British colleague who at first reported to his Gov- 
ernment that the announcement had been made with Mr. Hirota’s 
approval, later altered his opinion and cabled his Government . 

accordingly. 
Whatever the truth of the matter, there is no doubt that Mr. Hirota 

has been placed in a difficult position. There are many among the 
Japanese themselves who consider that the Foreign Office committed 
a thoroughly awkward blunder which was not helped by its subsequent 
awkward handling. But Mr. Hirota is, so to speak, between the devil 
and the deep sea because of the chauvinists and the military on the 
one hand and the moderates on the other and it would have placed 
him in a thoroughly dangerous position to have publicly disavowed 
Mr. Amau’s statement. The word “assassinations” has been used in 
the comments of some observers. The Minister, however, said to me in 
confidence but in apparently complete frankness + that the policy of 
the Government is complete support and observance in every respect 
of the provisions of the Nine Power Treaty and that Japan has no 
intention of seeking special privilege in China nor of opposing the 
bona fide trade of other foreign powers nor of interfering in any way 
with China’s administrative or territorial integrity. This he said is 
the precise policy of the Emperor,** which he himself is doing his best 
to carry out and that he intends to do so even at the possible cost of 
his own life. He added that in carrying out this policy he has the 
full support of the Minister of War. Mr. Hirota went on to say that 
naturally the maintenance of peaceful conditions in China is especially 

important to Japan in view of her own propinquity and that certain 
foreign influences, which he did not specifically mention, are con- 
stantly trying to stir up trouble for Japan. His endeavor, he observed, 
is to counteract these influences so far as possible while fully respecting 
the rights and legitimate interests of other countries. 

The further steps in the affair have been fully dealt with in the 
various telegrams from this Embassy. The doubts and misunder- 

+ Embassy’s telegram #75, April 25, 1 p. m. [Footnote in the original; telegram 
printed in Foreign Relations, Japan, 1931-1941, vol. 1, p. 227.] 

+ Embassy’s telegram #75, April 25,1 p.m. [Footnote in the original. ] 
*° Marginal notation by the Chief of the Division of Far Eastern Affairs: “Then 

why did Hirota approve the instruction to Ariyoshi—which instruction is the 
important item in the whole story? SKH.” .
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standings which arose with regard to the precise nature of the spokes- 
man’s original statement can be explained only by the shifting posi- 
tions taken by Mr. Amau himself. The facts have been explained to 
the Department as clearly as possible.§ } 

The Department’s aide-mémoire || was decoded at 5 p. m. on April 
29, and although the Foreign Office was closed owing to that day 
being both Sunday and the anniversary of the Emperor’s birthday, 
I was fortunately able by writing an urgent personal letter to obtain 

an interview with the Minister at his residence at-6:30 when I pre- 
sented the atde-mémoire. The Minister’s only comment after reading 
it was that the whole affair had caused “great misunderstanding”. 
He said at that time that he would reply in due course, but according 
to conflicting press reports it does not yet appear to have been defi- 

- nitely decided whether a reply will be made or not.” The chauvinistic 
elements appear to desire to leave the matter as it is. They claim that 
Japan has stated her policy and that that settles the matter. The 
more reasonable elements, however, realize that the matter can never 

be settled or “closed” as long as Japan’s views are so at variance with 
those of other countries in general and of the United States in par- 
ticular. They therefore believe that it would be better to discuss the 
question further and if possible to remove the seeds of future discord. 
In any case there are indications that the authorities are considering 

their next step, if any, with the greatest care and it will probably be 
discussed not only by the Cabinet but by the Privy Council in view of 
the importance which the matter has now assumed. 

-- For my own part I may say that the substance and tone of the 
Department’s aide-mémoire have my full concurrence and admiration. 
I believe that it was absolutely called for by the circumstances and 
that it was expressed with a clarity and moderation which not only 
puts our Government on precise record without giving needless offense, 
but which will undoubtedly sink into the Japanese consciousness what- 
ever the public reactions may be. 

I was last night informed by my French colleague that his Govern- 
ment has handed to Mr. Sato, Japanese Ambassador in Paris, a com- 
munication setting forth the views of the French Government in the 
hght of the situation which has arisen from Mr. Amau’s statement 
of April 17, but this communication has not yet been published here. 

§ Embassy’s-telegrams #77, April 26, 5 p. m. and #78, April 26,9 p.m. [Foot- 
note in the original. ] 

| Department’s telegram #59, April 28, 7 p. m. [Footnote in the original; 
telegram printed in Foreign Relations, Japan, 1931-1941, vol. 1, p. 231.] 

” Marginal notation.by the Chief of the Division of Far Eastern Affairs: “Grew 
says nothing about having said ‘No reply expected’ (which [Japanese Ambassador] 
Saito has said that Grew said).”
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At a later date the Embassy will no doubt be in a better position to 
appraise the significance and results of this whole affair and to report 
thereon to the Department. 

Respectfully yours, JosEPH C. GREW 

793.94/6645 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, May 5, 1984—noon. 
[Received May 5—2: 50 a. m.] 

202. Legation’s 198, May 3, 11 a.m. Following from Minister at 
Nanking dated May 4, 3 p. m. 

“Hsu Mo informed me May 8 that the Chinese Minister at London 
had reported that he had been informed by the British Government 
that ‘special rights’ meant Japanese concessions and the railway zone 
in Manchuria. Hsu Mo stated that the Chinese Government was dis- 
satisfied with this reply and had informed its Minister to make further 
inquiries”. 

For the Minister: 
Gauss 

793.94/6665 

Memorandum by the Secretary of State 

[Wasuineton,] May 7, 1934. 

The British Ambassador called and first stated that-in conversation — 
with an important United States official, not of the State Department 
however, he had indicated a violent state of mind in criticizing the 
recent statement of Sir John Simon in the House of Commons re- 
garding the British attitude towards the statements about control of 
the Orient emanating from various Japanese sources during past 
weeks. The Ambassador said that he had called to inquire whether 
the State Department felt specially disappointed at the nature and 
the substance of this statement of Sir John Simon. I replied that the 
statement had not called for any special conference here in the De- 
partment on the part of myself and associates; that there was, nat- 
urally, some comment and speculation with reference to the clause 
in Sir John’s statement which proposed to make exception to some 
kind of rights of Japan in Manchuria or other portions of China. I 
stated that I myself was frankly somewhat disappointed to find this 
exception clause, which seemed somewhat enigmatical, in Sir John 
Simon’s statement and that so far as my impression went the matter 
was viewed by my associates with the same state of mind; that while 
there had been no general expressions in the way of adverse comment.
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in the United States, I had observed from London press dispatches 
that the press of England was generally critical of this phase of Sir 
John’s statement. The Ambassador said that that was another mat- 
ter which he was not dealing with, but that he was making his inquiry 
of me with respect to American sentiment and especially the state of 
mind of the State Department. I again told him that all in all the 
Department was not and had not been exercised about the matter ; that 
England being more interested materially in the Orient than the | 
United States, it was her fullest privilege to treat the Japanese pub- 
licity as her judgment thought best; that it was true all of the gov- | 
ernments signatory to treaties operative especially in the Orient were 
in the same boat with respect to their observance; that I myself felt 

' that since none of the countries such as Great Britain and the United 
States were planning pronouncements in any event that would call 
for the use of force, unequivocal and clearcut statements from each 
government relative to their rights, interests, and obligations, in the 
Orient—such statements being made separately and independently by 
each of the governments—would offer the best possible method of deal- 
ing with these Japanese utterances by arousing the moral sentiment of 
the world; that I would have been delighted if each of the govern- 
ments signatory to such treaties had thus spoken out, but unfortun- 
ately only Great Britain, the United States and France had done so. 
The Ambassador said that it was thoroughly justifiable for Sir John 
Simon to insert the exceptional clause in his statement about the rights 
of Japan. My reply to this was that in stating a broad fundamental : 

position relating to the rights, interests and obligations of all the na- 
tions signatory to the treaties involved, there was not any occasion | 
whatever for singling out some one of numerous, purely minor or local 
conditions for the purpose of making an exception in favor of Japan 
and in favor of Japan’s alleged rights. : 

The Ambassador seemed entirely content when I stated to him that 
this government was not exercised or disposed seriously to complain 

' at the particular or exceptional clause above referred to in Sir John 
Simon’s statement. 

C[orpett |] H[ oi] 

793.94/6685 | 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

No. 686 Lonpon, May 7, 1934. 
[Received May 16. | 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction No. 176, May 2, 4 p. m., asking for an analysis of the British
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Government’s attitude and action with regard to the Japanese state- 
ment on April 17th. 

Before discussing the motivating forces formulating the British 
attitude on this question it seems desirable, even at the risk of repeat- 
ing to some extent information previously reported by telegram, to 
summarize chronologically the events subsequent to April 17th. 

The first mention of the Japanese statement appeared in the London 
press on April 19th, and I saw the Foreign Secretary on April 20th 
(see my No. 183 [187], April 21, 10 a. m.**) who had Just received a 
report from the British Ambassador at Tokyo. Obviously at that 
time Sir John Simon personally took an apprehensive view of what 
Japan might have in mind, and he anticipated, once the facts were 
established, an early exchange of views with the United States Gov- ° 
ernment. I cannot but feel that Sir John Simon’s personal attitude 
as expressed to me underwent considerable modification by the time 
he made his statement in the House of Commons (my No. 190, Apri 
23, 4 p. m.), since in this statement he took pains to emphasize that 
the British Government had already made “a friendly inquiry” at 
Tokyo (which instruction to the British Ambassador in fact had only 
been drawn up on the previous evening) with the object of “clarifying 
certain aspects” of the Japanese statement; and in response to ques- 
tions addressed to him regarding cooperation with the United States 
he was obviously anxious to avoid making any definite answer. 

The statements of the Japanese Ambassador at Washington were 
reported in the press here, as also were the remarks of the Japanese 
Consul General at Geneva and the Japanese Ambassador at Berlin. 

' Ambassador Nagai’s assertions were particularly scrutinized in an 
attempt to estimate whether in fact Japanese and German officialdom, 
both outside the League of Nations, were in any accord. It may also 
be well to point out that in general the press carried very full reports 
of the United States attitude towards this policy of Japan, particular 
reference being made to the gravity with which it was viewed in 
Washington. 

While naturally press despatches from abroad were much featured 
in the daily newspapers, the London Foreign Office, through its 
spokesman, was consistently pointing out that until Japan’s inten- 
tions were definitely ascertained, and until it was determined how 
far, if at all, Great Britain was affected, it would be a mistake to 
assume that this statement of policy was as serious as a first casual 
reading might indicate. Consequently there was rather limited edi- 
torial comment, and it was not until April 26th that the Z¢mes pub- 
lished its first editorial reviewing the situation to date. This editorial 
started off with the sentence: “The latest developments at Tokyo sug- 

* See also telegram No. 188, April 21, 11 a. m., p. 122.
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gest that to condemn Japanese policy towards China unheard is just 
as premature as to applaud it.” But it is the last paragraph which 
is of particular interest, in that it pointed to the prosperous British 
colony of Hong Kong and to the extent of British investments in 
Shanghai (which the Secretary of the China Society in London later 

- stated were even underestimated in that editorial, for while “the Japa- 
nese population[”] (in Shanghai) “exceeds the British, the total of 
British capital invested there, as shown by a recent investigation of a 
neutral economist of repute, is three times as large as that of Japanese 
capital. Moreover, as Shanghai does more than half China’s foreign 
import trade, and the value of the British exports to China (excluding. 
Manchuria) last year exceeded Japan’s, there is ground for claiming 
that commercially also our interests in the port are larger than her’s.”) 

On April 30th the 7imes also carried the text of a statement tele- 
graphed by its correspondent in Tokyo as the only version of the 
official spokesman’s oral statement of April 17th for which responsi- 
bility was accepted by the Tokyo Foreign Office. The text is as 
follows: 

“Japan has no wish to infringe the independent interests or pros- 
perity of China. As regards Manchukuo, we ask the other Powers 
to recognize the fair and free actions of that country. Neither in 
Manchukuo nor in China have we any territorial ambitions. Japan 
is geographically in the position to share in trade profits if China 
is united and developed, but the unification and prosperity of China 
must be attained by her own awakening, not by the selfish exploita- 
tion of other Powers. — - 

“We have no intention to interfere with the interests of third parties. 
If other Powers engage in trade with China for the benefit of China 
we welcome it. We have no desire to deviate from the policy of the 
open door and equal opportunity, or to infringe treaties, but Japan 
objects to any action whatsoever by other Powers that may lead to 
disturbance of peace and order in East Asia. Japan bears the respon- 
sibility for the maintenance of peace and order in East Asia with 
other Asiatic Powers, particularly China. The time has passed when 
other Powers or the League can exercise their policies only for the 
exploitation of China.” 

The press on April 30th carried in general a long report of the 
American position, intimating that President Roosevelt himself took’ 
a serious view of the situation. That afternoon Sir John Simon 
made his second statement in the House of Commons, the text of 
which was contained in my telegram No. 230 [2/3], April 30, 3 [5] 
p.m. Editorial opinion subsequent to the Foreign Secretary’s state- 
ment of April 380th was forwarded in the Embassy’s despatch No. 675, 

For other versions of the Amau statement, see Foreign Relations, Japan, 
1931-1941, vol. I, pp. 224 and 229, .
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May 2, 1934,! which pointed out that the general tone of the responsible 
daily press (likewise prevalent in conversations) was an attempt to 
whitewash the intent of Japanese policy because of the alleged satis- 
factory assurances that have been received in reply to inquiries made 
at Tokyo and especially because of specific assurances that in any event 
Japanese policy was not directed against Great Britain. A contrary 
view is expressed in the E’conomist of May dth (copy attached). An 
Evening Standard cartoon (copy attached)? is also an unconscious 

endorsement of this contrary point of view. 
Sir John Simon’s statement to the House of Commons on April 

_ 80th contained the reference which gave rise to question 3 in the De- 
partment’s telegraphic instruction No. 176, May 2,4 p.m. When a 
written question is asked of the Foreign Secretary in the House of 
Commons it is submitted to the geographical department of the 
Foreign Office to frame a reply in the first instance. The present 

head of the Far Eastern Department, Mr. Orde, is away on leave and 
his assistant apparently drafted the reply Simon made (my No. 218, 
April 30, 5 p. m.). Since then the Chinese Legation and the press 
have been closely questioning the Foreign Office as to the particular 
significance of the phrase. In every case it has been pointed out that 
the phraseology had no hidden meaning and was intended merely 
to describe certain rights and concessions which Japan enjoyed and 
were not shared by other Powers, as, for instance, Japanese conces- 
sions in Hankow and Tientsin and certain policing rights with rail- 
ways (i. e., the South Manchuria Railway was tentatively mentioned 
on one occasion; on another occasion the Kiukian Railway). When 
the Acting Chief of the Far Eastern Department was asked by a 
member of my staff about this particular phrase he was obviously 
pervious on this point and conveyed the impression that he had in 
truth framed the draft reply for Sir John Simon to read in the House 
of Commons. “Obviously the phrase was an unfortunate one, but 
not intended to cover any special significance, for”, said this Acting 
Chief, “Great Britain has certain rights in China that are not shared 
by other countries, as we know France has, etc., and we wanted merely 
to make clear that whatever Japan had in this category of rights were 
‘also excepted.” 

The above, I believe, is the correct interpretation of this phrase and, 
in my opinion, no particular significance should be attached to it. 

In presenting this chronological diary of official statements and 
press reports on the Japanese statement I venture also to set forth 
certain points of view that have been expressed repeatedly as con- 
siderations the Government had in mind in reaching its determination 
of policy. 

The two compelling problems before the British Government are, 

*Not printed. .
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first, the uncertainty of the European situation, particularly as regards 
the rearmament of Germany and the general breakdown of disarma- 
ment negotiations; secondly, the necessity of fostering Great Britain’s 
progress to economic and financial recovery. The first problem needs 
no elaboration. ‘The requirements of the second problem, which are 
equally evident, were authoritatively explained in the budget speech 
of the Chancellor of the Exchequer in which he took pains to point 
out that, whereas the first impetus to increased British trade had 
come from the home market, further recovery depended entirely on 
the improvement of world conditions and world trade (and it so 
happened that this speech announcing reductions in the British income 
tax and remissions in the emergency cuts of 19381 was made on the 
very day the Japanese spokesman made his initial statement in Tokyo). 
The export of cotton and woolen textiles is not the least important 
part of British foreign trade, and the problem of Japanese competi- 
tion in this and other fields has for some months been receiving the 
serious attention of the Cabinet, as has been reported by this Embassy 
in earlier despatches. There is no doubt that the Cabinet, at the 
moment of formulating its position on the Japanese statement, had 
clearly in mind the fact that there would be announced shortly a 
scheme of colonial import quota restrictions directed in the main 
against Japanese goods. In view of the Empire’s favorable balance 
of trade with Japan, such a policy would defeat its object if the 
moderate amount of support which can be given Lancashire by 
drastic action in the Empire would create deep trade hostility or 
provoke open or disguised Japanese retaliation. For, in the last 
analysis, the market for British textiles, as is the case with most 
British exports, is the world, not the colonial market. So it follows | 
that in determining its attitude at the present time the British Govern- 
ment was not inclined to consider any immediate policy to add political 
fuel to the conflagration shortly to be augmented by the arbitrary 
restriction of Japanese imports into British colonial possessions, (See 
my despatch of today’s date). 

Therefore, except in the fact of a direct and pressing menace to 
the Empire in the Far East, and in view of other considerations enu- 
merated previously, it is unquestionably the British view that the 
present is not the propitious moment to press the Japanese question, 
especially since it is reasoned that the United States and Russia will 
adopt such an attitude at the present time as to defer a crisis. 

Then, too, there has been an element in this country traditionally 
friendly to Japan which has for some time pointed out that a strong 
China in the Far East was not necessarily a favorable factor to Eng- 
land, since Chinese nationalism has bred British boycotts, the Shanghai 

situation of 1930 [1925?], agitation for the abolition of extraterri- 

* No. 698, May 7; not printed.
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toriality and concessions resultant, for instance, in the recession of 
Weihaiwei and the demand for the renunciation of Hong Kong. This 
British element with Far Eastern interests is opposed to antagonizing 
the Japanese politically for the following reasons: 

(1) Such a policy would cause Japanese retaliation against British 
trade, not only in Japan, but also in China, since the Japanese would 
certainly institute more or less effective propaganda and indirect 
controls against British-Chinese trade. 

(2) Such a policy, which would tend to strengthen the militarist 
element in Japan, might lead to an issue at a time when the Singapore 
Base, as revealed in the Admiralty conference of last autumn, is almost 
two years from completion. | 

(3) Should England eventually decide upon a policy of resistance 
to Japan it must be calculated upon cooperation with the United States 
which will not be truly effective unless the public will of the United 
States is back of the Government in a policy of aggressive resistance. 
Such an exchange of notes as Mr. Hull and Mr. Hirota recently com- 
pleted and the withdrawal of the American fleet from the Pacific are 
both cited as instances that the American Government wants to play 
down the Japanese situation. 

Paradoxically, the conclusions of this group are tacitly reinforced 
by the attitude of the strong antiwar element in this country. This 

| group is entirely dissatisfied with the Government’s Japanese policy 
and with its supine acceptance of Japanese explanations. But while 
it is in principle opposed to the use or threat of force, in such a case, 
to suppress aggression it is somewhat at sea in this situation since its 
former panacea in such circumstances, the League of Nations, seems 
to offer no solution in the present crisis, as it was unable to enforce its 
will in the Manchurian situation. 

These, then, are arguments which have been given consideration in 
determining policy here, obtained incidentally in conversations with 
high Government officials (other than those reported in my No. 196, 
April 24, 8 p. m., and my No. 200, April 25, 6 p. m., together with the 
memorandum forwarded by letter dated April 24, 1934, to Mr. Horn- 
beck *). I venture also to outline a little more fully than in my 
telegram No. 228, May 7, 11 a. m., to Mr. Norman Davis,‘ the very 
definite conclusions I have reached regarding British policy. 

The British Government has made up its mind to run no risk so far 
as the Far Eastern situation is concerned at this time and to concen- 
trate all its efforts in trying to keep peace in Europe and to rehabilitate 
its economic life. England considers that the seriousness with which 
the Japanese statement of policy of April 17th was viewed in the 
United States, in Russia and in China is sufficient to deter Japan from 
taking any provocative action at the present time; that for the 

* Latter not printed, but see reply dated May 29, p. 196. 
*Not printed.
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moment no threat to the British Empire lies in the Far Eastern situa- 
tion, nor is Japan likely to provoke a war in the Far East unless 
Germany precipitates a war in Europe. For the time being England 
will endeavor to refrain from any provocative action vis-a-vis Japan 
(which purely economic considerations do not demand) which would 
tend to increase tension in the Far East or more particularly between 
Japan and England. For this reason, although until the Japanese 
statement of April 17th the British Government was prepared to join 

_ with the United States Government in exploratory conversations for 
the forthcoming naval conference, this policy is now under review by a 
special Cabinet Council and no decision has as yet been reached. This 
accounts for the recommendation in my telegram to Mr. Norman Davis 
(No. 228) that no further inquiries be made of the British Government 
regarding Anglo-American naval conversations until the outcome of 
the British Cabinet’s decisions is known. 

I have learned from usually well informed sources that it has even 
been suggested in the present Cabinet Council discussions that this 
was not a particularly happy moment, from a purely British view- 
point, for a renewal of the London Naval Treaty discussions, provided 
in these discussions England would attempt to maintain parity with 
the American navy and by Anglo-American cooperation to force 
Japan into the maintenance of an inferior position she was not willing 
to accept. Predicated on the fact that the American navy would 
never be used against Great Britain, it was a question for study 
whether England would not do better to consider her requirements 
vis-a-vis her European neighbors, the defence of her sea routes, and 
especially her Far Eastern requirements, outside the compromise of 
a possibly unsatisfactory future naval treaty. 
From the long term point of view, I am certain the British are 

under no illusions as to the objective of Japanese policy in regard to 
China from the twenty-one demands of 1915 to date; that this policy 
will not be carried forward aggressively whenever world indifference 
or world disturbances permit. The English realize that ultimately 
this situation will have to be met, preferably side by side with the 
United States; but for the present, with the uncertain conditions in 
Europe, and economic adjustments to be made at home, they do not 
want to jeopardize the Far Eastern status guo or England’s compara- 
tively advantageous position in China by any appearance of such 
Anglo-American cooperation, coercion or preparedness as would put 
Japan back again in the hands of her militarists and force an issue 
thereby, which for the time being the British Empire does not want 
to meet. 

Respectfully yours, For the Ambassador: 

Ray ATHERTON 
Counselor of Embassy 

748408—50—voL. 111-——-17
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793.94/6659 

T he British Ambassador (Lindsay) to the Secretary of State 

. Wasuineron, May 8, 1984. 
Dear Mr. Secretary: In our conversation yesterday we touched on 

the phrase in the British statement to Japan concerning special rights 
possessed by Japan in relation to China which have been recognised by 
other Powers and not shared by them. Last night I received a tele- 
gram from Sir John Simon in which he gives me the text of the _ 
answer he had returned in the House of Commons to a parliamentary 
question on the phrase quoted above. The answer is in the following 
terms :— | 

“The phrase which my honourable friend has quoted was employed 
for the purpose of indicating that any particular policy of His 
Majesty’s Government in China or any particular activity of British 
subjects could only be successfully challenged by showing that such 
policy or such activity infringed some special Japanese right recog- 
nized by other Powers and not shared by them. 

“They are not rights of a general character that would fall within 
category indicated by my honourable friend. Japan however, like 
other countries, has no doubt acquired special rights in China recog- 
nized by other Powers but not shared by them by virtue of agreements 
relating to particular enterprises. An example would be the Japanese 
concession in Hankow. I am not in a position to give a list of such 
agreements nor do I think it necessary to do so, since the responsibility 
of proving that this or that right comes within the category in question 
does not rest on His Majesty’s Government.” 

I think that this statement by Sir John Simon has a considerable | 
| bearing on the conversation which we had. 

Believe me [etc. | R. C. Linpsay 

793.94/6676: Telegram (part air) 

The Consul at Geneva (Gilbert) to the Secretary of State 

GENEVA, May 9, 1934—5 p. m. 
[Received May 11—7: 10 a. m.] 

70. ‘In a confidential conversation today Hoo® informed me as 
follows: 

(1) He had telegraphed for instructions to Nanking submitting sug- 
gestions in line with those discussed in my 58, April 26, 4 p. m. para- 
graph 4.6 Nanking did not reply. 

(2) Avenol advised him that the best position for the Chinese in 
the Technical Assistance Committee would be to ignore the Japanese 

* Victor Chitsai Hoo, Chinese Minister in Switzerland. 
® See footnote 76, p. 146.
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public declarations and to proceed on the assumption that the assist- 
ance to China would continue as planned. Hoo stipulated that in such 
event the League issue a communiqué revealing the decisions of the 
Committee should they be to that effect. Hoo believes that this course 
will be followed. 

(3) The Chinese hope is that this may force the Japanese to define 
their objections to the assistance project more specifically or respect- 
ing some elements of the work which would give China the opportunity 
to raise the moral issue (Consulate’s 66, May 3, 9 a. m. paragraph 38). 
Hoo admitted, however, that it would probably be difficult to get the 

Japanese to do this, 
(4) The Chinese have in the present situation given up any idea of 

raising the general Far Eastern question in the Council or having it 
raised in the consultative committee. 

(5) Hoo will represent China in the forthcoming meetings of 
League bodies. 

GILBERT 

793.94/6717 

The Minister in China (Johnson) to the Secretary of State 

: Nanxine, May 10, 1934. 
| Received June 4. | 

Sir: I have the honor to enclose herewith a memorandum dated 
May 3, 1934,’ reporting a conversation between the American Minister 
and Dr. Wang Ching-wel, President of the Executive Yuan and Acting 
Minister for Foreign Affairs, and a memorandum dated May 4, 1934,’ 

of a conversation between the American Minister and Mr. Peng Shopei, 
Director of the Department of Political Affairs of the Executive Yuan, 
relating to the present controversy between the Chinese and Japanese 
Governments. 

It is interesting to note that Dr. Wang Ching-wei stated, inter alia, 
that it had been decided in the conference recently held by him with 
General Chiang Kai-shek (at which Mr. Huang Fu * was present) not 
to alter China’s present policy with regard to the question of postal 
service between China Proper and Manchuria, but that two possible 
methods of settlement of the question of through traffic on the Peiping- 
Mukden Railway had been discussed, the necessity of doing nothing 
which would prejudice the Chinese policy of non-recognition of the 
regime in Manchuria being constantly borne in mind. One of the al- 
ternative methods for conducting through railway traffic without prej- 
udice to the idea of non-recognition of the regime in Manchuria, Dr. 

"Not printed. 
* Chairman, Peiping Political Council.
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Wang said, was to give control of the traffic between Mukden and 
Peiping to some sort of travel agency. | 

I have the honor to state, as of incidental interest, that Mr. Y. Suma, 
Secretary of the Japanese Legation residing in Nanking, a few days 
ago informed an American newspaper representative that such a 
method of disposing of this problem would not meet with the approval 

of the Japanese Government. 
Mr. Peng made the interesting statement that he thought the Japa- 

nese would present a number of demands in the near future, both to 
the Nanking and Peiping authorities. 

In this relation, it may be observed that a number of rumors have 
reached this office to the effect that such demands have already been 
presented by the Japanese authorities, presumably representatives of 
the Kwantung Army, among them being the right to build a railway 
from Chengte, in Jehol, to Peiping; the right to build a railway from 
Kueihua, on the Peiping—Suiyuan Railway, to Taiyuanfu, capital of 
Shansi Province; the right of Japanese subjects to raise cotton in 
North China; the right of Japanese subjects to conduct mining opera- 
tions in northern Shansi, etc. It has been impossible to find any official 
basis for these rumors. 

Very respectfully yours, For the American Minister: 
Wittys R. Peck 

Counselor of Legation 

893.01 Manchuria/1113 

The Consul General at Mukden (Myers) to the Minister in China 
(Johnson) ® 

No. 925 Moxpen, May 10, 1934. 

Sir: I have the honor to enclose herewith a copy of Bulletin No. 17, 
dated May 3, 1934, issued by the Bureau of Information and Pub- 
licity, Department of Foreign Affairs, Hsinking, embodying the com- 
munications which were exchanged between Minister of Foreign 
Affairs, Mr. Hsieh Chieh-shih, and the Right Reverend Bishop A. 
Gaspais, Acting Apostolic Delegate to “Manchukuo”. 

The press reported that in connection with the official announcement 
| of the appointment of Bishop Gaspais as the temporary representative 

of the Catholic Church in “Manchukuo”, which was issued by the 
Catholic mission at Hsinking on April 20, the following statement 
was made: 

“Tt is a well-known fact that the Catholic Church, regardless of the 
country in which it preaches the Gospel, does not neglect the interests 

*Copy transmitted to the Department by the Consul General at Mukden in his 
unnumbered despatch of May 10; received June 9. 

* Not printed.
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and welfare of the people of that country. The Holy See remains 
always faithful to this tradition, by choosing representatives in order 
to negotiate with the constituted authorities in regard to all problems 
which concern the Catholic Church.” 

It may be added that the Japanese press did not fail to remark 
that the Bishop’s appointment was regarded as de facto recognition of 

the new state by the Holy See.” 
Respectfully yours, M. S. Myers 

894.8591/1 

The Secretary of State to the Sécretary of the Navy (Swanson) 

Wasuineton, May 11, 1934. 

' My Dear Mr. Secretary: I acknowledge the receipt of the Navy 
Department’s secret letter of April 27, 1934 ((SC) EF87), in which 
reference is made to the reported importation into Japan of large 
quantities of raw materials essential for belligerent purposes, and in 
which it is suggested that an indication of the possibility of hostilities 
being initiated would be a concentration of Japanese shipping in 
Japanese ports. The request is made that American consular officers 
be instructed to check and compare carefully all movements of Japa- 
nese vessels with the published schedules of their movements, in order 

to detect any marked deviation therefrom. 
The Department is most desirous of cooperating in every way prac- 

ticable with the Navy Department. It is, however, reluctant to issue 
a general instruction to consular officers in the sense of your request, 
for the reason that a systematic effort on the part of American consular 
officers in all parts of the world to follow the movement of Japanese 
vessels would inevitably become a matter of public knowledge and 
would tend to affect adversely the relations between the United States 
and Japan. It is believed that American naval attachés, who are of 
course stationed in all the principal maritime countries, would be in 
position to procure sufficient information to indicate whether a con- 

centration of Japanese vessels is being effected. 
The American Consul at Kobe, Japan, is under standing instruction 

to render a monthly report on Japanese shipping, and he has at various 
times reported on the distribution of Japanese vessels in various parts | 
of the world. He is now being directed to follow the matter as closely 
as possible and to report by telegraph if he should procure informa- 
tion tending to indicate any significant change in the distribution of 
Japanese vessels. 

Sincerely yours, | CorpveLt Huy 

A news despatch dated April 19 from Rome stated that this appointment was 
not meant to imply in any way a recognition of “Manchukuo” (893.0() P.R./81).



176 FOREIGN RELATIONS, 1934, VOLUME III 

793.94/6678 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, May 12, 1934—6 p. m. 
[Received May 12—6:48 a. m.| 

92. I am informed by my French colleague that about 10 days ago 
the French Foreign Office handed to Ambassador Sato a memorandum 
setting forth the French Government’s views on Japan’s China policy. 
The text or the substance of the memorandum has not been published 
here and my French colleague has not received the text but he tells 
me that it has caused embarrassment to the Japanese Government 
because it specifically calls attention to the stipulations of article 7 of 

the Nine-Power Treaty, with which the recent statements of Japanese 
policy would appear to conflict. My French colleague thinks that 
when the French newspapers containing the text of the memorandum 
arrive in Japan it will be published and will cause a reopening of 
the discussion of Japan’s policy. 

Repeated to Peiping by mail. 
| GREW 

793.94/6678 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuinerton, May 12, 1934—1 p. m. 

71. Your 92, May 12,6 p.m. The substantive portion of the French 
note, as reported in press despatches from Paris, is as follows: 

“It is with satisfaction that the French government notes the af- 
firmation thus given by the Japanese government of its fidelity not 
only to the general principles of international law but to the conven- 
tional statutes which now regulate the relations of China with the 
foreign powers. 

“From the last part of the note mentioned above, it appears that 
Japan cannot remain indifferent to interventions which might preju- 
dice the maintenance of order and justice in the Far East. 

“If such events should occur in China the French government be- 
lieves that the Imperial government would seeks, in concert with the 
other powers, to find a lawful solution in conformity with the principles 
which inspire the acts of Washington, and notably by application of 
the conciliatory procedure laid down in Article 7 of the treaty of 
February 6, 1922. It is in fact only in this framework and in this 
form, in the opinion of the French government, that an equitable and 
satisfactory solution of Chinese questions can be found.” 

The Embassy at Paris was informed by the Foreign Office that 
the French Government had delayed its note until action had been 
taken by the United States and Britain, for the reason that the
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French Government wished to be sure that any attitude that it might 
adopt would be in accord in so far as possible with the policies of 

the other two countries, whose interests in the issue raised by the 
Japanese were conceived to be greater than those of France. 

HoLu 

893.71 Manchuria/57 : Telegram 

The Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 14, 1934—4 p. m. 
[Received May 14—12:25 p. m.] 

| 247. Your instruction of April 24 concerning “Manchukuo” Ad- 
visory Committee received yesterday. This morning I learn from 
Haas that the meeting today is merely to select officers and that at 
the meeting scheduled Wednesday afternoon” it is contemplated 
that the chairman will make a proposal to following effect : 

(1) It will be recalled that “Manchukuo” is not a member of 
the Universal Postal Union; that the Advisory Committee’s report 
of June 8rd last, paragraph 2, covered preventive action in case of 
application by “Manchukuo” for admission to Postal Union; that by 
this the Advisory Committee certainly did not mean that the As- 
sembly resolution prohibited the forwarding of postal correspond- 
ence through Manchuria; that such practical steps as might be taken 
by the appropriate administrations of the states members of the 
League to enable the carrying on of such transit (under conditions 
in no sense implying de jure or de facto recognition of the existing 
regime in Manchuria) should not be regarded as inconsistent with 
that resolution. 

(2) The Advisory Committee is of opinion that: 

(a) “Manchukuo” cannot appeal to the provisions of the Universal 
Postal Union in regard to its relations with the postal administra- 
tions of the countries belonging to the Universal Postal Union. 

) The Assembly’s report and the Advisory Committee’s recom- 
mendation cannot be construed to preclude the competent technical 
administrations of members of the League from taking temporary 
measures which, not being based upon an international convention 
and not involving the conclusion of an international convention or 
the use of an organization created by an international convention, 
may seem to them advisable in order to permit the forwarding of 

_ postal correspondence through Manchuria. 
(c) If such measures involve the establishment of relations be- 

tween postal administrations of members of the League and the 
“Manchukuo” administration such relations should only be regarded 

™May 16.
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as between administrations for the proper conduct of technical serv- 
ices and not as relations between states or governments. Lest the 
technical nature of such relations lead to confusion it is particularly 
recommended that should the postal administration of states mem- 
bers of the League address correspondence to the “Manchukuo” postal 
administration such communications should contain once for all an 
explicit statement that they are not to be regarded as communica- 
tions between one government and another. 

Comment follows in my 248, May 14,5 p.m. 
Witson 

893.71 Manchuria/58 : Telegram 

The Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 14, 1934—5 p. m. 
[Received May 14—2:10 p. m.] 

248. 1. Reference to my 247, May 14, 4 p. m., Haas states that he 
has discussed proposal with the Chinese and he does not anticipate 
that they will raise objections thereto. I brought up informally the 
suggestion that arrangements might be made through the Interna- 
tional Postal Union and thence through the appropriate cooperation 
of the Japanese. Haas replied that he felt there would be more ap- 
pearance of recognition in dealing with “Manchukuo” through an 
international convention of which they were not members and against 
whose membership the Advisory Committee had pronounced than 
there would be in dealing through the technical organs of the various 
states directly with similar technical organs of “Manchukuo”. 

2. Iam inclined to think from the attitude of Haas and others with 
whom I have spoken that the draft proposal will encounter little 
opposition in the Committee. Therefore should I put forward the 
Department’s views we would find ourselves in opposition to the 
advice of the technical organs of the League and become the leader 
if not the sole supporter of an opposition. 

3. There would be clearly a certain risk of political consequences 
if we take such a stand and you may feel therefore that in the cir- 
cumstances it would be advisable to fall in with the view of the Com- 
mittee if it accords unanimous approval to the draft. If opposition 
develops to the draft proposal I shall, of course, bear in mind the 
Department’s preference and do whatever I may discreetly to see 
that it is adopted. 

Please instruct urgently. 

WILson
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$93.71 Manchuria/59 : Telegram 

The Minister in Switzerland (Wilson) to the Secretary of State 

| Geneva, May 14, 19384—7 p. m. 
[Received May 14—2: 15 p.m. | 

250. Supplementing my 247 and 248. After election of Moresco, 
Netherlands, as president, the Advisory Committee heard a statement 
from Eden * as to the motives which led to the British sending their 
letter of January 8 last (document C 102). The chairman invited 
comment and the representatives of France, Czechoslovakia,’ and 
Switzerland emphasized the entirely technical nature of this matter 
and the necessity for making recompense directly for services to the 
“Manchukuo” authorities. Moresco will offer a report at the next 
meeting on Wednesday afternoon. 

It became clearly evident that the entire Committee wishes to 
‘treat this matter as purely technical with no political significance. 
I could not have advanced the Department’s views without at once 
assuming a leadership of a thesis in opposition to that held by other 
members. I therefore felt it advisable to withhold comment awaiting 
replies to my 247 and 248. If you still feel it advisable I can take 
the matter up both informally and formally on Wednesday. 

WiLson 

761.94/748 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

No. 49 Moscow, May 14, 1934. 
[Received May 31.] 

Sir: I have the honor to report that, in the course of a long conversa- 
tion about other matters yesterday, I inquired of Litvinov with re- 

' gard to his negotiations for the sale of the Chinese Eastern Railway. 
He said that he had just personally taken the matter into his hands 
and had begun fresh discussions with the Japanese Government which, 
-he believed, would lead to a definite result. I asked him what effect 
this would have on the recognition of “Manchukuo”. He replied in 
almost the same words that he used when I asked him the same ques- 
tion on March 14, saying: “Our sale of the Railway to the Government 
of Manchukuo will constitute de facto recognition of the Manchukuo 
Government.” I then asked him if that would be followed by de jure 
recognition. He said that the matter had not yet come up; that the 

Japanese had never suggested that the Soviet Union should recognize 
“Manchukuo.” 

* Anthony Eden, British Under Secretary of State for Foreign Affairs.
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With regard to the Japanese announcement of policy toward China, 
he said that he believed that the object of the Japanese move was to 
prove to China that she could count on no real help from either the 

United States or Great Britain. He added that he believed that the 
Chinese would now be obliged to accept any demands which the Japa- 
nese Government might present and that he would not be surprised 
to see both Peiping and Tientsin occupied by Japanese troops during 
this summer. 

As a final comment, Litvinov said: “It is my impression, and I find 
the impression general in Europe, that the United States and Great 
Britain are engaged in tossing the ball of responsibility in the Far 
Kast back and forth between them, each one hoping that the other will 
take the lead. So long as that remains the case, the Japanese will be 
free to do what they want. It is still my belief that the only effective 
method of restraining the Japanese is to arrange at once joint action 
by all powers having interest in the Pacific.” , 

Respectfully yours, Wituiam OC. Buiuirr 

893.71 Manchuria/59: Telegram 

Lhe Secretary of State to the Minister in Switzerland (Wilson) 

Wasuineron, May 15, 1934—1 p. m. 

152. Your 250, May 14, 7 p. m., and previous. Department con- 
siders that course suggested in its mail instruction of April 24, 1934, 
is preferable to direct relations between interested postal administra- 
tions. We do not, however, consider it expedient to take a position 
of leadership or to raise an issue in this matter. The Department 
therefore desires that, unless opposition develops to the draft pro- 
posal (in which case you should bear in mind the Department’s in- 
struction of April 24), you offer no comment other than, if invited 
to comment, to state, in your discretion, that, provided the procedure 
outlined in paragraph (2) subsection (¢) of the proposal is ensured, 
your Government is not disposed to object. _ 

Huy 

893.71 Manchuria/60 : Telegram 

Lhe Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 16, 1934—6 p. m. 
[Received May 16—2:15 p. m.] 

253. Department’s 152, May 15, 1 p. m. 
1. At the meeting of the Advisory Committee on “Manchukuo” 

this afternoon the president circulated a draft project essentially
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the same as that outlined in my 247, May 14,4 p.m. The last sub- 
paragraph, however, differed slightly from subparagraph (c) and 
read as follows: 

“In the event of such measures involving the establishment of re- 
lations between postal administrations of states members of the 
League and the postal administration of ‘Manchukuo’, such relations 
should only be regarded as relations between one administration and 
another, for the sole purpose of insuring the proper conduct of techn1- 
cal service, and not as relations between one state and another or be- 
tween one government and another. Lest these technical relations 
lead to confusion, it is recommended that, should the postal adminis- 
trations of states members of the League address correspondence to 
the postal administration of ‘Manchukuo’, such communications 
should contain once for all an explicit statement that they are only 
to be regarded as communications between one administration and 
another, for the sole purpose of insuring the proper conduct of 
technical services, and that they do not imply that the Universal Postal 
Convention * is applicable.” 

2. In order to reenforce the draft in the sense of your instruction I 
offered as an amendment to insert the words “and not as communica- 
tions between one government and another” after the word “services” 
in the final sentence of the subparagraph above quoted. The amend- 
ment was accepted without objection and the draft project adopted. 
Final text by mail.® 

WILSON 

894.00/521 

The Ambassador in Japan (Grew) to the Consul at Geneva (Gilbert) * 

Toxyo, May 17, 1984. 

Dear Mr. Giteert: I acknowledge with thanks the receipt of your 
letter of April 5, together with a copy of your strictly confidential 
despatch No. 858 Political, dated March 28, 1934," which I have read 
with great interest. In answer to your letter and in compliance with 
the suggestion contained therein I shall endeavor to outline briefly the 
present political situation here with particular reference to the Japa- 

nese attitude towards international cooperation both at present and in 
relation to the basic Japanese policy of dominating East Asia. I 
enclose also a list of subjects,?° copies of our despatches on which have 
been sent to Berne. No doubt you have seen many, if not all, of these. 

* Signed at London, June 28, 1929. For text, see 46 Stat. 2523, or League of 
Nations Treaty Series, vol. cll, p. 245. 

* Not printed. 
* Copy transmitted to the Department by the Ambassador in Japan without 

covering despatch; received June 5, :
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In your letter you remark that “one gains the distinct impression 
that having achieved to such a large degree their objective in Man- 
churia, the Japanese are now endeavoring to effect an appeasement of 

_ the feeling against them in every direction possible.” ‘That is, in fact, 
the specific task which Hirota has set himself as Foreign Minister. 

Accordingly—to use the phrases current in the Japanese press—for the 
“desperate diplomacy” of Count Uchida * there has been substituted 
the “national defense by diplomacy” of Mr. Hirota. 

In promoting his policy of conciliation Hirota has shown force and 
ability. He came into office last September at a moment when the 
pendulum of public feeling was tending to resume the norm. Already 
Shiratori, the aggressive spokesman of the Foreign Office, had been 
forced out. The resignation of Count Uchida was in itself a blow to 
military influence. Within a few weeks commenced the momentous 
“Five Minister’s Conference” at which Hirota by confronting Araki 
with pure common sense is believed to have won his pledge not to 
interfere in matters of foreign policy. And then in January, Araki 

himself, the high priest of the military cult, found he could not redeem 
the pledges he had made to the army and resigned. Furthermore, 
through public utterances and in the Diet, the voice of public opinion 
revealed dismay at the size of the military budgets and an inclination 

: to blame the army for the unnecessary and dangerous state of agitation 
into which the nation as a whole had been led. Business men and 
capitalists wished to be free to reap the profits of the export boom. 
During all these months Hirota worked steadily, and I believe sin- — 
cerely, to create a friendly basis upon which to deal with China, Soviet 
Russia, Great Britain, and the United States. His hand was manifest 
in an immediate toning down of anti-foreignism in the press; it was 
revealed in the renewed efforts to solve the current problems between 
Japan and Soviet Russia one by one; and it was emphasized to me in 
conversations in which Hirota showed an eagerness to explore any 
possible avenue which would lead to an improvement in American- 
Japanese relations. Certain people considered him a genuine liberal 
and the strongest Foreign Minister since Komura and Kato. 

Nevertheless, many believe Hirota’s moderation to be one of man- 
ner and strategy rather than substance. Certainly no one could have 
come into office last year unless he was pledged to support Japan’s 
continental adventure and unless he profoundly believed in Japan’s 
“mission to preserve the peace of East Asia”. It is precisely here 
that we find a deep-rooted antithesis. The Japanese Government is 
at present struggling to escape from the dangers of international 
isolation and yet substantially every Japanese—in the Government 
and out—is determined that their nation must realize its long cher- 

** Japanese Minister for Foreign Affairs, July 1932-September 1933.
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ished ambition, hegemony over East Asia. It is for this reason that 
the Japanese Government finds it difficult to bid for the world’s 
friendship with anything more tangible than words. One cannot 
avoid the suspicion that at heart a great many here—we might even 
say a majority—view the treaties and international commitments to 
which Japan is a party as just so many obstacles in the path to Empire. 
Of course there are reasonable-minded elements, and the older states- 
men, Saionji, Makino, and others who influence the Throne, do not 
share these somewhat unscrupulous views without many reservations, 
but they are old men and we cannot count on their restraining influ- 
ence much longer. It is simply that the nation, with the goal in sight, 
is reluctant to admit that the period of consolidation, customary after 
each wave of Japanese expansion, is now in the best interests of the 
country. : 

It immediately comes to mind that this incompatibility between 
the desire of Hirota to win friends for Japan and the fundamental 
ambitions of the nation has already been illustrated by the justly 
famous “Amau Statement” of Japan’s policy towards foreign assist- 
ance to China. It has already proved a source of great embarrassment 
to Hirota’s policy of friendship on the one hand, and yet, on the 
other hand, no one, no government official even, has publicly denied 
that this statement represents the genuine policy of the Government. 
It happens, as a matter of fact, that the original Amau statement was 
an instruction to Japan’s diplomatic representatives abroad and that 
its public announcement did not have the approval of the Foreign 
Minister, but this circumstance is beside the point. Japan has re- 
vealed herself as firmly opposed—say what she may—to the objects 
and purposes of the Nine Power Treaty and the efforts of the League 
of Nations to extend international (and Occidental) assistance to 
China. In fact, I believe that it was largely the work of Rajchman 
and Monnet that worried the Foreign Office into issuing such instruc- 
tions for the guidance of its Minister in China and other representa- 
tives elsewhere. 

With Soviet Russia Japan is trying to keep the peace at present. 
Viewing the situation from Tokyo neither side has now any stomach 
for war nor are there indications in Japan or Manchuria of prepara- 
tions pointing to imminent warfare. For the time being at least we 
need only fear a frontier incident of unusual gravity. Although 
Hirota has taken up the Chinese Eastern Railway question, the yen- 
ruble exchange question, the fisheries dispute, and the boundary prob- 
lems one by one with an evidently genuine desire to remove them 
from the slate, progress has been very halting and bids fair to continue 
so. The rumors that the U. S. S. R. is contemplating joining the 
League have not aroused great attention here although such comments
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as have come to light interpret the step as prompted by considerations 
of national safety. Undoubtedly the Japanese realize that the 
League’s influence in the Far East would be strengthened by the 
entry of the Soviets, but the possibility seems too remote to have 
aroused any great degree of apprehension as yet. Incidentally the 
Soviet Ambassador recently told me that he had no reason to believe 
that Soviet Russia was about to join the League but that he did not 
know what might come about in future. 

So far as the question of a non-aggression pact between the 
U.S. S. R. and Japan is concerned, Hirota has stated that it is his 
policy first to remove the specific points of conflict between the two 
nations before taking up the question of a general pact. It is believed 
that a strong minority, notably the army, opposes such a pact and 
that to ignore this minority would court the risk of reversing the 
present trend towards a more normal national psychology. After 
these specific points of conflict have been removed, the minority would 
retain no valid reason for continuing their opposition. 

In concluding this letter I refer to the portion of your despatch 
outlining the position which Japan is taking at the present time in 
Geneva, namely, the wish to be represented on League bodies in return 
for Japanese cooperation, the alternative being withdrawal from all 
League treaties. Writing from Tokyo I should be inclined to ques- 
tion the value of Japanese cooperation in the first place (except in so- 
cial matters such as narcotic’s control) owing to the exclusive char- 
acter of Japanese ambitions in the Far East, and in the second place 
I should question whether withdrawal from all League treaties would 
create a situation entirely distasteful to the majority of the Japanese 
people. That the technical and political difficulties involved in 
securing acceptance of the Japanese reservation should be envisaged 
in Tokyo as providing plausible reasons for not withdrawing from 
the League next year, I am inclined to doubt. Japan has burnt her 
bridges behind her so far as the League is concerned. The Govern- 
ment has repeatedly indicated that Japan’s withdrawal from the 
League was necessitated by a fundamental divergence of views and, 
only two weeks ago, the Foreign Minister—the spearhead of the 
conciliatory forces now articulate—said publicly: 

“Our proposition having been rejected by the Powers, we were com- 
pelled to serve notice of withdrawal from the League of Nations, 
with which we had maintained close cooperation for so many years. 
However, that step was one which Japan perforce had to make in 
order that we might fulfill our mission and responsibilities in East 
Asia.” 

Any Japanese Government which attempted to retain Japan’s 
membership in the League would court the danger of denying Japan’s
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“mission and responsibilities in Kast Asia”—one of the terms in which 
the conviction of Japan’s “Manifest Destiny” is expressed. If, then, 
Japan’s secession from the League and League activities should be 
definitive, it would of course carry with it the inevitable corollary 
that Japan would be estopped from making use of the League as a 
medium for the manipulation of the balance of power. 

The arguments of the foregoing pages indicate the nature of the 
problem which confronts the present “Cabinet of Old Men”. The 
Saito Government is trying, so to speak, to keep the brakes on. Fur- 
thermore, having survived recent political crises with increasing diffi- 
culty, the Cabinet is racing against time. Wull the common sense of 
the nation reassert itself with sufficient celerity or will the Government 
succumb to death by attrition before the forces of moderation have 
gained the upper hand? At the present time it is only the liberal, 
super-party advisors to the Throne who are keeping the Government 
in power in the face of dissatisfaction in many quarters. Should they 
fail in the near future the succeeding Government would almost in- 
evitably be more reactionary. For the real good of the country they 
must hold on as long as possible. In any event, the mantle of govern- 

ment will not again fall on the generation which was at the helm 
when Japan rose to the position of a world power. We shall sooner 
or later be seriously concerned as to whether the new generation will 
acquit itself successfully of the gigantic task to which the nation seems 
committed because American and Japanese policy in the Far East 
will directly conflict—unless someone puts the helm over hard. 

I found your despatch extremely interesting and helpful. 
With kind personal regards, 

Yours very sincerely, JosePH C. GREW 

793.94/6689 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, May 18, 1934—4 p. m. 
[Received May 18—1: 20 p. m.] 

265. Simon made statement in reply to questions in the House of 
Commons this afternoon, official text of which will be available to- 
morrow when I shall telegraph again if I deem necessary either cor- 
recting or amplifying American press reports which I understand 
are full. Following is brief summary of what press is cabling tonight. 

Simon said he believed in friendship with Japan and recalled the 
principle of equal rights in China as guaranteed in the Nine-Power 
Treaty and Japan’s solemn assurance in this respect. Any doubt of 
Japanese good faith was, in his opinion, very unlikely to produce a
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friendly conclusion. “I think it is just as well that we should quite 
clearly understand it was not true that we or, as far as I know, any- 
body else had ever signed a treaty with China in which we had pledged 
ourselves to use all our forces to preserve the territorial integrity and 
political independence of China.” 

Replying to the opposition that Great Britain embark on a policy 
of economic sanctions in an effort to forestall any war, Simon replied 
“Economic sanctions cannot be applied without the risk of war and 
we cannot undertake any system of sanctions or effective actions of 
this type unless the United States cooperates.” 

While extensively praising the American aid to the League “which 
I hereby gratefully and publicly recognize” Simon said “The Com- 
mons must understand, however, the limitation under which the 
United States is likely to act.” He intimated that Great Britain is 
willing to participate in an international policy of sanctions in 
specific cases provided the United States as well as other nations 
interested formally agree; “Nevertheless it must be recognized that a 
policy of sanctions cannot be set up like a bottle of medicine for dosage 
when and where needed. It is a matter necessitating full review in 
each individual case and before action of any power of this nature all 

: interested must formally agree.” 
Simon reaffirmed at some length Great Britain’s desire to reach an 

agreement at Geneva on disarmament; said that Great Britain has 
already set the example for the reduction of armament and it is now 
up to the other nations to follow suit. 

Complete text by pouch.” : 
BiIncHAM 

793.94/6691 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

Lonpon, May 19, 1934—1 p. m. 
[Received May 19—11: 40 a. m.]| 

267. It seems advisable to amplify my 265, May 18, 4 p. m. and 
American press reports by quoting verbatim official text of that por- 
tion of Simon’s statement dealing with sanctions in which he referred 
to American cooperation. | 

“It is absolutely no use talking about economic pressure unless you 
make certain that it is going to be effective. So far as the principal 
countries of Kurope are concerned, you cannot, as a matter of fact, 
make a system effective unless the United States actively cooperate. 

* Not printed.
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We all in this country acknowledge with every possible gratitude the 
contributions which the United States is able to make towards the 
improvement of international affairs. The United States was in fact 
one of the principal authors of the Covenant, and it was a matter of 
great regret to the rest of us that when the time came the United 
States was not prepared to join the League. 

It is not a matter for us to reproach anybody with. It merely is to 
be observed as a fact. But notwithstanding that the United States 
have constantly made the most valuable contributions towards the work 
which the League of Nations is trying todo. Either by appointing an 
observer, or sometimes by nominating an ambassador at large, some- 
times through diplomatic channels, the Americans, although not mem- 
bers of rthel League, have joined in a great deal of the good work, and 
certainly I would be the very last not to recognize gratefully and pub- 
licly the service which America has done for the world. But realizing 
[really] there is no sort of good in our pretending not to observe the 
limitations within which the United States is likely to act. 
_I am going to give the House an illustration. The House may re- 
member that in the course of the discussions on the British draft con- 
vention at Geneva,”° we attempted to draft in the best possible form the 
articles in the convention to deal with security. We tried to put in 
articles what is called the consultative pact to provide that if there were 
anything of a threat of a breach of the Kellogg Pact,” there should be 
a consultation between signatories and that action should then be dis- 
cussed and decided upon, and we would endeaver to act together. I, 
myself, was responsible for the final form in which those articles were 
drafted. I might say that I drafted them with Mr. Stimson’s declara- 
tion before my eyes, because my object was to present, on behalf of the 
British Government, something which, as far as I could see, was exactly 
in the form most likely to secure American support. When the matter 
came to be discussed, the American representative, Mr. Norman Davis, 
made a very careful declaration,” and I should like to read a couple of 
sentences from the declaration in order that we may see for ourselves 
what it is foolish not to face—to estimate what is the measure of the 
promise of help in respect of such things as consultative pacts and 
action thereupon which we might hope to get from the great Republic 
on the other side of the ocean. This is what Mr. Norman Davis said: 

‘We are willing to consult with other states in case of a threat of [to] peace with 
a view to averting conflict. Further than that, in the event that the states in 
conference determine that a state has been guilty of a breach of the peace in viola- 
tion of its international obligations and take measures against the violator, then, 
if we concur in the judgment rendered as to the responsible and guilty party, we 
will refrain from any action tending to defeat such collective effort which the 
states may thus make to restore peace’. 

Nothing could be clearer than that. I certainly am not going to invite 
anybody to deny that it is valuable, but it is “[quite] absurd,to pretend 
that that declaration, solemnly made with the authority of the Ameri- 

For discussions at the General Disarmament Conference, see Foreign Rela- 
tions, 1933, vol. 1, pp. 1 ff. . 

* Treaty for the Renunciation of War signed at Paris, August 27, 1928, ibid., 
1928, vol. I, p. 153. 

See telegram No. 644, May 19, 1933, 11 p. m., from the Chairman of the 
American delegation, ibid,. 1938, vol. 1, p. 154. 

748408—50—VOL, 111——-18 °
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can Government at Geneva, encourages us to believe that America 
would take full part in economic sanctions. If I call attention to two 
passages in that declaration, I do hope that the House will believe that 
I do not do it with any desire to minimize the value of the declaration, 
but I do it for the purpose of clearness. In the first place, if all the 
conditions here are satisfied, what 1s it that the United States are good 
enough to say their Government would do? It is this, ‘we will refrain : 
from any action’—not ‘we will take any action’—‘tending to defeat 
such collective effort’. Whose collective effort? Nota collective effort 
in which the United States take part, but a collective effort of other 
people, ‘which the states’-—not the United States—‘may thus make to 
restore peace’. 
My honorable and learned friend the member for South Nottingham 

(Mr. Knight) has lately [just] said that it is a [valuable] declaration, 
and I would be the very last to say it is not because it means this: 
suppose there arose what I may perhaps call a flagrant case in which 
the American nation was deeply stirred and suppose that the states 
of Europe or the other states of the world had the means by which 
they could put some pressure upon what is here called ‘the violator’ 
and suppose we will insofar [went so far] as to do it, it 1s a very 
material thing to know that if such action commended itself to the 
United States we might be sure that the United States Government 
would do nothing whatever to encourage its own citizens or to defend 
them if they tried to break the ring. It is a very material thing, and 
corresponds in some degree with the situation which developed at one 
stage of the war. But it is a very different thing the [from] saying, 
‘here are economic sanctions waiting to be adopted if it were not 
for the pusillanimity of the British Government, and if only the 
critics in the House formed a government we would have economic 
sanctions before you could say “Jack Robinson.” ’ ” 

Following Simon, Baldwin ” pointed out that in his opinion limi- 
tation was probably the only practical form of disarmament in air, 
that it was difficult to see how sanctions could be avoided against a 
transgressor and “if we go in for the collective maintenance of 
peace, it is no good going in for it [first] unless we are prepared 
to fight in will and also in material. Nothing could be a worse guar- 
antee to the world or a more cruel deception of our own people 

than to say, we will guarantee peace by arms, but not be ready for 
information [z¢]. There is no doubt that if we are going to en- 
force a collective guarantee or collective sanction, it means we have 
to make this country a great deal stronger than she is today.” 
Baldwin then referred to his recent pronouncement on air policy 

(despatch No. 566, March 16 **) and stated that the required prelimi- 
nary work to strengthen the air force was being done so that no time 
should be lost if his pledge had to be implemented. 

, BINGHAM 

* Stanley A. Baldwin, British Lord President of the Council. 
* Not printed.
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893.01 Manchuria/1096 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, May 22, 1934—7 p. m. 
. Received May 22—8:02 a. m. 

97. The Consul General of Salvador today told the Belgian Ambas- 
sador that he had learned only on May 12 that his Government had 
recognized “Manchukuo” on March 3. It was not made clear how 
the recognition was originally extended or why it was not sooner 
given publicity, but it is announced in the Japanese press that the 
Consul General has now addressed a note to the Minister of “Man- 
chukuo” in Tokyo informing him of the fact of recognition. 

The Consul General has told the local correspondent of the Asso- 
ciated Press that he believes the step was taken by his Government 

with a view to trade considerations, especially to increasing the sale 
of Salvadorean coffee to Japan. He further showed to the corre- 
spondent his instructions which expressed the belief that the recog- 
nition of “Manchukuo” by Salvador might react unfavorably upon 
the relations between the United States and Salvador or the United 
States and Japan and directed him to endeavor to allay any ill feeling 
which might result. 
Repeated to Peiping by mail. 

GREW 

500.A15A5/159 

Memorandum by the Chief of the Division of Far Fastern Affairs 
(Hornbeck ) 

[Wasuineton,| May 24, 1984. 

Ovr DipLomatio Position, as or Topay, In THE Far East, Wirn Spe-_ 
cIAL REFERENCE To Nava CoNFERENCE AND NeEep ror Navan Con- 
STRUCTION 

1. There have occurred recently two things of particular importance 
with regard to our problems in relation to the Far East: 

(A) The disclosure, in consequence of the statement * by the spokes- 
man of the Japanese Foreign Office, of the contents of Japan’s instruc- 
tion to the Japanese Minister to China (which was also circulated by 
the Japanese Foreign Office to Japanese missions elsewhere) of which 
the concluding paragraph (of translation as furnished us by Mr. Saito) 
reads: 

_“d. From the points of view above stated we think our guiding prin- 
ciple should be generally to defeat foreign activities in China at present, 

> Unofficial Statement by the Japanese Foreign Office, April 17, 1934; known as 
the et Statentent”; for text, see Foreign Relations, Japan, 1931-1941, vol. 1, 

Dp. .
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not only those of a joint nature but those conducted individually, in 
view of the fact that China is still trying to tie Japan’s hands through 
using the influence of foreign Powers.” 

(B) The disclosure, by virtue (1) of evidence which we have directly 
from London which shows that the British Government has experi- 
enced some sudden change of mind,—if not of heart—with regard to 
the Naval Conference and (2) of evidence telegraphed us from Tokyo 
which suggests that the British are leaning heavily toward refusal on 
Great Britain’s part to oppose Japan’s demand, if and when, for naval 
parity,—disclosure of the fact that we cannot rely on Great Britain 
as a diplomatic ally in support of our view and position that there 
should not be granted by agreement revision in Japan’s favor of the 
existing naval ratios. 

2. We should welcome these developments. They do not alter the 
situation in the Far East or the problems which confront us there. 
They do make it clearer to us and easier for us to make clear to others 
just what that situation and those problems are. The clarification 
should facilitate our efforts to chart the course which the United States 
should follow and to devise methods and create (or seek to obtain) 
agencies and instruments for dealing adequately with the problems 
which are ours. 

It is of advantage to us to know, on the authority not of a statement 
or statements by individual Japanese but of a definite instruction of 
the Japanese Government to its diplomatic representatives that, “From 
the points of view above stated we think our guiding principle should 
be generally to defeat foreign activities in China at present, not only 
those of a joint nature but those conducted individually, in view of the 
fact that China is still trying to tie Japan’s hands through using the 
influence of foreign Powers.” 

_ Itisof advantage to us to know, from the evidence of statements made 
not once but on several occasions and in several ways by the British 
Secretary for Foreign Affairs and of statements made by high British 
officials in London and in the Far East and of statements by influential 
British leaders not in office, that Great Britain cannot be counted on to 
make with us a united front of opposition to Japan and may on the 
contrary be expected to endeavor to make compromises with Japan 
both in reference to China and in reference to naval matters. (Note: 
It may be assumed that the British hope and expect that we will play 
the role of defensive full back in these connections. ) 

3. The British feel—and rightly—that they cannot rely on us for 
maintenance of a united front when and where the problem presented 
in the Far East calls or may call—as they see it—for “positive action”. 
They are not willing to take a position wherein they may be exposed 
and find us leaving them in the lurch. We are not willing ‘to make 
commitments to them. Such being the case, it is just as well for us to
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divest ourselves of hope that they will take an advanced position before 
and until we shall have taken it and shown ourselves irrevocably com- 
mitted to it. When we shall have done that, we may expect that they 
will in some cases come along side and in other cases not. In some 
matters we and they have a common interest; In many matters our 
interests and theirs are not common. In relation to some matters we 
and they have a common psychology; in relation to many matters 
our reactions and our thoughts are not the same. They have certain 
perplexities and solicitudes in world politics which are not ours. We 
have certain theories and ideals which are not theirs. In those con- 
nections where there is not community of interest and of concern, it is 
futile for anyone to expect that they and we will see alike, think alike 
and act alike—or in common. 

4. This country is blessed with comparative remoteness from the 
storm centers in world politics. We have no strong and/or hostile 
near neighbors. We have within our continental boundaries, within 

a single united and unified area, unparalleled natural resources, a 
stimulating climate, and a population of 125,000,000 persons possessed 
of comparatively rugged and dynamic physical and mental qualities. — 
We are in better position than is any other nation to live according to 
our own conceptions of what is right and desirable. We should make 
it our determination that we will in the field of foreign relations as 
well as in that of internal affairs take those positions which we deem 
to be right and practicable—due consideration being given to the 
rights and interests and views of other nations—hoping for but not 
expecting or relying upon support of other countries. 

5. To facilitate our doing this, we need to be free to make our own 
decisions and to pursue our own courses with regard to such questions 
in the political field as are vital. Among those questions or problems 
is that of national security. Unless and until there prevails definitely 
and obviously among all the major powers a conclusive will to peace, 
a devotion comparable to ours to the principles and promises embodied 
in such instruments as the Pact of Paris,” we should be sole judge of 
the size and the character of the equipment which we need to ensure 
this country against successful military assault from without upon 
our territories or our interests. If we wish, further, to ensure due 
respect for our views and procedure in the councils of the family of 
nations; if we wish to be assured that other nations will live up to 
the provisions of agreements into which they have entered with us, 
we need to be free to expand, at any time and in such manner as we 
may deem fit, that equipment. Therefore, the world being what it is, 
it would be well for us to acquire and preserve freedom of action in 
regard to naval construction. 

* Foreign Relations, 1928, vol. 1, p. 153.



192 FOREIGN RELATIONS, 1934, VOLUME III 

6. There are in the Far East three oriental powers: Japan, Russia 
and China. There are possessed in important measure of territory in 
eastern Asia and the western Pacific three occidental powers: Great 

Britain, France and the Netherlands. 
There are, however, in and on the Pacific Ocean, facing and faced 

by each other on that ocean, two great powers, and only two; the 
United States and Japan. Of these two powers, both have unusual 
rights and obligations—by agreements to which both (along with 
other powers) are parties—in and with regard to another country, 
China. That third country, China, is located on the western side of 
the Pacific Ocean. Between it and us, in the Pacific Ocean, and not 
very far from us, as distances go today, lie Japan and Japan’s insular 

possessions. 

7. With regard to many matters, the concepts and the methods of 
the Japanese people and those of the American people differ; with 
regard to some, they are in definite and obvious conflict. For example, 

the American people have throughout their history shown a tendency 
to exalt the authority of international law, of treaties, of formal 
international agreements, and to deprecate and discourage possession 

and use of military force (Note: We have fought a great deal, and 
we will fight; but in principle we are opposed to fighting). The 
Japanese people have had until recently no familiarity with inter- 
national law or treaties or international agreements; they have shown 
themselves in late years a little disposed to regard such as of high 
authority; and they have always placed high value upon possession 
of military weapons and processes of direct display and use of force. 

8. Almost all of the other nations have felt during recent years that 
Japan’s policies and methods are a menace to the public peace and 
the public welfare. The majority of the nations have given expression 
in one way or another to this feeling. In connection with develop- 
ments in Manchuria, the United States and the League of Nations 

made definite objection in the form of diplomatic remonstrances and 
pronouncements, to the course which Japan was pursuing. It seems 
clear, however, that the people of the United States manifested deeper 
and more widespread concern than did those of any other country. 

Whatever may be our strategy and tactics, it is a fact that, after China 
and Russia, this country has more reason than has any other for 
apprehension with regard to the use which Japan may make of the 
military equipment which that country possesses or acquires. The 
Japanese army is a menace to Russia and to China. The Japanese 

army and navy are a menace to China. The Japanese navy is a menace 
to us. Great Britain, France and the Netherlands have reason to 
fear that Japan may impair their interests or drive them from the 
Far East. They have little reason to fear an assault by the Japanese 

upon their home territories, They are powers in but not powers on
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the Pacific Ocean. We are a power both in and on that ocean. The 
political responsibilities and political concepts of the others differ less 
from and are less in conflict with those of Japan than are ours. We 
slave more reason than have the others to be apprehensive with regard 
to the ultimate use which the Japanese may make of their naval force. 
‘The question of Japanese comparative naval strength is therefore of 
more direct and vital concern to us than to any other of the powers. 

9. The maximum of insurance which we can take out against injury 
to ourselves by and from Japan lies along the line of naval construc- | 
tion. The Japanese speak and understand the language of force. 
Whether we wish to insist upon our views or to safeguard ourselves as 
far as possible against an attack by Japan, the soundest course for us 
hes on the line of possessing naval strength such that the Japanese will 
not dare to take the risk of resort to force against us. 

10. In a sense the British may be regarded as being in the act of 
“letting us down”. In another sense the course which they are pursu- 
ing simply forces us to do what we ought in any case to do. 
We should refuse to become parties to any agreement whereby the 

existing naval ratio is revised in Japan’s favor. We should be glad to 
be released, if it so happens, from our commitment to the existing 
naval ratio. There rests upon us no obligation to convene the Naval 

Conference. So far as any country is under that obligation, Great 
Britain’s responsibility is greater than is ours. We should welcome 
non-convening of the Conference. We should welcome lapsing of the 
existing agreements. 

The most effective step that can be taken by the present Administra- 
tion in this country toward making our position in relation to Far 
Kastern questions what it should be lies in the direction of bending 
this country’s energy toward the building up of a definitely “superior” 
U.S. Navy. The Administration should do everything that it can in 
that direction during its present term. If it can carry that program 
sufficiently far before November 1936, it may expect to be able during 
its next term to devote its energies, with some prospect of making 
reasonable progress, toward the development of “peace machinery.” 

S[ranuey| K. H[ornpecx | 

893.7793 Manchuria/2: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrerne, May 24, 1934—noon. 
[Received May 24—5: 40 a. m.] 

223. Following telegram has been received from Peck. 

“May 23,5 p.m. A report is current in Nanking that the Chinese 
Government has definitely decided to authorize resumption of through
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railway traffic with Manchuria in the guise of a purely economic under- 
taking under. the control of an “international travel agency” to be 
organized by Chinese banks and to permit resumption of post office 
relations with Manchuria in a way which will not involve the Japanese 

: or Chinese Governments and will be in accordance with the League” 
resolution. Suma today expressed to me belief in the general accuracy 
of this report and said that the decision was reached at the Executive 
Yuan meeting on May 22.” 

J OHNSON 

893.01 Manchuria/1114 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 9 San Sarvapor, May 24, 1934. 
[Received June 9. ] 

Sir: I have the honor to report that in reply to a notification on the 
part of the Emperor of Manchukuo that he had assumed the throne 

of that country on March 1, 1934, the Government of El Salvador 
sent a communication in reply dated March 8rd granting its recogni- 
tion to that Government. 

The Salvadoran Minister of Foreign Affairs on May 21st in an in- 
terview to the local press explained that this recognition had been 
conceded in a spirit of international friendship and fraternity because 
the Government of Manchukuo had become firmly established and 
that it was filling all the requirements of international law for recog- 
nition. 

The San Salvador press later published news despatches alleged to 
have come from Geneva stating that the League of Nations was con- 
sidering the expulsion of El Salvador from membership in that organi- 
zation because of its action in recognizing the administration of Em- 
peror Pu-Yi. While the Salvadoran Foreign Minister stated that 
this rumor was unfounded, he said that El Salvador had acted within 
its rights as a sovereign nation and in the interests of better relations 
among the peoples of the world. 

Several of the local dailies took advantage of the alleged intention 
of the League of Nations to expel El Salvador, to strongly criticize 
it as a useless and ineffective body and recommended that this country 
withdraw from membership on the ground that it was expending 
money for an unnecessary luxury which might involve El Salvador in 
international difficulties. 

This Republic is apparently the first Latin American State to recog- 
nize the new Manchurian Government. I might remark confidentially 
that this hasty action was undoubtedly prompted in some degree by 
the fact that the present administration had been deprived of recogni-
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tion for a long period of time by the other Central American countries 
and the United States. 

Respectfully yours, FRANK P. Corrigan 

893.01 Manchuria/1102: Telegram (part air) * 

The Consul at Geneva (Gilbert) to the Secretary of State 

Geneva, May 25, 1934—2 p. m. 
[Received May 26—8: 55 a. m. | 

95. Japanese Consul General here informs me that he has received 
official notification from his Government of Salvador’s recognition | 
of “Manchukuo”. He states that he understands that thus far this is 
the only act of any Government which Tokyo construes as constituting 
formal recognition (Consulate’s 858 Political, March 28,?’ page 5). 

It may be noted incidentally that Salvador was not represented in 
the extraordinary Assembly which on February 24, 1933, voted on 

the nonrecognition recommendations, 
GILBERT 

893.01 Manchuria/1128 

The Counselor of Legation in China (Peck) to the Secretary of State 

. Nanxinea, May 28, 1934. 
[Received July 3.] 

Sir: I have the honor to recall that on March 1, 1934, Henry Pu 
Yi was constituted so-called Emperor of “Manchoutikuo”. 

There was a great deal of pressure exerted by various individuals 
in the National Government and in China generally to induce the 
National Government to take some action in connection with this 
event which would prevent any increase in the stability of the newly 
organized regime in Manchuria following from the creation of an 
“Kmperor”. It was feared by some Chinese politicians that unless 
the National Government took some additional action, it might be 
regarded as giving tacit recognition to the “Emperor”. The idea 
seems to have been seriously broached of sending a military expedi- 
tion against Manchuria, on the ground that Henry Pu Yi’s assump- 
tion of office was an especially flagrant traitorous act. However, 
there were counter charges that this proposal was made with full 
knowledge on the part of the originators that it would be folly to 
attempt to punish “Manchukuo” since this would amount to waging 
war against Japan, and that the proposal was not honestly made, 

"Not printed.
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but was merely a device to embarrass the Chiang Kai-shek—-Wang 
Ching-wei regime. 

In spite of these considerations, the National Government found 
it advisable to issue a circular statement on March 11, 1934, recount- 
ing the diplomatic and military measures taken to resist Japanese 
encroachments and repudiating any significance which might be at- 
tached to the inauguration of the so-called “Emperor”. On the same 
day, March 11, 1934, the National Government, in recognition of the 
demand referred to above that a punitive expedition be launched 
against “Manchukuo”, issued an order to those government organs 
directly subordinate to the National Government, directing that those 
Chinese traitors who supported the bogus organization be “forcibly 
dealt with and severely punished according to the Law Governing 
Emergency Punishment of Crimes Endangering the State and the 
Regulations Governing Punishment of Robbers and Bandits”. 

There are enclosed herewith a copy of the National Government’s 
circular of March 11, 1934, and a copy of the National Government’s 
instruction of March 11, 1934, with translations thereof made in this 
office.?8 

Respectfully yours, Wittys R. Peck 

798.94/6647 CO 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Counselor of Embassy in Great Britain (Atherton) 

Wasutneron, May 29, 1934. 

My Dear Ray: Referring to the memorandum of your conversa- 
tion on April 24 with Sir Victor Wellesley, copies of which were for- 
warded under cover of your letter of that date to me,2° I note the 
statement in the last paragraph that “private interested opinion 
has never fully understood the exchange of notes effected between the 
United States Secretary of State and Mr. Hirota at the time Ambassa- 
dor Saito took office. Also why, if since an exchange of notes was 
to be made, England was not privately advised beforehand. Also 
certain opinion here professes to find the wheat and cotton loan of 
the United States to China violates the Consortium Agreement of 
1920.” 

1. With regard to the exchange of messages between the Secretary 
of State and Mr. Hirota, the facts—so far as we know them—are 
as follows: 

On February 21, Mr. Saito, who had a few days previously pre- 
sented his letter of credence, called on the Secretary and left with him 

** None printed. ; 
” Not printed; see telegram No. 196, April 24, 8 p. m., from the Ambassador 

in Great Britain, p. 131.
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a statement bearing the legend, “Informal and personal Message from 
Mr. Hirota, Minister for Foreign Affairs, as Telegraphed to Mr. 
Saito, the Japanese Ambassador.” The Secretary, having received | 
this statement, felt, in accordance with usual practice and procedure, 
called upon to makea reply. This reply was, on March 3, 1934, handed 
by the Secretary to Mr. Saito. The question of publication of the 
notes was not raised until some time later, when Mr. Saito, referring 
to a conversation at Tokyo between Mr. Grew and Mr. Hirota, en- ~ 
deavored to make an (imaginary) American proposal for publication 
the basis for an agreement to proceed with publication. It is clear 
from the record, however, that the first move toward publication of 
the notes, as well as toward initiation of the correspondence, came 
from the Japanese. | 

So far as the Secretary of State, the Department and the American 
Government were concerned, they took no initiative in the matter. 
There was presented to them a communication from the Minister for 
Foreign Affairs of a foreign government, and the natural course of 
action was that reply should be made. The exchange of notes repre- 
sented no new démarche on the part of the American Government. If 
anyone should have informed the British Government beforehand, it 
would seem fogical that Japan, as the initiator, should have given that 
information. 

If an opportune occasion should arise, we would have no objection 
to your informing the British Foreign Office, in strict confidence, in 
regard to the facts of the matter as set forth above. 

2. With regard to the American wheat and cotton credit to China, 
[ think that you are aware of the fact that the principal purpose of 
the American Government in granting this credit was to aid the do- 
mestic price situation and to remove from the American market sur- 
plus stocks of cotton, wheat and flour. With regard to the question 
whether the extension of that credit is in conflict with the provisions 
of the Consortium Agreement of 1920, attention is invited to the text 
of the Agreement, Section 2 thereof, which reads in part as follows: 

“This Agreement relates to existing and future loan agreements 
which involve the issue for subscription by the public of loans to the 
Chinese Government.” 

The cotton and wheat credit was not in fact a “loan” to China nor 
did it involve “subscription by the public”. It is our understanding 
that representatives of the various national banking groups that are 
members of the China Consortium have expressed views indicating 

that they do not regard this transaction as being in conflict with the 
provisions of the Agreement. 

It is of course true that in concluding the Consortium Agreement 
of 1920 the interested banking groups (American, British, French and
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Japanese) were assured of the full support of their respective gov- 
ernments and that they did not contemplate encountering competi- 
tion from the concerned governments in the granting of loans to 
China. Weare aware of the fact that it has been contended by Japan, 
and by others, especially British officials, that the cotton and wheat 
credit violates the spirit, if not the letter, of the Consortium Agree- 
ment. 

We do not desire that the Embassy take an initiative in the matter 
of discussing with British officials the question of the cotton and wheat 
credit. If, however, this question should be presented to the Em- 
bassy, the Department would have no objection to the Embassy point- 
ing out tactfully and orally the points mentioned in the first para- 
graph of section 2 of this letter. _ 

Sincerely yours, Srantey K. Hornpeck | 

793.94/6710 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 

of State 

Lonpon, May 31, 1934—6 p. m. 
[Received May 31—2:40p.m.] 

293. While I feel due consideration should be given to Simon’s state- 
ment set forth in your 213, May 27 [25], 7 p. m.® (textually reported 
in the Embassy’s despatch No. 722 of May 23 *‘) I do not feel the sum 
total of all other pro-Japanese statements should be added together 
and taken as an indication of a new fixed policy towards Japan. Eng- 
land’s policy is in the making and its determination will in the first 
instance be timed by the results of the present Geneva deliberations 
on the European situation. When the European situation clarifies the 
Cabinet can more frankly face the Far Eastern situation. For the 
rest, England’s policy vis-a-vis Japan is influenced by two schools of 
thought, equally important: (one) seeking cooperation with the United 
States; and the other which considers that in 1921 Great Britain had 
elected to forego the advantages of a Japanese alliance in the hope of 
pursuing a joint policy with the United States, but that this expecta- 
tion had been disappointed by the insistence of the United States upon 
disassociating itself from even the appearance of joint action during 
the years 1925 to 1980 when British interests were singled out for 
attack by Chinese nationalism; although we were later willing to 

*° Not printed ; it repeated telegram No. 98, May 23, 3 p. m., from the Ambassador 
in Japan, which referred to Sir John Simon’s statement in Parliament and re- 
ported certain alleged pro-Japanese remarks of British officials (793.94/6701). 

** Not printed; see telegram No. 265, May 18, 4 p. m., from the Ambassador in 
Great Britain, p. 185.
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seek British cooperation in defense of the Manchurian thesis with 
which the American Government had more particularly identified 
itself. | | | 

In my opinion since England today has not clarified her opinion with 
regard to Japan but nevertheless on her own initiative has sought 
these preliminary naval conversations and has informally expressed a 
hope that no attempt be made to open the Japanese issue before the 

forthcoming naval conversations, I have let Mr. Davis ** know that I 
consider any attempt to raise the Far Eastern problem before he 
reaches London might be prejudicial to the very objective we seek. 
I venture to repeat what I have said in former telegrams that at this 
moment we can well afford to wait and let the British carry the initia- 
tive further in these preliminary conferences which they have sought. 

Repeated to Mr. Davis. 

BincHamM 

798.94/6748 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, June 8, 1934. 
[Received July 3.] 

Sir: I have the honor to enclose herewith a memorandum *® of a 
conversation held by me with Mr. Ariyoshi, the Japanese Minister. 

The Department will note that in the course of a general conversa- 
tion I casually introduced the matter of through railway traffic and 
postal arrangements with Manchuria and that the tenor of the Minis- 
ter’s observations was that these matters were merely a part of the 
armistice agreement of May 30 [37], 1933, and should be attended to by 
the military authorities of Japan and China. He expressed the opinion 
that they were no concern of the two Governments and bore no relation 
to the question of recognition of “Manchukuo”. 

Respectfully yours, Wittys R. Peck 

893.01 Manchuria/1127 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

No. 825 Toxyo, June 12, 1934. 
[ Received July 2. ] 

Sir: With reference to.the Department’s instruction No. 38, March 
26, noon, I have the honor to inform the Department that at the time 

* Norman Davis, American representative to the preliminary naval conver- 
sations at London in June. 

® Not printed.
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of the rumors that the Emperor of “Manchoutikuo” would visit Tokyo 
in the coming autumn, several of my colleagues consulted their respec- 
tive governments in order to ascertain the attitude which they should 
assume in the event of such a visit. I now learn that the Belgian 
Ambassador and the Dutch Minister have recently received substan- 
tially identical instructions to the effect that if invited by the Emperor 
of Japan to a reception or other function in honor of the Emperor of 
“Manchoutikuo” they should accept and attend such function because 
issued by the Emperor, but that they should decline to attend func- 
tions given by any other officials including the Minister for Foreign 
Affairs. They were also directed to avoid any action or attitude 
which might be interpreted as implying an intention on the part of 
their respective Governments to recognize “Manchukuo”. 
According to press reports it is now unlikely that this projected 

visit will take place before next spring. In accordance with the De- 
partment’s instructions the Embassy will not fail to consult the De- 

partment before such a situation develops. 
Respectfully yours, JosePH C. Grew 

893.01 Manchuria/11381 

The Ambassador in Poland (Cudahy) to the Secretary of State 

No. 325 Wazsaw, June 28, 1984. 
| [ Received July 16. ] 

Sir: With reference to my despatch No. 214, March 16, 1934,5* and 
to informal comment thereon under date of June 12, 1934,®° I have the 
honor to report that a member of my staff was yesterday informed by 
Mr. Antoni Jazdzewski, Chief of the Far Eastern Section of the 
Ministry of Foreign Affairs, that the Polish Government has no in- 
tention of recognizing “Manchukuo” and that the matter has not even 
come before the Ministry for consideration in the six months that he 
has there been on duty. Mr. Jazdzewski was Counselor of the Polish 
Legation at Tokyo when he was called to the Foreign Office in Warsaw 
to assume direction of the Far Eastern Section. He reported for duty 
in December last. 

Mr. Jazdzewski stated that although the Polish Government is well 
aware that Japan would like to have it accord recognition to “Man- 
chukuo”, it has no intention of doing so for the following reasons: 
“first, because we have no important interests in that territory, and 

secondly, because we could not be the first to extend recognition”. 

** Not printed. 
Not found in Department files.
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Asked what the attitude of the Polish Government would be if it were 
approached in the premises after “Manchukuo” had been recognized by 
at least one Power, Mr. Jazdzewski said that it would take the posi- 
tion that, as a member of the League of Nations, it could not accord 
recognition as long as the League’s attitude toward “Manchukuo” re- 

mains what, it is at present. 
Mr. Jazdzewski said that he could shed some light on the report that 

was in circulation last spring (i. e., the report which is the subject 
of my despatch No. 214, March 16, 1934) to the effect that Mr. Michat 
Moéscicki, Polish Minister to Japan, had stated that he believed that 
the Polish Government would accord recognition to “Manchukuo”. 
He said that Mr. MoScicki had been approached in the railway station 
at Harbin by a Japanese journalist who solicited an interview. Mr. 
Moscicki declined the request, said Mr. Jazdzewski, but nevertheless 
the journalist wrote a story of an entirely fictitious interview with the 
Minister, and in it ascribed to the latter the statement with regard to 
recognition that was brought to the attention of the Department in my 
despatch under reference. : 

Mr. Jazdzewski does not believe that war threatens between Japan 

and the U.S. S. R. He added that he would even go so far as to say 
that war between the two Powers within the next year or two is im- 
probable. Neither Government is prepared for it, or desires it, he 
said. The Japanese forces in “Manchukuo” have all that they can do 
to consolidate their position and to administer the area. They desire 
to have no new obligations imposed on them. As is well known, he 
remarked, Soviet Russia earnestly desires peace so that its internal de- 
velopment will not be interrupted. ° 

Respectfully yours, JOHN CuDAHY 

894.8591/2 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, June 29, 1934—11 a. m. 

[Received June 29—12: 36 a. m. | 

137. Department’s instruction No. 517, May 11, 1934.°° Kobe reports 

that since March of this year there has been a concentration of more 
than 400,000 gross tons of Japanese shipping in home waters largely 
taken from deep-water runs but this is for the most part a normal 
seasonal trend due to transportation of lumber from the northern 
islands, carrying supplies to the fishing fleets, et cetera. The new 

large and fast motor freighters are still on deep-sea runs. 
GREW 

% Not printed, but see letter of May 11 to the Secretary of the Navy, p. 175.
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893.71 Manchuria/65 

The Secretary of State to the Postmaster General (Farley) 

WASHINGTON, June 29, 1934. 

My Dear Mr. Postmaster Generat: There is enclosed a copy of 

the recommendations adopted on May 16, 1934,°7 by the Advisory 

Committee on the Far Eastern situation of the League of Nations with 
regard to a question raised by the British Government affecting postal 

traffic in transit through Manchuria. The Advisory Committee has 
expressed confidence that this Government will be prepared to comply 
with the recommendations, and it has requested that the American 
Government inform the Secretary-General of the League of Nations 

of its decision in the matter. 
This Department understands from informal discussions between 

officers of this Department and the Post Office Department that mail 
matter originating in the United States and destined for Manchuria 
and mail matter originating in Manchuria and destined for the United 
States passes through Japan; that payment of balances is effected 
through Japan; that no question of payment by the American postal 
authorities to the “Manchukuo” postal authorities for transit charges 
has arisen, for the reason that no mail originating in the United States 
is sent in transit through Manchuria; and that no occasion has arisen 
for direct relations between the postal authorities of the United States 
and “Manchykuo”. 

If the foregoing understanding is correct, this Department would 
be disposed to inform the Secretary-General of the League of Nations 
that no occasion has arisen for direct relations between the postal 
authorities of the United States and “Manchukuo”; that the Ameri- 
can Government does not anticipate that occasion will arise for the 
American Postal Administration to enter into relations with that of 

“Manchukuo”; and that, if any action affecting Manchuria becomes 
necessary for the maintenance of adequate postal services, the Amer1- 
can Postal Administration would be prepared to conform such action 
to the recommendations of the Advisory Committee. 

I should be pleased to be informed whether the foregoing statements 
represent the views of the Post Office Department and to receive such 
further comment as you may care to make with respect to the Advisory 

Committee’s recommendations. 
Sincerely yours, For the Secretary of State: 

Wirwiam PHiniies 
Under Secretary 

* Not printed. .
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793.94/6745 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 30, 1934—1 p. m. 
[Received June 30—9:15 a. m.] 

283. Agreement for the institution on July 1st of through traffic 
on the Peiping—~Mukden Railway was announced June 28 by Chinese 
and Japanese. The agreement provides for the despatch of one 
through passenger train daily from either terminal under the manage- 
ment of a Sino-Japanese concern for the Oriental Travel Service with 
headquarters at Shanhaikwan. 

No strong adverse Chinese reaction to the announcements has ap- 
peared as yet. Announcement of the agreement, which was appar- 
ently arrived at some time ago, was delayed, it is believed, until the 
officials of the central government responsible for it felt confident that 
no serious opposition would accompany it. It is expected that an- 
nouncements of agreements with regard to restoration of postal fa- 
cilities, establishment of customshouses and other pending problems 
will be made hereafter at moments which are regarded as propitious 
by all concerned. 

J OHNSON 

CHAPTER ITI: JULY 1-"SEPTEMBER 30, 1934 

Unlikelihood of Soviet-Japanese war during 1934; Minister Johnson’s 
report on China, July 11; American reply to the League of Nations with 
regard to postal traffic in transit through Manchuria, July 19; report on 
construction of fast Japanese merchant fleet, August 14; Japanese aims 
in North China; renewed tenseness in Soviet-Japanese relations over 
Manchuria, August 23; establishment of Chinese customs posts along 
southern “Manchoukuo” border, September 10; Minister Johnson’s 
review of changing Japanese policy toward China, September 14; Soviet- 
Japanese agreement on purchase by “Manchoukuo” of Chinese Eastern - 
Railway, September 25 

793.94/6746 : Telegram 

The Consul at Tientsin (Aicheson) to the Secretary of State 

Tientsin, July 2, 1934—10 a. m. 
: [Received July 2—2:45 a. m.] 

Following message has been sent to Legation, July 2, 9 a. m.: 

“1. Through rail traffic Peiping-Mukden resumed yesterday as 
scheduled. Bomb exploded in a third-class coach of first northbound 
express at point just north of Tangku killing several Chinese but first 
through train from Mukden arrived this morning without untoward 
incident and went on to Peiping. 

2. Shortly expected further steps in tacit recognition that non- 
Chinese regime of some permanence exists in Manchuria are effectua- 

748408—50—VOL. 111-19
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tion of arrangement for postal relations described in my despatch of 
June 25 %* and establishment now definitely planned of five additional 
Chinese customs stations along the Great Wall mentioned in my 
despatch June 29 ** as reported under contemplation. While agree- 
ment as to postal arrangement is reliably stated to have been reached 
date of inspection has not been determined. According to authentic 
information the new customshouses will be set up within 3 weeks 
under supervision Chinese Commissioner stationed at Peiping who 
has already arrived in that city for the purpose of organization.” 

ATCHESON 

761.94/765 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 880 Toxyo, July 2, 1934. 
[Received July 23.] 

Sir: During the past year the Embassy has fortnightly reported 
the progress of events in the relations between Japan and the Soviet 
Union in an effort to keep the Department currently apprised of the 

: development of such controversies as those involving the Chinese 
Eastern Railway, incidents on the Soviet—“Manchukuo” border, the 
fisheries in Soviet territorial waters, and the yen-ruble exchange rate. 
All of these questions have defied settlement up to the present, have 
given rise at one time or another to complications of a provocative, 
occasionally bitter nature, and have tended to obscure the underlying 
causes of conflict between the two dynamic powers of the Far East. 
It is not the object of this despatch to discuss these basic factors, but 
rather to interpret their imprint on the general situation and to 
appraise once more the possibility of a second Russo-Japanese war. 
Such was the purpose of my confidential despatch No. 670 of Febru- 
ary 8, 1934, supplementing my confidential letter of October 6, 1933, 
to the Under Secretary of State. 

In discussing the likelihood of a conflict I have previously adduced 
three potential incentives, namely: (1) the collective force of con- 
tinual irritating incidents, or even some individual incident; (2) the 
increasing menace of the spread of communism southward from Outer 
Mongolia along the western boundary of “Manchukuo”, and the aver- 
sion to and apprehension of communism which exists in Japan; and 
(3) the possibility that Japan recognizes in Soviet Russia a permanent 
obstruction to Japanese plans or ambitions for eventual further po- 
litical expansion and is determined that this obstruction must be re- 
moved at the most advantageous moment. It will be noted that these 

* Not printed. 
° Ante, p. 38. 
“” Foreign Relations, 1933, vol. 111, p. 421.
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potential incentives presuppose on the whole that any conflict would 
originate through a considered decision of the Japanese Government, 
barring the possibility of complications brought on by irresponsible _ 
elements. 

On June 22 the Belgian Ambassador, Baron de Bassompierre, who 
has had some thirteen years experience in Tokyo, and whose opinions 
for that reason, if for no other, merit consideration, came to see me, 
evidently impressed by the contrasting theory that a conflict might at 
any moment be initiated by the Soviets. An informant in whom he 
placed confidence had become convinced, as the result of observations 
in Manchuria, that such an attack was imminent. Baron de Bas- 
sompierre further attached significance to the statement of a Soviet 
official to the Polish Minister that the Soviet Union no longer wished 
the conference for the sale of the Chinese Eastern Railway to succeed, 
and he also considered important a blunt question reportedly asked the 
Soviet Ambassador by the Foreign Minister on June 16. The ques- 
tion was, “Does the Soviet Union wish to fight Japan?” Without 
commenting, at this juncture, on the negative reply which the Minister 
received, rumors of an imminent Soviet attack have attained sufficient 
currency in Tokyo to merit a brief discussion of this supposition. The 
matter is also brought to the attention of the Department in the belief ‘ 
that similar rumors may have reached Washington and in order to 
invite the comment of the Embassy in Moscow where Soviet leaders 
are said to be convinced of the inevitability of war. 

Presumably, a Soviet attack could occur only if the members of the 
Soviet government, notably Stalin, should become convinced that a 
conflict was unavoidable and should conclude that the Soviet forces 
had reached a degree of preparedness relatively greater than that of 
the Japanese. Ata luncheon on June 26 members of my staff received 
from the Counselor and a First Secretary of the Soviet Embassy an 
implication of the Soviet feeling of the inevitability of war. 

On the other hand, several factors tend to invalidate the suggestion 
of the Belgian Ambassador. In the first place the Japanese do not 
expect a Soviet attack. The Military Attaché of this Embassy, on 
returning from his recent trip in Manchuria, nowhere found indica- 
tions of anticipated trouble or preparations for imminent hostilities, 
and in conversation with the Kwantung Army staff officer in charge 
of Russian affairs was given the distinct impression that the Kwan- 
tung Army viewed the recent succession of border incidents as more 
irritating than dangerous. This officer further stated that he be- 
lieved these incidents to be the work of irresponsible elements and 
not of the Soviet army high command. Inasmuch as the thorough- 
ness of the Japanese intelligence service has been amply demonstrated, 
the likelihood of a surprise attack seems negligible. In the second
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place reference is made to the attached memorandum “ of a conver- 
sation between my secretary, Mr. Parsons, and Mr. Philip Adler, a 
correspondent of the Detroit News, who has recently travelled from 
Moscow over the Trans-Siberian Railway. Incidentally, Mr. Adler 
told the story of a Soviet acquaintance, an officer in the Far Eastern 
Red Army, to whom he mentioned that prior to leaving Detroit he 
had made a wager on the outbreak of war between Japan and the 
USSR before summer. The officer replied that Mr. Adler had come 
closer to winning his bet than he realized because, although due for 
furlough in April, leave had been cancelled, and for a month, until 

approximately the 25th of April, the frontier troops had lived in 
daily expectancy of the outbreak of hostilities with Japan. Mr. Adler 
had only lately heard that this officer had just been allowed to take 
his leave. Finally no information has reached Tokyo to the effect 
that Soviet Russia has abandoned or is likely to abandon her policy 
of remaining at peace with the world in order to concentrate on her 

vast internal problems. 
To revert to Japan and the three potential incentives to war, it is 

probable that the collective force of continued irritating incidents 
no longer constitutes so serious a threat to peace. A chronic appendix 
is less likely to lead to an operation than an acute one. The recent 
firing on “Manchukuo” ships in the Amur and the shooting which 
resulted in a bullet striking the Japanese Consulate at Habarovsk were 
incidents of a provocative nature which at certain times might have 
produced or might have been made the excuse for a general outburst 
of national feeling in Japan. On the contrary they were not made 
the basis of propaganda nor did the newspaper accounts provoke 
an abnormally severe wave of anti-Soviet feeling save for the pseudo- 
riot produced at the Soviet Embassy* by six indignant fanatics. 

The second potential incentive to war, communism, while feared 
and hated by Japanese leaders, is not a problem of immediate gravity. 
Nevertheless, as recently as June 21, the vernacular papers in Tokyo 
reported that during the examination of one Masaru Kato, an alleged 
communist, it was revealed that a former First Secretary of the Soviet 
Embassy, Moise Galkovitch by name, had regularly supplied mate- 
rials and money to aid the publication of a magazine called the “Soviet 
Friend”. Wholesale arrests of “communists” continue to be announced 
from time to time with the lifting of press bans, and a recent patriotic 
propaganda film Daigorei (The Great Order) conjures up an ap- 
proaching national crisis, relying largely on long scenes depicting 

Soviet military preparations accompanied by spoken diatribes against 

“ Not printed. 
*Wmbassy Despatch No. 835, of June 14, 1934. [Footnote in the original; 

despatch not printed. }
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the “poisoned fangs” of the Soviets. But these things too are chronic, 
not acute. 

There remains then the third potential incentive to war, the possi- 
bility that Japan recognizes in Russia an obstruction which must 
be removed at the most advantageous moment. In view of the pressing 
problems which Japan must face both international and domestic, and 
in Manchuria, it is open to question whether such a moment could . 
arrive within the next two years. According to observations of the 
Military Attaché, the new port of Rashin in Korea is only in the 
preliminary stage of development while that of Seishin has but limited 
capacity. The Korean approach to Manchuria is considered indis- 
pensable in case of war. Secondly the new railroads of Manchuria are 
believed to be carrying no war materials and in fact but little freight 
of any kind at present, while the Kwantung Army is apparently set- 
tling down to the task of consolidating Manchuria rather than pre- 
paring for imminent hostilities. The technical aspect of the situa- 
tion in Manchuria, therefore, precludes the likelihood of an imminent 
Japanese attack, as does the formidable nature of Soviet defensive 
preparations. 

The situation in Tokyo militates even more strongly against war. 
First of all, General Hayashi, the Minister of War, is a man of prac- 
tical sense and is well aware that the Japanese military machine has 
not yet reached the zenith of its combat efficiency. He also apparently 
wields great influence with all military factions and, in comparison 
to that mystical firebrand, General Araki, is an influence for peace. 

In the second place, the last months of the Saito Cabinet, which 
have witnessed a series of political crises, have revealed that the 
pacific influences around the Throne have regained their position in 
large measure as the source of political power in Japan. The Genro, 
Prince Saionji, with Count Makino, Baron Hayashi, Admiral Suzuki, 
and Baron Ikki have kept the Saito Cabinet in office for months despite 
a storm of criticism and the all but open opposition of the army and 
navy. A war with Soviet Russia would now almost certainly require 
their consent, a consent which would not be forthcoming. 

In the third place the nation is confronted with the approach of 
those problems which General Araki propagandized as “The National 
Crisis of 1935-1936”. The people as a whole will be concerned with 
naval problems, with the development of the already acute trade 
rivalries, with an intensified agrarian problem which the catastrophic 
drop of silk cocoon prices this year clearly indicates, and with the 
triangular relations between Japan, “Manchukuo” and China—or per- 
haps more properly, North China. 

In the fourth place Japanese history has shown that the process of 
expansion which commenced after the Meiji Restoration has pro-
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gressed by waves of violent action succeeded by necessary periods of 
consolidation and recuperation of the national energies. Beginning 
with September 18, 1931, the nation has been kept in an abnormal, at 
times fanatical, state of mind for a longer period, perhaps, than ever 
before. The reaction, as already reported,t has come. It should be 
the more thorough for having been delayed by artificial stimulants. 

In conclusion, the Foreign Minister continues to negotiate the 
immediate points at issue with Soviet Russia. No less than three 
conferences are at present in session, one in Tokyo for the sale of the 
Chinese Eastern Railway, a second in Moscow for revision of the yen- 
ruble exchange rate, and a third in Heiho in regard to the “Manchu- 
kuo’’-Soviet waterways. There is no indication which has so far come 
to light in Tokyo that attempts to settle these problems through diplo- 
matic channels will be abandoned. Yet, Japan is certainly committed 
to continental Empire, she faces Russia once more along the Amur, 
and, already she has crossed the Hsingan Range separating Man- 
churia proper from the vast plains of Mongolia and Siberia. These 
plains, it will be remembered, are the region in which Communism is 
spreading southward towards Japanese spheres of interest, carrying 
with it not only an ideology abhorrent to the Japanese but. the threat 
of economic and political predominance which the Japanese must 
some day face or else retreat. Nevertheless, at the present writing, 
I believe that this eventual conflict, which appears probable, will be 
delayed for a period of years which it is now premature to estimate. 
The likelihood of war in 1934 appears definitely to have passed, bar- 
ring always the emergence of unforeseen, unpremeditated factors. 
What may happen in 1935 it seems to me unwise to predict. The Saito 
Cabinet is about to fall. The new line-up, if important changes occur, 
may be significant. 

The incidents and developments of the past two weeks are being out- 
lined in the Embassy’s monthly political report for June, No. 869, 
July 2, to be despatched in this pouch. 

Respectfully yours, : JosePpH C. Grew 

893.71 Manchuria/63 : Telegram 

_ The Consul at Tientsin (Atcheson) to the Secretary of State 

: : Trentsin, July 3, 1934—4 p. m. 
| _ [Received 9 p. m.] 

My April [July] 2,10 a.m. Following message has been sent to 
Legation : 

“July 3,3 p.m.,my July 2,9 a.m. | 

tEmbassy’s Despatch No. 736 of April 6, 19384. [Footnote in the original; for 
despatch, see p. 644.] . 

“Not printed. |
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1. From authentic confidential source I learn that postal relations 
with ‘Manchukuo’ have been partially resumed and that Siberian mails 
and Japanese mails from Manchuria are now arriving Tientsin and 
Peiping on through trains. Forwarding through Chinese postoflices 
of. mails for Siberia and beyond expected within few days under 
arrangement whereby Chinese Postoffice Administration will pay Jap- 
anese Government for transportation across ‘Manchukuo’ and Jap- 
anese Government will hold payments in trust on theory that ‘Man- 
chukuo’ may later become member postal union. 

2. Transit negotiations now proceeding in Peiping between Ho 
Ying-chin and high Japanese officials who arrived on first through 
train with view to arranging for despatch of mails destined for Man- 
churia outside railway zone and delivery mails therefrom without 
penalty postage. Japanese said to be forcing ‘Manchukuo’ mail issue 
chiefly because of interest in restoration money order facilities in- 
volving movement of several hundred thousand dollars weekly. 

3. Repeated to the Department as of July 3, 4 p. m.” 

| ATCHESON 

893.113 Manchuria/4 

Memorandum by the Under Secretary of State (Phillips) 

[WasHineton,| July 5, 1984. 

The French Chargé d’Affaires said that information had come to 
his government to the effect that the “Manchukuo” authorities were 
undertaking to buy arms and ammunition abroad. He said that his 
government took the position that, in view of the Postal Convention 
of 1933,* it would be impossible for French arms and ammunition 
to be shipped to “Manchukuo”. He said that his government was 
basing their refusal upon this Convention. The Chargé asked me 
whether the Department had any knowledge of attempted purchases 
in this country, to which I replied in the negative and that, in my 
opinion, any such sales would not take place. 

| Witi1am PHILLIes 

893.01 Manchuria/1143 

The Military Attaché in Japan (Crane) to the Chief of the Military 
Intelligence Division, War Department (Smith) # 

No. 7393 [Toxyo,] July 5, 1934. 

1, The undersigned left Tokyo on May 30, 1934, via Kobe and 
Dairen for Manchoukuo visiting the following points of interest in 

* Presumably a reference to the report on June 14 by the League of Nations 
Assembly Advisory Committee appointed pursuant to the Assembly resolution 
of February 24, 1933 ; see League of Nations, Oficial Journal, Special Supplement 
No. 118, p. 10. For text of the resolution of February 24, see Foreign Relations, 
Japan, 1931-1941, vol. 1, p. 113. 
I “4 Copy transmitted to the Department by the War Department; received 
uly 31.
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the order named: Mukden, Harbin, Tsitsihar, Peian, Harbin, Hsin- 

king and Kirin and returned to Tokyo June 24, 1934 by way of Seishin, 

Keijo, Fusan and Shimonoseki. All travel was by rail except from 
Kobe to Dairen and from Fusan to Shimonoseki which was by boat. 

9. An application to the Japanese War Office for permission to 

inspect units of all branches of the service in the Kwantung Army 
serving in the Kwantung Leased Territory and in Manchoukuo 
was refused but permission was given to inspect one regiment each 
of infantry and field artillery of the Army of Chosen stationed at 
Ryusan in the outskirts of Keijo. The same action had been taken 
on requests by the British and French Military Attachés to inspect 

units of the Kwantung Army. 
8. The time available for travel in Manchoukuo was limited by the 

funds available so under the circumstances it was decided to visit 
accessible points of importance in a military way due to the dis- 
tribution of the Japanese Army and to travel over as many as possible 
of the new railways of northern Manchoukuo. The time element 
precluded a trip to southwestern Manchoukuo, which moreover was 
deemed much more readily accessible to the Military Attaché in 
Peiping. The official visit of Prince Chichibu to Manchoukuo during 
the first half of June absorbed the complete attention of the Japanese 
Army from Hsinking southward so that the new capital, location of 
the Kwantung Army Headquarters, could not be visited until after 
the Prince’s departure and even then General Hishikari was in Dairen 
with Prince Chichibu. General Kawashima, Commander of the 
Chosen Army, and the Commander of the 20th Division of that Army 
were absent, unfortunately, on inspection trips. Commanding Gen- 
erals of the 3d and 16th Divisions, members of their staff, the Chiefs 
of Staff of the Kwantung Army, members of the Intelligence Section 
of the General Staff Kwantung Army, the Commanding General 
of one Independent Railway Guard unit (six battalions) and local 
representatives of the Special Service Section Kwantung Army 
(Tokumu Kikan) were interviewed under pleasant circumstances. 
It was apparent after a couple of calls that members of the Special 
Service Section would talk more freely than officers of divisions and 
were, on the whole, better informed on conditions and developments 
due, no doubt, to the character of their respective duties and the 
very recent arrival of the 3d and 16th Divisions in Manchoukuo. 

4, Special Service Section officers were notable in a number of 
respects. As personal representatives of the Chief of Staff Kwan- 
tung Army under whom the Tokumu Kikan operates to plan and 
supervise all phases of the development of Manchoukuo, these officers 
were not under the Commander of troops in their area although their 

relations seemed to be intimate and friendly. General Doihara and 
other officers of the section were uniformly intelligent, keen, and well
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informed General Staff officers and, without exception, had been 
Manchuria specialists for years. Offices of the Tokumu Kikan were 
usually inconspicuous with a small staff of military and civilian 
personnel. 

5. The following impressions were gained from Japanese officers 
rentioned in paragraph 3, American and European consular officers, 
newspaper correspondents and businessmen and from personal obser- 

vations : 

a. The Japanese Army proudly accepts the credit for what it 
considers the improved condition of Manchuria as compared to con- 
ditions prior to the incident of September 18, 1931. Officers rarely 
refer to the Manchoukuo Government and, when they do, admit freely 
that the functioning of that Government depends on Japanese in- 
its employ. Neither Japanese nor foreigners think that the popu- 
lation of Manchoukuo as a whole has any particular interest in the 
Government of the country. Individuals want peace and security 
so that they may live and work without fear of interference but what 
(yovernment provides that condition is immaterial to the vast majority 
of people. Japanese officers accentuated the determination of the 
Army to establish and maintain a clean, effective government free 
from graft, that will protect the people and give them practical edu- 
cation. Higher education, except for a few students particularly 
qualified to benefit by it, was not favored and the United States and 
Japan were pointed out as examples of countries with more highly 
educated people than is good or useful. 

6. Japanese have little confidence in the Manchoukuo Army or 
police force, believing that soldiers and police alike lack any deep 
sense of loyalty to their country. Efforts to inculcate patriotism are 
being made in schools and elsewhere but progress is slow. Estimates 
of how long it will take to produce reliable, patriotic Manchoukuo | 
troops varied from ten years to three generations. The certainty with 
which men of all ranks now receive their prescribed pay has had a very 
favorable effect on the trustworthiness of enlisted men who were 
accustomed to having most of their pay retained by their superior 
officers. On the other hand superior officers find it a hardship to have 
to try to meet their expensive obligations from their prescribed pay. 
Great difficulty is being experienced by the Japanese in doing away 
with nepotism in military and other government services. 

c. Lack of confidence in the loyalty and efficacy of Manchoukuo 
troops is indicated by the custom of having the military guards on 
railway trains composed of detachments of Manchoukuo and Japa- 
nese soldiers of about the same strength. A similar practice is fol- 
lowed in the railway police squad which accompanies every passenger 
train of the Manchoukuo Government Railways—Japanese compose 
half of each squad. On the North Manchuria Railway (C. E. R.) 
trains police squads consist of Russians and Manchus. On the South 
Manchuria Railway military and police guards are entirely Japanese. 

d. The Japanese Army feels that excellent progress has been made 
in the extermination of banditry. All large bandit groups have been 
broken up and only in eastern Kirin where concealment is afforded by 
densely wooded country are small bands active. The usual seasonal
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increase in banditry is expected during this summer but the present 
outlook is for far less activity than during the same period last year. 
Credit for this improvement is given to vigorous bandit extermination 

_ campaigns and to the present system of holding localities responsible 
that bandits are neither housed nor fed. Ten households are grouped 
under a leader for mutual protection and supplied with prescribed 
weapons. All other weapons are required to be surrendered and are 
paid for by the government at prices ranging from 10 yen to about 
30 yen. Household groups protect themselves, assist police and troops 
in operation against bandits and in case it is discovered that anyone 
in a group has fed or otherwise aided bandits all members of the group 
are fined. With the decrease in the size of bandit groups troops of 
Japanese divisions have been withdrawn from scattered posts in out- 
lying districts and concentrated in regimental or larger garrisons 
while anti-bandit operations have been turned over more and more 
to the Japanese Consular Police and Independent Railway Guard 
Battalions and Manchoukuo police and troops. Of course Japanese 
divisional units are still employed against bandits when it is 
advantageous. 

é. The secrecy surrounding the composition and distribution of 
the Japanese forces in Manchoukuo is nearly as strict there as in 
Tokyo. No mention is made of the numerical designations of divi- 
sions or component units; neither officers nor men of such units wear 
the customary numerals on their collars; units are referred to by the 
name of their commanders and the exact size of units rarely is pub- 
lished. The only numerical designations in use are those of Inde- 
pendent Railway Guard Battalions, of which there are 18. The 
presence in Manchuria of the 3d, 7th and 16th Divisions was confirmed 
but nothing could be learned of their organization, strength and 
equipment. It was learned that Japanese aviation was organized into 
five battalions, probably of two squadrons each, numbered from 9 to 
183 inclusive and commanded by colonels or lieutenant colonels. The 
limited information obtained on the distribution of units will be 
incorporated in a report under 6180—Distribution of Troops. In 
general, the distribution previously reported is approximately correct. 
Japanese railway police employed by the South Manchuria Railway 
Company and by the Manchoukuo Government Railways were much 
in evidence at stations and on trains throughout the extent of those 
lines. These men are young Japanese Army Reservists and have the 
same individual equipment as Japanese infantrymen, but wear a 
slightly different uniform. Another similarly armed force of Jap- 
anese noted in all'cities was the Consular Police. The strength of 
Railway and Consular Police could not be learned accurately but an 
estimate of 10,000 by an American is believed to be reasonable. The 
members of both police forces were better armed and presented a 
much more military and effective appearance than Manchoukuo troops 
or police. The presence in Manchuria of such large armed Japanese 
police forces of trained men naturally would be a great assistance to 
the Kwantung Army in time of war by relieving it to a considerable 
extent of responsibility for the protection of railways and the mainte- 
nance of order in cities and towns. 

f. The following railroad lines were traversed : 

_ (1) South Manchuria Railway (Dairen—-Hsinking).
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(2) North Manchuria Railway (Chinese Eastern Railway) 
(Hsinking—Harbin—Tsitsihar Station). 

(3) Manchoukuo Government Railways (Tsitsihar—Peian—Har- 
bin and Hsinking—Kirin-Tunhua-Tumen). 

(4) Chosen Government Railways (Tumen—Seishin-Keijo- 
Fusan). 

The South Manchuria Railway was an excellent line in every 
respect and was the only one in condition to support heavy, high 
speed traffic. 

The North Manchuria Railway was obviously run down. ‘Trains 
ran slowly over a fair roadbed. 

The Manchoukuo Government Railways were unexpectedly good. 
The rolling stock was in good condition, one first class train and one 
mixed passenger and freight train ran in each direction, schedules 
were adhered to strictly, stops were brief, roadbed was fair to good, 
speed was slow. No double tracking was seen. On the Tsitsihar— 
Peian—Harbin line there was a single siding at every station, or about 
‘every 13 kms., and two or more sidings at the nine most important 
stations. On the Hsinking—Kirin-Tumen line stations were about 
12 kms. apart, all had at least one siding and most had two or more 
sidings. Sidings seemed to be uniformly about 500 or 600 yards long. 
On the older sections much work had been done recently improving 
bridges and relocating the line to decrease grades and eliminate curves. 
On the Tsitsihar—Peian—Harbin line, passing through absolutely flat 
and gently rolling rich farm land, sand ballast was used, while from 
Hsinking eastward to Tumen ballast was of gravel or, to a lesser 
extent, crushed rock. The latter line is designed to carry heavier 
traffic than the former. 

Every wooden bridge and other bridges of importance are protected 
by one or two sand bag, brick, or concrete pill boxes. All trains carry 
armed railway police and detachments from special railway guard 
battalions. On the South Manchuria Railway police and guards are 
Japanese; on the North Manchuria Railway police are half Russian 
and half Manchoukuo, military guards Japanese and Manchoukuo; 
and on the Manchoukuo Government Railways police and guards are 
both part Japanese, part Manchoukuo. Police averaged about 10 men 
per train. Guards vary in strength from about 10 men on quiet lines 
to at least 20 men in disturbed areas. On the Hsinking~Tumen line, 
only, every train, both passenger and freight, includes an armored box 
car. Armored trains, consisting of a locomotive, with steam up and 
five or six armored cars, were distributed along the Manchoukuo Gov- 
ernment Railways at intervals of about 100 kms. None were noted 
elsewhere. 

g. The new ports of Seishin and Rashin in northeastern Chosen, on 
the most direct line between Japan and Manchoukuo, were inspected. 
At Seishin the breakwater of concrete blocks was complete in outline : 
and work was in progress placing the top layer of blocks. A stone and 
concrete quay has space for five ships of about 3,000 tons each. Six 
fireproof warehouses have been completed (five for which space is 
available on the waterfront and one in a parallel line), at least one more 
in a parallel line is under construction and space is available between 
tracks for several additional ones. The tracks indicate that a total 
of about 10 warehouses in two lines will be built. Double tracks ex-



214 FOREIGN RELATIONS, 1934, VOLUME III 

tend along the land side of both lines. No provision seems to have been 
made for handling cargo lightered ashore from ships anchored in the 
harbor. The harbor, while small, has excellent facilities for handling 
a few small ships. A tremendous amount of work is in progress at 
Rashin, but living quarters for South Manchuria Railway employees 
cn the job are practically the only permanent structures completed. 
The low ground, formerly rice fields, at the head of the bay 1s being 
filled in with rock and dirt carried by many narrow gauge railways 
from hills in rear. In places the fill 1s as much as 10 feet and it must 
average five feet. Water front construction had not advanced far 
enough to give any idea of the facilities to be provided there. The 
tunnel for the railway to connect Rashin with Yuki is expected to be 
completed late in 19384. Considering the project as a whole, it is diffi- 
cult to visualize it reaching a useful degree or [of?] completion dur- 
ing 1935. 

h. Anticipation of war with Soviet Russia this year or next was not 
admitted by any Japanese officer interviewed nor were any signs seen 
or heard indicating preparations for such a war. Everyone was 
absorbed in Manchoukuo and its development. Ivrritation was ex- 
pressed at annoying incidents along the Manchoukuo-—Soviet border but 
irresponsible individuals and not the Soviet Army were blamed. The 
general impression gained was that the Kwantung Army is settling 
down to the job of making over Manchuria and is not particularly con- 
cerned with preparations for war in the near future. The only place 
visited where there was a feeling of tension was Harbin and there it 
was due to memories of kidnappings and not to fear of war. 

i. The recognition of Manchoukuo by the United States was not 
mentioned by any Japanese. 

6. The Kwantung Army, the Chosen Army and the office of the 
Governor General of Chosen were most generous with assistance in 
travelling and with entertainment. 

Wittiam C, Crane 
Major, General Staff 

033.1100 Rogers, James H./76: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, July 6, 19834—4 p. m. 
[Received July 6—8: 55 a. yn.] 

148. For Morgenthau * from Rogers.“ After a few days in Man- 
_ churia a very superficial view of economic situation yields one con- 

clusion on which I am confident; viz, the economic set up is effectively 
designed to keep complete control of key industries in the hands of 
Japanese Government. This is accomplished as follows: in each 

* Henry Morgenthau, Jr., Secretary of the Treasury. 
“Prof. James Harvey Rogers, of Yale University, on a mission to the Far 

East for the Treasury Department.
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important industry is being organized a government-sponsored com- 
pany, controlling interest being subscribed by one or more of the fol- 
lowing groups—South Manchuria Railroad, Mitsui, Mitsubishi, 
and/or certain leading Japanese companies in related industries. 
Since cooperation between most of these interests and the Japanese 
Government is almost complete, direct government stock subscription 
is usually unnecessary although sometimes present. 

Other companies desiring to organize in any of these key industries 
must receive special government permits which to date have rarely 
been granted even to Japanese firms. Hence the companies thus con- 
trolled by Japanese Government are virtually monopolies and since 
what constitutes key industries is open to redefinition from time to 
time almost any important economic activity can be brought under 
similar control. 
American oil companies are being subjected to discriminating im- 

port duties and quotas are operative. Among representatives of 
American business and banking as well as among consular officials 
and foreign newspapermen the opinion seems unanimous that Ameri- 
can and most other foreign business will in this way be squeezed out in 
a very few years—even more completely than has occasioned in Japan. 

GREW 

893.7793 Manchuria/14 

The Minister in China (Johnson) to the Secretary of State 

[Extracts] 

No. 2831 Perrine, July 10, 1934. 
| Received August 6. ] 

Sir: I have the honor to supplement my telegram No. 283 of 
June 30, 1 p. m., reporting that Chinese and Japanese authorities 
announced on June 28 that an agreement had been reached for the 
institution on July 1 of through passenger traffic on the Peiping— 
Mukden Railway. 

Summary: | 

Marking the successful end of more than one year of effort of 
certain Chinese officials to overcome on the part of influential Chinese 
factions opposition to agreement, the resumption of through traffic 
was marred only by the explosion of a bomb on the first train out of 
Peiping. It is supposed that in the not distant future announcements 

will be made of agreements with regard to other questions relating to 
North China and “Manchukuo”. A “diplomatic” success for Japan 
and an augury of further peaceful penetration into China (reinforced 
by the threat of military action), it is also a success on the part of
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General Chiang Kai-shek and those other officials who believe in the 
necessity of a policy of conciliation of Japan. 

Significance of the agreement: 

Publishing and putting into effect the agreement successfully, 
without important Chinese objection, indicate that those officials in 
favor of a policy of conciliation of Japan have silenced officials 
opposed to it. This lessens the threat, for the time being at least, of 
internal warfare and facilitates Japanese peaceful penetration into 
China. It is a “diplomatic” victory for Japan and seems to have 
been urgently desired not so much for economic reasons as for the pur- 
pose of convincing Western powers that there is taking place a 
gradual rapprochement between China and “Manchukuo” and Japan. 
Supposedly, within the near future, other agreements, with regard to 
such questions as the establishment of customs houses along the Great 
Wall, through freight train service, and postal facilities will be an- 
nounced. It is not at all unlikely that agreements with regard to 
these and other questions relating to North China and “Manchukuo” 
have already been reached by the principal officials concerned and 
are awaiting a propitious moment for publication. 

Respectfully yours, Netson TRusLER JOHNSON 

893.71 Manchuria/66 

The Acting Postmaster General (Filenberger) to the Secretary 
of State 

WasHineTon, July 11, 1934. 

My Dear Mr. Secretary: The receipt is acknowledged of your 
letter of the 29th ultimo (file 893.71-Manchuria/61 [65], enclosing 

copy of the recommendations adopted on May 16, 1934, by the Ad- 
visory Committee on the Far Eastern situation of the League of 
Nations with regard to a question raised by the British Government 
concerning postal traffic in transit through Manchuria. 

You make certain comments as to your Department’s understanding 
of the postal relations between this Department and the Postal Admin- 
istration of “Manchukuo” and ask to be informed of this Department’s 
views as to the tenor of the reply, tentatively outlined in your letter, 
to be made to the Secretary-General of the League of Nations. 

Since the informal discussions between officials of our two Depart- 
ments there have been received additional reports concerning the 
international mail transit statistics of October 15-November 11, 1933, 
which indicate that the question of payment for transit charges is 
likely to arise, not for transit service performed for this Department
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by the Postal Administration of “Manchukuo” but for service per- 
formed for the latter by the Postal Administration of the United 
States. It is indicated that the total annual amount due this 
Department will be small, however, and may not exceed $500. 

While no occasion has arisen as yet, it is pointed out that there 
exists also the possibility that claims for indemnity may arise in the 
future on account of the loss, rifling or damage of registered mail sent 
to or received from “Manchukuo”. 

In view of the situation outlined above, it appears probable that oc- 
casion will arise for the Postal Administration of the United States to 
enter into relations with that of “Manchukuo”, and it will, therefore, 
be agreeable to this Department if, as you suggest, the Secretary- 
General of the League of Nations is informed that, should any action 

affecting Manchuria become necessary for the maintenance of adequate 
postal services, the American Postal Administration would be prepared 
to conform such action to the recommendations of the Advisory Com- 
mittee. 

In this connection it is desired to point out that the international 
transit statistics of October 15-November 11, 19338, previously re- 
ferred to, are governed by the provisions of the Universal Postal 

Convention of London, as are all matters concerning the settlement 
of claims for indemnity for the loss, rifling or damage of articles con- 
tained in the registered mails exchanged with foreign countries gen- 
erally. Should any relations with “Manchukuo” become necessary, 
substantially the same technical procedure could doubtless be fol- 
lowed without reference to the Convention. 

Very truly yours, C. B. Ex:enpercer 

893.00/12785 

The Minister in China (Johnson) to the Secretary of State 

No. 2828 Perrine, July 11, 1934. 
[Received August 6.] 

Sir: I have the honor to refer to my telegram No. 11 of January 
5, 1934, 1 p. m., reviewing political developments which occurred 
in China during 1933, and to submit a similar review of develop- 
ments during the first six months of 1934. 

The outstanding problems confronting the Central Government 
during the first six months of 1934 were (1) relations with Japan; 
(2) relations with the Southwest; and (3) the campaign against the 
Kiangsi communist forces. 

ad Signed June 28, 1929; 46 Stat. 2523, or League of Nations Treaty Series, vol. 

wa voreign Relations, 19338, vol. 111, p. 490.
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The principal events of this period were (1) the return to China of 
Marshal Chang Hsueh-liang (January) and his appointment to a 
post in Central China under General Chiang Kai-shek (February) ; 
(2) suppression of rebellion in Fukien Province (January) ; (8) re- 
bellion in the Northwest of General Sun Tien-ying (January) and 
its suppression (March); (4) transfer of more than 100,000 of Mar- 
shal Chang Hsueh-liang’s troops from North to Central China (March 
to June); (5) initiation by General Chiang of the “New Life Move- 
ment” (March); (6) inauguration of an “autonomous” government 
in Inner Mongolia (Chahar and Suiyuan Provinces) (April); (7) 
departure from Peiping of General Huang Fu, Chief of the Peiping 
Political Affairs Readjustment Committee, and his conference with 
General Chiang Kai-shek and Dr. Wang Ching-wei (April); (8) 
conference of leaders of the Southwest with representatives of the 
Central Government (June) ; and (9) announcement of agreement with 
Japan to reestablish on July 1st through passenger traffic on the Peip- 

ing—Mukden Railway (June). 
During these six months the fundamentals of China’s political and 

economic situation have not altered. As previously, however, there 
were developments indicating a growing understanding on the part 
of some of the country’s leaders of its needs. But until there is evi- 
dence that these leaders intend effectively to implement this under- 
standing with action, there will be little reason to view the present 
situation in China with other than pessimism. It might also be 
recalled that the masses were subjected during the years 1925 to 1929 
by the leaders of the Kuomintang to a pleasant stream of propaganda 
to the effect that they, the people, were unconquerable and that they, 
with the help of the Kuomintang, would get back all rights and priv- 
ileges lost by treaty in previous years. The result of this is that now 
it is well nigh impossible for any leader to turn the thoughts of the 
people in other directions, no matter how much the leader may under- 
stand the needs of the country. Nor are the leaders of China of a 
calibre to admit the failure of the Kuomintang program of those 
years. 

I. Military and Political developments: 

General Chiang Kai-shek has continued to consolidate his position 
as the dominant military figure, directing at the same time the chief 
political, economic, and financial activities of the Central Government. 
His prestige, enhanced at the expense of the debilitated Kuomintang, 
was indicated by the perfunctory progress of the Fourth Plenary 
Session of the Central Executive Committee of the Kuomintang (in 
January), and was primarily due to his unexpectedly rapid suppres- 
sion, early in the year, of the rebellion in Fukien Province, which had 
a salutary effect not only on politicians but also on those of China’s
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military satraps who are antagonistic to him. His authority in prov- 
inces other than some of the provinces of the Yangtze Valley con- | 
tinued to be merely nominal, with the exception of Fukien Province 
through which his control was extended to the northeast border of 
Kwangtung Province. Military leaders in those areas of nominal 
control, however, seemed less inclined to risk a frontal clash with him 

and more disposed to enter into discussions of problems either with 
General Chiang direct or with his representatives. A number of mili- 
tary leaders in North China journeyed to Central China to confer 
with him and, in the latter part of June, conferences were held in the 
Southwest between militarists of that area and representatives of 
General Chiang. This increasingly cooperative attitude was due, it 
may be presumed, primarily to realization on the part of these semi- 
independent militarists that their selfish ambitions could not be suc- 
cessfully promoted in the face of Japan’s menace both to North and to 
South China. But there was little reason to believe that, with the 
arrival of a moment regarded as propitious, the ambition of these 
generals and their jealousy of General Chiang might not again take 
form in action against him. The more conciliatory attitude on the 
part of the Southwest was reported to have resulted in a promise of 
cooperation against the communist forces in Kiangsi and Fukien Prov- 
inces, a cooperation which would seem to be necessary if this long- 
continuing campaign is to be successfully concluded. In outlying 
areas, the ineffective direction and the tenuous control of affairs by 
the Central Government remained the same, with the possible excep- 

tion of Inner Mongolia (Chahar and Suiyuan Provinces) where a 
so-called autonomous government was established, an innovation 
which cannot yet be evaluated. 

II. Economic and financial developments: 

Little relief was extended to the masses of China suffering from 
excessive taxation, the cupidity and dishonesty of military and civilian 
officials, the exploitation of the people as a market for opium, and 
continued neglect of measures to overcome such natural disadvantages 
as flood, aridity, and difficult communication. Until such funda- 
mental ills are remedied, the loyalty of the people to the governing 

classes, approval of their activities, and the removal of the danger 
of subversive movements cannot be anticipated. 

There were indications once more that at least some of the officials 
realized the need of reforms, but those reforms which they initiated 
continued in an elementary stage; and their significance depended 
upon future developments. They included the Second National Fi- 
nance Conference, which passed resolutions looking toward reform of 
taxation; General Chiang’s “New Life Movement”, which places more 
emphasis upon the evils of tobacco than on the evil of opium; some 

748408—50—vVOL. 11120
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work on roads, sanitation, and irrigation; the establishment of the 
China Development Finance Corporation for the purpose of organized 
economic development of China; and some discussion of ways to 
develop the Northwest. In no instance was there assurance that 
these reforms would be implemented with action of substantial sig- 
nificance. 

Ill. Foreign Relations: 

a. Japan: During this period it became evident that further ag- 
gression by the Japanese military was at least in abeyance pending 
the outcome of Japan’s efforts to obtain its ends in China by “di- 
plomacy”. Although these aims were not definitely known, they were 
believed to include economic and financial expansion in North China, 
which would eventuate in political dominance, improved trade con- 
ditions with China as a whole, and preeminence (at least) among 
foreign powers in extending “assistance” to this country. The an- 
nouncement, without serious repercussion, of agreement for the re- 
sumption of through passenger traffic on the Peiping—Mukden Rail- 
way, indicated the acquiescence of China’s leaders to the policy of 
procrastinating in conceding to Japan’s demands to a point just short 
of precipitating action by the Japanese military, while at the same 
time efforts should be made to build up China’s powers of resistance. 
In the relations of General Chiang with other ambitious military 
leaders, described above, it was evident, perhaps for the first time, 

_ that at least some of the militarists deemed it expedient to defer their 
personal ambitions to the Japanese menace. 

b. Western nations: The question uppermost in the minds of West- 
ern observers during the period under review has been whether China 

| would not turn less and less to Western nations for aid in economic 
(and military) restoration in view of Japan’s increasingly frank 
disapproval of such cooperation. Certainly the general attitude of 
the Chinese during the first half of the year in their relations with 
Western powers has been less intransigeant than usual as a result 
of the Japanese threat. 

: Respectfully yours, NeLson TRUSLER JOHNSON 

893.01 Inner Mongolia/27 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 894 Toxyo, July 18, 1934. 
[Received August 6.] 

Sir: I have the honor to refer to my despatch No. 793 of May 18, 
1934, on the subject of Soviet-Japanese Relations in which were out- 

” Not printed.
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lined the terms of an alleged Sino-Soviet agreement concerning the 

improvement of communications facilities by road and also by radio 
in Inner Mongolia. It has not been possible up to the present to con- 
firm the existence of this agreement but, nevertheless, several reports 
have reached Tokyo, notably on June 14 and 23, to the effect that work 
has started on the route between Urga and Kalgan. These reports 
stated that the provincial governments of Chahar and Suiyuan had 
been instructed by the Nanking Government to cooperate with the 
Soviet Consul at Kalgan in supervising the construction work. The 
persistence of the reports is cited as evidence that activity of this kind 
may indeed be going on. Consequently the following brief discus- 
sion is submitted in the belief that this matter in particular and the 
course of events in Inner Mongolia in general are of importance to the 

development of Japanese continental policy. 
Since the action of the Japanese military in September 1931, there 

has been no direct line of communication between China and Soviet 
Russia save by caravan routes partially adapted to motor vehicle 
traffic. The construction of a modern motor road between Kalgan on 
the Peiping—Suiyuan Railroad and Urga would provide a direct line 
of communication with facilities for quick travel between China 
proper and Siberia over a route shorter than the former detour via 

Manchurian railways. 
The interest of Soviet Russia in this project is of significance in that 

it indicates that there has been no change in the basic policy towards 
China of the régime which has successfully alienated the vast re- 
gions of Sinkiang and Outer Mongolia and which for a time retained 
the dominating voice at the councils of the Kuomintang, the focal 
point of Chinese politics. Perhaps the word “Imperialism” is inap- 
plicable to Soviet Russia but, in regions where Soviet penetration 
has not been opposed by the military force of Japan, China has had . 
to bear the impact of Soviet encroachments approaching imperialism. 
The development of the Urga—Kalgan route would facilitate the pene- 
tration of ideas, materials, and, if need be, armed forces into Inner 
Mongolia and North China. 

To the Japanese military such a project must appear as a rival bid 
for influence in regions contiguous to “Manchukuo”. The western 
flank of Manchuria is a region of great strategic importance in the 
event of a Soviet-Japanese war, and it 1s open to question whether the 
Japanese would permit Soviet-Russia to enter the Suiyuan and 
Chahar regions unmolested, thereby extending Soviet influence along 
a third side of “Manchukuo”. The Urga—-Kalgan route could easily 
be cut by the Japanese, but such a step would cause a crisis between 
Japan and the USSR. 

If we may believe that this route is now being developed, there 
follows of necessity an intensification of the rivalry of China, Japan,
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and Soviet Russia for the favor of the Mongol inhabitants of Inner 
Mongolia. For the time being such rivalry as already exists (princi- 
pally between China and Japan) facilitates the Mongol drive for 
autonomy. Considerations of this kind brought about in April of this 
year the organization of the autonomous government at Pailingmiao 
as a counter bid against Japanese concessions to the Mongols in the 

: semi-autonomous “Manchukuo” province of Hsingan. Nevertheless 
the measures taken suggest that the net of competition is tightening 
around this region, presaging an ultimate conflict unless the momen- 
tum is arrested in the early stages by decisive action. Such action 
could most likely originate with the Japanese and, as mentioned in 
the paragraph above, would be critical. The region seems therefore 
one of the potential danger spots of the Far East. It would become so 
in fact with the completion of projects such as are envisaged by the 

alleged Sino-Soviet agreement. 
It is hardly necessary to repeat that the arguments of this despatch 

are based upon information as yet unconfirmed and that the matter is 
| in any event of large rather than immediate importance. To support 

this statement it is only necessary to remember that Soviet influence 
is as yet negligible in Inner Mongolia as compared with such influence 
in Outer Mongolia and that these two regions are believed to be defi- 
nitely hostile to each other. Accordingly the despatch is submittted 
merely in the hope that it may provide a useful hypothesis for consid- 
eration with such other material as may appear. 

Respectfully yours, JosEPH C. GREW 

893.71 Manchuria/61 

The Secretary of State to the Chargé in Switzerland (Williamson) 

No. 2613 WasuineTon, July 19, 1934. 

Sir: Reference is made to your despatch No. 3882 (LL. N. No. 2274), 
dated June 6, 1934," with which there was forwarded Circular Letter 
No. 92, addressed to the Secretary of State on June 4, 1934, by the 
Secretary-General of the League of Nations,“ and transmitting a 
circular of the Advisory Committee on the Far Eastern situation 
relating to the question of postal traffic in transit through Manchuria. 

There are enclosed the original and a copy of the reply of the 
American Government to the communication above mentioned of the 
Secretary-General. It is desired that you forward to the Secretary- 
General the original of this Government’s reply. In so doing, please 
inform the Secretary-General that this Government desires that the 
text of its reply be not made public or circularized among the states 

" Not printed.
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members of the League before the assent thereto of this Government 
has been given. 

Very truly yours, For the Secretary of State: 
WIiLiiaM PHILLIPS 

{Enclosure ] 

- _ The Secretary of State to the Secretary General of the 
League of Nations (Avenol) 

The Secretary of State of the United States of America presents 
his compliments to the Secretary-General of the League of Nations 
and has the honor to acknowledge the receipt from Monsieur Avenol 
of a memorandum, dated June 4, 1934, (No. C. L. 92. 1934) entitled 
“Postal Traffic in Transit Through Manchuria,” with which there 
was transmitted a copy of the report adopted on May 16, 1934, by the 
Advisory Committee appointed by the Special Assembly convened in 
virtue of Article XV of the Covenant at the request of the Chinese 
Government. The memorandum expresses the confidence of the Ad- 
visory Committee that the American Government will be prepared to 
comply with the recommendations embodied in the report of the Ad- 
visory Committee, and it sets forth the request of the Advisory Com- 
mittee that the Secretary General be informed of the decision of the 
American Government in the matter. 

The American Government has taken note of the recommendations 
embodied in the report adopted on May 16, 1934, by the Advisory 
Committee. If any action affecting Manchuria should become neces- 
sary for the maintenance of adequate postal services, the American 
Postal Administration will be prepared to conform such action to 
the recommendations embodied in the report under reference of the 
Advisory Committee. 

WASHINGTON, [July 19, 1934. ] 

761.94/763 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, July 20, 1934—5 p. m. 
[Received 6 p. m.] 

902. Litvinov said to me today that relations between the Soviet 
Union and Japan were continuing to improve. He said that he had 
no fear whatever of a Japanese attack in the near future and that nego- 
tiations with regard to the sale of the Chinese Eastern Railway were 
proceeding more favorably and amicably than in the past. He said
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that the difference in the price asked by the Soviet Union and the price 
offered by Government of “Manchukuo” had now been reduced to a 
comparatively small sum and that he expected a successful issue of 
the negotiations although conclusion of the matter might take months 
as the Japanese were both hard and slow bargainers. He added that 
in spite of the temporary improvement in relations he felt that an 
eventual attack by Japan on the Soviet Union was inevitable. 

Bouuirr 

125.0098 Manchuria/6 

The Chinese Legation to the Department of State 

Aipr-MEMorRE 

The following is a paraphrase of a telegram from the Ministry of 
Foreign Affairs at Nanking: 

It is reported from reliable sources that Japan intends to grant 
ostensible independence to the illegitimate régime in its international 
relations while actually it remains under the control of Japan. 

There is a further move in contemplation. From April 1, 1935, 
foreign consular officers in the Eastern Provinces from countries which 
have not recognized the illegitimate régime will not be accorded recog- 
nition by the illegitimate régime and will not be permitted to perform 
their functions. 

WASHINGTON, July 20, 1934. 

125.0093 Manchuria/6 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Secretary of State 

[Wasuineton,| July 21, 1934. 

Mr. Secretary: This aide-mémoire,” just brought to me by the 
Chinese Chargé, contains two statements (from the Nanking Govern- 
ment) on the basis of “is reported”, the first of which has no particular 
meaning but the second of which should be noted with care: the sec- 
ond statement carries the suggestion that the Japanese may be plan- 
ning to threaten exclusion from Manchuria of consular officers from 
states which continue to withhold recognition of “Manchukuo”. 

It is the feeling of this Division that, if the Japanese develop that 
idea and even if they carry it into execution, we need not let such moves 
worry us. For fifteen years we withheld recognition from Soviet 
Russia, we had no official representation in Russia, and it is doubtful 
whether we suffered much in consequence of those facts. Exclusion of 
our consular representatives from Manchuria would in itself cause us 

@ Supra. |
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little inconvenience and little economic loss. We could at once estab- 
lish a consular office at Vladivostok and perhaps one at Chita. Our 
expenses of representation would be cut down and we could use the 
officers and the balance of the funds thus released for strengthening 
other of our establishments in the Far East. Our trade with Man- 
churia does not run to high figures and would not be seriously injured. 

S[Tan.ey] K. H[ornpecx | 

893.01 Inner Mongolia/29 

The Acting Military Attaché in China (Constant) to the Chief of Staff, 
United States Army (MacArthur)® 

[Extracts] 

G-2 Report No. 8881 [ Perprne,| July 26, 1934. 

In compliance with the regulations promulgated by the National 
Government on March 7th governing the formation of the Mongolian 
District Self-Government Political Affairs Council (see G-2 Report 
No. 8800), the Mongols have taken steps toward the formation of this 
organization. By reason of its central location the white and red 
walled temple group of Pailingmiao has been selected as the temporary 
capital. Later it is planned to erect suitable buildings near the temples 
for the “Meng Cheng Huai” as the government is known in Chinese. 
At the present time, however, the members, secretaries and other offi- 
cials are quartered in the houses of the Lama priests who have moved 
to more cramped dwellings to make room for them. There are no 
buildings in Pailingmiao other than the temples and dwelling houses 
of the priests which are built in Tibetan style. 

Here then to the accompaniment of Lama chants and the weird 
sounds of gongs, cymbals and horns, the new Autonomous Govern- 
ment of Inner Mongolia was formally established on April 23rd. At 
the head is Yun Wang (Prince Yun) the most venerable of the Mon- 
gol Princes. He will be assisted by So Wang and Sha Wang, all 
three belonging to the more moderate group. Following the estab- 
lishment of the Council these princes went back to their banners leav- 
ing most of the details of organization in the hands of Te Wang 
(Prince Teh) of West Sunnit Banner. Te Wang is the acknowledged 
leader of the “Young Mongols” but is not believed to be as opposed to 

the more conservative elements as is generally thought. 
While Te Wang did not secure a position as one of the heads of the 

new government, actually as Secretary he will be able to exert more 
influence than ever as nearly all administrative matters pass through 

* Copy transmitted to the Department by the Chief of Staff without covering 
despatch ; received September 6.
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his hands. In addition to this he is acting head of the Defense De- 
partment and in actual charge of the training of recruits for the new 
Mongol Army which it is hoped to organize. If he plays his cards 
properly, he may well be the dominant figure in Mongolia, though he 
pulls the strings from behind the scenery furnished by the three elder 
statesmen mentioned above. 

Te Wang apparently has the confidence of the older princes and it 
is quite evident from conversations with him and other Mongol leaders 
that there is a firm belief that the hope of the Mongol Leagues and 
Banners lies in a united and autonomous Mongolia. Despite their 
dislike of the Chinese for their methods of encroaching upon Mongol 
land and maladministration of former governors of Chahar and Sui- 
yuan, the Mongols believe that there is vastly more chance of achieving 
their aims with China than by joining Manchoukuo. They fully 
realize, according to Te Wang, that should they make any agreement 
with Japan, the Japanese would not rest until Mongolia was a vassal 
state. However the Mongols are not slow to see the trading value 
of their position and by skillfully playing on the danger of Japanese 
aggression or intrigue in Inner Mongolia, the Mongols have succeeded 
in obtaining promises from the Nanking Government which satisfy 
nearly all their demands. 

Under the regulations promulgated by Nanking (see G-2 Report 
No. 8800), Mongolia under the “Meng Cheng Huai” is given virtually 
the same powers as those of a province. The Council represents all 
of the sixty-seven banners in North China, Manchuria and Koko Nor 
and the administration of the Mongol territory is placed almost en- 
tirely in the hands of Mongols. 

Comments: The Mongolian Autonomy Council is just three months 
old. In that short time more progress has been made toward organiza- 
tion than has been seen in Inner Mongolia for many years. It is be- 
heved that all the Mongol leaders earnestly desire an independent 
Mongolia with as little supervision from outside sources as possible. 
They are bound to China by many ties and believe themselves capable 
of handling the Chinese politically and militarily as well if necessary. 
They are firmly convinced that any agreement with Japan will mean 
the end of their autonomy aims. 

It is the belief of this office that while making the most of the Jap- 
anese angle as a trading factor with the Chinese, the Mongols will not 
join with Manchoukuo nor ally themselves with Japan while any 
cther alternative presents itself. It is believed that Mongolia will re- 
tain its present status under nominal Chinese control unless actually 
occupied by Japanese troops, a thing which is neither believed prob- 
able nor possible at this time. Japanese efforts at economic and politi-
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cal penetration may be expected but both will be far more difficult in | 
Inner Mongolia than inside the Wall. Russian activity in Inner Mon- 
golia is considered negligible. : 

It will be noted in the table showing membership of the Autonomy 
Council that the Jehol and Manchurian Banners are represented. 
These members came from Jehol and Manchuria but are not able to 
return there at the present time. Their communication with their re- 
spective banners is of course uncertain and intermittent as the Japanese 
are using every effort to dominate these Mongols. Further details con- 
cerning the Mongol Leagues and Banners will be found in G-2 Report 
No. 8724, “Tribal Elements of Inner Mongolia”. 

S. V. Constant 
Major, Cavalry (D. 0. L.) 

493.11 Shanghai/73 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

[Extract] 

No. 9570 SHANGHAI, July 27, 1934. 
[Received August 25.] 

Srr: I have the honor to refer to Despatch No. 9424 dated April 
18, 1934 from this Consulate General ** (file 800/350 CV: Che *) out- 
lining in detail the offer made by the local Japanese authorities to 
settle certain of the American claims resulting from the Shanghai 
Incident of 1932. 

Pertinent figures covering claims against the Japanese Government 
presented for local settlement were as follows: 

38 Claims grand total : US$332, 152. 54 
19 Claims disallowed for local settlement US$230, 266. 08 
19 Claims recognized for local settlement US$101, 886. 46 
Amount offered by Japanese for local set- 

tlement Yen 61,200 at US$0.380 US$ 18, 360. 00 
Ratio of Amount offered to total amount of 

recognized claims 18.2% 

A proviso to the granting of solatium insisted upon by the Japanese 
was that the recipients thereof would relinquish their total claim.. The 
Department has anticipated and provided for the acceptance of such 
a condition in its cable No. 67 of March 27, 6 P. M. 

Before accepting the Japanese offer for a local settlement this 

Consulate General endeavored, especially so because the Americans 

“4 See footnote 12, p. 95. 
® Department’s file No. 493.11 Shanghai/69.
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were being offered priority of settlement, to obtain figures showing 
the total amount appropriated by the Japanese Government for such 
settlement and if possible the amount allotted to each nation. Figures 
covering the total amount of claims filed had already been obtained 
from the British, Shanghai $980,000 and the French, Shanghai 
$780,000. It was the intention, if possible, to make a comparison be- 
tween the appropriation or appropriations and the totals alloted for 

different nations to ascertain whether the American nationals were 
being offered a ratio at least equal to that of the others. The Japanese 
procedure of refusing to recognize most of the claims for losses oc- 
curring in Chinese territory made the claim totals by nations valueless. 
Further investigation was halted when it was learned that the Japanese 
appropriation was also to take care of claims filed by Japanese subjects 
residing in Shanghai and Manchuria. The total figures for claims 
presented by the latter subjects could not be obtained. 
Under date of May 19, 1934 (See copy attached *) the Japanese 

Consul General was notified of the acceptance by 16 of the claimants 
of his offer of solatium. A copy of his reply dated June 11 is also 
attached. Of the 19 possible recipients the Standard Vacuum Oil 
Company, St. Luke’s Hospital and John Van Almer were not included 
in the list dated May 19 as their acceptance of the offer had not been 
received. St. Luke’s were hesitating in accepting because the solatium 
offered was a small percentage of its reported losses. However, 
before the receipt of 18 checks were acknowledged by this office June 
19, 1984 (Vide enclosure *) the Standard Vacuum Oil Company 
(Socony-Vacuum Corporation) and St. Luke’s Hospital stated their 
willingness to accept. The amount of settlement in the case of the 
latter having been increased, through the efforts of this office, from 
Yen 500 to Yen 1700.... 

Respectfully yours, Enwin S. CunnINGcHAM 

893.00/12800 

The Consul at Hankow (Stanton) to the Minister in China 
(Johnson) ** 

L. No. 554 Hankow, July 27, 1934. 

Sir: I have the honor to refer to a Reuter’s despatch from Simla, 
dated July 18th, confirming the defeat of General Ma Chung-ying by 
forces under the command of General Sheng Shih-ts’ai, Garrison 
Commander of Sinkiang, and reporting that the Tungan forces were 
preparing to retire to Khotan from Yarkand and Kashgar, leaving 

* Not printed. 
“Copy transmitted to the Department by the Consul at Hankow in his 

despatch No. 483, July 28; received August 25.
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the former Chinese governor in charge of Kashgar where all was 
reported quiet. ‘This report followed one from Moscow, dated July 
16th, to the effect that General Ma had been badly defeated by the 
provincial forces and had been disarmed by the Soviet authorities 
when he together with three officers and seventy cavalrymen fled across 
the border, near Irkenshtam, into Soviet territory about July 10th. 

The defeat of Ma Chung-ying and the collapse of the independent 
regime established at Kashgar, gives General Sheng Shih-ts’ai a larger 
measure of control over that remote Province than the Chinese have 
exercised for many years. ‘The credit for the defeat of Ma must be 
given entirely to General Sheng who appears to be a man of energy 
and some military ability, his Japanese military training undoubtedly 

having proved of value to him. The Chinese Government, while 
seemingly alive to the potentialities of the situation in Sinkiang, 
can be given little credit. It has actually done nothing beyond 
despatching emissaries to Sinkiang some of whom were appalled and 
intimidated by the chaotic situation, while others fished in the troubled 
waters and thereby added to the confusion. 

Certain it is that General Sheng has received little if any material 
assistance from Nanking which appears to have supplied him with 
neither military supplies nor funds. It is equally certain that without 
arms and ammunition from an outside source, General Sheng would | 
not have been able to defeat Ma Chung-ying. His principal source of 
supplies has undoubtedly been Soviet Russia, which in view of its 
large and growing commercial and economic interests in Sinkiang, 
presumably desires to see the situation stabilized in that Province 
and in all probability, would much prefer to have it under nominal 
Chinese control than to see it disintegrate into several semi-inde- 
pendent principalities subject to the machinations of the other inter- 
ested Powers. 

With General Sheng Shih-ts’ai exercising some real measure of 
military control over the major portion of Sinkiang, an unique oppor- 
tunity exists for Nanking to take immediate and effective steps to 
consolidate its position in that Province and to institute an efficient 
administrative system composed of men who understand the racial, 
economic and political conditions obtaining in that region. The 
rehabilitation of the Province and the development and improvement 
of its commerce and communications are other matters calling for 
prompt and careful attention. It remains to be seen whether the 
Chinese Government will make the most of this unique opportunity or, 
as is more likely, merely breathe a sigh of relief and turn to the more 

_ personally interesting and profitable field of domestic politics. 
As of interest in connection with events of the past few years in 

Sinkiang, there is enclosed a copy of an article * giving much useful 

* Not printed.
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information concerning politics and personalities in that Province. 

The article was received from Mr. Tamberg, the leader of the Oppen- 

heimer Casing Company’s motor expedition into Kansu and Sinkiang 

and is said by him to have been written by an Englishman who has 
followed events in Sinkiang very closely for many years. 

Respectfully yours, K. F. Stanton 

741.61/428 : Telegram : 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, July 30, 19384—2 p. m. 
[Received July 830—12: 45 p. m.] 

998. Continuing my 227," the complete reversal of British policy 

with regard to the Soviet Union referred to in my 220 continues to 

manifest itself daily. 
Litvinov said to me last night that Simon had recently made the 

following declaration to the Soviet Ambassador in London: 

‘Your Government is under the illusion that the British Govern- 
ment has desired and does desire war between the Soviet Union and 
Japan. Weare absolutely opposed to a war between the Soviet Union 
and Japan and will do everything we can to prevent it. We shall 
give no support whatever to Japan in case an attack on the Soviet 
Union by Japan should be contemplated.” 

In commenting on this declaration of Simon, Litvinov said: 

“For the first time since recognition by Great Britain we now have 
actual diplomatic relations. Until the present time neither myself nor 
Tchitcherin © has ever discussed any diplomatic question of any im- 
portance with the British. British Embassy here ™ and our Am- 
bassador in London has in reality been nothing more than a consul 
and has never discussed major questions with the British Secretaries 
for Foreign Affairs. Both in London and in Moscow we are now dis- 
cussing all the problems of the world freely and in the most friendly 
manner.” 

Litvinov added that he attributed the reversal in British policy to 
fear of German aviation. He said that the German general in charge 
of aviation had recently expressed the opinion to a Soviet agent that 
German aviation was now stronger than the French. He added that 
he believed that in view of the development of aviation the British 
had definitely decided that Great Britain must be defended on the 
continent and that it was entirely possible that Great Britain would 

5 Not printed. 
© Wormer Soviet Commissar for Foreign Affairs. 
“Text apparently garbled in transmission. It seems probable that this sen- 

tence should be combined with previous one and that phrase should read: “with 

the British Embassy here.”
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make or was attempting to make a sort of a deal with both Belgium 
and Holland for the use of their territory for advanced airplane 
defense in case of a German attack. Developing this idea Radek ” 
said that he believed that the British Government was attempting to 
persuade both Holland and Belgium to take the status of permanently 
neutralized states so that Britain might in that form guarantee the 
inviolability of their frontiers and behind the screen of such a guar- 
antee enter into military conversations with them similar to the con- 
versations between the British, French and the Belgians before 1914. 
Both Litvinov and Radek said that they believed that Great Britain 
had offered to guarantee the Dutch East Indies against a Japanese 

attack, 
Radek commenting on the reversal in Simon’s foreign policy said 

that in his opinion Simon had desired to establish close cooperation 
with Germany and Japan; that the development of German aviation 
and the horror in England at Hitler’s murders had made coopera- 
tion with Germany impossible; that the Japanese threat to British 
interests in North China and Japanese dumping in British markets 
had made cooperation with Japan impossible. He then made a most 
important statement; that the next step of Soviet diplomacy would be 
to sign a non-aggression pact with Great Britain which would include 
a guarantee of the frontiers of India. 

The delight of the Soviet Government in the reversal of the policy 
which Great Britain has followed since the revolution is universal and 
profound and I am deeply impressed (as reported in my No. 221 ©) by 
the possibility that the major constellation in international affairs in 
the near future may be another entente cordiale between France and 
the Soviet Union. 

BuLuittr 

761.94/766 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, July 30, 1934—38 p. m. 
[ Received July 30—1: 35 p. m.] 

229. Continuing my No. 228 on the subject of the Far East, Litvinov 
said last night that he was no longer in the least worried with regard 
to the possibility of a Japanese attack and Radek stated that he was 
certain that there was no possibility of a Japanese attack either this 
year or next year. 

Litvinov expressed the opinion that the change in England’s attitude 
toward the Soviet Union had eliminated all chances of attack and 

® Editorial writer on the Moscow Pravda. , 
“Dated July 27, 5 p. m., printed in Foreign Relations, The Soviet Union, 1933- 

1989, section on 1984.
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Radek more specifically said that the withdrawal of the possibility of 
British financial support for Japanese purchases of war supplies in 
his opinion made war.in the Far East impossible. Litvinov added 
that he had private and authoritative information that the proposal 
of the Government of the United States to establish airplane bases on 
the Aleutian Islands had also had an immense deterrent effect on the 
Japanese; that the Japanese knew that they were and would remain 
feeble air men and were terrified of the possibility of air attacks in 
case they should start a war. 

Litvinov said that he would be most delighted to see an American 
commercial aviation line established between Alaska and Siberia by 
way of the Aleutian Islands. I recalled our conversation on the 
subject (reported in my No. 102, July 23%) and said that such a 
line could not possibly be commercially self-supporting. He an- 

swered that almost no commercial air lines were self-supporting and 
that the political effect of such a line would be worth any expense 
involved. 

I should be obliged if the Department would let me know if there 
is the slightest possibility of any such line being established. 

Buiiirr 

893.01 Outer Mongolia/5 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, August 1, 1934—11 a. m. 
[Received 12:20 p. m.] 

236. In the course of a highly confidential conversation Karakhan ® 
who has just returned from a mission to the Mongolian Republic 
made the following statement to me: 

“T was sent to the Mongolian Republic because of the discovery of a 
most serious Japanese plot to overthrow the Mongolian Government 
and to replace it by a pro-Japanese Government. Several members of 
the Government, high officers in the Army and leading members of the 
Mongolian OGPU were in Japanese pay. Five members of the Gov- 
ernment and various officers in the Army and members of the OGPU 
were decapitated. The position of the Government is now secure. 

During my visit the Mongolian Republic again asked to be admitted 
to the Soviet Union. The Soviet Union refused the request as it has 
refused in the past a half dozen similar requests because we do not 
wish at this moment to frighten various foreign countries by an 
action which will certainly be called ‘Bolshevik imperialism’. We 
greatly prefer the present situation in Mongolia. We have our repre- 
sentatives in the Government, the Army and the OGPU and in reality 
completely control the Government. The Mongolian Government 

# Not printed. 
* TL. M. Karakhan, former Soviet Assistant Commissar for Foreign Affairs.



THE FAR EASTERN CRISIS 233 

a number of times has desired to introduce communism but in every 
case we have advised the Government to refrain from communist. 
measures because in a country of nomads communism is an absurdity. 
There is but one factory in the whole of Mongolia, a textile mill with 
700 employees. We hope that the Mongolian Republic will continue 
indefinitely as a ‘petit bourgeois’ state under our control.” 

BuLiitr 

893.01 Manchuria/1149 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 3, 1934—11 a. m. 
[Received 11:50 a. m. | 

835. British troops in summer camp at Shanhaikwan are accus- 
tomed annually to hold maneuvers north of the Great Wall in an 
area which was always regarded as part of Hopei Province. While 
holding maneuvers there last month the British Military Attaché 
received a written communication from Colonel Giga, Chief of the 
special mission of the Kwantung Army at Shanhaikwan; concur- 
rently head of the “Manchukuo” Foreign Affairs office at Shanhai- 
kwan, asking that thereafter they should obtain the permission of © 
the Kwantung Army before holding maneuvers north of the Great 
Wall (which the Japanese regard as the southern boundary of 
“Manchukuo”). Basing their position on the protocol of 1901® 
and related agreements and the fact that the area concerned has been 
regarded as part of Hopei Province and not part of Manchuria, the 
British military authorities are reported to have no intention [of] 
accepting Japanese position but to have replied to effect that they 
would be glad to supply the Kwantung Army with a schedule of 
intended maneuvers as a matter of courtesy. The matter rests here 
for the time being. British apparently anticipate that Japanese will 
not press their point. 

It is understood that French and Italian forces in summer camps 
at Shanhaikwan received similar communications from Colonel Giga 
but so far have taken no action. : 

American forces in summer camp at Chinwangtao are not involved 
in the matter and, with the Legation, will carefully abstain from being 
drawn into the controversy. 

It is feeling here that Japanese military needlessly and tactlessly 
created a difficult situation which although it will probably be settled 
amicably will not increase good will towards Japanese or effect any 
improvement in the international status of “Manchukuo”. 

J OHNSON 

*° Foreign Relations, 1901, Appendix (Affairs in China), p. 312.
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793.94/6766 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 3, 1934—4 p. m. 
[Received August 8—12: 14 p. m.] 

338. The First Secretary in charge of the Japanese Legation here 
informed an officer of this Legation this morning in confidence that 
he has been officially informed by Japanese authorities in Central 
China that General Huang Fu, who has been absent in Central China 
since early April, has decided not to resign and will resume his 
duties at Peiping by the latter part of this month. Japanese Secre- 
tary of Legation stated that Huang’s decision to return was largely 
influenced by the outcome of recent informal Sino-Japanese conver- 
gations at Dairen, which dealt only with questions of administration 
of the demilitarized zone and which resulted in settlement satisfac- 
tory to both sides as follows: 

(1) replacement by Chinese police of “Manchukuo” forces now 
guarding the Manchu tombs near Malanyu; 

(2) control of undesirable Japanese and Koreans in the demili- 
tarized zone by a system of permits of residence; and 

(3) promise of Japanese to withdraw their forces remaining south 
of the Great Wall as soon as quarters north of it are ready. 

Those questions which remain unsolved include, 

(1) the number and arms of Chinese police to be permitted in 
the demilitarized area, and 

(2) the disposal of certain renegade Chinese forces in Chahar. 

Although the concessions made by the Japanese military are slight, 
they have apparently helped (together with the urgings of Chiang 
Kai-shek and Wang Ching-wei) to convince Huang Fu that his re- 
turn to Peiping may improve Sino-Japanese relations. The leniency 
of the Japanese military would seem to arise from the belief that minor 
concessions will so improve the feeling of the Chinese that subsequent 
agreement with regard to questions of a more important character 
will be facilitated. Huang Fu’s return should do much to maintain 
the present calm in Sino-Japanese relations. 

Tokyo informed by mail. 

| | J OHNSON 

693.0023/60: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 7, 1934—4 p. m. 
[ Received August 7—10: 55 a. m.] 

345. The Legation is reliably informed that a Chinese customs of- 
fice will be opened about the middle of August at Kupehkow near the
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. Great Wall and that subsequently preparations for opening customs- 
houses at five other passes will be made; the primary purpose is to 
prevent smuggling. It is anticipated that revenues will be unim- 
portant because poor transportation facilities render commerce under 
the passes of the Wall other than at Shanhaikuan difficult. No ex- 
port duty will be levied and import duty will be charged only on goods 
not of Manchurian origin in order to indicate that Manchuria is still 

a part of China. 
J OHNSON 

894.8591/5 

Report by the Vice Consul at Kobe (McClintock) * 

| Kose, August 14, 1934. ] 

THE STRATEGICAL VALUE OF JAPAN’S NEw MERCHANT FLEET 

Since October, 1932 there have been laid down in Japanese dock- 
yards thirty-one of the fastest merchant vessels in the world. ‘Twenty- 
seven huge motor freighters have either been ordered or built for the 
trade to New York alone which are the fastest cargo ships on any 
ocean. These Japanese vessels operate to the Pacific Coast at a speed 
greater than that of any transpacific liners under the American flag 
save only four. Japan has fifty-four merchant vessels in the Pacific 
trade which are capable of speeds of eighteen knots or over. The 
United States has twenty-five such ships. There is no freighter in 
the American register which can even approximate the speed of these 
Japanese cargo vessels. There is no unit of fleet train in the United 
States Navy which they could not leave far astern. While American 
Navy tankers lumber along at from 12 to 14 knots and American naval 
supply ships have a maximum speed of 12 knots, the Japanese Navy 
has at its disposal potential tankers and supply vessels of 18 knots. In 
a Pacific conflict involving two large fleets, both remote from bases, 
the possession of fleet train capable of keeping up with the combatant 
units might mark the difference between victory and defeat. 

While this paper is concerned with the military and naval implica- 
tions of the new Japanese merchant fleet, it must be recognized at 
the beginning that the primary impetus for the subsidized construc- 
tion program which resulted in these new ships was more commercial 

than strategical. Japanese shipyards were at a low ebb of activity 
in 1932 when the Ship Improvement Law was passed and the mer- 
chant marine was burdened with an incubus of obsolete tonnage. Fur- 
thermore, the Osaka Shosen Kaisha had just shown the way to a new 

* Approved by the Consul at Kobe; copy transmitted to the Department August 
15; received October 4. 
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and lucrative trade by laying down huge 18 knot freighters for the - 
silk trade to New York, which formerly had gone by rail across the 
United States. The other Japanese lines in the New York trade were 
quick to follow suit. The Ship Improvement Law, therefore, was the 

, outcome of combined pressure from the dockyards, the steamship op- 
erators and the Navy, which saw in the building of the new fleet the 

| significant possibilities of such potential units of fleet train. 
The Ship Improvement Law which went into effect in October of 

1932 provided for the subsidized construction of 200,000 gross tons of 
freighters in return for the scrapping by owners of 400,000 gross tons 
of vessels more than twenty-five years old. The subsidy paid by the 
Imperial Government was ¥54 per gross ton for vessels of 18 knots 
and over, ranging down to ¥48. Although not so provided in the 
law, the propelling units of all the ships laid down under its terms 
were diesel motors, with the exception of one vessel fitted with geared 
turbines. 

Although the Ship Improvement Law of 1932 contemplated a two 
year program terminating in 1935, there was such a rush of appli- 
cants for subsidy that the project was brought to completion within 
eighteen months. The results of the law may be summarized as 
follows: 

Unit Global Total 
No. of Tonnage Tonnage Subsidy Speed 

Line Ships Gross Gross Yen Knots 

Nippon Yusen 6 7, 300 43, 800 2, 365, 000 18 
Kaisha 

Mitsui Bussan 6 6, 233 37, 400 1, 978, 000 18% 
Kaisha 

Toyo Kisen 4 7, 8300 29, 200 1, 460, 000 16 
Kaisha 

Osaka Shosen 3 4, 400 18, 200 660, 000 16 
Kaisha 

Kokusai Kisen 3 6, 966 20, 900 1, 128, 600 18% 
Kaisha 

Tino Shoji 2 9, 937 19, 875 1, 073, 000 18 
Kaisha 

Kinkai Yusen 2 4, 400 8, 800 440, 000 16 
Kaisha 

Takachiho Kisen 1 6, 800 6, 800 340, 000 18 
Kaisha (0. 8S. K.) 

Shimatani Kisen 1 4, 600 4,600 220, 000 15 
Kaisha 

Azuma Kisen 1 4,185 4,185 209, 250 16 
Kaisha 

Shinko Kisen 1 6, 400 6,400 . 320, 000 16 
Kaisha 

Yamamoto Kisen 1 4, 150 4, 150 207, 500 16 
Kaisha 

Total: 31 199,310 10, 401, 350 

All of the vessels built as indicated above were motor cargo ships 
with the solitary exception of the Takachiho Maru, constructed osten-
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sibly for the “Takachiho Kisen Kaisha” which was in reality Osaka 
Shosen Kaisha. This vessel, although receiving a subsidy of ¥50 
which called for 16 knots, is capable of 18 knots on geared turbines 
and is engaged in the express service to Formosa. ‘T'wo tankers were 
included in the subsidized construction program—those built for the 
Tino Shoji Kaisha. This firm has relations of peculiar intimacy with 
the Japanese Navy and its home office is at Maizuru, the principal naval 
base on the Sea of Japan. The writer would regard these two phe- 
nomenally swift tank ships as having been built at the direct instance 

of the Imperial Navy. 
The six express freighters for Nippon Yusen Kaisha and the Mitsui 

Bussan fleet of equal speed will be allocated to the Atlantic Coast trade, 
carrying silk out and cotton home. The three 1814 knot Kokusai 
ships will join the present fleet of four 18 knot freighters in the same 
run. The four Toyo Kisen boats will be operated by Yamashita Kisen 
Kaisha of Kobe in the transpacific trade. The vessels built for Osaka 
Shosen Kaisha and Kinkai Yusen Kaisha, a subsidiary of N. Y. K., 
will be devoted to the near-seas service. The other vessels listed are 

for general trading. 
Mention must be made of the New York express fleet composed of 

eight large motor freighters which Osaka Shosen Kaisha brought out 
between 19380 and 1933. All are of approximately 8,500 gross tons, 
powered by M—A-N, Sulzer and Burmeister and Wain diesels and 
capable of a sea speed of 1814 knots. These vessels maintain a fort- 
nightly service to New York of a 28 day passage, although they have 
made and can make the trip in 25 days. Kinat Maru of this remark- 
able fleet established a record in 1930 between Yokohama and Los An- 
geles of 11 days, 614 hours, which is faster than the transpacific time 
of any American mail liner under subsidy from the United States Gov- 
ernment. The eight O.S. K.’s would provide army transports or navy 
supply vessels unrivalled on any ocean. 

One other fleet of swift diesel-driven ships which operates trans- 
pacific is that of the new Kobe shipping firm, Daido Kaiun Kaisha. 
Its five vessels were not built under subsidy, nor do they earn a service 
subsidy from the Ministry of Communications, but they are recently 
built and are capable of a sea speed of 16 knots. 

It should be pointed out that the gross tonnages indicated above 
underestimate the actual carrying capacity of the ships. These ves- 
sels are powered by motors and many are of the shelter deck type, with 
the result that the gross tonnage is lower in proportion to the actual 
deadweight carrying capacity than might otherwise be imagined. For 
example, the newest Kokusai freighter, Kiyozwmi Maru, has a gross 
tonnage of nearly 7,000, but her deadweight capacity is 10,000, as cal- 
culated by Lloyd’s Agent at Kobe. Like her sisters, Kiyozwmi Maru 
is capable of 18.75 knots.
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| Such is the new fleet of Pacific merchantmen evoked by the construc- 
| tion bounty policy of the Japanese Government. ‘The ships are as- 

tounding because of their combination of size and speed. One other 

astounding thing is that so little inducement resulted in such phenom- 
enal results. The subsidy of ¥54 per gross ton for a vessel of 18 
knots amounts to only 12.6% of the cost per gross ton. It is an actual 
fact that Kokusai Kisen Kaisha was quoted lower figures by British 
yards than Japanese yards could offer. It was only the policy of the 
Government to prohibit the importation of foreign-built ships, plus 
this very modest bounty of ¥54 per ton which made the differential 
favorable to Japanese yards. The American Jones-White Act ® 
provided our own ship owners with 75% of the cost of construction 
in the form of loans at the lowest rate of interest ever offered by the 
Government. The Japanese law gave but 12.6% of the cost of these 
new ships. 

It is the opinion of the writer that the primary reason for the con- 
struction of this great new fleet was the desire of the Japanese steam- 
ship companies to take over the trade between East Asia and the 
Atlantic Coast of the United States. Nippon Yusen Kaisha, Osaka 
Shosen Kaisha, Kokusai Kisen Kaisha, Kawasaki Kisen Kaisha and 
Mitsui Bussan Kaisha have divided the American silk trade between 
them. They have encroached vastly upon the trade between America 
and the Philippine Islands. Within a year there will be twenty-seven 
Japanese motor freighters in the trade through the Panama Canal, 
each carrying up to 10,000 deadweight tons at a speed never before 
approached by cargo ships. All are able to do between 18 and 19 knots. 
There are but two American vessels in service to the Orient which could 
even keep up with these ships. There are no other freighters in the 
world as fast. 

The fact therefore emerges that, conceded the point that the prin- 
cipal reason for such a fleet was commercial, these ships have remarka- 
ble strategical value. It was perhaps only a coincidence that the sub- 
sidized construction program was to have been completed in 1935, 
when the so-called “Crisis of 1935” was to be expected. It is perhaps 
another coincidence that the continuation of this program, calling 
for the building of 500,000 gross tons of new ships over a five year 
period, is scheduled to start in 1936, when there will supposedly occur 
the “Crisis of 19386”. It is no coincidence at all that the Japanese 
Navy has been indefatigable in urging the adoption of these construc- 

tion programs and that the Japanese Army has strongly seconded its 
demand. 

* Approved May 22, 1928; 45 Stat. 689.
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The Japanese Navy has felt the need of faster units of fleet train. 
Most of the Japanese tankers of the Motoro* and Shiretoko class can 
not do better than 12 knots. Only one Japanese Navy tanker can make 
15 knots—the Kamoz of 19,550 displacement tons. The Navy’s two 
colliers have a speed of 1214 knots; its destroyer tenders can make 
between 13 and 16 knots. In other words, faced with the possibility 
of extensive fleet action remote from bases, the Japanese Navy found 
that its fuel and supply ships could not keep up with the fleet. An 
identical situation, incidently, faces the American Navy. The differ- 
ence is that the Japanese Navy now has available cargo ships of 
large tank capacity which can keep up with the fleet. The American 
Navy has tankers of the Rapidan class that can not move more swiftly 
than 1014 knots and tankers of the Brazos class that can scarcely 

better 14 knots. Most of our supply ships make 11 knots. The 
American freighters in the transpacific trade, many of them receiving 

fat subsidies, could not do better than 15 knots on a flat sea with a 
following wind. 

The naval and military value of the new Japanese motor freighters 
will be made more evident upon examining their specifications. The 
twenty-seven express ships in the New York service of Osaka Shosen 
Kaisha, Nippon Yusen Kaisha, Mitsui Bussan Kaisha and Kokusai 
Kisen Kaisha, some of which are still building, are so nearly alike in 

dimensions and power that it is possible to quote approximate sta- 
tistics on a fleet type. It must be borne in mind, however, that the 
eight O. S. K. ships are from 1,000 to 2,000 gross tons larger than 
the other vessels under reference. The following figures describe, 
therefore, the general type to which all twenty-seven ships conform. 

Average gross tonnage . ............. +. 4,300 
Average deadweight tonnage ......... =.=. =. 10,000 
Average length ... 2... 2... ee ee ee ee 450 feet 
Average beam. . . 2... 2 1 ee ee ee ee ee 60 feet 
Average depth ...........2.-2.50+8 228. 39 feet 
Average draft. . 2... 1 ee eee ee ee eee) 28 feet 
Average bale capacity .........4.+.... . 14,500 tons 
Average deep tank capacity. ........... . 1,000 tons 
Propulsion units: 2-cycle, airless injection M-—A-N’s; 4-cycle Bur- 

meister and Wains; 2 and 4-cycle Sulzers, all of 
around 6,500 to 7,000 1. h. p. 

Speed ........... . 18-19 knots 
Cruising radius (est.). . . . . . 15,000 nautical miles at 16 knots. 

In profile these ships would for the most part appear as shelter deck 
vessels with raised forecastles and an unbroken sheer to the stern, ex- 
cept for a central house which consists of two decks surmounted by 

*Notoro is now an aircraft tender. [Footnote in the original.]
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bridge and funnel. Cruiser and counter sterns appear to be about 
equal in number. There are a few three islander types in the fleet, 

notably the new M. B. K. boats. 
It does not require a professional eye to discern from the above 

figures why such vessels are of value to the Japanese Army and Navy. 
The combination of great cargo capacity and large fuel and deep 
tanks with wide cruising radius and, above all, astounding speed, make 
these craft without peer for military and naval supply ships, trans- 
ports or emergency tankers. Perhaps even more important would be 
the value of these ships in transporting food, fuel and munitions at 
express speed to a beleaguered country at war. These ships are as 
much a “life line” to an island Empire as certain of the continental 
“life lines” more generally associated with that term. 

| There is, however, one grave strategical defect which has been 
permanently built into these vessels. The greatest mineral resource 
of Japan is coal. The one fuel upon which Japan might rely during 
a period of extensive blockade is coal. Fast steamers can be trans- 
formed from oil burners to coal burners in a week, but a motor ship 
remains a motorship and can burn but one kind of fuel—oil. 

There are beyond doubt immense supplies of oil in reserve for the 
account of the Japanese Navy. The recently passed Oil Control Act 
further increases the potential supply by its requirement that im- 
porters and refiners of petroleum must keep constantly in storage oil 
to the amount of half their annual importation. In other words, in 
the event of a blockade Japan would have a six months’ supply of 
petroleum on hand before even touching its emergency reserve. These 
facts mitigate but do not remove a weakness which, in the writer’s 
opinion, might easily be made fatal by the successful previous loca- 
tion and later destruction of oil reserves by aerial attack. Oil is stored 
in tanks or subterranean reservoirs and either is vulnerable to bombing. 

The great defect of these extraordinarily swift ships is that they 
can not utilize the natural fuel of Japan. Proper strategy would 
indicate that the line for Japan to follow would be in the perfection 
of superheated steam giving impulse to geared turbines and motivated 
by pulverized or colloidal coal. Two fine Japanese liners are fitted 
for pulverized coal and utilize exhaust turbines, but no notice was 
evidently taken of Nagoya Maru and Johore Maru, for the Japanese 
yards have gone over practically entirely to the building of diesel 
motors. Irrespective of the question of efficiency of motor propulsion, 
the strategical weakness remains and should be remembered. 

Another but far less important drawback to the strategical value 
of these new vessels is that most of them are to be placed in the trade 
to the Atlantic Coast of the United States. A sudden emergency in 
a certain quarter would cut off half these vessels on the eastern side
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of the Panama Canal. There is consequently provided a highly 
interesting barometer as to conditions leading to peace or war in Japan. 
Certainly the Japanese General Staffs will not wish to lose a dozen 
valuable units of train if it can be avoided. Therefore, should there 
become evident a diminution of sailings of these new ships to the 
Atlantic Coast and a concentration in the Pacific it might be possible 
to see beyond the effect to the cause. 

Despite such objections, however, and despite the fact that the Jap- 
anese deep sea services are if anything over-tonnaged and the coast- 
wise services greatly in need of new bottoms, the subsidized construc- 
tion program of 1932 will not only be continued but greatly expanded. 

Sponsored by the Saito Cabinet and vigorously. urged by the dock- 
yards, the shipping companies and the Navy, a plan was evolved for 
the laying down of 500,000 gross tons of new ships over a period of 
five years in return for the scrapping of an equivalent amount of 
obsolete ships. The Okada Cabinet took over the project from the 
preceding government in its entirety, although as approved by the 
joint commission representing the Government, the ship builders, the 
steamship operators and the Navy the plan calls for a reduction in the 
bounty to ¥48 per gross ton. It appears at this date that the approval 

of the Diet to the draft bill is an almost foregone conclusion. One 
significant change in the proposed new program is that it will pro- 
vide for the construction of passenger liners as well as cargo ships. 
It is understood that the Navy is particularly interested in the build- 
ing of fast liners which might be converted into merchant cruisers in 
the same manner as the American liners built under the Jones-White 
Act can be converted. If the five year building program is made effec- 
tive by the Diet it will cost the Government ¥4,800,000 a year from 
fiscal 1935-86 for the succeeding five years, or a total of ¥24,000,000. 
100,000 gross tons of new ships will be laid down each year. 

Whereas the first construction program of 200,000 tons was of a 
commercial character, this second program is seemingly dictated by 
considerations of strategy. Most of the deep water trades operated 
by Japanese lines are served with tonnage laid down since the War. 
There is no crying need for new bottoms in the foreign trade. Nippon 
Yusen Kaisha will doubtless want several new liners for the European 
and Australian runs, but otherwise there is no particular place for 
new liner tonnage. It is certain that the Navy is not interested in the 
building of little coasting boats, although the Army would probably 
be pleased to see the construction of small ships suitable for opera- 
tions across the Sea of Japan. The only remaining conclusion, there- 
fore, is that the second and greater construction program will be 
more for military than for economic ends. It would be an interesting 
speculation to wonder if the Japanese Government is encouraging the
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building of merchant ships as replacements for existing vessels which 
might presently be lost other than by shipwreck and storm. 

Should Japan carry out the second construction program under the 
same terms as the first it would have more than seventy new merchant 
vessels of 7,000 gross tons and of the same excessive speed. As has 
been pointed out, there are already built or building fifty four com- 
mercial ships under the Japanese flag on the Pacific which can make 
18 knots or over. In the event of conflict it is not difficult to perceive 
the uses to which this great fleet would be put. The three great Nippon 
Yusen Kaisha liners of 17,000 gross tons, with a reputed speed of 21 

. knots (the writer would not credit them with anything over 19) would 
serve as express transports or merchant cruisers. The three 11,600 
gross ton N. Y. K. liners in the North Pacific service would be used 
for cruiser or transport work, as would the swift O. S. K. Dairen 
liners, Ussurt Maru and Ural Maru. The China Sea liners Shanghai 
Maru and Nagasaki Maru, the fastest ships in the merchant marine, 
would be used for convoy duty as converted cruisers. Such vessels as 
the old ex-Italian liners Yamate Maru and Asahi Maru, as well as the 
former German liner 7’aiyo Maru and the N. Y. K. South American 
motorship Heiyo Maru would be devoted to transport service. The 
thirty-one express ships built under the subsidized construction pro- 
gram, as well as the eight 1814 knot O. S. K. New York ships and the 
new fleet. of Daido Kaiun would be allocated to purposes of fleet train 
and to the carrying of war supplies from abroad at maximum speed. 

On the American side of the Pacific the picture is not so encourag- 
ing. While the Japanese Government subsidizes the construction of 
19 knot motor ships, the American Government subsidizes three 
antique banana boats, built almost a generation ago and incapable of 
a speed in excess of 14 knots. While the Japanese merchant marine 
is implemented with freighters which can beat our passenger liners, 
the United States subsidizes cargo boats in the Oriental trade which 
could not better 15 knots even if towed. While the Dollar Line 
receives a subsidy of $4,733,232 a year it finds it impossible to replace 
a fleet which is steadily deteriorating. In the event of conflict the 
only ships upon which the American Navy could rely would be the 
eight 535’s of the Dollar Line, still able to turn out from 17 to 18 knots, 
the Hoover and Coolidge, which have made 22 knots, the three magni- 
ficent Oceanic liners, Monterey, Mariposa and Lurline, all of 22 knots, 
the Matson liner Malolo of 21 knots, the old and uneconomical 
H. F. Alexander of 21 knots, the three Panama Pacific liners of 
20 knots, the four new Grace Santas of 17 knots and the three new 
United Fruit liners on the West Coast run, which could do 18 in a 
pinch. We have no fast cargo ships per se. We have no fast tankers. 

We have in the Navy itself no fast fleet train.
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In summary, therefore, it will be perceived that in response to the 
demand of dockyards, shipping companies and the Imperial Navy the 
Japanese Government subsidized the construction of 200,000 gross 
tons of extraordinarily fast motor cargo liners. It appears probable - 
that the program will be extended to the building of 500,000 additional 
gross tons in the next five years. With twenty-seven motor cargo 
ships built or building which can make from 18 to 19 knots and with a 
total of fifty-four ships on the Pacific capable of 18 knots or over, 
it has been seen that the Japanese Navy has been provided with 
unequalled potential fleet train. The new ships might instantly be 
used as supply vessels or tankers for a fleet, as transports for the 
Army or as a vital line of communications, an essential artery, bringing 

to Japan munitions, oil and supplies. 
In the forthcoming negotiations between the great naval powers the 

strategical value of the new merchant fleet of Japan should not be 

forgotten. — 

893.71 Manchuria/72 

The Secretary of the American Delegation at Geneva (Reber) to the 
Secretary of State 

| Geneva, August 16, 1934. 
[Received August 24.] 

Sir: I have the honor to refer to the Note of July 19, 19384 ad- 
dressed to the Secretary-General of the League of Nations containing 
the reply of the American Government to the League circular letter 
No. 92 of June 4, 1934,” transmitting a circular of the Advisory Com- 
mittee on the Far Eastern situation relating to the question of postal 
traffic in transit through Manchuria. 

The Acting Chief of the Political Section of the League informs 
me that the Secretariat hopes to publish a digest of the replies re- 
ceived to this circular in time to be circulated during the forthcoming 
session of the Assembly next month. It appears that the circular 
letter was addressed to States Members of the League not represented 
on the Advisory Committee and to the United States of America 
and the U. S. S. R. with the request that the Secretary General be 
informed whether these governments are prepared to comply with the 
recommendations embodied in the Report of the Advisory Committee. 
States Members of the League represented on the Committee received 
a copy of the Advisory Committee’s Report under cover of a memo- 
randum which did not call for a reply unless the particular govern- 

© Ante, p. 223. 
No. 92 not printed.
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ment did not accept the recommendations of the Advisory Committee. 
In the report which is to be published a description will be given 
of the two types of letters addressed to the governments with the 
explanation that governments represented on the Committee were 
not asked to reply unless they disagreed with the recommendations. 
Up to the present time no dissenting reports have been received from 
any of the governments. Those States which have replied, including 
Russia, have stated that they are prepared to conform to the recom- 
mendations of the Advisory Committee. 

The Secretariat requests permission to include in its summary the 
reply of the American Government and would appreciate it if a 
telegraphic reply could be sent to this despatch in order that the 
summary may be published early in September. 

Respectfully yours, SAMUEL REBER 

793.94/6783 

The Minister in China (Johnson) to the Secretary of State 

No. 2906 Prreine, August 16, 1934. 
[Received September 8. ] 

Sir: I have the honor to report the substance of a conversation 
which a member of my staff informs me he had on August 13, 1934, 
with an official of the Japanese Foreign Office with regard to Japa- 
nese intentions toward North China. The comments of this official 
impress me as the frankest (and at the same time as a responsible) 
exposition of Japan’s aims in this regard which has come to my at- 
tention for some time. 

The official is Mr. Hagiwara, one of the five officers of that section 
of the Bureau of Asiatic Affairs of the Japanese Foreign Office which 
deals with questions relating to China Proper. I am told that Mr. 
Hagiwara is a young man of above-average intelligence who is in- 
tensely interested in and has a thorough knowledge of conditions in 
the Far East. He left Tokyo on July 17 for a 45 day tour of Man- 
churia and North and Central China, in connection with his official 
duties. : 

Mr. Hagiwara stated that two plans with regard to the future of 
North China are at present the subject of deep discussion between 
the Japanese Foreign Office and the Ministry of War, the primary 
object of either plan being the safeguarding of the existence of “Man- 
chukuo”. The plan which the military are in favor of envisages a 
North China which would be practically independent but which would 
be nominally under the control of Nanking. (Mr. Hagiwara insisted 
that it would be more than “nominally” under Nanking, but was
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unable to make clear in what respects it would be so.) Under this 
plan, according to Mr. Hagiwara, a situation would be created in 
North China which would be similar to that suggested solution of 
the Manchurian situation which foreign powers at one time urged 
following Japanese occupation of that area. Through this regime 
in North China, the Japanese would attain their ends with respect 
to China. The other plan (which inferentially may be considered 
as looked upon favorably by the Foreign Office) is to have North 
China come as effectively under the authority of the Nanking Gov- 
ernment as is the territory in the Yangtze Valley. It is presumed 
that, 1f this were successfully carried out, the Japanese anticipate 
that, in return for their assistance in rendering it effective, the Nan- 
king Government would give to the Japanese what they want. 

Mr. Hagiwara stated that the aims of the Japanese with respect to 
North China are to obtain favorable settlement of such questions as 
through postal facilities via Shanhaikuan and the establishment of 
Sino-Japanese economic cooperation in North China, the latter in- 
cluding the development of cotton production and the building of 
two railways, namely one from Taku, below Tientsin, to Shihkiach- 
wang, on the Peiping—Hankow line (which would render easier access 
to the Shansi coal fields) and one from Tsinan, the terminus of the 
Tsingtao—Tsinan line, westward to Shunteh on the Peiping—Hankow 
line. He stated emphatically that the Japanese were not at all inter- 
ested in a westward extension of the Peiping—Suiyuan Railway, such 
an extension being regarded as unprofitable. They would, however, 
like to have air communication established between North China and 
“Manchukuo”. Mr. Hagiwara said that the economic penetration 
of North China desired by Japan was no more than that described 
above, and that no Government in Japan could satisfy the people of 
Japan with anything less than that. He added that an area one 
or two miles in width along the “Manchukuo’—China border, where 
troops would not be permitted, would also be necessary and that, in 
case the second plan were put into effect, there would have to be some 
agreement with Nanking as to the number of Chinese troops which 
might be stationed in North China. 

It was evident that Mr. Hagiwara regards the question of eco- 
nomic penetration into North China as of vital importance. With 
regard to what Japan expects to gain from “Manchukuo”, he was 
pessimistic, saying that all that the Japanese hope to gain is enough 
to pay for the upkeep of the army there. 

Mr. Hagiwara stated that the Japanese authorities would welcome 
the cooperation of foreign capital in the development of North China. 
When it was suggested to him that foreigners might hesitate about 
investing, believing that North China might go the way of “Manchu-
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kuo”, he replied that that would not occur, that the Japanese Govern- 
ment would guarantee that its ambitions with respect to North China 
were not political. When it was recalled to him that the Japanese 
Government had given similar guarantees at times during the period 
when the Japanese army was radiating outward from the Manchuria 

. Railway Zone toward the boundaries of what is now known as “Man- 
chukuo” but that those guarantees had failed, he admitted, with re- 
gret, that that was so, but insisted that in those instances the Govern- 
ment should have never given such guarantees as they could not be 
upheld, whereas now such guarantees could be safely given because 
the military was satisfied that “Manchukuo’s” boundaries should not 
be extended south of the Great Wall. 
When questioned with regard to his opinion as to whether the 

Nanking Government could give the Japanese what they want and 
survive, he replied that, if Japan does not receive what it wants 
(meaning the matters outlined above), then “we do not know what 
our navy will do. We do not control the navy.” He admitted that 
the collapse of the Nanking Government as a result of Japanese pres- 
sure would very likely result in a chaotic situation seriously adverse 
to Japan’s economic relations with China; but apparently he regarded 
this as less important than the effect in Japan of a failure to put 
through the Japanese program. He was emphatic in stating that 
political control of North China by Japan was not desired and in this 
connection said that at present the high positions in the Japanese 
Army are held by conservative military officers, the reactionary officers 
having been gradually replaced as a result of transfers effected during 
recent months. It was his opinion, however, that if neither of the 
above-mentioned plans were to succeed, then that part of the Japanese 
military—now a small minority—which would like to see North China 
a completely independent state might be able to make its desire 

effective. 
Throughout the conversation Mr. Hagiwara exhibited a sincere 

desire to see the relations of Japan with China and of Japan with the 
United States improve. But it-was evident that, regarding Japan’s 
future as absolutely dependent upon Japan’s “economic” expansion, 
he could not approve of any measures to improve those relations at 
the expense of what he regards as Japan’s legitimate and necessary 
expansion. It was also evident that he was honestly unable to regard 
as reasonable the attitude of the United States toward Japanese ex- 
pansion, a view which, as Mr. Hagiwara is an intelligent man, may be 
regarded as being shared by many other intelligent Japanese. 

Before concluding this despatch, I should like to refer to the Lega- 
tion’s despatch No. 2557 of February 22, 1934," in which was given 

™ Ante, p. 46. som
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information obtained from a well-informed Chinese source to the 
effect that the Japanese authorities had made one proposal and two 
threats to a “personal representative” of General Huang Fu. The 
proposal was that Japan would support Generals Chiang Kai-shek 
and Huang Fu in all ways necessary in return for certain concessions, . 
and the threats were that, failing Chinese compliance with this pro- 
posal, the Japanese would attempt to put North China under the 
nominal control of a North China general and that, failing this, more 
strenuous action would be taken. The two plans and the possible 
alternative described by Mr. Hagiwara follow in general lines the 
proposal and two threats referred to. The fact that the Japanese 
Ministry of War is at present in favor of a North China only nomi- 

nally under Nanking’s control would seem to indicate that the 
Japanese military is becoming, or has become, convinced that a 
policy of cooperation with the Nanking Government will not bring 
about the desired results. 

In view of what Mr. Hagiwara has said, it would seem probable that 
the conversations, which have been in progress at Kuhng during the 
past few days between such high officials as General Chiang Kai-shek, 

General Huang Fu, and Dr. H. H. Kung, have been concerned, at least 
in part, with the attitude which the Nanking Government should 
adopt toward these plans. It would also seem probable that Japan’s 
future course with respect to China will be considerably infiuenced 
by the outcome of these conversations. | 

Respectfully yours, Nxtson TRUSLER JOHNSON 

500.A15a5/182 

The Minister in China (Johnson) to the Secretary of State 

No. 2907 Perrine, August 16, 1934. 
. [Received September 8. ] 

Sir: I have the honor to report statements made on August 138, 1934, 
to a member of my staff by Mr. Hagiwara, an officer of the Asiatic 

_ Bureau of the Japanese Ministry for Foreign Affairs, now on tour in 
China, with regard to the Japanese attitude toward the next naval 
disarmament conference. It is thought that his views may be of 
interest as it is probable that they are also the views of other members 
of the Japanese Foreign Office. 

Mr. Hagiwara stated that the reason why the Japanese are strongly 
opposed to the settlement of naval armaments on a ratio basis is 
wholly one of national pride. When he has, in friendly conversation 
with Japanese naval officers, asked them what ratio they feel would be 
adequate in case of a combined Anglo-American attack on Japan, 
they have replied that ratios would have no significance in such a case
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and have countered with the rhetorical question of what difference in 
significance could, for example, a ratio of 10:7 or 10:6 have in such 
an eventuality. In short, it is the feeling of being placed in an 
inferior position by the employment of ratios which is repugnant to 
the Japanese. When asked what plan would be acceptable to them, 
Mr. Hagiwara replied that the abolition of battleships would be a 
satisfactory solution. ‘This would avoid the need of ratios and would 
render each nation safe from attack. He added that it was incredible 
that, in case this plan were adopted, the Japanese would build large 
numbers of small vessels. When asked whether he believed that such 
a plan would be acceptable to Great Britain from the point of view of 
the requirements for the defense of her scattered empire, Mr. 
Hagiwara merely reiterated that this plan would be a satisfactory 
solution of the disarmament question. 

Mr. Hagiwara stated that the Japanese are unyieldingly opposed 
to the introduction of political questions in connection with the next 
naval disarmament conference. This attitude, he said, has a sound 
basis in historical fact, having its origin in the conclusion of the Nine 
Power Treaty and the Shantung Settlement.’? The purpose of the 
powers, other than Japan, in drawing up the Nine Power Treaty, he 
went on to say, was twofold. One was to establish a sort of peace 
machinery, which had, however, failed to bring about effective co- 
operation among the powers with respect to developments in the Far 
East. ‘The other was to prevent Japanese expansion, of which there 
had been unfortunate examples within the few years preceding the 
Washington Conference. The Japanese people are convinced that 
Japan must expand, and as the introduction of political matters into 
the naval disarmament conference of 1922 resulted in a blocking of 
this expansion, they do not wish to have a similar experience issue 
from the next conference. 
With regard to the settlement of the Shantung question, Mr. Hagi- 

wara said that it was a fatal error to have had this take place at 
Washington with foreign observers present. It ought to have taken 
place either in Japan or China without foreign observers. Although 
such an arrangement would have been disagreeable to the Powers 
because it would have brought results more favorable for Japan, yet 
this fact would have been greatly outweighed by the fact that China 
would not then have developed the conviction that, in case of difficul- 
ties with Japan, all she has to do to get what she wants at the expense 
of Japan is to obtain the participation of the foreign powers in a 
settlement. The Japanese people, Mr. Hagiwara concluded, are con- 
vinced that it was the method of the settlement of the Shantung 

“For treaty between China and Japan, signed at Washington, February 4, 
1922, see Foreign Relations, 1922, vol. 1, p. 948.



THE FAR EASTERN CRISIS 249 

question which created this conviction in the Chinese and that this 
attitude on the part of the Chinese was the factor primarily respon- 
sible for the eventual seizure of Manchuria by the Japanese military. 
The effect of the Shantung Settlement on the Chinese has increased 
Japanese opposition to the introduction of political questions relating 
to China at the next naval disarmament conference. 

Respectfully yours, NE son TRUSLER JOHNSON 

893.71 Manchuria/71 : Telegram 

The Consul at Tientsin (Atcheson) to the Secretary of State 

Trentsin; August 17, 1934—3 p. m. 
[ Received August 17—10: 30a. m. | 

My July 2,9 a. m., July 3,3 p. m.” and subsequent despatches. 
1. Reliably informed first of new Chinese customs stations along 

Great Wall will be opened tomorrow, others to open shortly thereafter. 
2. European and Siberian mails continue to be transported hither 

on through trains and accepted by Chinese postal agents at Shanhai- 
kuan but none other than mails for railway zone being despatched to 
Manchuria. Conference of Chinese Postal Commissioners at Nan- | 
king has been called for September 1, but no settlement of question 
of postal relations or questions relating to Luantung demilitarized 
area can be expected before Huang Fu’s return to north with sufficient 
authority and backing to carry on conclusive negotiations. 

3. Copy to Legation by mail. 

| ATCHESON 

702.4193 Manchuria/7 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, August 21, 1934—4 p. m. 
[Received August 21—9: 05 a. m.] 

372. Following from American Consul at Mukden: 

“August 20,11a.m. Yesterday afternoon riding party consisting 
of Coghill, British Vice Consul, Ford, also British, and Rowsome, 
American citizen, were assaulted with poles ey Japanese members of 
road construction gang. Ford was beaten, other two escaped injury. 
Coghill and this Consulate General this morning informed Japanese 
Consulate and asked that members of party be immediately allowed 
to identify assailants. The Japanese Consul General promised police 
investigation but refused identification until advised police report 

References are apparently to telegrams sent to the Legation in China; see 
telegrams of July 2, 10 a. m., and July 3, 4 p. m., to the Department from the 
Consul at Tientsin, pp. 203 and 208.
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received. While the British Consul General is primarily interested 
in the case I propose to support their representations strongly as such 
manifestations of anti-Americanism by Japanese have been occurring 
with increasing frequency.” | 

J OHNSON 

741.9411/211: Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 22, 1934—9 p. m. 
[Received August 22—10:20 a. m.] 

183. My 179, August 17, midnight.” An unofficial English friend 
told member of my staff last evening that he had asked Kurusu, 
Director of the Commercial Bureau of the Foreign Office to explain 
about the rumored revival of the Anglo-Japanese Alliance. Kurusu 
replied that while he knew nothing about it himself he did know that 
something of the kind was going on. Kurusu said, however, that it 
would not be an open alliance, because the term “alliance” would be 
offensive, and that a term like “pact” would be used. The implication 
was that some kind of an agreement is being or has been negotiated 

- In comparative secrecy. 
The spokesman of the Foreign Office on being questioned by press 

correspondents on Monday gave a reply which might be regarded as 
evasive because he is reported to have stated that so far as he was 
aware no such Anglo-Japanese conversations are going on “at 
present.” 

As I am unaware whether the Department is cognizant of such 
rumored negotiations or in possession of pertinent information, I 
shall make no official inquiries unless instructed. The British Am- 
bassador is absent from Tokyo but expects to return next week. I am 
inclined to believe that the negotiations, if any, are being or have 
been carried on in London. 

Repeated to Peiping. 
GREW 

741.9411/211 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuinaton, August 22, 1934—7 p. m. 

145. Your 179, August 17, midnight” and your 183, August 22, 
9 p.m. The Department appreciates your prompt and informative 
telegrams. We have no other information except that contained in 
press despatches—among which are accounts of denials in London. 

®™ Not printed.
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The Department is confident that you will keep it informed of 
developments. In so doing, however, Embassy should avoid any 
action or gesture implying official solicitude. 

PuItures 

741.9411/212 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State | 

Toxyo, August 23, 1934—6 p. m. 
[Received August 23—6: 48 a. m.] 

188. Department’s 145, August 22, 7 p.m. 1. Kato, who covers 
the Foreign Office for Rengo, told Fleisher today that when he 
and other Japanese newspaper correspondents asked Hirota con- 
cerning the rumors of a renewal of the Anglo-Japanese alliance 
Hirota said that in 1902 when the alliance was formed he had 
advocated the inclusion of the United States and that his views 
in this respect had not changed. He added that in case the United 
States should be prevented by its traditional policy from now joining 
such an alliance no such alliance should be formed against the United 
States because the Minister felt that Anglo-American-Japanese friend- 
ship and cooperation were essential to the peace of the world and 
he wished to take no step which would alienate American friend- 
ship. The Minister apparently sent a direct reply to the ques- 

_ tions of the correspondents regarding present Anglo-Japanese nego- 
tiations. No foreigners were present at the interview. 

2. From reliable evidence I am convinced that the British Embassy 
in Tokyo knows nothing whatever concerning any current Anglo- 
Japanese negotiations or agreement.” 

Repeated to Peiping by mail. 

GREW 

761.94/780 | 
The Ambassador in Japan (Grew) to the Secretary of State 

No. 935 Toxyo, August 23, 1934. 
[Received September 8. ] 

Sir: Since the drafting of my despatch No. 916 of August 37 
Soviet-Japanese relations have again become tense as the result of 
events relating to the Chinese Eastern Railway. 

Foreign Relations, 1902, p. 514. 
™ The Counselor of Embassy in Great Britain, in a letter dated August 22, 

stated: “Although the Foreign Office had informed the press it was all nonsense, 
I thought it was worth while to make a pro forma inquiry of the Far Eastern 
Department today, and was told that the only matter under discussion between 
the Japanese Embassy and the Tokyo Foreign Office now was the Manchukuo 
oil question . . .” and that the rumored accord “was without the faintest horizon 
of foundation.”  (741.9411/214) 

8 Not printed. 
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On August 4 sabotage against the railway apparently recommenced 
with the arrest of the (Soviet) Assistant Station Master at Harbin who 
was accused of assisting bandits who wrecked a train on the eastern 
branch of the railway near Imienpo and exploded an ammunition car. 
After this prologue the scene shifted to Tokyo where on August 10 the 
Soviet Ambassador called once more on the Japanese Foreign Min- 
ister. The press reported that Mr. Yureneff had again refused, after 
reconsideration, the Japanese-drafted “Manchukuo” proposal of July 
23, that he requested Mr. Hirota to submit a Soviet counter proposal 
to “Manchukuo”, and that he listened to Mr. Hirota’s suggestion that 
direct negotiations now be carried on without Japanese mediation. 
Later on the same day Mr. Ohashi, Vice-Minister of “Manchukuo”, 
was called to the Gaimusho by Mr. Hirota and told of Ambassador 

'  Yureneff’s call. Mr. Ohashi reportedly replied that “Manchukuo” 
would make no further concessions. The vernacular papers elaborated 
on these two interviews, as is customary in Japan, and declared that 
“official circles” were of the opinion that the Soviets wished to prolong 
negotiations until Japan had become involved in the “crisis of 1935— 

1936”, 
Then on August 12, the Tokyo Nichi Nichi published a sensational 

report from Moscow declaring that the Soviet press had published 
charges that Japan was planning to seize the railroad and provoke 
war in the Far East. A somewhat similar report from Habarovsk was 
published by three more Tokyo papers on the 15th. Meanwhile, how- 
ever, the situation seemed to be developing ominously both in Tokyo 
and in Hsinking. On the 13th Mr. Ohashi, who has been a prominent 
“Manchukuo” delegate to the sale conference, made a final call on 
the Soviet Ambassador probably in the hopes of laying the responsi- 
bility for the failure of the negotiations on a Russian doorstep, and 
then left town on the following evening after making it clear that 
his action was not to be interpreted as final disruption of the negotia- 
tions. His statement terminated in a manner typical of the Japanese 
and “Manchukuo” propaganda on the subject, “What will happen 
in the Far East if the negotiations come to rupture? That must be 
left to God. But ‘Manchukuo’ always wishes to give her efforts for 
the peace of the Far East.” 

In Hsinking a statement of policy was issued at this juncture and 
was printed in Tokyo as follows: 

1. The Manchukuo Government’s reply to Japanese Foreign Minister 
Koki Hirota’s final mediation proposal represents the final concession 
possible, while the Soviet counter proposal allows no further con- 
sideration. 

2. In the event of a breakdown of the negotiations, the Soviet 
Government must bear the entire responsibility for the failure.
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3. Should a breakdown take place, the Manchukuo Government will 
regard the CER as a commercial organization under her jurisdiction, 
and with this in view, will supervise and bring all matters related to 
the CER to a speedy settlement. 

The meaning of this third point was made clear by reports which 
indicated that the accounts of all Soviet officials of the railway would 
be called for, that “Manchukuo” would demand equal rights in the 
employment of railroad labor, and that in general the administration 
of the railroad would be closely observed. On August 14 these threats 
were made good through the arrest of 19 Soviet officials of the road 
on suspicion of complicity in the recent accidents along the eastern 
branch of the line. On the 15th, in explanation of these arrests, a 

despatch from Harbin announced the discovery of an alleged “huge 
anti-Japanese, anti-Manchukuo plot”. Yet, despite the detention of 
additional Soviet officials, there has been no cessation of the accidents 
along the bandit infested region between Weiho and Pogranichnaya 
since two more accidents are said to have occurred on August 14 and 
18 in the neighborhood of Hengtaochotzu. 

At this point, to the apparent astonishment and indignation of the 
Japanese, a report from Moscow reached Tokyo that the Soviets had 
published the details of the recent negotiations although Ambassador 
Yureneff and Foreign Minister Hirota had definitely agreed last 
March, it is said, that no details of the negotiations were to be given 
out. The terms of the various offers as published by the Soviets were : 
not at first printed in Japan owing to a long standing press ban. Then | 
on August 21 the press ban was lifted, the Soviet statement appeared 
in full, and the Japanese Foreign Office released a communiqué nar- 
rating the course of the negotiations and seeking, in its turn, to absolve 
the Japanese of all blame for the latest delay in reaching an agree- 
ment. . 

The two statements agree on all important points and reveal that 
there remains only the surprisingly small difference of ¥40,000,000 
between the bid and offer price, “Manchukuo” having bid ¥120,000,000 
and Soviet Russia having offered the railroad for ¥160,000,000. In 
addition “Manchukuo” is willing to pay ¥80,000,000 in discharge 
allowances to Soviet employees while Soviet Russia is willing to re- 
ceive two-thirds of the purchase price proper in Japanese goods to be 
evaluated, it seems, in a manner as yet undecided. While it is too 
early to predict the effect in Japan of publication of the course of bar- 
gaining, tension should in the end be relieved. It is scarcely thinkable 
that war could break out between Japan and Soviet Russia on this 
issue with only a difference of ¥40,000,000 remaining. When it is 
remembered that the Soviet share of the railroad profit allegedly 

amounted to 7 million rubles (¥17,500,000 at the official Soviet rate)
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last year* and that in normal years it is said to average around 15 
million rubles (¥37,500,000), it does not seem as though the Soviet 
offering price of ¥160,000,000 is excessive especially when the political 
advantages to Japan and “Manchukuo” of a formal liquidation of 
Soviet interests are considered. 

Before considering the reaction of the press, the Army, the Foreign 
Office, as well as the opinion of several of my colleagues, to the recent 
course of Soviet-Japanese relations, it seems best to enumerate the 
miscellaneous and ubiquitous petty irritants of the last two weeks. 

On August 1 from Harbin it was reported that the “Manchukuo” 
authorities had recently discovered that the Soviets had removed two 
boundary markers into “Manchukuo” territory and set sentries to 
guard them. On August 6 a version of the report of the chief of the 
Japanese Navy Office in “Manchukuo”, Rear Admiral Shozo Kobaya- 
shi, was published and indicated that the Soviets not only had 25 gun- 
boats, ten of them in the 1000 ton class, in the Amur River Squadron, 
but also had two airplane carriers, and 22 submarines (soon to be 

increased to 52) inthe Far East. The report as published seems gross- 
ly exaggerated. Several days later the local press published a rumor 
that the Soviets had three destroyers on Lake Baikal. Furthermore 
reports have been published in the last several weeks that the Soviets 
were constructing a poison gas factory at Kulun in Outer Mongolia 
and that 110 Soviet planes have just been transferred eastward from 
Irkutsk to Chita. On August 9 a report was given prominence which 
stated that the residents of a “Manchukuo” border town near Heiho 
were mildly gassed by Soviet shells discharged in the course of maneu- 
vers across the Amur. It was reported on August 15 that the Acting 
Soviet Consul General in Harbin had protested alleged indignities 
suffered by the Consul General, Mr. Slavutsky, who was proceeding 
to Moscow on furlough. 

Little has been heard of the Soviet—“Manchukuo” waterway nego- 
tiations at Heiho lately. It now appears, however, that the optimistic 
reports which reached Tokyo some time ago were ill-founded and 
had to do only with the preliminary sessions of the conference. Ac- 
cording to a report from Hsinking on August 14 the conference, in 
formal session, has been totally unable to agree on the phraseology and 
applicability of amendments agreed upon in the preliminary sessions. 

One other report of some importance remains unconfirmed but can 
probably be relied upon. On August 15 the Japanese press published 
an article stating that the Soviets had agreed to accept the exchange 
rate of 82.5 sen per ruble for the last six months of the year unless— 
which is most unlikely—a revised rate should be agreed upon before 

* Enclosure No. 1 to Despatch No. 793 of May 18, 1934. [Footnote in the orig- 
inal; despatch not printed. ]
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the beginning of 1935. Presumably the Soviets realized that there 
was little they could do to force the Japanese fisheries companies to 

pay additional installments for a higher exchange rate short of going to | 
war. ‘The Japanese had the naval force to control the fishing grounds 
and furthermore the fishing near Kamchatka has now been virtually 
finished for 1934. 

The reaction in Japan to the recent course of Soviet-Japanese re- 
lations has been prompted in the main, of course, by the rupture of 
negotiations for the sale of the Chinese Eastern Railway. The press 
has devoted a great deal of space to the question, and for some days 
many of the Tokyo newspapers have given the Russian situation the 
place of greatest prominence. The editorial comment before the terms 
of the recent bargaining were published has been confined in general 
to a review of the case ending with an exhortation to the Soviets to be 
more “sincere”. ‘Two ideas stand out, first that the question is import- 
ant to the “peace of East Asia’ and second doubt as to whether Soviet 
Russia really ever intended to sell the railroad. On August 22, the 
day the terms of the various bids and offers were made public, virtually 
every paper in Tokyo commented editorially and took a serious view 
of the situation. Curiously enough there was no reference to the en- 
couraging fact that the bid and offer prices are now only ¥40,000,000 
apart, but there was universal condemnation of the bad faith of the 
USSR in publishing the facts and figures contrary to agreement. 

The army has taken a hand in the situation through several state- 
ments given out by the War Office spokesman which indicate that the 
army intends to take a firm stand against “anti-Manchukuo intrigues 
by railroad officials and others”. The War Office has also apparently 
seen an opportunity to link the Soviet attitude towards the sale of the 
railway with a list of 15 border incidents which have occurred since 
the beginning of the year as well as with a list of 13 accidents along : 
the C. E. R. which occurred between April 17 and July 25. A War 
Office communiqué remarked that these thirteen accidents all occurred 
to trains carrying military supplies and charged Soviet officials of 
the railroad with directing the bandits who made the actual attacks. 
All 18 of the accidents enumerated occurred on the eastern branch of 
the railway, the least useful branch to the Japanese, and consequently 
relatively poorly guarded by Japanese and “Manchukuo” troops. 
Although the army is reported as being dissatisfied, as usual, with 
the attitude of the Japanese Foreign Office, there have been no threats 
as yet that the army will take matters into its own hands. Neverthe- 
less General Hayashi reported at length on the border incidents at the 

meeting of the Cabinet which occurred on August 21 and, afterwards, . 
in a press interview, stated that he deemed the question of such 
seriousness that all Cabinet members should be kept in touch with it.
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The Foreign Office, as usual, has had an embarrassing time of it. 
| Always in danger of interference at home the Soviets forced its hand 

by publishing the course of negotiations. Furthermore, up to the 
present, Japan is gaining little credit as mediator between “Man- 
chukuo” and the USSR, and mediation was proposed by Foreign 
Minister Hirota. From day to day during the past two weeks the 
Foreign Office spokesman has been called upon to steer between Scylla 
and Charybdis, preserve Mr. Hirota’s conciliatory policy and at the 
same time avoid the criticisms of the more violent chauvinists. This 
he has done by consistently decrying Soviet propaganda, denying all 
intimations that Japan might use force to settle the problem, and 

declaring on several occasions, notably August 17, that the Foreign 
Office had under consideration a general protest to the Soviet Govern- 
ment. On August 20 the Spokesman stated that publication of the 
terms of the recent negotiations was in direct violation of the agree- 
ment reached by Mr. Hirota with Ambassador Yureneff on March 5 
and that the Foreign Office would protest the matter as soon as the 
publication was confirmed. Nothing further has been heard of this 
protest. Meanwhile Mr. Hirota is said to have expressed optimism 
all along at Cabinet meetings that the sale of the railroad will be 
ironed out in the course of time. 

Several of my colleagues have expressed their views to me on this 
general subject recently. About ten days ago the Belgian Ambas- 
sador came to see me again and expressed again his great and increasing 
anxiety that the Soviets might attack the Japanese at any moment. 
He apparently had no factual basis for this opinion but had arrived 
at it after reflecting on the firm stand of the Soviets and the vast im- 
provement in their political position in Europe. He was visibly re- 
lieved when I explained why I did not share his views and he later 
declared that he now agreed with me. 

On August 17 the British Ambassador told me that, after thinking 
over the Soviet-Japanese situation, he had, on the occasion of his 
last conversation with the Foreign Minister expressed his opinion that 

Soviet Russia now held all the cards and that Japan would do well to 
recognize the fact. He told Mr. Hirota that if war should break out 
tomorrow, the world would consider Japan the aggressor. Russia, 
he declared, had played her hand well. Not only had she on the one 

hand improved her position through American recognition and by 
concluding non-aggression pacts with all her European neighbors, and 
by her preparedness in the Far East but she would be able to point 
out that Japan alone had refused to conclude a non-aggression pact 
and she would be able to produce the Hishikari documents which the 
world as a whole believed genuine. The Ambassador concluded by 
saying that in his opinion Japan would be foolish to attack the Soviets.
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In reply Mr. Hirota laughed and remarked “There’s no danger of 
that”. The Ambassador also told me that a member of the Soviet 
Embassy had told one of his secretaries that if the Japanese should 
show signs of mobilizing in Manchuria that they, the Soviets, would 
not wait but would attack at once. In the opinion of the British Mili- 
tary Attaché the Japanese army has passed in certain respects the 
peak of efficiency which it reached several months ago. This last 

. opinion is of course at variance with that held by the majority of 
Military Attachés who feel that peak efficiency has not yet been 
reached because the modernization program has not yet been 

completed. 
I enclose with this despatch a copy of a letter ® received from the 

American Consul at Seoul in regard to a conversation he had there 
with Mr. Jourba of the Soviet Embassy in Tokyo. It will be noted that 
Mr. Jourba took the customary pessimistic view and spoke, as, ap- 

' parently, do all Soviet officials in the Far East, of the inevitability of 

war. 
Up to the present I do not feel inclined greatly to revise my own esti- 

mate of the situation. Several days ago in talking of the C. E. R. 
negotiations Mr. Babb of the Associated Press remarked to a member 
of my staff that both sides were playing a very dangerous game of 
bluff, that neither wished war, but that both were courting the risk of 
finding themselves in a position from which it would be impossible to 
escape save by war. Both sides of course were very anxious to shift 
responsibility for any trouble on the other. I agree on the whole with 
these statements and also with the remarks of the British Ambassador 
to Mr. Hirota. Mr. Babb further stated that in his opinion only the 
Soviets could initiate a war at the present time and that that is where 
the principal danger now lies. 

It seems evident that the initiative has passed to the Soviets who, 
it should not be forgotten, are the ones who hold a large military force 
on or near the Manchurian frontier. I do not think they wish war 
but nevertheless they alone are prepared for a war in the immediate 
future. The Military Attaché of the Embassy assures me that no 
general Japanese offensive could be started without military indica- 
tions here which could not escape him. Members of his staff are con- 
stantly conducting inspections in Japan and there is up to the present 
absolutely no indication of abnormal activity. Incidentally one officer 
who is on duty with a Japanese regiment has just reported that both 
officers and men in his regiment are off duty every afternoon in August. 
This does not sound like intensive military training. I shall continue, 

however, to follow the situation with the utmost care and will be on 

"Not printed.
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_ the alert to detect any change in Japanese policy which might follow 
on the recent developments in the Chinese Eastern Railway situation. 

. It is nevertheless my present feeling in regard to this matter that aiter 
a suitable and typically oriental period of delay, common sense will 

prevail and that the gap of ¥40,000,000 will be successfully bridged. 
Respectfully yours, JosEPH C. GREW 

893.6363 Manchuria/51 : 

The Minister in China (Johnson) to the Secretary of State 

No. 2929 Perrine, August 23, 1934. 
[Received September 24. ] 

Sm: I have the honor to refer to a despatch, No. 921, addressed to 
the Department under date of August 6th by Ambassador Grew from 
Tokyo ® on the subject of the oil monopoly in “Manchukuo”’.* 

I desire specifically to comment upon the attitude of the British 
Ambassador to Japan on the question of recognition of ‘“Manchu- 
kuo”. There is of course a good deal of common sense in the British 
Ambassador’s attitude, for there can be no doubt that the Japanese 
Government can make it very uncomfortable for American and British 
merchants in “Manchukuo” unless the United States and British 
Governments meet Japanese wishes in regard to that area. ‘The extent 
to which the Japanese, and “Manchukuo” as a protégé of the Japanese 
Government, can carry this attitude is evidenced by what is going on 
in connection with the proposed establishment of a sales monopoly 
for kerosene oil in Manchuria. As I stated in my telegram No. 354 of 
August 11, 12 noon,®? on this subject, the attitude of the Japanese 
Government in refusing to intervene with its protégé on behalf of the 
rights of American citizens leaves the American citizen no recourse 
but to deal directly with the “Manchukuo” Government and salvage 
as much as he can from the wreckage which the proposed monopoly 
will make of his business in Manchuria. 

| The methods which the Japanese Government and its protégé, the 
“Manchukuo” Government, are prepared to use are amply illustrated 
by the way in which they are now dealing with Soviet interests in 
North Manchuria. 

It is interesting to recall that when Japanese forces were approach- 
ing the Nonni River in the winter of 1931-32 it appears to have been 
assumed by every one that the Japanese Government had assured the 
Soviet Government that Soviet rights in North Manchuria would be 

°° Not printed. 
*! For correspondence on this subject, see pp. 699 ff. 
@ Post, p. 720.
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respected. The status of Soviet Russia in North Manchuria to-day 
contrasts greatly with its status prior to 1930 or 31, and it is generally 
believed that the present situation is due to the fact that the Japanese 
Government, which has usurped the responsibility of protecting life 
and property in Manchuria, has failed or been unwilling to give com- 
plete protection to Soviet Russian life or property in that area. It 
seems to me that American merchants residing and doing business in 
Manchuria may well examine the fate of Soviet Russian interests in 
North Manchuria if they wish to discover the length to which the 
Japanese and “Manchukuo” may be prepared to carry things. 

As regards the question of recognition, de facto or de jure, it seems 
to me that the present is no time to take any overt steps in either 
direction. There is no doubt in my mind that sooner or later the 
Government will have to take some cognizance of the existence of 
“Manchukuo”, just as they have taken cognizance of the existence of 
Egypt. But for the present it seems to me that it is sufficient that’ 
American merchants be encouraged to take such action as they can 
in negotiating directly with the “Manchukuo” authorities, and that 
our consular representatives in Manchuria continue to have unofficial 
relations with the “Manchukuo” authorities in bringing to the atten- 
tion of those authorities any matter relating to American citizens and 
their trade and their rights that needs protection. It is doubtful 
whether American consular authorities, in so bringing these matters 
to the attention of the local authorities, may appeal to the old treaties 
with China, but it is believed that under the general rights guaranteed 
to all peoples under international law it should be possible for the 
consular authorities to bespeak the protection and the care of Ameri- 
can lives and property. 

It does not seem to me that at the present time the question of 
formal recognition, de facto or de jure, arises. I have always been of 
the opinion that the obvious violation of the Nine-Power Treaty re- 
‘garding principles and policies relating to China, and the violation 
of the Kellogg Pact, effected by Japan’s action in Manchuria in 
September, 1931, made it necessary for us as parties to these agree- 
ments to speak out in condemnation of that action. I have been of 
the opinion that to have remained quiet under the circumstances 
would have been an act of national cowardice. We could have done 
no less than we did do, and what we did leaves unimpaired our posi- 
tion in regard to the whole status of Manchuria and the status of the 
treaties involved. | 

I am of the opinion that the Nine-Power Treaty regarding prin- 
ciples and policies in China was an essential part of the agreements 

* Treaty for the Renunciation of War, signed at Paris, August 27, 1928, Foreign 
Relations, 1928, vol. 1, p. 153.
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which were arrived at at the Washington Conference. Without this 
agreement and the settlements which attended it at the Conference, 
it is unlikely that there could have been any agreement in regard to 
reduction of naval armaments, the goal which every one desired. To 
my mind, it therefore follows that a violation of the Nine-Power 
Treaty is a violation of all the agreements, or, to put it another way: 
if the Nine-Power Treaty, which was a settlement of present and 
future relations among the powers in matters respecting China, is 
to be abandoned or revised, then such abandonment or such revision 
must be considered in connection with abandonment or revision of the 
naval treaty. The two things should be considered together. It is 
important to the United States that they be considered together, for 
we consented to a reduction of our navy and to an abandonment of our | 
recognized right to build and maintain strong naval bases in the 
Philippines only after we had obtained agreement among the powers 
‘regarding the open door in China and the abandonment of the Anglo- 
Japanese alliance. 

It has always been my conviction that under the above circumstances 
we could not have done otherwise than to refuse to recognize the results 
which Japan attained by violation of the Nine-Power Treaty. Our 
position in this matter was necessary if for no other purpose than to. 
maintain our record clear until the time comes for a new conference, 
either in 1936, or, if there is to be another conflict in Asia, at the end 
of that conflict, when all of these questions will have to be thrashed 
out once more and we can go into that conference with our position 
well known to every one. 

For these reasons I am of the opinion that no change has occurred 
in the situation in Manchuria which would warrant our giving up our 
position and according recognition to the “Manchukuo” Government. 

Respectfully yours, Nexson TrusLER JOHNSON 

761.94/770 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, August 24, 1934—3 p. m. 
[Received August 24—10: 40 a. m. | 

269. Tass has issued text of protest by Soviet Ambassador in Tokyo 
to Hirota under date of August 22. 

Note refers to recent arrest of Soviet employees of Chinese Eastern 
Railway and complains that the Eastern line has been deprived of its 
“leading staff” and operators hampered; that absurd accusations have 

been invented of organized attacks on Japanese military missions by
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bandits, of sabotage, robberies and murders; and that these allegations 
were officially supported by the Japanese War Minister and officials 
of Ministry for Foreign Affairs. Moreover, Japanese Manchurian 
authorities had leveled similar accusations against official institutions 
and representatives of the Soviet Union in Manchuria, namely, Soviet 
Consul and Consulate at Pogranichnaya as well as commanding staff 
of Red Army in Far East. 

Note states that Soviet Government regards these actions which 
coincide with virtual breaking off of negotiations for sale of railway 
as disorganizing the work of the railway and flagrant violation of 
treaty rights. 

The note drew particular attention to official communiqué of 
August 17 in which Japanese War Office alleged “orders for the carry- 
ing out of train wrecks and attacks are issued by the Far Eastern Red 
Army” which was accused of supervising bandit detachments along 
the Chinese Eastern Railway through the medium of an actually 
nonexistent organ of Soviet employees on Chinese Eastern Railway. 
These statements of the Japanese War Office accompanied utterances 
of an aggressive nature in respect of the U.S.S.R. Soviet note de- 
scribes foregoing as intensification of aggressive intention of “certain 
official Japanese circles”. The note ends as follows: 

“The Soviet Government holding the Manchurian authorities and 
the Japanese Government responsible for above actions has instructed 
me, Mr. Minister, to submit its protest to you. The Government of 

' the U.S.S.R. trusts that the Japanese Government will draw the 
necessary deductions.” 

Bouuitt 

761.94/781 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

[Extract] ' 

No. 149 Moscow, August 24, 1934. 
| Received September 8. | 

Sm: 

The consensus among foreign observers in Moscow is that the nego- 
tiations have not been inspired by transparent sincerity on either side; 
have, indeed, been “Asiatic”. The Soviet expression of willingness 
in May 1933 to dispose of its share of the Chinese Eastern Railway , 
was presumably dictated by tactical considerations; by the desire 
to appease a menacing situation and to establish moral superiority 
Vis-a-vis Japan.
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The fact that the Japanese Government permitted the negotiations 
to be interrupted, when the discrepancy in the price had become rela- 
tively so small, is generally attributed to Japanese conviction that the 
railroad has been largely deprived of any real value by competitive 
railway construction; by the cynical belief that ladders are not neces- 
sary for ripe plums. 

In respect of the potentialities of the present situation, I can only 

report my entire disbelief in any possibility, under present circum- 
stances, that the U.S. S. R. would intervene in Manchuria in defence 
of the Chinese Eastern Railway by force of arms. 
However prepared the Red Army may be to defend the Maritime 

Provinces from Japanese conquest, it would seem highly improbable 
that the Soviet Government would resort to war in connection with 
the present dispute. The Soviet Government, it may be recalled, has 
previously characterized the Chinese Eastern Railway as an imperial 
and capitalistic project in violation of Chinese sovereignty. The 
value of the railway has depreciated enormously, particularly its east- 
ern branch. ‘That Russia has not altogether abandoned the hope of 
eventually reestablishing Soviet influence in Manchuria may perhaps 
be assumed ; and, in any attempt to regain her position there, the main- 
tenance of rights to the Chinese Eastern Railway, even though in- 
choate, might be tactically advantageous, but certainly not worth the 
risk of war. Therefore, it is perhaps safe to surmise that Soviet readi- 
ness to make concessions in respect of the conditions of sale has been 
inspired largely by the desire to avoid a conflict with Japan at the - 
present time, and, too, by realities as they affect the railroad. 

The sincerity of the present Soviet policy of peace is based, of 
course, on motives of self interest. A conflict in the east would create 
dangers from the west; and the proposed Eastern Locarno is not 
yet in existence. Moreover, war, whether it ended in victory or defeat, 
would doubtlessly result in domestic political repercussions which the 
Kremlin would perhaps prefer to avoid. Last but not least, Soviet 
energy is centered chiefly in completing the Herculean task of agri- 
cultural collectivization and in carrying through the second Five Year 
Plan. : 

However, the tenor of the press and the text of the note of protest 
of August 22 indicate a stiffened policy towards Japan; a- change 
which is not only designed to have an effect on the Japanese mind 
but also to arouse public opinion in the Soviet Union where only 
recently the term “fatherland”, the ideal of patriotism, and the other 
attributes of nationalism have appeared for the first time since the 

. revolution. 

As for Japanese intentions, I am unable to report anything new. 
The Soviet attitude, as observed in Moscow, would seem to indicate 
that there is no apprehension of Japanese aggression against the Soviet
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Union in the near future; hope is felt that the note should clarify 
the situation and that negotiations may shortly be renewed—perhaps 
this time with success. 

Since writing the foregoing, a member of my staff has had occasion 
to see both Mr. Krestinsky,* who, in the absence of Mr. Litvinov, is 
in charge of the Narkomindel, and Mr. Mikhailski, an outstanding 
Soviet authority on foreign affairs. 

Mr. Krestinsky declared that the note of August 22 had, of course, 
“aggravated” relations with Japan. He felt that it was impossible 

as yet to foresee the outcome. The Soviet Government had already 
noted with some concern that further arrests had been made. Per- 
haps, though, there had not been time since the delivery of the note 
for the Japanese to alter their policy in Manchuria. However, there 
was no danger of hostilities. He did not, however, convey the im- 
pression of being altogether sure that there might not be a coup de 
main against the railway. 

Mr. Mikhailski described the note as the most energetic step since 
the publication by the Soviet Government of the alleged secret 
documents. Then, the Japanese became far less recalcitrant; it was 
hoped that the present note of protest would have an equally salutary 
effect. In any event, the note should provoke a “show down”. 

Respectfully yours, For the Ambassador: 

JoHN C. WILEY 
Counselor of Embassy 

861.77 Chinese Eastern/1822 : Telegram 

Lhe Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, August 27, 1934—6 p.m. 
[Received August 27—12: 40 p.m.] 

273. My 272, August 25, 5 p. m.®° Soviet press publishes today 
Tass communiqué in reply to Japanese statement of August 21 and 
“Manchukuo” statement of August 23 concerning Chinese Eastern | 

Railway negotiations in substance as follows: Japanese-“Manchu- 
kuo” statements reproduce exactly Soviet figures previously published 
and gave subjective and one sided interpretation. Declaration of 
“Manchukuo” that 170 million yen offered obtained by including 50 

| million indemnity to Soviet and “Manchukuo” employees in case of 

dismissal. Evident that dismissal or nondismissal of employees is 
question which exclusively regards new owners who would naturally 

* Nikolai Krestinsky, Soviet First Assistant Commissar for Foreign Affairs. 
* Not printed.
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be expected to pay indemnity in case of dismissals, an expense under 
no circumstances to be included in the purchase price of the line. 

The fact that the difficulties over the Chinese Eastern Railway have 
entered field of polemics has created the impression here that such 
tension as existed is somewhat relaxed. 

BuLuirr 

861.77 Chinese Hastern/1324 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 28, 1934—4 p.m. 
[Received August 28—1:45 p. m.] 

389. Following telegram has been received from the Consul General 
at Harbin. 

“August 27, 4 p.m. Following interruption of the negotiations 
in Tokyo regarding the sale of the Chinese Eastern Railway some 70 
Soviet employees of the railway, consisting mainly of important 
station agents and traffic employees on the eastern section, have been 
arrested by Manchurian authorities on the charge of sabotage and plots 
against the “Manchukuo” government. 

The Soviet-Chinese company general managers are at a deadlock 
over the replacement of some of the arrested employees and report 
that the matter has been referred to their respective Governments. 
There is considerable tenseness between the Manchurian and Soviet 
officials of the Chinese Eastern Railway here on account of the 
arrests. The arrested employees were men very important to the 
actual operation of the railway according to what the Soviet mana- 
ger Mr. Rudy has told me. Today the Manchurian board president, 
Mr. Li Shao-ken, laughingly remarked to me that serious operating 
difficulties in the railway usually followed interruptions in negotia- 
tions with respect to the railway’s sale. [”’] 

J OHNSON 

- '798.94/6787 

The Counselor of Legation in China (Gauss) to the Secretary of State 

| Nanxine, August 28, 1934. 
[Received September 24.] 

Sir: I have the honor to enclose a memorandum * on an interview 
bad by Mr. Hillis Lory, Professor of Political Science, Stanford Uni- 
versity, California, with Dr. Wang Ching-wei, President of the Ex- 
ecutive Yuan and Acting Minister for Foreign Affairs of the National 
Government of China. 

* Not printed. |



THE FAR EASTERN CRISIS 265 

Speaking in strict confidence and not for publication, Dr. Wang 
stated that in event of war between Soviet Russia and Japan, China 
will not support either Power. Since taking over the portfolio of 
Foreign Affairs, both the Japanese and the Soviet Russians have ap- 
proached Dr. Wang with proposals for Chinese support in event of a 
Russo-Japanese conflict, but he has turned a deaf ear to all such sug- 
gestions. China realizes that a Russo-Japanese war would again be 
fought principally on “Chinese soil” and would bring great hardship 
and difficulty, particularly in the North, but there would be nothing 
to gain from supporting either side. A victorious Japan would but 
continue its encroachment in China. Soviet Russia can best demon- 
strate its good intentions toward China by restoring Outer Mongolia 
and terminating Communist influence in Kiangsi Province. 

Dr. Wang stated that he and General Chiang Kai-shek are definitely 
in complete accord on the policy of refraining from support of either 
Power in event of a Russo-Japanese war. 

Questioned as to whether there has been any change in the Chinese 
attitude toward Japan on the Manchurian problem, Dr. Wang illus- 
trated the Chinese position by stating that when a man with a sore 
arm is struck a heavy blow by an antagonist he may have to fold his 
arms for the time being but that this does not mean that he intends 
to suffer the injury indefinitely. 

In reply to the suggestion that Japan’s aggression in Manchuria 
may not be essentially different from the imperialist expansion of 
other Powers in the past at the expense of weaker States, Dr. Wang 
pointed out that Manchuria is Chinese territory with a Chinese popu- 
lation of 25,000,000 out of a total of 30,000,000, that there is no ques- 
tion of “race” involved in the Manchurian question, that the people 
of China are not content to allow Japan to seize a large area of 
Chinese territory, that Japanese ambitions do not extend alone to 
Manchuria but to all of China where Japan seeks domination similar 
to British domination in India, and that the Chinese do not wish to 
become “Indian Chinese”. 

Asked whether he shares the opinion held in some quarters that 
there has come about in the United States a change of attitude in 
reference to Japan and the Manchurian question, Dr. Wang asserted 
that he does not share any such opinion, that the United States may 
not feel that Japan’s bad manners toward China should be corrected 
by resort to war, but that 1t does not follow that because the United 
States has failed by peaceful means to obtain a modification of Japan’s 
aggressive attitude and a solution of the problems of the Pacific, the 
United States is disposed to acquiesce in Japan’s aggression. 

On the subject of the Communists in Kiangsi, Dr. Wang stated that 
recent military successes assure the termination of this menace. He
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added that he regards the situation with satisfaction also from the 
point of view that the Communist movement is collapsing of its own 
weakness. The problem of the National Government is now one prin- 
cipally of reconstruction for the rehabilitation of the distressed people 
of the province. | | 

As to relations between the National Government and the so-called 
“Canton faction”, Dr. Wang asserted that Kwangtung and Kwangsi do 
not possess sufficient military strength and resources to attack the 
National Government; that, while the National Government might be 
certain of the subjugation of the two provinces by military force, he is 
unalterably opposed to any such measure and it will not be taken while 
he remains a member of the National Government; that he believes 

that the opposition to Nanking in the southwestern provinces can be 
overcome in time by demonstrating the success, ability and good inten- 
tions of the National Government in territory under its control; and 
that military expeditions for the suppression of rebellious factions 
have not been permanently successful in the past, hence his preference 

| for peaceful measures for the solution of the problem of the 
Southwest. . | 

Respectfully yours, C. E. Gauss 

893.71 Manchuria/72 : Telegram 

The Acting Secretary of State to the Secretary of the American 
Delegation at Geneva (feber) 

Wasuineton, August 31, 1934—5 p. m. 

166. Your despatch of August 16 in regard to the proposed publi- 
cation of a digest of the replies received in regard to the question of 
postal traffic in transit through Manchuria. 

Provided that other interested governments adopt a similar atti- 
tude, the Department is not disposed to raise objection to the publica- 
tion of the reply of the American Government and suggests in this 
connection that the digest of our reply consist of or be based upon the 
phraseology of the last paragraph of the Department’s memorandum 
reply of July 19. 

However, the Department desires that the Minister seek an appro- 

priate occasion to suggest orally and informally to the Secretary 
General that the method employed by the League in inviting an 
expression of opinion of the American Government (and making 
public the opinion expressed) in regard to matters of concern to the 
United States but under the jurisdiction of the League is not entirely 
satisfactory. The present procedure calls for no reply whatsoever 
from the governments represented on the Advisory Committee unless
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a particular government is not disposed to accept the recommendations 
of that Committee, but does call for a definite reply from the govern- 
ments which are members of the League but are not represented on the 
Committee and also from non-League governments such as the govern- 
ments of the United States and the Soviet Union. As most of the 
other major powers are represented on the Committee, the United 
States and the Soviet Union are placed in the embarrassing position 
of being the only two such powers likely to have published a 
categorical approval or disapproval of the recommendations of the 
Advisory Committee—thus giving their replies in the eyes of the 
public an unwarranted degree of prominence. By way of suggestion, 
you might mention that a more satisfactory procedure might be for 
the League henceforth in such cases to circularize all interested powers, 
members and non-members of the League alike, requesting replies 
from all. 

PHILLIPS 

861.77 Chinese Hastern/1326 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, September 2, 1934—6 p. m. 
[Received September 2—5: 10 p. m.] 

282. The Japanese Embassy here insists that the Russians have 
reopened negotiations for the sale of the Chinese Eastern Railroad 
and that Soviet reports of Japanese threats to seize the railroad are 
groundless and designed to arouse sympathy in the United States. 

BouLuitr 

761.94/778 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, September 4, 1934—noon. 
[Received September 4—5: 12 a. m. | 

395. My telegram No. 390, August 29, noon.” Gauss forwards 
memorandum of a conversation with Soviet Ambassador at Nanking 
in which latter indicated anxiety regarding reported renewal of 
Anglo-Japanese alliance and expressed opinion that some important 
development had occurred in Japan’s international relations which 
encouraged the Japanese Foreign Office abruptly to terminate Soviet- 
Japanese negotiations for the sale of the Chinese Eastern Railway 
when they had reached a point where an understanding might con- 

® Not printed. 
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fidently have been expected. Soviet Ambassador regarded the present 
Soviet-Japanese tension as serious stating that there was danger that 
Japan might seize Chinese Eastern Railway thus creating a situation 
of great difficulty for Soviet Russia which does not desire to engage 
in war. 

J OHNSON 

702.4193 Manchuria/8 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrerne, September 4, 1934—4 p. m. 
[ Received September 4—11: 45 a. m.] 

398. Department’s 275, August 30 [37], 5 p.m. Following from 

American Consul General at Mukden: 

“September 3,1 p.m. Referring to Legation’s telegram September 
2, 11a.m., the Japanese Consulate General reported August 20th that 
Ford’s assailant had been identified : that, however, he claimed having 
struck Ford only after the party had refused to turn back from the 
road which was under construction and closed and after Ford had 
struck him with a whip. 

On August 23rd the British Consulate General and I made strong 
oral representation to the General pointing out that this story flatly 
contradicted the testimony of all the foreigners and that Ford carried 
no whip and requesting a thorough reinvestigation and appropriate 
punishment of the Japanese assailants. The affair is again under in- 
vestigation and decision is understood to have been referred to the 
Kwantung army in whose employ the construction gang was working. 
There is every reason to believe that the authorities’ report will again 
be unsatisfactory and that they will refuse to punish the offenders. 
In this event possible further steps would appear to consist in (1) 
diplomatic action or (2) the bringing of suit by Ford and possibly 
Rowsome. The British Consul General is awaiting instructions from 
his Legation which has detailed information on the case.” 

2. British Legation states that it has informed British Consul 
General [at] Mukden that it believes that no good purpose would be 
served by the institution of legal proceedings by the British Vice Con- 
sul against his assailant; that the Consul General should endeavor to 
bring about a satisfactory local settlement of the case failing which 
he should make full report to the British Ambassador in Tokyo for 
appropriate action vis-a-vis the Japanese Government. The British 
Legation adds that such instruction is of course subject to modification 
by the British Foreign Office to which report of the Legation’s action 
has been made. 

* Not printed; it requested a report of developments. See telegram No. 372, 
August 21, 4 p. m., from the Minister in China, p. 249.
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8. I concur in the views thus expressed by the British Legation and 
with the Department’s approval propose to instruct Consul Chase °° 
to concert with his British colleague in efforts to bring about a satis- 
factory local settlement of the case failing which the matter should be 
referred to the American Embassy at Tokyo for appropriate repre- 
sentations to the Japanese authorities. The Department’s instruc- 
tions are requested. 

4, In regard to general subject of attacks on foreigners by Japa- 
nese nationals in “Manchukuo” the Department is referred to the final 
paragraph of Consul Chase’s despatch No. 946, August 2, 1934, to the 
Legation, copies of which were sent to the Department, and to the 

Legation’s despatch No. 2901, August 11, to the Department,” ex- 
pressing my qualified agreement with Consul Chase’s views in the 

premises. 
J OHNSON 

702.4193 Manchuria/8 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WasHINcTON, September 6, 1934—1 p. m. 

280. Your 398, September 4, 4 p. m. 
1. Department has not yet received despatches mentioned in para- 

graph 4 of your telegram under reference. 
2. Department approves the Legation’s proposal to instruct the 

Consul at Mukden to cooperate with his British colleague in efforts 
to bring about a satisfactory local settlement of the case. In case such 
efforts fail, Department desires to receive the views of the Embassy at 
Tokyo in regard to the question of the Embassy making appropriate 
representations to the Japanese authorities. 

8. Please keep Tokyo fully informed. 
Moore 

761.94/786 

Memorandum by the Ambassador im Japan (Grew)* 

[Toxyo,] September 7, 1934. 

Chinese Eastern Railway. | 

In conversation today with the Soviet Ambassador I asked if there 
were any particular developments or facts concerning the negotiation 

* Augustus S. Chase, Consul at Mukden. 
Neither printed; but see telegram No. 157, September 14, 7 p. m., to the 

Ambassador in Japan, p. 680. 
“ Copy transmitted to the Department by the Ambassador in his despatch No. 

962, September 7; received September 24.
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for the sale of the Chinese Eastern Railway other than those which 
had appeared in the press which he might be willing to tell me. Mr. 
Youreneff replied that in spite of the Japanese statement that the 
negotiations had only been adjourned, they were in fact broken off 
de facto. He said that the termination of the negotiations had at 
least eliminated from the scene Mr. Ohashi who was an ignorant and 
obstructive element and had been brought into the negotiations only 
at the insistence of the Japanese military in Manchuria. He thought 
that Mr. Hirota was equally glad to get rid of him. 

I asked Mr. Youreneff whether the failure to come to terms on the 
sale of the railway was not more a question of prestige and a desire 
to achieve a moral victory than a mere question of price because the 

: Soviet demand and the “Manchukuo” offer were now separated only 
by the comparatively trivial difference of ¥40,000,000. The Ambas- 
sador replied that the Japanese were great bargainers where money 
was concerned and that Mr. Hirota when Ambassador to Moscow had 
haggled for a long time with the Soviet Government over a matter of 
a mere ¥500. I asked the Ambassador if there was any indication as 
to which party would take the next step in reopening the negotiations, 
to which he only replied that this could not at present be foreseen. 

In this connection Mr. Youreneff expressed a high opinion of Mr. 

Hirota for whom he said he had genuine admiration. He said he 
considered him a very able and shrewd negotiator but a great deal 
pleasanter to deal with than Count Uchida who was merely a mouth- 
piece of the Japanese military. 

General felations. 

The Ambassador said that he thought there was little danger of a 
Soviet-Japanese conflict at the present time. The Soviets were very 
strong in Siberia and Vladivostok and were prepared for any eventu- 
ality. Even if some inflammatory incident should occur, he thought it 

could be localized, especially because the Japanese Army in Manchuria 
was by no means in condition to take the offensive at present. He said 
he also considered Japan’s military were much more in hand than 
during the regime of General Araki and that the Emperor and his 
entourage were very much stronger and much more able to dictate a 
sane policy for the nation. He thought that the recent withdrawal of 
Admiral Suetsugu from the command of the Fleet and his replacement 
by Admiral Nagano was a very important indication of this strength 
and presaged a desire for a conciliatory policy in the coming naval 
negotiations. Mr. Youreneff did not seem to know whether Admiral 
Suetsugu was to be given another assignment or not. 

While the Ambassador avoided saying that he was either pessi- 
mistic or optimistic about the general situation, his remarks gave me
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the impression that he was not particularly anxious as to the outlook 
at the present time but rather that he thought matters were improving. 

Arrest of the C.F. R. Employees. 

Asked about the significance of the arrest of a large number of the 
Soviet employees on the C, E. R., Mr. Youreneff did not seem to attach 
any great importance to the incident. He of course said that they 
were absolutely innocent of the charges against them and that on the 
contrary there was definite evidence that the sabotage complained of 
had been carried out from other quarters. He said it was particularly 
significant that the railroad cars carrying Japanese guns and other 
military equipment had suffered no damage. 

Eastern Locarno Pact. 

The Ambassador then turned to the situation in Europe and said 
that the Eastern Locarno Pact would undoubtedly go through but that 
it was not at all sure that Germany and Poland would participate 
therein. He thought that Poland was playing a very dangerous game 
and that her political intrigues might land her in a most embarrassing 
position especially if war should eventually break out between France 
and Germany. He felt that Poland was steering a very nebulous 
course and that her intentions were far from clear. 

Soviet Russia and the League of Nations. 

I asked the Ambassador if he felt that Soviet Russia’s entry into 
the League of Nations was assured, to which he replied definitely in 
the affirmative. I asked about the reported objections of Switzerland, 
to which he answered that if Switzerland proves intransigent the 
other powers would simply move the League to Vienna—a step which 
they had seriously considered three or four years ago. This would 
have the great advantage of preventing any possibility of the An- 
schluss materializing and would be an important advantage to sev- 
eral of the great powers from many points of view. 

Anglo-Japanese Alliance. . 

The Ambassador asked me what I thought about the rumors of an 

Anglo-Japanese Alliance. I told him what I knew about the rumors 
and said that while it was easy to build up an academic case to justify 
the rumors I had nevertheless no evidence whatever that they had any 
foundations in fact and that on the contrary I doubted if any definite 
negotiations for a rapprochement had taken place. The Ambassador 

said he agreed with me and that he also had no information but he 
thought that England’s situation in the Far East at the present time 
might well give her cause for concern. He said he was inclined to 
think that the alleged unimpeachable source of Fabius’ * information 

@ Jan Fabius, correspondent in Japan of the Amsterdam Telegraaf.
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was the Foreign Office which had put the matter out as one of its 
customary “trial balloons”. He asked me if I knew anything definite 
about the British Industrial Mission to “Manchukuo”, to which I 
replied that I had no reason to believe that it had any political signifi- 

cance whatever. The Ambassador concurred. 

Mr. Chevalier. 

The Ambassador asked me if I happened to know Mr. Chevalier, a 
| Belgian subject, who livesin Tokyo. I said I knew him but knew little 

about him. The Ambassador said he understood that he was trying 
to put through some kind of a deal for furnishing railway equip- 
ment, particularly rails, to the “Manchukuo” Government but he be- 
lieved he was a poor man and did not think he had any particular 
backing. 

J[osEPH]| C. G[REW]| 

741.9411/216 

— The Ambassador in Japan (Grew) to the Secretary of State 

[Extract] 

No. 964 Tokyo, September 7, 1984. 
7 [Received September 24.] 

Sir: 

According to the Japan Advertiser of August 30, 1934, Sir Robert 

Clive, the British Ambassador to Japan, called upon Mr. Hirota, the 

Minister for Foreign Affairs, on August 29, 1934, and said: 

“Rumors are being circulated among British and American residents 
of Tokyo that the Anglo-Japanese Alliance is to be revived, and I 
wish to make it clear that I am not associated with such reports in 
any way.” 

- The Minister for Foreign Affairs is reported to have replied that he 

likewise was not responsible for any part in spreading the rumors. 

The Japanese Foreign Office, however, has not taken decisive steps 

to deny the rumors which have been current in Tokyo regarding the 

revival of the Anglo-Japanese Alliance. On August 20, 1934, in reply 

to questions put by foreign newspaper correspondents to the spokes- 

man of the Foreign Office, Mr. Amau replied that no conversations were 

going on between Japan and Great Britain for a political understand- 

ing, aS far as he knew. He added that he could not understand the 

causes of the rumors, unless they were connected with the visit to 

“Manchukuo” of the business mission sent by the Federation of British 
Industries, the purpose of which is purely economic. |
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Although the Japanese Foreign Office has made no definite pro- 
nouncement regarding the rumors of a renewal of the Anglo-Japanese 
Alhance, or the establishment of an understanding between the two 
countries, the Tokyo Nichi-Nichi of August 26, 1934, published an 
article purporting to give the views of the Foreign Office in regard to 
the conclusion of any such pact. The Japan Advertiser’s translation 
of the Vichi-Nichi article is as follows: 

“The Foreign Office may find it necessary at some future time to fore- 
stall official or unofficial proposals for agreements of the kind being 
talked about at present by making a public statement of its attitude. 
If it does so, it will make the following points: 

1. Japan’s policy toward China was made perfectly clear to the 
world when she served notice of withdrawal from the League of 
Nations. Japan will settle political problems with China from 
its own standpoint and only in direct negotiations. That prin- 
ciple was called to the attention of the Powers in the London naval 
talks last month. 

2. Such military and political agreements as those embodied in 
the Anglo-Japanese Alliance are things of the past, and Japan, 
with autonomy in national defense, cannot afford to repeat the 
folly of serving as a “watch-dog” in China for other Powers. 

3. Should any Power desire or find it necessary to enter into a 
political or economic agreement with Japan, it should first of all 
extend de jure recognition to Manchukuo and revise all existing 
treaties and agreements in order to fit them to the new situation 
in the Far East. Unless this is done, Japan will not consider 
political or economic cooperation with it. 

4. If any proposal is made for dividing China into zones for 
political or economic activities or for a convention regarding 
markets in China, Japan will not listen unless the Manchukuo 
question is settled beforehand. 

5. If any power, abandoning its policy of impeding Japan’s re- 
lations with China, proposes a gentlemen’s agreement to avoid 
mutual competition, Japan may give the matter some considera- 
tion, for it is the fixed policy of Japan to respect the open door 
and equal opportunity in China as widely as practicable.” 

All of this may or may not have been designed to indicate to Great 
Britain the terms upon which Japan would consider a revival of the 
Anglo-Japanese entente. The Nichi-Nichi is in touch with the 
younger, more chauvinistic element of the Army and the Foreign Office, 
and the opinions given may be only those of this element. 

The rumors of an understanding between Great Britain and Japan, 
- which have been current in Tokyo since last May, appear to have 

emanated largely from Dutch sources. Thus, the Embassy’s telegram
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No. 98, May 23, 3 p. m.,°* was in part inspired by a conversation with 

General Pabst, the Netherlands Minister to Japan. Likewise, the 

rumors which were recently circulated in Tokyo were started on 

August 17, 1934, by Jan Fabius, the correspondent in Japan of the 

Amsterdam J'elegraaf. Mr. Fabius claimed to have learned from 

an unimpeachable source that negotiations between Great Britain and 

Japan had been concluded and that announcement of the alliance or 

understanding would be made simultaneously with the visit of the 

British Industrial Mission to “Manchukuo”. Under the agreement, 

the correspondent understood, Britain would recognize “Manchukuo” 

and give Japan a free hand in North China, in return for which Japan 

would recognize British freedom of action in central Asia. Britain 

would also support Japan’s claim for naval parity and Japan would 
restrict exports of Japanese goods to British Empire markets. The 
Dutch are undoubtedly nervous in regard to their East Indian pos- 
sessions, and are watching closely for any indication of a bilateral or 
multilateral agreement which will strengthen Japan’s hand in the 

Far East. 

Respectfully yours, JosEPH C, GREW 

693.0023/59 : Telegram 

The Consul at Tientsin (Atcheson) to the Secretary of State 

Trentsrn, September 10, 19384—10 a. m. 
[Received 11:20 a. m.] 

My August 17, 1 [3?] p. m. and subsequent mail despatches. : 
1. New Chinese Maritime Customs stations at Great Wall passes 

have been officially opened as follows: Kupeikou August 22nd; Y1i- 
yuankou August 29th; Lengkou August 30th; and Hsifengkou Sep- 
tember 6th; Chiehlingkou will open in few days. 

2. Press reports that Ministry of Finance has ordered establishment 
of consolidated tax offices at the passes and that “Manchukuo” passport . 

office has been set up at Kupeikou. 
8. Official Chinese sources state confidentially that Huang Fu defi- 

nitely plans to return to Peiping by September 20th although he has 
failed to obtain transfer of General Yu Hsueh-chung who is in key 
position as chairman Hopei Province and Commander of 5ist Army 
and is a forceful opponent of Japanese hegemony in North China. 

4, Copy to Legation by mail. 
ATCHESON 

* Not printed ; see footnote 30, p. 198.
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793.94/6793 

The Minister in China (Johnson) to the Secretary of State 

No. 2975 Prip1ne, September 14, 1934. 
[Received October 6. ] 

Sir: I have the honor to refer to my despatch No. 2972 of September 

13, 1934,°° and previous despatches with regard to Japanese policy 

toward China and to comment on the seeming inability of the Japanese 

authorities to initiate and sustain any given policy in their relations 

with this country. 
As the Department knows, Japanese policy with regard to China 

has vacillated during the past several decades between an extreme 

of conciliation as exemplified by the so-called Shidehara policy and 

an extreme of aggression as evidenced by the so-called T'wenty-one 

Demands of 1915 and the seizure of Manchuria in 1931. These vacilla- 

tions have been the outcome of differing points of view among the 

authorities in Japan with regard to the method of solving Japan’s 

population and economic problems. The one view, which has had as 

its principal supporters Japanese militarists, regards political domina- 

tion of China in part or in entirety as the solution; the other, which 

has had as its principal supporters certain modern-minded liberals, 

sees friendship with China as the solution. The liberals have believed 

that a friendly China would result for Japan in the opening up of 

sources of supply of raw materials and the development of markets 

for Japanese manufactures and that these would make possible the 

industrialization of Japan to a degree which would solve the problems 
of population and economy. The militaristic group, still influenced 
by European theories of the latter part of the 19th century, has be- 
lieved that these problems could best be solved by empire. 

Following the Twenty-one Demands and the immediate years there- 
after which were characterized by efforts to ensnare the Chinese 
through unsound loans, the Japanese military went into an eclipse for 
a period and liberal civilian statesmen came into prominence. A 
policy of friendship for China was followed. This failed however to 
rouse sufficiently reciprocal friendliness on the part of the Chinese, in 
part because this policy of friendship had characteristics of the ag- 
gressive policy. The Chinese failed to realize the wisdom of being 

satisfied with a part of what they wanted from Japan; so, holding out 
| for all, the Chinese lost the four northeastern provinces. 

Although one has sympathy for China, in the long view (and the 
Chinese think in decades and centuries instead of in years as do the 

* Not printed.



276 FOREIGN RELATIONS, 1934, VOLUME III 

Japanese), it seems inevitable that China will eventually become a 
great nation, though decades may pass before that 1s accomplished. 
The real tragedy, however, is Japan. Rising in a few decades from 
feudalism to a position of first rank among the nations, Japan now 
seems embarked definitely on a course which can end—though it may 
be decades hence—in a decline into unimportance. Brought to as- 
tonishing heights by its rapid adoption of Western methods, it has 
begun a descent from those heights by a continued employment of 
those methods which within a few years of their adoption had become 
obsolete. 

It is, in my opinion, essential that Japan, if she is to continue to 
be a great power, must solve satisfactorily her relations with China 
in order to solve her own problems of population and economy. These 
relations can be solved satisfactorily only through gaining the friend- 
ship of China. It is possible that, given opportunity for a few more 
years, the liberals who were in power in Japan prior to the Manchurian 
incident might have brought about a situation through which Japan 
would have found in China great sources of materials for her factories 
and great markets for the produce of her factories, thereby industrial- 
izing Japan to the point of solving her population and economic prob- 
lems. Japan, after all, had little to lose by adhering to a policy of 
trying to be friends with China. There was no military expense 
involved; anti-Japanese feeling in China would have gradually died 
away, notwithstanding temporary setbacks because of the inability 
of the Chinese to treat with any country with consistency and honesty. 
Until September, 1931, Japan had a chance to attain the role of China’s 
paramount buyer and seller, a position which no other power could 
have assailed because of geographical proximity. 

The Japanese military, or a part of them, for various reasons al- 
ready well-known, decided that a policy of conciliation had too many 
disadvantages, both for Japan and for themselves. So they began 
on September 18, 1931, an action which resulted in the wresting from 
China of the four northeastern provinces. 

This seizure was completed in the spring of 1933. Since that time 
there have been indications that the pendulum was swinging again, 
this time away from military aggression toward a kind of conciliation. 
It appeared that some of the Japanese in authority were in favor of 
establishing a policy through which their ends in China (limited on 
the surface at least to economic penetration) would be gained by 
“diplomacy”. ‘This was said to be a policy of support of General 
Chiang Kai-shek (or the National Government), as a result of which 
China would achieve greater unity and increased stability and Japan 
would obtain greater markets and increased sources of raw materials.
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The resignation of General Araki from the post of Minister of War 
and the appointment of Mr. Hirota as Minister for Foreign Affairs 
were two of the developments which were regarded as earnests of 
change in the direction of an enlightened policy, although it seemed 
inevitable that the new policy must fall far short of that policy which 
was followed by Shidehara. The successful establishment of such a 
policy depended (1) on Chinese acquiescence and (2) on the conviction 
of the reactionary Japanese elements that such a policy would succeed 
and would be best for Japan’s interests. The institution on July 1, 
1934, of through traffic on the Peiping—Liaoning Railway without em- 
barrassment to the National Government from any part of China 
indicated that the first point had, for the time being at least, been 
attained. That the second point may not have been attained is indi- 
cated by the recent report (my despatch No. 2972 of September 18, 
1934) that the military have succeeded in obtaining the acceptance of 
the Japanese authorities of a policy of dealing regionally with China 
and of non-support of General Chiang Kai-shek outside of the 

Yangtze Valley. 
Whether or not this report of a policy of conciliation again being 

quashed is true, I doubt whether it is a fundamentally vital factor in 
the situation. I cannot but feel that the Japanese have committed 
during the past three years so many wrongs against China that these, 
when added to the wrongs committed prior to the Manchurian incident, 
have created a situation which makes it impossible for Japan to gain 
the friendship of China through any policy, regardless of its degree 
of liberality. It is perhaps possible that a complete reversal of Japa- 
nese policy, including a return of Manchuria to Chinese sovereignty, 
might have its effect, but it is doubtful if a situation will develop 
within Japan whereby a Japanese government could do this and 
survive. | 

In other words, Japan seems now to have reached a point in its 
relations with China where there is no policy which Japan can adopt 
which holds out promise of bringing to Japan what is requisite if she 
is to continue as a first class power. So it scarcely matters whether 
the reactionary military forms Japan’s policy toward China or 
whether the so-called liberals do. 

It is easy to understand the opposition of the Japanese military to a 
policy of conciliation of China. During recent months the Japanese 
have seen indications of an extension of the power of General Chiang 
Kai-shek, of efforts toward economic rehabilitation, of effective 
increases in military strength. The Japanese have reason to believe 
that if these developments are allowed to continue, China will eventu- 
ally attempt to liquidate her problems in foreign relations, primarily 
the problem of Japanese aggression. It is not surprising, therefore,
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that at least a part of the Japanese military would prefer a disunited 
and militarily weak China, even though Japanese liberals may point 
out that this will mean disturbed conditions which will adversely 
affect Japan’s economic future. A Japanese military, which thought 
the seizure of Manchuria would solve Japan’s population and economic 
problems, now sees that they were mistaken. This does not prevent 
them from believing that the solution lies in sinister activities in 
China south of the Great Wall. During the past few months they 
have apparently given “diplomacy” its chance, and the results have 
been few. 

When the military took Manchuria they created a situation from 
which there seems to be little possibility of turning back without dire 
consequences to Japan and from which there seems to be little possi- 
bility of going forward without dire consequences to Japan. There 
was only one policy which could have solved Japan’s internal prob- 
lems, and that was friendship with China. The action of the Japanese 
military in Manchuria brought that policy to an end and has made 
impossible a genuine and effective return to it. 

Respectfully yours, Neuson Truster JOHNSON 

861.77 Chinese Eastern/1346 

The Consul General at Harbin (Adams) to the Secretary of State 

No. 18 Harsin, September 14, 1934. 
[Received October 22. ] 

Sir: I have the honor to report information and impressions which 
I have received on the subject of the Chinese Eastern Railway since my 
arrival in Harbin on August 18, 1934. 

' Informed people in Harbin, regardless of nationality, appear to be 
uniformly of the opinion that Japan is determined to erase Russian 
interest and influence in the Chinese Eastern Railway in the near 
future. The only question connected with the taking over of the Chi- 
nese Eastern Railway by Japanese interests appears to be the one of 
method. 

The vicious campaign of vilification which the Japanese controlled 
press in Manchuria is aiming at Russia, the utter indifference of the 
Japanese garrisons toward bandit attacks upon the eastern section of 
the Chinese Eastern Railway, the wholesale arrests by Japanese 
gendarmes of Russian railway employees, the construction contem- 
plated and already undertaken in Harbin by the South Manchuria 
Railway, and many other things, all point to the correctness of the 
local opinion, and indicate that Japanese patience is wearing thin over 
the protracted negotiations for the sale of the railway. Recent Amer- 
ican visitors and local businessmen who have talked with high Jap- 
anese and “Manchukuo” officials in Hsinking report that the question
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of seizing the railway under the theory of the State’s right of eminent 
domain is seriously occupying the minds of those controlling “Man- 
chukuo.” 

Leaving aside the political aspects of the matter and considering 1t 
purely from the standpoint of efficient transportation, there seems to 
be no doubt that the taking over of the Chinese Eastern Railway by 
the Japanese would be beneficial to Manchuria. The South Manchuria 
Railway will of course operate the Chinese Eastern Railway in the 
event of its acquisition by the Japanese, and the gauge will no doubt 
be changed to conform to the gauge of the South Manchuria Railway. 

Locally, however, the transfer of the railway from Russian to Jap- 
anese control would cause much suffering and probably some lawless- 
ness. There are about eight thousand Russian employees of the Chi- 
nese Eastern Railway in Manchuria. A large Russian community is 
dependent directly or indirectly upon these eight thousand employees 
and upon the railway. It is a foregone conclusion that one of the first 
steps which the Japanese would take would be to discharge practically 
all Russian employees and replace them with Japanese. That is fore- 
shadowed by the agreed upon provision for the indemnification of dis- 
charged Russian employees in the interrupted negotiations covering 
the sale of the railway. Many of these Russians are not in a position 
to return to Soviet Russia, and their absorption into other occupations 
in “Manchukuo” is, under prevailing conditions, utterly out of the 
question. In no occupation connected with the extensive development 
that is occurring in Manchuria are Russians given an opportunity. 
They are segregated from the main stream of development and activity 
with a definiteness that is startling. 

With respect to the absorbing question of whether or not Russia 
would undertake a military defence of her rights in the Chinese East- 
ern Railway in the event of the seizure of that property by “Man- 
chukuo”, the general consensus of local opinion seems to be that Russia 
would not at this time risk a war with Japan for the sake of the Chi- 
nese Eastern Railway. 

As the Department is aware, railways owned by and under the 
control of the South Manchuria Railway Company completely circle 
and blanket the Chinese Eastern Railway, excepting the western 
section extending from Anganghsi to Manchuli and the eastern section 
extending from Harbin to Suifenho (Pogranichnaya). For some 
time past the servicing of Vladivostok by traffic on the eastern section 
of the line has been vitally interfered with by almost incredibly fre- 

- quent bandit attacks upon trains. These attacks have made exporters 
and importers afraid to risk shipment over the eastern section. The 
diverted traffic goes out through the Japanese ports of the Liaotung 
Peninsula and Korea. Asan indication of the existing conditions, the 
following statistics of disturbances on the eastern section are given.
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These statistics were published in the Harbin Nichi-Nicha (Japanese), 
issue of August 22, 1934, and have been verified by consultation with 
Chinese Eastern Railway officials. The period covered by these 
statistics is from January 1, 1934, to August 8, 1934: 

16 trains overturned, 
41 cases of destruction of rails, 
91 attacks upon railway stations, 

116 persons carried away as captives, 
42, trains looted, 

railway telephones cut 18 times, 
46 persons killed, 

102 persons wounded, 
81 incendiary fires on railway bridges. 

The rolling stock loss of the Chinese Eastern Railway in the above 
mentioned disturbances was 21 locomotives and 207 wagons. 

The western line, extending in the direction of European Russia, is 
comparatively quiet, but the smooth operation of this section does not 
interfere with the Japanese plan for the development of Dairen and 
the Korean ports of Seishin, Rashin and Yuki, partially at the expense 

of Vladivostok. 
It will thus be seen that the Chinese Eastern Railway is of very 

little economic importance under the existing conditions, its value 
having been largely destroyed by Japanese railway construction and 
by other Japanese activities. Russia would suffer principally in 
loss of pride and prestige in the event of the seizure by “Manchukuo” 
of the railway. The general opinion here is that the men in charge 
of Russian affairs are too practical to go to war with Japan at the 
present time with so little of material value at stake. It is said that 
particularly is this so in view of Russia’s present need for the con- 
centration of her energies upon the execution of plans for internal 
industrial development. 

| Respectfully yours, Watter A. ApAMs 

893.01 Inner Mongolia/30 

The Minster in China (Johnson) to the Secretary of State 

[Extracts] 

No. 2976 Perrine, September 15, 1934. 
[Received October 6.] 

Sir: I have the honor to report that the relations of the Mongol 
leaders of Inner Mongolia (Chahar and Suiyuan Provinces) with the 
Chinese authorities are increasingly unsatisfactory because of the 
continuing failure of the Chinese to live up to the terms of the agree- 
ment with regard to the autonomous government which was estab- 
lished in Inner Mongolia in April of this year. :
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The grievances of the Mongols at present are that (1) the Chinese 
have failed to pay to the Mongols any of the promised monthly subsidy, 
reported to be $50,000; (2) the Mongols are suffering so from the 
depredations of Chinese bandits that many have found it necessary to 
build defence works around their yurts; (8) the northward move- 
ment of Chinese settlers into Mongol territory reportedly continues; 
and (4) the Chinese treatment of Mongols as inferiors has not been 
remedied. 

The present situation appears to be equivalent to inviting the 
Mongols to throw in their lot with the Japanese who are supposed to 
be actively at work among the Mongols. According to information 
obtained from an American resident of Peiping who recently spent 
several days with “Duke” Larson, a Swedish national who has lived 
many years among the Mongols and who is believed to have their 
confidence, it is the opinion of “Duke” Larson that before many months 
the Mongols many engage in actual warfare against the Chinese be- 
cause of their dissatisfaction. He believes, however, that the Mongols 
will probably not attempt to enlist Japanese assistance until after they 
begin hostilities as the Mongols feel that they will be in better posi- 
tion to bargain with the Japanese if they initiate hostilities by 
themselves. 

Although it may be thought that the Chinese would not find it 
difficult to subdue the Mongols because of the Chinese superiority in 
aerial armaments, military action on the part of the Chinese would 
have three grave disadvantages; (1) the Chinese would be dealing 
with a spirited people who would probably carry on a kind of guerilla 
warfare difficult of suppression from the air; (2) the Chinese would, 
by such warfare, completely alienate the Mongols and drive them 
definitely over to the Japanese; and (3) Chinese military action would 
invite Japanese interference and invasion on the excuse of defending 
the boundaries of “Manchukuo” from disturbance. 

Respectfully yours, Newtson Truster JOHNSON 

761.94/790 

The Ambassador in Japan (Grew) to the Secretary of State 

[Extract] 

No. 979 Toxyo, September 18, 1934. 

[Received October 6.] 

Sir: 

In general a reading of the foregoing editorials, which are quite 
representative of the Japanese press, impresses the writer as indicat-
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ing that, consciously or not, there is crystallizing a feeling that 
European matters are, at times, of vital interest to Japan and directly 
affect Far Eastern questions, her wishes to the contrary. Since the 
Manchurian incident in September 1931 the attitude has been culti- 
vated in Japan that isolation and independence from the intrigues 

of Western European nations were to be desired. The withdrawal 

of Japan from the League of Nations was in line with this ideal of 
“slorious isolation”. The present event, the entry of Soviet Russia, 
a potential enemy of Japan, into that same League may well tend to 
hasten the reaction from this visionary policy and to induce a more 
practical attitude towards events taking place in Europe. Such a 
result would probably be in line with the wishes of important ele- 

ments in the Foreign Office and of the Emperor’s closest advisers. 

Perhaps it is premature to venture generalizations of this nature 
from the evidence thus far apparent, but I believe, nevertheless, that 
the admission of the USSR to membership in the League will provide 
one more restraining influence, as did American recognition, in the 
conduct of Japan’s relations with Soviet Russia. 

Respectfully yours, JosEPH C. GREW 

%02.4193 Manchuria/10 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Pere1ne, September 21, 1934—3 p. m. 

[Received September 21—1: 35 p. m.| 

425. Reference the Legation’s telegram No. 409 of September 11, 
11 a. m.,% following telegram has been received from American 
Consul General at Mukden: 

“September 20,3 p.m. Referring to my telegram of September 10, 
2p. m., the Japanese Consul General has finally replied in writing 
to the memorandum of my British colleague and myself of August 
93rd concerning the Coghill-Ford-Rowsome case. His communication 
encloses the police report of investigator which completely ignores 
the testimony of the three foreigners placing upon them primary 
blame for the incident and is distinctly discourteous in tone. It is 
manifest that the local Japanese authorities are definitely unwilling 
to take any action against the assailants. 

I am reporting in full by despatch suggesting advisability of diplo- 
matic representations. My British colleague has taken similar 
action.” 

2. Legation is of the opinion that if perpetrators of this deliberate 

attack on foreigners go unpunished by Japanese authorities frequent 

* Not printed; it reported the carrying out of Department’s instructions (see 
telegram No. 280, September 6, 1 p. m., to the Minister in China, p. 269).
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repetition of such attacks may be expected in Manchuria and North 
China. 

JOHNSON 

861.77 Chinese Kastern/1336 : Telegram 

The Chargé in Japan (Neville) to the Secretary of State 

Toxyo, September 25, 1934—5 p. m. 
[Received September 25—10 a. m.| 

912. My 211, September 24, 11 a. m.*’ The Minister for Foreign 
Affairs informed me today that the news of the sale of the Chinese 
Eastern Railway, for 170,000,000 yen was correct. He said that a 
few details connected with physical transfer of the road and the 
settlement of financial matters remained, but the basic question had 
been agreed upon. 

Thirty million yen of the 170,000,000 represents retirement allow- 
ances for the old Russian personnel and some other obligations of the 
railway which the “Manchukuo” authorities would assume. Approxi- 
mately one-third of the remaining 140,000,000 would be paid in cash 
as a lump sum or in installments, while the rest would be paid in 
kind, the Japanese and “Manchukuo” authorities setting up a credit 
for Soviet purchases in Japan and Manchuria. 

Repeated to Peiping. 
NEVILLE 

702.4193 Manchuria/1il1 ;: Telegram 

The Chargé in Japan (Neville) to the Secretary of State 

Toxyo, September 28, 1934—2 p. m. 
[Received September 28—4: 17 a. m.] 

216. Reference Department’s telegram No. 280, September 6, 5 [7] 
p.m. to Peiping. Rowsome incident. 

1. British Embassy here instructed to make representations con- 
cerning Rowsome incident because of “discourteous and unsatisfactory 
nature” of Japanese Consul General’s reply to representations made 
locally by the British Consul General. 

9. The Embassy has been asked by the British Embassy what action 
the Embassy proposes to take in the matter. 

8. In view of the fact that Rowsome appears [to] have escaped 
physical attack and was unmolested expecting [except?] insofar as 
he was a member of the group turned back by the Japanese workmen 

* Not printed. 

748408—50—VvoL. 111-24
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I feel no useful purpose would be served in undertaking formal 
representations in this case, especially in view of the fact of the 
British Government’s representations on behalf of their nationals 

involved. 
4, However, as the attitude of the Japanese Consul General at 

Mukden appears to have been discourteous and unsatisfactory I 
believe this fact might be brought informally to the attention of the 
Foreign Office here, and at the same time the opportunity might be 
used in a discreet manner to ascertain the unofficial views of the 
Japanese Government in the matter. 

5. Does the Department wish to authorize me to approach the 
Foreign Office in the above sense ? 

Copy my mail to Peiping. 
| NEVILLE 

741.9411/217 

The Chargé in Japan (Neville) to the Secretary of State 

No. 989 Toxyo, September 28, 1934. 

- [ Received October 22. | 

Sir: I have the honor to refer to the Embassy’s previous despatch 
No. 964 of September 7, 1934, and telegrams relative to the rumored 
revival of the Anglo-Japanese Alliance. As of interest in this con- 

nection there is hereto appended a translation of statement made by 
Foreign Minister Hirota in the House of Representatives Budget Com- 
mittee on January 30th of this year.* This statement, made many 
months before the rumor was first heard, is of some significance inas- 
much as in it the Foreign Minister clearly expressed regret at the 
passing of the Alliance and stated, in effect, that he intended to coop- 
erate with Great Britain in the spirit of the Alliance. This would ap- 
pear to lend some weight to the Embassy’s statement that “observers 
do not believe that there is a written alliance, but do believe that there 
is some sort of tacit agreement”. 

The only newspaper editorial comment on the rumored alliance to 
appear since my previous despatch was in the Hochi on September 
1st. A translation is hereto appended.** The Hochz admits that there 
are good reasons for the talk about revival of the Alliance, but con- 
siders that a revival is impossible. At the same time it advocates 
Anglo-Japanese cooperation “to maintain peace in the Far East”, and 
hopes that Japan and Britain will come to a closer understanding. 

Respectfully yours, Epwin L. Nrvine 

* Not printed. . :
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702.4193 Manchuria/11 : Telegram | 

The Secretary of State to the Chargé in Japan (Neville) 

WASHINGTON, September 29, 1934—1 p. m. 

168. Your 216, September 28, 2 p.m., paragraphs 4and 5. You are 
so authorized. 

Inform Peiping. Hui 

CHAPTER IV: OCTOBER 1—-DECEMBER 31, 1934 | 

Japanese trade negotiations with Netherlands East Indies; Litvinov’s 
views on question of “Manchoukuo” and on nonaggression pact with 
Japan, October 10; British Ambassador’s views respecting Japan, 
October 11; Ambassador Grew’s report on unsettled problems between 
Japan and Soviet Union, November 1; Japanese expansion in “Man- 
choukuo,” Chahar, and Hopei; attitude of the Department of State re- 
specting defense of Shanghai’s International Settlement, December 14; 
review of developments in China in 1934 

800.51W89 U.S.S.R./189 

Memorandum by the Under Secretary of State (Phillips) 

[Wasurnoton,] October 1, 1934. 

The Soviet Ambassador called this morning to take leave before 
returning to Moscow; he said he expected to be back by the end of 
October and felt confident that, in conversation with the Soviet offi- 
clals, he could accomplish much more than by correspondence. I 
promptly expressed the hope that this would prove to be the result.” 

I took occasion to ask the Ambassador if he had any recent knowledge 
about the sale of the Chinese Eastern Railway; he had no details, but 
felt sure that the few remaining points would be settled before long. 
In reply to my inquiry as to whether he thought the Japanese had any 
ambitions with regard to Inner and Outer Mongolia, the Ambassador 
said he did not think so; he pointed out that there was nothing of value 
to Japan in that region; there was no mineral wealth; there was no 
population to speak of and he did not believe, therefore, that Japan 
would pay much attention to it; on the contrary he thought that Japa- 
nese eyes were directed towards the Chinese market. I asked him this 
question in view of the recent despatch from Bullitt; reporting his 
conversation with the British Chargé d’Affaires just returned from 
London, who had indicated the British Government’s belief that Japan 
might very likely extend its influence into Mongolia through Man- 
chukuo and thus be persuaded to keep her hands off southern China. 

WILLIAM PHILLIPS 

For correspondence relating to negotiations with the Soviet Union, see 
Foreign Relations, The Soviet Union, 1933-1939, section on 1934. 

* Telegram No. 320, September 24, 9 a. m., not printed.
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656d.9431/32 . 

Memorandum by Mr. Eugene H. Dooman of the Division of Far 
Eastern Affairs | 

[WasHincton,| October 3, 1934. 

Until 1930 the trade between Japan and Netherland East India was 
fairly evenly balanced, but in 1931, when there was initiated the present 
Japanese plan of commercial expansion, Japan’s exports to Nether- 
land East India were considerably increased without there being a 
corresponding increase in Japan’s purchases from the latter area. The 
balance of trade in 1931 was approximately Yen 20,000,000 in favor 
of Japan. The disparity was further increased in 1932 and again in 
1933, the balance of trade in favor of Japan in the latter year being 
approximately Yen 100,000,000. ‘To indicate the rate at which Japan’s 
exports to Netherland East India were increased, in 1931 its sales to 
Netherland East India were valued at about Yen 65,000,000, whereas 
in 1933 they were valued at Yen 160,000,000, a proportional increase 
of approximately 250%. On the other hand the exports of Nether- 
land East India to Japan in 1931 were valued at about Yen 46,000,000, 
increasing in 1933 to only about Yen 56,000,000. 

The first measure directed particularly against Japanese imports 
taken by Netherland East India was the laying down of quotas de- 
signed to protect only certain local industries, namely, the produc- 
tion of beer and cement. In the latter part of 1933 a quota was estab- 
lished upon imports of certain types of bleached cotton tissues, in 
supplying which Netherland manufacturers competed with Japanese 

. manufacturers. 
It was realized, however, by the Netherland Government that, owing 

to certain circumstances, it would be difficult and undesirable to re- 
strict Japanese imports by the usual method of applying quotas, 
increasing duties, and so on. Netherland East India is primarily 
a “price market” and not a “quality market”, the average income of 
the natives placing a premium on low-priced commodities rather than 
on commodities of good quality. In this connection, it must be remem- 
bered that certain types of Japanese goods, notably cotton textiles, 
are not of inferior quality and are offered for sale at substantially 
lower prices than those quoted by European manufacturers. It was 
found, furthermore, that a large proportion, if not a majority, of the 
retailers of foreign merchandise in Netherland East India are Jap- 
anese, and, therefore, committed wholeheartedly to the program of 
promoting the sale of Japanese goods. Thirdly, the nationalistic ele- 
ment among the natives began to show increasingly a disposition to 
oppose official measures calculated to benefit Netherland manufac- 
turers at the expense of Japanese manufacturers.
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The restrictive measures against Japanese imports applied by the 

Netherland East India Government resulted, in the summer of 1933, 
in Japanese representations being made at The Hague. After in- 
formal discussions between the Japanese and Netherland Governments 
over an extended period of time, the decision was finally taken by the 
two Governments that a conference to regulate the commercial rela- 
tions between Japan and Netherland East India should be held at 
Batavia. Accordingly, representatives of the two interested Govern- 
ments met at Batavia in June, 1934, and they are still in conference. 

Due reportedly to the fact that an agreement was reached after the 
conference opened to keep secret its proceedings, the despatches that 
have been received from the field do not clearly reveal either the 

agenda or the results thus far achieved. The despatches indicate that 
the proceedings have been carried on with considerable show of acri- 
mony on both sides, that neither side appears to be concessive in atti- 
tude, and that the imperious attitude of the Japanese delegates and of 
the Japanese press representatives accompanying the Japanese dele- 
gation has aroused considerable resentment among the Dutch, both 
official and commercial. 

It is evident that the Japanese have been unable to offer the Dutch 
any satisfactory compensation for a Dutch undertaking to refrain 
from restricting imports of Japanese goods. The principal imports 
of Japan from Netherland East India are such raw materials and food- 
stuffs as rubber, petroleum, copra and sugar. It was suggested that 
Japan undertake to increase its purchases of sugar from the Dutch 
possessions, where the sugar industry has fallen into a dangerous con- 
dition. The Japanese have pointed out that Japan’s sugar require- 
ments are filled by the output of sugar in its own colony of Taiwan, 
and that if Japan were to purchase more sugar from Netherland East 
India it could only dispose of it in China and other areas which are 
at the present time important markets for Dutch sugar. It is under- 
stood that the Japanese have put forward some proposal in the direc- 
tion of securing larger supplies of petroleum from Netherland East 
India; however, no conclusive information is available in that regard. 

Press despatches and official reports together convey the impression 
that the proceedings thus far of the conference at Batavia have been 
a series of controversies unrelieved by substantial progress toward an 
agreement. The latest controversy was occasioned by an order of the 
Netherland East India Government restricting imports from Japan 
of china and porcelain ware, on the ground that the Japanese were 
endeavoring to monopolize the market. The Japanese delegation pro- 
tested against the order as being a violation of an agreement between 
the two delegations that the status quo existing at the time when the 
conference opened should not be altered by restrictive measures. The



288 FOREIGN RELATIONS, 1934, VOLUME III 

Dutch contended that Dutch and other foreign exporters to Nether- 
land East India of porcelain and china ware doing business in Japan 
had been excluded from the quasi-official Japanese guild of manufac- 
turers and exporters of those commodities. The guild replied by de- 
creeing an embargo on exports to Netherland East India, the purpose 
of the embargo being apparently to arouse discontent among the na- 
tionalistic element in the Netherland East Indies against the Nether- 
land authorities. The Dutch Government has made representations 
at Tokyo against the action of the guild, but it is reported that the 
Japanese Government has declined to entertain the protest on the 
ground that the responsibility for violating the agreement to main- 
tain the status quo rests upon the Dutch. 

The foregoing is a brief outline of the salient features of the con- 
ference, so far as they are known to the Division. They do not appear 
to warrant expectation that the conference will be productive of a 
fundamental adjustment of the commercial relations between the two 
countries. It should be borne in mind, however, that it is to the interest 
of neither country that the conference should end in a quarrel : Nether- 
Jand East India is today Japan’s third most important market, while 
it would seem important for the Netherlands to avoid the political 
repercussions of a quarrel with Japan over commercial relations. The 
fact that the conference has already been in session for almost three 
months tends to give color to the assumption that neither side is 
anxious to assume responsibility for a break-up of the conference.” 

893.20/499 

The Secretary of State to the Secretary of Commerce (Roper) 

WasHINGTON, October 8, 1934. 
My Dear Mr. Srcrerary : The receipt is acknowledged of your letter 

of September 24, 1934, in regard to the participation, through the 
efforts of the Department of Commerce, of American nationals in in- 
structing Chinese student aviators in aviation schools in China. You 
mention the participation of certain former or reserve United States 
Army officers and references to this matter in the hearings before the 
Nye Munitions Committee, and you inquire whether in the opinion 
of this Department any review of the situation would be made in the 

* The Ambassador in Japan in his despatch No. 1089, December 10, 1934, report- 
ing on the continuation of the conference at Batavia, stated: “On the whole, the 
prospects for the eventual conclusion of a trade agreement between Japan and 
the Netherland Indies appear to be more hopeful than they have been for several 
(606d O45 87) one can credit the reports published in the Japanese press.” 

? Not printed. 
*See vol. 1, pp. 427 ff. uo
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light of present conditions. You state that so far as you know this 
Government is entirely divorced from the activities of the Chinese 
aviation school except that certain former or reserve Army officers 
are employed as instructors at the expense of the Chinese Government. 

Following the receipt of your letter, a careful review has been made 
of the records of this Department in regard to the participation of 
American nationals in aviation schools in China. That review indi- 
cates that this Department was approached in regard to the project 
which ultimately resulted in the establishing of a Chinese Government 
aviation school at Hangchow, China, and that the facts in regard 
to the action taken by and the attitude of this Department relating to 
that project are as follows: 

Under date March 14, 1932, this Department received a telegram 
from the American Minister to China, who was then at Shanghai,® 
transmitting the text of a message for the War Department from the 
American Military Attaché in China. The Military Attaché’s mes- 
sage stated that he had been requested by a high official of the Chinese 
Government to obtain the services of a group of qualified Americans 
to organize and operate an air school where military aviators might 
be trained for the Chinese Government. This Department forwarded 
to the War Department, as requested, the Military Attaché’s message. 
In reply the War Department informed this Department under date 
March 24, 1932, that that Department was not interested in sending an 
aviation training mission to China and that the contents of the Military 
Attaché’s message had been referred to the Department of Commerce 
for consideration from the standpoint of civilian aviation interest. 
This Department thereupon informed the American Minister to 
China ® of the action taken by it and of the attitude of the War De- 
partment in reference to this subject. The Department also informed 
the American Minister of its opinion that it would be inadvisable for 
this Government to take any steps in connection with the sending to 
China of an aviation training mission while the then existing Sino- 
Japanese situation continued. 

Under date April 11, 1932, this Department wrote to the Secretary 
of War’ stating that this Department was informed by the American 
Minister to China that, according to information received from the 
American Consul General at Nanking and from Mr. Howard, an 
American Trade Commissioner at Shanghai, the Chinese authorities 
were attempting to enlist, for the purpose of giving “advice regarding 
military air training”, the services of United States Army officers at 
Manila who had accumulated leaves of absence which they could spend 

5 Foreign Relations, 1932, vol. m1, p. 582. 
*See telegram No. 121, March 29, 19382, 5 p. m., to the Consul General at 

Shanghai, ibid., p. 643. 
"Letter not printed.
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in China. This Department informed the War Department that it 
was of the opinion that, in view of the situation in the Far East, it 
would be inadvisable for this Government or any of its officers to be 
associated with plans of the Chinese Government in connection with 
“military air training”. The War Department replied that instruc- 
tions had been issued to the Commanding General, Philippine Depart- 
ment, to take such action as might be necessary to prohibit any officers 
of his command from accepting employment or giving advice or 
instruction such as mentioned. This Department so informed the 
American Minister to China.® 

Under date April 17, 1932, the American Minister to China 
telegraphed ° that a high Chinese official was continuing his conver- 
sations with Trade Commissioner Howard in regard to civilian 
aviation and the Minister inquired whether the Department had any 
objection. Under date April 19, 1932, this Department replied * that 
it had no objection to the Trade Commissioner discussing “civilian 
aviation” but that, in relation to plans of the Chinese Government in 
connection with “military air training”, the Department’s view, which 
was known to and concurred in by the War Department, was that, in . 
view of the then existing situation, it would be inadvisable for this 
Government or any of its officers to be associated with military 
training. | 

So far as this Department was concerned, the next development in 
the situation occurred on May 31, 1932, when Mr. John Hamilton 
Jouett called at the Passport Division of this Department in regard 
to the issuance of passports to a number of American citizens who, 
according to Mr. Jouett’s statement, held commissions as aviators in 
the United States Reserve Corps (either the Army or the Navy) and 
who planned to sail from San Francisco on or about June 15 for China, 
where they would work for the Chinese Government in connection 
with aviation. On June 1, 1982, this situation was discussed with Mr. 
Leighton W. Rogers, then Chief, Aeronautics Trade Division, De- 
partment of Commerce. Mr. Rogers stated that the group of American 
aviators was going to China to organize an aviation school for the 
Chinese Government to train Chinese cadets presumably in military 

aviation. It was pointed out to Mr. Rogers that the record of this 
Department indicated that this Department had expressed the view 
that, in view of the situation in the Far East, it would be inadvisable 
for this Government or any of its officers to be associated in any way 
with a project involving military as distinguished from civil aviation. 

*See telegram No. 145, April 19, 1982, 6 p. m., to the Consul General at 
Shanghai, Foreign Relations, 1932, vol. m1, p. 702. 

° Tbid., p. 696. 
* See telegram No. 145 to the Consul General at Shanghai, ibid., p. 702.
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Mr. Rogers stated that the Department of Commerce had transmitted 
messages to and from the Chinese Government and interested Ameri- 
cans; that the interested Americans had signed a contract; that the 
Chinese Government had advanced money; and that the interested 
Americans had made the necessary arrangements to leave for China. 
This information indicated that the matter had proceeded to a point 
where changes in the arrangements already effected could not readily 

be made. 
As you know, this body of American aviators thereupon proceeded 

to China and organized and administered a Chinese Government 

aviation school at Hangchow to teach Chinese military pilots. 
The original view of this Department in regard to agencies of the 

American Government or officers thereof assisting the Chinese Gov- 
ernment in its efforts to conduct military aviation schools for the train- 
ing of Chinese military pilots remains unchanged. We do not favor 
the rendering of American governmental assistance to such projects.“ 

Sincerely yours, CorpeLtt Hui 

761.94/791 : Telegram 

The Ambassador in the Soviet Union (Bullitt) to the Secretary 
of State 

Moscow, October 10, 1934—5 p. m. 
[Received 9:20 p. m.] 

853. I called this afternoon to say goodbye to Litvinov. He ex- 
pressed the opinion that the murder of King Alexander would cause 
great resentment in Yugoslavia against France and would tend to 
throw Yugoslavia completely into the arms of Germany. He ex- 
pressed the hope that Herriot ? might become Foreign Minister but 
the expectation that the Cabinet would fall. 

With regard to relations between the Soviet Union and Japan, 
Litvinov said that since his return to Moscow he had examined with 
great care all reports from Japan; that they indicated that the Japa- 
nese Army could not possibly attack the Soviet Union at the present 
time; that he had no fear whatsoever of a Japanese attack in the fore- 
seeable future. He added that the discussions with regard to the 
Chinese Eastern Railway were going normally and that the agree- 
ment would soon be signed. Litvinov stated that the Japanese were 
having much greater difficulty than anticipated in “Manchukuo” and 
that the Japanese Government had just informed him that it would 

1 This view was reaffirmed in a letter dated February 4, 1935, to the Secretary 
of Commerce (893.20/518). 

* Hdouard Herriot, former President of the French Council of Ministers.
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be necessary to move an army corps up to the Siberian frontier in 
order to attempt to put down the Chinese irregulars. 

Litvinov also stated that he had definite information that the Japa- 
nese were preparing a further advance into Inner Mongolia. 

The Turkish Ambassador, who is very close to many members of 
the Soviet Government, informed me yesterday that in his opinion 
Litvinov was making a determined attempt to work out an entente 

with Japan but added that there was little real belief among the mem- 
bers of the Soviet Government that any friendly relationship reached 
with Japan would be more than a truce. 

I therefore asked Litvinov if he had had any discussions with the 
Japanese directed toward the conclusion of a nonaggression pact. 
He replied that there had been no official discussions but that such 
discussions might follow the sale of the Chinese Eastern Railway to 
“Manchukuo”. I asked him if the.Japanese, in connection with any 
informal discussion which might have taken place, had asked for 
recognition of “Manchukuo”. He replied that they had not, but that 
the question might come up if there’should be discussions of a non- _ 
aggression pact. I asked him what his position would be. He replied 
that he believed that it would be advisable for all the nations of the 
world to recognize “Manchukuo” provided the recognition could be 
sold to Japan at the price of a Pacific pact of nonaggression and mu- 
tual assistance. He said that the eventual recognition of “Manchu- 
kuo” was inevitable; that either Germany or Poland would begin 
the process, and that all other nations would then have to fall in 
line; and that he believed that an attempt should be made to use 
recognition of “Manchukuo” to extort a pact of nonaggression and 

| mutual assistance from Japan. 
. BULLItTT 

711.41/280 

Memorandum by the Under Secretary of State (Phillips) of a 
Conversation With the British Ambassador (Lothian) * 

[Extract] | 

[ Wasuineron, October 11, 1934. ] 

(3) Lord Lothian talked at length about the British attitude towards 
the Far East; he did not present anything particularly new. He 

*® Copy of this excerpt was transmitted on October 22 to the Chargé in 
China (No. 1492) and to the Ambassador in Japan (No. 619). (500.A15a5/205. ) 
The conversation also dealt with personalities in the British Government and 
the war-debts problem. Copy of memorandum was transmitted in full on October 
17 to the Ambassador in Great Britain (No. 585). (711.41/280. )
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reminded me that the British public was not interested in the Japanese 
situation ; that their vision was centered upon Europe and, especially, 
upon Germany; that the British could not hold the front ranks every- 
where; that they were required to hold the front in Europe, in the 
Mediterranean, in the Suez Canal and in India, but there was a limit to 
their capacities. They could not, therefore, be expected to occupy 
a predominant position vis-a-vis Japan in the Far East. That, they 
felt, was something which came close to the responsibility of the 
United States. He spoke about the division of opinion in the British 
Cabinet on this point without mentioning any names, but left with me 
the impression that the British could not, even if they desired, exert 
“power” against Japan. There were too many other fronts that had 
to be maintained. Consequently, there was the possibility that if the 
Japanese offered the British some solution guaranteeing peace, etc., 
in the Far East and the “open door”, the British might accept it with- 
out further ado. He admitted that this might be driving a wedge 
between the British and American Governments in the Far East and 
felt that it was a source of danger. More probably, however, the 
British Government would not commit themselves definitely to the 

Japanese until after the next meeting of the Imperial Conference, 
when the various dominions would be consulted. At this point he 
mentioned the attitude of Canada and that of Mackenzie King.* 
He told me that Bennett had probably discussed the subject in 
London during his recent visit and he was confident that Mackenzie : 
King, who was now in London, was discussing it. He told me that re- 
cently he (Lord Lothian) had been talking with Vincent Massey,!* who 
felt strongly the importance of cooperation between the British and 
American Governments in the forthcoming naval conversations. At 
the moment of this conversation there had been no suggestion of 
Mackenzie King proceeding to London; that within ten days Macken- 
zie King was on shipboard bound for London and that, therefore, some 
new development must have taken him over there. Lord Lothian 
thought that the British Government might have sent for him on the 
ground that having talked over matters with Bennett, it was important 
to discuss them with the probable new Canadian Premier. At any 
rate, Lord Lothian thought that Mackenzie King could be counted 
upon to urge the closest cooperation between the British and American 
navies should Japan undertake to drive a wedge between them. 

W [1r11am | P[1xres] 

“W. L. Mackenzie King, Canadian Liberal, Leader of the Opposition. 
* Richard Bedford Bennett, Canadian Prime Minister. 
* Former Canadian Minister at Washington. |
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894.002/253 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1019 Toxyo, October 20, 1934. 
: [Received November 3. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 1005, 
dated October 10, 1934," on the subject of Japanese representation in 
Manchuria, and to report that, since that despatch was written, the 
dispute referred to on pages 6 and 7, between the civil police of the 
Kwantung Leased Territory and the Kwantung Army Gendarmerie, 
has developed to a point where it threatens the continued existence of 
the Okada Cabinet. 

The controversy is being waged around the War Office and the 
Ministry of Overseas Affairs, the latter department having jurisdic- 
tion over the civilian administration of the Kwantung Leased Terri- 

tory. Both of these Departments have issued public statements 
explaining their positions, creating what the Japanese newspapers 

describe as “the battle of statements”. The War Office contends that 
the civilian police should be placed under the command of the Kwan- 
tung Army because of the necessity for unified control, while the 
Department of Overseas A ffairs bases its arguments on the ground that 
civilian administration should always be separate from military affairs. 
The newspapers have been rather non-committal in regard to the 
matter, and confine their comments to deploring the break-down in 
official discipline. The reactionary element, as is usually the case, 
supports the Army view, but, according to information which has 
reached the Embassy, a large section of the public is inclined to 
support the civilian view of the case. It is being asserted privately, 
according to one informant, that the Army is becoming much too 
arrogant and grasping, and that it is not working entirely for the 
good of Japan and Manchuria. It has personal reasons for wishing 
to control everything possible in Manchuria. Army officers, in the 
Japanese service, are usually retired when comparatively young, on 
small pensions, and they wish to create numerous positions in Man- 
churia under their control, in order that they may be able to step 
into these positions when they are retired. 

The Army, however, is adamant in its demand that the original plan 
be carried out and that the Kwantung police be placed under the 
Gendarmerie commander. The Cabinet was forced to agree with the 
Army and announced on the 18th that there would be no deviation 
from the original scheme for reform of the administrative organs in 

™ Not printed.
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Manchuria. Immediately upon receipt of the news, a number of the 
civilian officials of the Kwantung Government resigned, and the Kwan- 
tung police is reported to be considering resignation en masse. The : 
Kwantung Army has reported that it is prepared to take drastic action 
(presumably meaning the proclamation of martial law in the Leased 
Territory) if necessary. 

The principal danger to the Okada Cabinet arises from the fact 
that the Cabinet cannot withdraw its plan for reforming the Japanese 
administrative organs in Manchuria without such loss of face that it 
will be compelled to resign. On the other hand, if the civilian police 
continue their resistance to military control, a situation will be created 
which will amount practically to a revolt against the military. 
Premier Okada, who is also Minister for Overseas Affairs, will have 
to assume responsibility for the insubordination of the officials of his 
Department, and will have to resign. Admiral Okada is in a most 

dificult position. As Premier he must carry out the plans of his 
Cabinet and enforce the reform of the administrative organs in 
Manchuria; as Minister for Overseas Affairs, however, he must present 
and uphold the principles for which the officials of his department 
are battling. General Hishikari, the Commander of the Kwantung 
Army, Ambassador to “Manchukuo”, and Governor of the Kwantung 
Leased Territory, also is in an anomalous position. As a representa- 
tive of the Army, he must support unification of control of Japanese 
administration in Manchuria under the Army; as a representative of 
the Foreign Office and the Overseas Ministry he must advocate civilian 
administration. General Hishikari is reported in the newspapers to 
have given up the situation as beyond his control, and to be preparing 
to resign. 

The rumor is current in political circles in Japan that there is more 
in the present controversy than meets the casual eye. According to 
the rumor, the Genro, Prince Saionji, the Keeper of the Privy Seal, 
Count Makino, the Minister of the Imperial Household, Baron Dr. 
Ikki, and other officials close to the Throne, are dissatisfied with the 
Okada Government, principally because it has not been able to with- 
stand the demands of the military. The Genro and other pacific in- 
fluences wish to save the coming naval disarmament conference, if 
possible, but the Okada Cabinet was prevailed upon by the radical 
elements in the Navy to consent to Japan’s abrogation of the Wash- 
ington naval agreement.'*® Likewise, the liberal element was opposed 
to the Army’s plan to unify all Japanese administrative organs in 
Manchuria under the control of the Army, but the Okada Cabinet was 
forced or induced to agree to the Army’s plans with but slight modifi- 
cation. Because of the difficult times ahead of the nation, careful, 

8 Signed February 6, 1922, Foreign Relations, 1922, vol. 1, p. 247. _
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peaceful and friendly diplomacy is needed, but efforts along these 
lines are continually being frustrated by the violent views of the mili- 

: tary, and Premier Okada has shown himself as virtually powerless in 
his efforts to curb the military. The present incident, therefore, ac- 
cording to the rumors, is being used to force the Okada Cabinet out 

of office. 
The Teito Vichi-Nichi states that the Genro and other high officials 

are already secretly casting about in search of a suitable candidate for 
Premier. Viscount Ishii (formerly Foreign Minister and Ambassa- 
dor to Washington), Viscount Saito (recently Premier) and Mr. 
Korekiyo Takahashi (recently Finance Minister) are mentioned as 

possible candidates. 
Respectfully yours, JosEPH C. GREW 

861.77 Chinese Eastern/1347 : Telegram . 

The Chargé in the Sovict Union (Wiley) to the Secretary of State 

Moscow, October 31, 1934—noon. 
[Received October 31—11: 30 a. m. | 

371. Pravda October 31st publishes Tass communiqué on present 
state of negotiations for the sale of the Chinese Eastern Railway. 
It states in substance the following: 

An agreement has been reached with regard to the price which 
is to be 140,000,000 yen payable two-thirds in goods and one-third 
in cash. One-half of the cash payment is to be made upon signature 
of the agreement and the remainder during the course of 3 years. 
An agreement has also been reached with regard to the conditions of 
dismissal of Soviet employees and workers. The leading point upon 
which agreement has not yet been reached is the question of the 
guaranteeing by Japan of the financial obligations to be undertaken 
by “Manchukuo”. Disagreement also continues in respect of the con- 
ditions for the delivery of the road, “Manchukuo” demanding that 
all rights to the road be transferred at the moment of signature but 
that the road itself should actually be handed over at a future date 
within 1 month after signature. The Russians object to operating a 
road to which they have no rights. “Manchukuo” furthermore in- 
sists on a checking of inventory which the Soviet Union, in view 
of the price agreed on, considers superfluous. Finally the Soviet 
Union still claims some of the property of the road on the grounds 
that it is the property of the Russian State not of the railway. This 
question is also still unsettled. 

The communiqué which ends on an optimistic note is a rejoinder to 
Japanese press attacks. Full text is being forwarded by pouch.” 

WiLry 

*” Not printed.
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761.94/800 | . 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1030 Toxyo, November 1, 1934. 
[Received November 20. ] 

Sir: For some years after the emergence of the Soviet régime Japa- . 
nese policy towards Russia was limited, in its imperialistic tendencies, 
more by the restraining influence of third parties than by Soviet re- 
sistance. As recently even as the winter of 1931-1932 the Japanese 
discovered that the USSR was unwilling to risk the defense of the 
traditional Russian sphere of influence in North Manchuria. It was 
only in December 1932 that, in refusing to extradite the rebel General 
Su Ping-wen, the Soviets served notice that there were limits to their 
subservience to Japanese encroachment. 

In the last two years Japanese policy has been confronted with pro- 
gressively stronger, self-reliant opposition on the part of the USSR. 
The situation has altered profoundly. The USSR has secured her 
European frontiers through non-aggression pacts, she has improved 
her line of communication to the Far East, she has developed a military 
machine of undoubted strength in this region, she has in some measure 
resolved an economic crisis, she has been recognized by the United 
States, and she has secured admittance to the League of Nations. 

There has as yet been no general realization in this country of the 
full significance to Japan of the altered situation. The army at first 
was inclined to underestimate the Soviet regeneration, Japanese army 
officers today still adopt an attitude of professional scorn when Rus- | 
sia’s military strength is mentioned. In General Araki’s time the 
Soviet “menace” was capitalized for political purposes to secure funds 
for the army. Certain elements in the army then advocated and pos- 
sibly still advocate seizure of the Chinese Eastern Railway and the 
liquidation of Soviet interests in North Manchuria by condemnation 
and seizure. ‘There has been, however, some disinclination to arouse 
a war psychology directed against the Soviets. On the other hand, 
since the advent of Mr. Hirota the Foreign Office has fully recognized 
that Japanese policy must be modified, that it is now necessary to 
compromise with Soviet Russia rather than mete out to her the treat- 
ment accorded to Japan’s inferiors in power. 

In addition to frequent lack of harmony between the civil and mili- 
tary branches of the Government Japanese policy has suffered from a 
failure to appeal to world opinion. The Soviets have outmanoeuvered 
the Japanese in the Chinese Eastern Railway negotiations. They have 
not only gained the time which they needed to achieve a greater de- 
gree of security but they have also continually forced the Japanese
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on the defensive before the court of world opinion. Russia probably 
averted confiscation of her interests by her timely offer to sell the rail- 
way, she also focused public attention on the question by publishing 
the “Hishikari Documents” a year ago, and only lately she called into 
question Japan’s intentions by revealing that negotiations had been 
broken off by Japan with only a difference of Yen 40,000,000 remaining 
between the bid and asked price. Moreover, in securing Mr. Hirota’s 
active participation as “mediator”, the USSR has successfully flouted 
the Japanese contention that “Manchukuo” is an independent nation. 
The failure of Japanese diplomacy to secure foreign approbation in 
the controversy with the USSR has been one of the principal factors 
which have deterred Japan from a war with Soviet Russia. Not many 
months ago Major General Doihara, chief military intelligence offi- 
cer in Manchuria, admitted this fact to an American correspondent *. 
More recently Major General Isogai of the General Staff wrote in the 
Gaiko Jtho of October 11 that “The existing international situation 
is such that it will hardly be possible for Japan in case of war to hope 
for as favorable diplomatic circumstances as those she enjoyed in the 
past wars in which she was involved”. 

Were the Chinese Eastern Railway question the only important 
issue at stake Japan could afford to leave the definition of policy 
towards Soviet Russia in abeyance. However, as the Foreign Minister 
well realizes, there are many questions awaiting solution, the fisheries 
of Kamchatka, the oil fields of North Saghalien, the yen-ruble ex- 
change rate, the delimitation of the “Manchukuo”-Soviet border, as 
well as certain minor problems which are likely to follow in the wake 
of the Chinese Eastern Railway Settlement. Still more important to 
Soviet-Japanese relations in the long run is the question of Japan’s 
continental policy in regions such as Mongolia where her political 
interests have not yet been defined. 

There have been rumors recently that all is not well with the auton- 
omous government of Prince Teh Wang in Inner Mongolia.+ It is 
known that the Nanking Government has not paid the monthly sub- 
sidy promised to this government at its inception last April and that 

there has resulted much unrest among the Mongols. These people 
naturally prefer the Chinese as less powerful overlords than the Jap- 
anese but the steady encroachment of Chinese settlers on Mongol land 
is of course, bitterly resented, especially as the frontier to Outer Mon- 
golia remains closed with the result that the Inner Mongolians find 
themselves reduced to a slowly narrowing east and west corridor in 
Chahar and Suiyuan. Recently Teh Wang’s chief of staff, Han Feng- 

* Hmbassy’s despatch No. 714, March 23, 1934. [Footnote in the original. ] 
+ Embassy’s despatch No. 894, July 18, 19384 and No. 761, May 3, 1934. [Foot- 

note in the original.]
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lin, disappeared in Peiping, and a significant report has appeared that 
he was executed for selling information to the Japanese. The Jap- 
anese, it seems, are losing no opportunity to extend their influence 
west and south from the “Manchukuo” Mongol province of Hsingan 

_ where frequent reforms and privileges are calculated to appeal to the 
Mongols both within and without the border. Recently a delegation 
of Hsingan Mongols has been feted in Tokyo. Last month in Peiping 
my secretary was told by a recent visitor to Kalgan that foreign resi- 
dents there had been approached by Japanese agents who were ap- 
parently making an extensive survey of facilities for transporting 
gasolene and supplies in large quantities into the interior. It is also 
to be noted that General Isogai in the article quoted above, writes that 
“The Japanese Empire relies much on the resources of Manchuria and 
Mongolia, both in peace and war” and, in developing this theme, he 
quite ignores any political difficulties which might arise with respect 
to the exploitation of Mongolia. 

In closing the Outer Mongolian border to the south it is quite pos- 
sible that the Soviets believe that Inner Mongolia is soon destined to 
become a Japanese sphere of influence and that they wish to have their 
own interests clearly delimited in advance. Should the strained situa- 

tion now existing in Inner Mongolia result in an insurrection, the 
stage is set for the Mongolian question to become acute. At that time 
it is likely that Soviet Russia and Japan will find each other face to 
face along a Mongolian frontier of great strategic importance. 

The question then arises in what manner Japan can deal with Soviet 
Russia in the light of the latter’s greatly improved position and reach 
a settlement of the foregoing problems. At present the danger of a 
military solution { appears slight. The army to be sure remains im- 
patient and out of sympathy with the Foreign Office whose methods 
seem to it indirect and dilatory. Yet the “strong policy” which the 
army as a whole wishes the Foreign Office to adopt is now clearly in- 
effective in dealing with the Soviets who seem thoroughly conscious 
of the altered situation and of their own enhanced power. In a recent 
conversation with me the Soviet Ambassador seemed genuinely to be- 
lieve that Japan’s internal and external affairs are in a critical posi- 
tion and that the difficulties which the country faces may at any time 
cause a crisis. He is doubtless reporting in this vein to his Govern- 
ment. Accordingly such diplomatic pressure as Japan may from time 
to time attempt to exert would in all likelihood prove ineffective. 
There probably remains only one productive way of dealing with the 
Soviets, namely bargaining pure and simple. For Japan this involves 

tSee Memorandum of conversation attached. [Footnote in the original; 
memorandum not printed. ] 

748408—50—voL. 11I———25
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two difficulties, first the question of “face”, prestige, and second the 
difficulty of maintaining stable political conditions within the country 
when necessary concessions to foreign powers are revealed. These fac- 
tors minimize the likelihood of any open rapprochement. 

The situation in Japan at the present appears not so much favorable 
to a rapprochement as it does adverse to a war at the present time. 
Therefore, dictated by purely temporary expediency, further com- 
promises and bargains may follow the example of the Chinese Eastern 
Railway settlement. Mr. Hirota has long been in favor of such a 
course, business leaders heartily endorse his point of view in the hopes 
of enjoying the present industrial boom to the utmost, and the army 
is preoccupied with the reform of Japanese administrative organs in 
“Manchukuo” as well as with its own modernization program and with 
‘securing budgetary appropriations for the next fiscal year. Further- — 
more the attention of the nation as a whole has been focused on the 
naval question, the difficulties of the agricultural classes appear likely 
to become an important political issue, and the question of national 
finances is causing considerable anxiety. 

It is possible that the first problem with Soviet Russia to be tackled 
will be the “Manchukuo”-Soviet border. At present there 1s much 
talk about a permanent Border Commission and the establishment of 
a demilitarized zone similar to that set up by the Treaty of Ports- 
mouth 2° for the Korean frontier. The Soviet side, which has con- 
structed expensive fortifications along the Amur border, is believed to 
prefer a non-aggression pact and the retention of the fortifications. 
Unfortunately, however, the Japanese army will in all lkelihood 
oppose a non-aggression pact as long as any excuse may be found to 
justify its position. A settlement more in line with the ambitions of 
each country and in accordance with the general trend of events would. 
be a secret partition of Mongolia, Japan to be paramount in Inner 
Mongolia while guaranteeing the USSR’s position in Outer Mongolia. 

Nevertheless, should some sort of negotiated improvement in Soviet- 
Japanese relations take place it will involve artificial expedients and 
could scarcely preserve a static condition for many years. Both 
powers are expanding rapidly in East Asia, one motivated by 19th 
century imperialism vitalized with the patriotic fanaticism of the 
Japanese race, the other motivated by a cult which produces an equal 
degree of fanaticism. The two ideologies cannot compromise nor can 
a position of mutual trust be reached between these two peoples. Each 
is perfecting powerful trained military machines, and many leaders of 

each, it is believed, are convinced that an eventual struggle is 
necessary. As earnest of future difficulties the unification of Japanese 

2 Foreign Relations, 1905, p. 824.
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administrative organs in Manchuria under a Kwantung Army officer 
and the recent pamphlet issued by the War Office exhorting the people 
of Japan to greater self-sacrifice and to a sterner patriotism are not 
calculated to allay Soviet suspicions. Nor is it possible to lose sight 
of the fact that periodically in Japanese history the Army has dictated 
the direction of foreign affairs. 

Respectfully yours, JosEPH C, GREW 

893.00/12882 . 

The Consul General at Tientsin (Lockhart) to the Chargé in China 
(Gauss) * 

No. L-808 Trentsin, November 1, 1934. 

Sir: I have the honor to refer to the second paragraph of Page 4 
of the political review for this consular district for September, 1934,” 
in which reference is made to plans for the setting up of a “Reorgani- 
zation Committee for the Demilitarized Zone”, and, in that connec- 
tion, to inform the Legation that the Commission for the Settlement 
of Affairs Pertaining to the War Zone was, according to local English 
and vernacular press reports, formally instituted this morning. 

These reports state the members of this Commission to be: 

Yin T’ung, Managing-Director of the Peiping-Liaoning Railway ; 
Li Tse-i, representing the Readjustment Council ; 
Yueh K’ai-hsien, Special Diplomatic Commissioner for Chahar ; 
Chu Shih-ch’in, representing the Branch Military Council; 
Yin Ju-keng, Administrative Inspector for the Chi-Mi Area; 
Tao Shang-ming, Administrative Inspector for the Luan-Yu 

rea | 
Hsu Tung-hsin, representing the Hopei Provincial Government. 

Three of these seven, Li Tse-i, Yin T’ung, and Chu Shih-ch’in, have 
been appointed to the Commission’s Standing Committee. 

The “General Principles Governing the Organization of the Com- 
mission for the Settlement of Affairs Pertaining to the War Zone” 
were promulgated on October 31, after having received the approval 
of the Executive Yuan at Nanking. A copy in translation of these 
“General Principles” is enclosed.” It will be noted that the Commis- 
sion is in effect empowered to deal with all matters of any importance 
which have arisen or may arise in the Demilitarized Zone for a period 
of six months; that it is appointed by and is subject to the Peiping 
Political Readjustment Council, of which General Huang Fu is the 

21 Copy transmitted to the Department by the Consul General at Tientsin in 
his despatch No. D-664, November 1; received December 3. 

22 Not printed.
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Chairman; that its seat is in Peiping, in the quarters of the Political 
Readjustment Council; that by complexion it would appear to be : 
definitely “pro-Huang”; and that its membership is recruited almost 
altogether from those officials of this area who were trained in Japan 
and who are known for their acceptability to the Japanese. 

It would therefore appear that the establishment of the Commission 
for the Settlement of Affairs Pertaining to the War Zone gives Gen- 
eral Huang Fu a large share of the power to deal with affairs in the 
Demilitarized Zone which he is reported to have sought during his 
recent visit to the South. Correlatively, by relieving General Yu 
Hsueh-chung, the Chairman of the Hopei Provincial Government, of 
all authority in the Demilitarized Zone, it effectively reduces his power 
throughout the Province, since there are few matters of any importance 
likely to arise in this area in the near future which do not relate to that 
Zone. It might be said that, in a sense, General Yu is being pushed 
back from the North and West into a very restricted area in and 
around Tientsin. 

But the General is not without friends, and he has so far been able 
to disregard the continued intimations in the vernacular press, in 
Japanese propaganda sheets, and even those which by report have 
been conveyed to him in a more direct manner, that he should submit 
his resignation or accept a transfer to some inland command. 

It is hoped that the Commission for the Settlement of Affairs Per- 
taining to the War Zone will be found to be well designed to meet 
the situation now existing in that Zone. At least there has been 
urgent need for some authority that might remove the confusion that 
has existed in that area since the signing of the Tangku Truce.”4 

Respectfully yours, ¥. P. Lockwart 

798.94/6812 

The Chargé in China (Gauss) to the Secretary of State 

No. 3127 Perrine, November 9, 1934. 

[ Received December 1. | 

Sir: With reference to ‘recent despatches * from the Consulate 
General at Mukden containing information with regard to railway 
construction and other Japanese activities in Jehol Province sug- 
gestive of possible future forward movements of the Japanese military 
into Chahar or Hopei Provinces, I have the honor to submit, with 
comment, information available at Peiping in this regard. 

*% Signed May 81, 1933, Foreign Relations, Japan, 1931-1941, vol. 1, p. 120. 
* Mukden’s despatches to the Department Nos. 726 and 729 of October 20 and 

25; and to the Legation, Nos. 972 and 973 of October 20. [Footnote in the 
original; despatches not printed. ]
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According to the above-mentioned despatches, reports have been 
received to the following effect: (1) The Railway approaching Cheng- 
teh (Jehol City) from the northeast will soon be completed as far as 
Hsiapancheng, which is 20 kilometres southeast of Chengteh. (2) A 
line is shortly to be constructed southwest from Hsiapancheng to 
Hsinlung, which is only 30 or 40 kilometres north of Malanyu (a pass 
in the Great Wall), which in turn is only slightly more than 100 kilo- 
metres from Peiping. (38) This line to Hsinlung is now referred to 
in Chengteh as “the main line”, although Hsinlung is of no intrinsic 
importance unless the line be extended south of the Great Wall, while 
the line to be constructed from Hsiapancheng to Chengteh 1s now 
referred to in Chengteh as “a branch line” which is not to be com- 
pleted for some time. (4) A railway is to be built from Chengteh 
to Dolonor, in eastern Chahar Province and a road, ostensibly a 
motor road but perhaps the road bed of a railway, 1s under rapid con- 
struction along the first quarter of the distance between the two 
cities. (5) Motor roads, which may also be the road beds of railways, 
are under construction north of Chengteh. These roads (or railways) 
will approach the Jehol-Chahar border considerably north of Dolonor. 
(6) Maps are on sale at Chengteh showing Dolonor and the immediate 
vicinity as part of “Manchukuo”. (7) The Chief of the Japanese 
Military Mission at Chengteh has been transferred to Kalgan, the 
capital of Chahar Province. (8) The press in Manchuria publishes 
reports indicating, or intended to indicate, close relations between some 
of the Mongols of Chahar and “Manchukuo”. (9) Gasoline has been 
ordered by Japanese for transportation to Dolonor and Kalgan. (10) 
General Doihara has recently visited Peiping and Tientsin. 

The Legation concurs in the view that these developments indicate 
that a forward movement may be intended by the Japanese military. 
All of these developments, on the other hand, may have a quite dif- 
ferent significance. The road work, for example, may be for the 
purpose of consolidating Japan’s position within “Manchukuo” or 
may be preparation for a possible future conflict with Soviet Russia; | 
the new military mission at Kalgan may be no more than a routine 
matter, as such missions are to be found in a number of Chinese cities; 
General Doihara is said by a liberal Japanese opposed to the Japanese 
military to have no longer the importance which he once had; the 
maps may be the work of patriots without influence; and some of these 
reports may be without foundation. 

Nevertheless, the Legation feels that, whatever the significance of 
the foregoing developments, the Japanese military may make a 
move which will imperil Chinese sovereignty in one or both provinces 
in question. It is impossible to state whether such action may occur 
in the near or more distant future. It is doubtful whether the Japanese
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military itself. could make an accurate forecast in this regard. If and 
when the Japanese do make such a move, at least some of the develop- 

ments described in the despatches of the Consulate General at Mukden 

will naturally play a part. | 
Local Chinese and Japanese opinion does not foresee any forward 

action on the part of the Japanese military in the immediate future. 

Even they, however, cannot be certain of the intentions of the ultra- 
reactionary junior officers of the Japanese military stationed in Jehol 

Province and at Tientsin. There are, for example, factors in the 
situation which are known to be highly irritating to the Japanese 
military. Such irritation might easily develop into some sort of an 
outburst which would alter considerably the present superficial tran- 

quility. 
There continue to be incidents between Chinese and Japanese which 

arouse the anger of the Japanese military. The most recent is that _ 
of the Japanese chancellor, Ikeda, of the Japanese Consulate General 

at ‘Tientsin, attached to the Japanese Consulate at Kalgan for duty. 

Ikeda started out on October 26 northward from Kalgan in the com- 
pany of Lt. Col. Matsui, Chief of the Special Military Mission at 
Kalgan, and Major Yamaguchi of the Tokyo General Staff. They 
were stopped at Changpei (10 miles north of Kalgan) by 19 Chinese 
soldiers. Ikeda, who speaks Chinese very well, approached the 

Chinese soldiers and asked what they wanted. According to the Le- 
gation’s informant, who obtained his information from a member of 

the staff of the Japanese Consulate at Kalgan, Ikeda very probably 
used some impolite Chinese language. At any rate, one of the Chinese 
soldiers clouted him on the side of the head with a rifle, knocking him 
down and rupturing one of hiseardrums. A Chinese officer appeared 
on the scene, the matter was temporarily adjusted, and the three Jap- 
anese proceeded on their trip. The Japanese military, however, have 
demanded a settlement, and the case is now under negotiation. 

Another recent incident was the refusal of Chinese authorities to 
permit a body of Japanese-“Manchukuo” troops to pass through 
Malanyu, a pass in the Great Wall, in pursuit of some bandits who 
had fled southward through it. Although the Japanese concerned 

permitted themselves to be dissuaded from pursuit, this incident is 
said still to rankle in the minds of the Japanese military. 

It is also understood that the settlements of the affair of the killing 

in August of this year by Chinese of six Koreans at Fushanssu and 
of the affair of the killing by a Chinese of Miyagoshi, a Japanese sutler 
to some of the Japanese troops in the demilitarized area (Legation’s 

monthly report for September, 1934 *°), were not so severe as some of 
the military desired. ‘The terms appear severe enough to an observer. 

** Not printed.
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In the case of the Koreans, an indemnity of $2,000 for each of the de- | 
ceased was paid, although these Koreans, according to an official of 
the Japanese Legation, were probably undesirables, peddling nar- 
cotics. The terms of the settlement of the Miyagoshi incident were 
so severe that, according to reliable Japanese information, publication 
was withheld for three or four weeks at the request of the Chinese 
authorities. They have now been published with the exception, it is 
understood, of one of the clauses. They include an indemnity of 
$10,000, the dismissal of two local magistrates, and provision for the 
punishment of the Chinese offender. (In this connection, informa- 
tion has been received from a Japanese source to the effect that the 
offender has been turned over to the Japanese for punishment. It 
is difficult to believe this report, but it cannot be entirely ruled out 

| as impossible in view of the general temper of the Japanese military 
authorities in this area.) The unpublished condition will never, ac- 
cording to a statement made by the Japanese Assistant Military 
Attaché to a Japanese known to the Legation, be divulged as it would 
arouse too much indignation on the part of the Chinese people. The 
Legation has not yet learned what this condition is. 

The flight of Japanese planes over Chahar on October 25 and the 
scattering over the town of Chihfeng of handbills which complained 
of “illegal acts” on the part of certain Chinese and which threatened 
retaliation is believed to have been caused by anger on the part of 
the military resulting from the accumulation of such incidents, as 

. well as from their probable desire to remind General Chiang Kai-shek, 
who was at that time visiting Peiping, that the Japanese military is | 
still a force to be reckoned with both north and south of the Great Wall. . 

The Legation has been informed by an unusually frank critic of the 
Japanese military, the representative of a Japanese news agency, that 
the Japanese military are very dissatisfied with the “conciliatory” 
attitude toward the Chinese authorities of Lt. Col. Shibayama, 
Japanese Assistant Military Attaché at Peiping and principal 
Japanese figure in negotiations over problems in North China affecting 
both countries. They feel that he gives in to the Chinese to such a 
degree that “he is rather an adviser to General Huang Fu than a 
Japanese military attaché”. The civilian Japanese of Peiping regard 
Lt. Col. Shibayama as an exceptionally able and liberal Japanese 
military officer and believe that he is in frequent conflict with the 

Japanese military in Manchuria and at Tientsin. According to the 
press correspondent mentioned above, it is probable that the Japanese 
military will effect the transfer of Shibayama by the end of this year, 
having him replaced by a reactionary, ultra-patriotic officer. 

The Japanese military are also dissatisfied with General Yu Hsueh- 
chung, the Hopei Provincial Chairman, and with some of his subor-
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dinates. I am now informed that the Japanese military have come 
to an agreement with the Chinese authorities by which General Yu 
will retain his position while some of his subordinates distasteful to the 
Japanese military will be removed. According to my informant, the 
Japanese agreed to the non-transfer of General Yu because none of 
the possible successors suggested by the Chinese authorities were as 
satisfactory in the Japanese viewpoint as General Yu, unsatisfactory 
though he is. Although the Japanese military may have agreed to the 
retention of General Yu, it is doubtful if they are pleased with the 
arrangement. 

The desire of the Japanese military to see Japanese interests de- 
velop North China economically in order that Japan may be helped 
financially is not being realized with any rapidity. As far as the 
Legation knows, the only important solutions reached in Sino- 
Japanese relations affecting North China have been the establishment 
of through passenger traffic on the Peiping—Liaoning Railway and the 

| establishment of five Chinese customs houses and one sub-offlice at 
passes, other than Shanhaikuan, along the Great Wall. It is now 
understood that an agreement for the reestablishment of postal com- 
munications between Manchuria and North China will be made public 
in the near future. Japanese efforts to persuade the Chinese author- 
ities concerned to use Japanese money for the construction of certain 
railways in North China (Legation’s despatch No. 2906 of August 16, 
1934) are said to have been unavailing so far. According to a usually 
reliable Japanese source, conversations in this regard are not now in 
progress as the Japanese have come to realize that the Chinese author- 
ities cannot at present do anything definite in this regard without 
arousing such a clamor on the part of the Chinese people as to endanger 
the position of the Chinese authorities. The progress of Japanese 
economic penetration into North China does not appear, therefore, to 
be as yet very extensive. 

Another indication of dissatisfaction with the situation is to be 
found in a Japanese daily newspaper published in Tientsin (Z'enshin 
Nippo), an organ of the Japanese military. Complaints appear fre- 
quently in this paper of alleged anti-Japanese activities existing in 
North China. 
From the foregoing it may be seen that, although there is no con- 

clusive evidence that any action affecting Chahar and Hopei Provinces 
in the near future is contemplated by the Japanese military, there is 
evidence to show that the Japanese military is discontented with the 
present situation and is in an irritable mood. When the Japanese 
military is discontented, it is capable of taking matters into its own 
hands. One can only surmise what the purpose of possible future
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actions might be. For example, the military might wish to define the 
western boundary of Jehol Province to its satisfaction, as that bound- 
ary is at present in dispute and ill-defined; the military might wish 
to force the Chinese into agreements which would accelerate Japanese 
economic penetration into North China, possibly including the con- 
necting of railways in Jehol with railways inside of the Great Wall; 

or the military might intend to bring within the boundaries of “Man- 
chukuo” a part of Inner Mongolia, say, Dolonor and that part of 
Chahar Province which juts eastward into “Manchukuo”, with Jehol 
on its south and Outer Mongolia on its north. 

It is also possible that the Japanese military in Jehol and Tientsin, 
whatever the local factors were, might be influenced in future.action 
by the situation in Japan and Manchuria; that is, they might con- 
ceivably be inspired to action in order to arouse a patriotism at home 
which would defeat the activities of Japanese civilians desirous of 
limiting the powers of the military. 

Respectfully yours, C. E. Gauss 

893.01 Manchuria/1195 . 

The Chargé in China (Gauss) to the Secretary of State 

No. 3125 Perpine, November 10, 1934. 
[ Received December 1.] 

Sir: I have the honor to refer to the Legation’s telegram No. 335 
of August 3, 1934, 11 a. m., reporting that, when British troops in sum- 
mer camp at Shanhaikwan were holding their accustomed maneuvers 
north of the Great Wall in an area which had always been regarded 
as part of Hopei Province, the British military authorities were re- 
quested by the Kwantung Army to obtain thereafter the permission 
of the Kwantung Army before holding maneuvers north of the Great 
Wall. It was further reported that the British military authorities 
were understood to have no intention at that time of accepting the 
Japanese position. 

I now have the honor to bring to the attention of the Department 
a report under date November 5, 1934, in Reuter’s Foreign Service, 
that Sir John Simon, British Secretary for Foreign Affairs, when 
questioned in the House of Commons, stated that “as His Majesty’s 
Government did not desire to be drawn into a discussion of the juridical 
questions involved in the (Japanese) communication it had decided 
that the British troops at Shanhaikwan should abandon the practise 
of carrying out exercises beyond the Great Wall”. 

Respectfully yours, C. E. Gauss
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693.11241 Manchuria/1 

| The Secretary of State to the Chargé in China (Gauss) 

No. 1512 WasHinetTon, November 19, 1934. 

Sir: Reference is made to the Legation’s despatch No. 3019 of Octo- 
ber 3, 1934, enclosing a copy of a despatch dated September 21, 1934, 
from the American Consul General, Harbin,” in which he discusses 
the desirability of the retention by the Foreign Service officers at Har- 
bin and Mukden of privileges of free customs entry, and proposes, 
subject to the concurrence of the Legation, to take up this matter 
informally and personally with the appropriate “Manchukuo” offi- 
cials. The Legation reports that it informed the Consul General that, 
as this is a matter in regard to which no reciprocal arrangement is 

| possible, it cannot authorize him to take the action suggested but that 
it has forwarded a copy of his despatch to the Department for its 
consideration. 

The Department approves the action taken by the Legation in regard 
to this matter and desires that, in view of the fact that it is not possible 
under existing conditions for the Department to consider granting 
reciprocal privileges to “Manchukuo” officials, the Consul General at 
Harbin be instructed to refrain from entering into discussions of 
whatever nature looking to the conclusion of such an arrangement. 

It is suggested that a copy of this instruction be sent to the Consul- 
ate General at Harbin and to the Consulate General at Mukden. 

Very truly yours, For the Secretary of State: 
Wim Puixirs 

893.102 §/1328 : Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasuineron, November 20, 1934—7 p. m. 

366. Legation’s despatch No. 3022, October 4, in regard to Shang- 
hai defense scheme.” 

1. It appears that the defense scheme was amended in June; that 
the Secretary of the Defense Committee informed the Consul Gen- 
eral under date June 25 of such amendment; but that the Consul 
General did not report the matter to the Legation until September 25, 
3 months later. The Consul General should report promptly matters 
relating to the defense scheme and he should be instructed accordingly. 

** Neither printed. 
“Despatch not printed; earlier correspondence on this subject is printed in 

Foreign Relations, 1932, vols. 11 and Iv.
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2. In regard to the substitute wording for Part II, paragraph 5, | 
subheadings (a) and (0), comment is offered as follows: 

A. It is assumed that the new phraseology is intended to provide 
that the protection of foreign lives and property in areas outside the 
perimeter is to be arranged by the Garrison Commander of the sector 
directly outside whose perimeter the foreign lives and property are 
located. It is observed, however, that the term “the Garrison Com- 
mander concerned” might be construed to mean that each national 
commander would arrange for the protection of the lives and property 
of his nationals. 

B. The Department is apprehensive lest the amended reading might 
be taken by an individual Garrison Commander as authority and 
warrant to conduct outside the perimeter military operations of a 
character not contemplated by the defense scheme. 

C. The previous wording in regard to arrangements for the pro- 
tection of foreign lives and property in Pootung appears to be prefer- 
able to the amended wording, in that the previous wording places re- 
sponsibility for making such arrangements in the hands of the Defense 
Committee, an international group, whereas the amended version 
leaves the matter to one person, namely “the Garrison Commander 
concerned”. 

3. Department desires that the Legation study this matter with care : 
and that if the Legation concurs in the views expressed by the Depart- 
ment as contained in paragraph 2 above, the Legation instruct the 

Consul General at Shanghai, unless he perceives objection (in which 
case he should promptly inform the Legation for report to the Depart- 
ment) to discuss this matter informally with the Commanding Officer 
of the American Marines. After such discussion the Consul General 
should inform the Legation of the Commanding Officer’s views. The 
Legation should then make a telegraphic report to the Department 
with an expression of its views and recommendations. 

4, The Department desires to receive for its files a copy of the Com- 
manding Officer’s communication to the Chairman of the Defense 
Committee reaffirming the position taken by his predecessor to the 
effect that in future cases of emergency in Shanghai the participa- 
tion of American forces will be contingent upon the decision of the 
competent American authorities. 

5. The Department desires to receive also the views of the Legation 
and of the Consul General at Shanghai on the question whether it 
would be practicable and advisable for this Government to suggest that 
the Consuls General at Shanghai of the Governments maintaining 
armed forces there be included at least in a consultative capacity in the 
personnel of the Defense Committee. 

Ho
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893.01 Manchuria/1204 

The Consul General at Harbin (Adams) to the Secretary of State 

{Extracts ] 

No. 51 Harpin, November 20, 1934. 
[Received December 28. | 

Sir: 

Control. The fifty thousand Japanese garrison troops scattered in 
comparatively small groups at strategic points throughout “Man- 
chukuo” are the immediate source of Japanese power in the coun- 
try. The hostility toward the Japanese of the large majority of the 
twenty-eight million Chinese, who comprise more than ninety percent 
of the population of Manchuria, renders vital the constant presence 
of military power in support of the “Manchukuo” government which 
is generally considered by the Chinese to be an agency designed to 
execute Japanese plans in Manchuria. 

The “Manchukuo” government makes no pretense of being rep- 
resentative. There are no elections. The “emperor” was placed in 
position by the Japanese and he, with the advice and sanction of the 
Japanese military, appoints the principal officers of government. 
These principal officers, with the advice and sanction of the Japanese, 
appoint the subordinate officers and employees of the government. 
The “emperor” appoints officers of the rank of minister. The prime 
minister appoints vice ministers or chiefs of the general affairs bureaus 
in the central government. Lesser officials and employees are ap- 
pointed by the ministers concerned. | 

The power of government is actually exercised by the chiefs of the 
general affairs bureaus. These chiefs are Japanese subjects and are 
“recommended” by the Japanese ambassador. The Japanese employees 
of lesser rank are recommended by subordinates or appointees of the 
ambassador. In 1982, Mr. Tokuzo Komai, Chief of the General A ffairs 
Board of the State Affairs Yuan, stated that the personnel of the cen- 

tral government totaled 1,200 persons, and that of these 265 were 

Japanese. The proportion of Japanese to Chinese and Manchus is 
understood to have increased to some extent since that time. 

The Japanese administrative control of the “Manchukuo” govern- 
ment is centered to a remarkable degree in one person who holds the 
three positions of Japanese ambassador to “Manchukuo”, commander- 
in-chief of the Kwantung army, and governor of the Kwantung Leased 
Territory. The present incumbent is General Takashi Hishikari. The 
Kwantung army includes all the Japanese garrison troops scattered 
throughout Manchuria and those in the Kwantung Leased Territory.
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As commander-in-chief, General Hishikari, controls the military force 
which maintains the government. As ambassador he “advises” that 
government and selects the Japanese appointees to the controlling 
positions therein. These appointees hold their offices, in effect if not 
in theory, at his pleasure. As ambassador he also administers the 
Japanese consular service in Manchuria, including the consular police. 
As governor of the Kwantung Leased Territory he controls that area 
and the police of the South Manchuria railway zone. It will thus be 
seen that the title of “viceroy” or “governor” would be more descrip- 
tive of his power than are the three titles he now holds. 

Despite this great concentration of power, however, the ambassador 
has experienced embarrassment in that in matters affecting the K-wan- 
tung Leased Territory and the policing of the railway zone he has 
to consider the wishes of the Overseas Department and in that, in 
affairs affecting the relations of “Manchukuo” and Japan, he is bound 
to consider the wishes of the Japanese Foreign Office. In order to cure 
this situation, the military have succeeded in gaining consent to the 
establishment in Japan of an organization, responsible only to the 
Prime Minister, called the “Manchurian Affairs Bureau”. This bureau, 
under the control of a military chief, will have the power of effective 
decision in matters affecting Manchuria and the Kwantung Leased 
Territory. 

It is odd that the local newspapers appear to have missed the signifi- 
cance of the transfer of the control of relations between Japan and 
“Manchukuo” from the Foreign Office to the “Manchurian Affairs 

Bureau” and to have concentrated on the purely minor matter of the 
placing of the Kwantung police under a military officer. This last 
matter is of course important but it is merely a detail in the general 
scheme of the transfer of authority. 

The main effects of the reorganization now taking place will be the 
transfer of the control of Japan’s relations with “Manchukuo” from a 
government organization designed to handle foreign relations to one 
designed to handle colonial or domestic affairs; a partial break-down 
of the separateness of the Kwantung Leased Territory and “Man- 
chukuo”; the practical elimination of the authority of the Japanese 

Overseas Department from Manchuria; a reduction in the authority 
of the Foreign Office over the ambassador in Hsinking; and the con- 
solidation and strengthening of the army’s position in Manchuria. 

Another change which will give the Japanese a more effective de- 
tailed administrative control in Manchuria is the reduction (now being 
effected) of the size of the provinces and the modernization of the 
provincial governments, with Japanese holding the key positions. 

The province of Hsingan (consisting of four departments) will be 
left as it is, out of deference to the Mongols and other inhabitants
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of that area. The four provinces of Jehol, Kirin, Liaoning, and 
Heilungkiang are being sub-divided into ten new provinces. Each 
of these provinces will have a Chinese or Manchu governor. Some 
of these governors will be appointed by the “emperor”; some by the 
“prime minister”. Each province will have a “General Affairs Bureau” 
and the chief of this will be a Japanese “recommended” by the am- 

_ bassador. In the absence of the governor, the chief of the general 
affairs bureau will function as governor. There is also to be an in- 
crease in the number of Japanese in the lesser provincial positions. 

There is a beautiful simplicity and completeness in the two instru- 
ments of commercial and economic control possessed by the Japanese 
in Manchuria. These are the “Manchukuo” customs and the South 
Manchuria Railway Company. 

The customs tariff is fixed and revised, according to requirements, 
by the Japanese controlled Finance Department of the “Manchukuo 
State Council”. 

The Japanese government owns fifty percent of the stock of the 
South Manchuria Railway Company; the remainder is owned by 
Japanese insurance companies, banks, and other financial interests. 
The stockholders are limited to the Japanese and Chinese (now pre- 
sumably the “Manchukuo”) governments, and the nationals of those 
countries. 

The Japanese government appoints the president and vice president 
of the railway and the directors. The latter are chosen from among 

. those stockholders who hold more than one hundred shares of stock 

in the company. The control of the railway is entirely in the hands 
of the Japanese government. The tariffs of all the railway lines of 
“Manchukuo” (excepting the Chinese Eastern Railway) are fixed and 
revised as occasion demands by the business section of the South 
Manchuria Railway, subject to the approval of the Board of Directors. 
There is no other restriction. 

| The South Manchuria Railway operates or owns substantial inter- 
ests, to the total amount of more than Yen 100,000,000, in some sixty 
odd industrial enterprises in “Manchukuo”. These enterprises include 
coal mines, iron and steel plants, electric light and power plants, ship- 
ping companies, glass factories, cotton and woolen spinning and weav- 
ing mills, chemical plants, tobacco manufactory, flour mills, bean oil 
mills, gas company, telephone, telegraph, and radio, aviation, et cetera. 

The South Manchuria Railway Company is financing, constructing 
and operating every mile of railway, excepting the Chinese Eastern 
Railway, in “Manchukuo”. There seems every reason to believe that _ 
the Chinese Eastern Railway will shortly pass into the hands of the 
South Manchuria Railway Company. When that happens, the South 

. Manchuria Railway will have an absolute monopoly of all rail trans- -
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portation in “Manchukuo”. There is no competing freight transpor- 
tation agency of importance. The South Manchuria Railway Com- 
pany, through its control of freight rates, can promote or ruin any 
place or industry in the interior of the country. As one instance of 
this ability, there are beet sugar mills in North Manchuria which are 
able to operate and supply the North Manchuria market only while 
railway freight rates on sugar imported through Dairen and shipped 
to Harbin and neighboring towns remain at their present high level. 
Any material reduction in the freight tariff on sugar would force 
the mills to close. As another instance, it may be stated that the 
South Manchuria Railway is in the process of eliminating Harbin 
as a soy bean center. In the past most of the soy beans produced 
to the north of Harbin have been shipped into Harbin, purchased 
by exporters and consolidated into large shipments for export. This 
has been a substantial activity. The South Manchuria Railway Com- 
pany is instituting a sliding freight rate scale (based upon the length 
of haul) which will make the freight charges for through shipments 
from points north of Harbin to Dairen or the Korean ports less than 

the combined rates for shipment from points north to Harbin and 
from Harbin to the seaboard. 

The South Manchuria Railway is able not only to foster or crush 
independent enterprises, it can milk or feed any one of its own many 
industrial enterprises to the benefit or detriment of any of the others 
or of itself, depending upon the interests involved. The railway can 
also be made the instrument for levying tribute from Manchuria for 
Japan in such amounts as the Japanese Government may desire to 
take from the country, up to the limit of what the traffic will bear. 
At present, however, the railway is being used to its maximum as an 
agency for financing much of the vast and intense Japanese develop- 
ment in “Manchukuo.” : 

_ The above paragraphs summarize the means by which Japan con- 
trols Manchuria. In concluding this section it may be stated that 
in the main centers such as Mukden, Hsinking, and Harbin, there is 
a passable pretense of Chinese participation in the government of 
“Manchukuo.” That is the scene disclosed to visiting journalists, 
commissions, et cetera, from abroad. As one proceeds to the remoter 
districts, however, this pretense becomes rapidly thinner until it dis- 
appears and the Japanese military control becomes bare even to a 
casual observer. 

Accomplishments. Since September 18, 1931, the Japanese authori- 
ties have established a new centralized government for Manchuria 
thoroughly under their guidance and have fashioned it into a re- 
markably effective instrument of political and administrative control.
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They have made considerable progress in the reduction of lawlessness 
and some headway in the modernization and systematization of taxa- 
tion. In this same general administrative field they have also, fol- 
lowing the formation of a central note issuing bank, brought to an 
end the monetary chaos previously existing. They have retired the 
welter of depreciating and fluctuating bank notes, issued by the then 
military authorities, and have established a central bank currency 
which has thus far been stable and been received with growing 
confidence. 

Another Japanese accomplishment from which Manchuria derives 
material benefit is reduction in the number of troops which the coun- 
try has to support. Prior to the Mukden incident Manchuria had to 
support regular troops numbering approximately two hundred and 
fifty thousand and irregulars numbering about one hundred thousand. 
The Japanese ejected more than two hundred thousand of these troops 
and irregulars. The remaining hundred thousand were formed into 
the “Manchukuo” army and supplemented by approximately fifty 
thousand Japanese garrison troops. It is to be noted that the Japa- 
nese garrison troops do not live off the country. “Manchukuo” is, how- 
ever, contributing about nine million dollars during the current year 
toward their support. 

In the field of transportation the Japanese authorities have ob- 
tained an almost complete control and will, judging by present indi- 
cations, soon have an absolute control. Since September, 1931, the 
Japanese authorities have, through the agency of the South Man- 
churia Railway, constructed 1298 kilometers of new railway, and are 
now engaged in rapidly pushing to completion 1409 additional kilome- 
ters of railway. They have also placed in operation 2350 kilometers 
of commercial aviation service and 700 kilometers of military avia- 
tion service. The Japanese have also acquired control over all steam- 
ships on the Sungari, through the agency of the “state railways”. 

In the field of public utilities and those enterprises which are for 
“public benefit”, the Japanese army has, through the agency of the 
“Manchukuo” government, regimented into two monopolies (govern- 
ment controlled and operated but with private shareholders) all tele- 
phone, telegraph, and radio facilities in Manchuria and the main elec- 
tric light and power plants. The large traffic in opium is conducted 
under a government monopoly. A determined attempt is being made 
to establish a monopoly enterprise for the sale of the main petroleum 
products in Manchuria. 

The Japanese are buying into most of the bean oil, flour, and sugar 
beet factories not already under their control, and literally hundreds 
of Japanese merchants are establishing themselves in enterprises 
ranging from small retail shops to large scale importing and export-
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ing. The Japanese are also investing heavily in municipal improve- 
ments, road building and house and office construction in the main 
cities of Manchuria. An enormous amount of building, both govern- 
mental and private, is going on, particularly in Hsinking, through 
Japanese financing. : 

In conclusion, I am inclined to the opinion that in an economic 
sense the main significance to the United States of the Japanese 
occupation of Manchuria and of recent Japanese pronouncements 
with respect to China is that they constitute a very definite warning 

of a possible further reduction in areas now open (in the full sense 
of that word) to American enterprise upon a basis of even com- 
petition. 

Respectfully yours, Water A. Apams 

893.20/519 

The Military Attaché in China (Drysdale) to the Chief of Staff, 
United States Army (MacArthur) 

G-2 Report No. 8974 [Prrprna,] November 21, 1934. 

In a conversation with Chiang Kai-shek at Hankow on October 
9th last the Generalissimo gave the distinct impression that he was 
not entirely satisfied with the work of the so-called American aviation 
mission. The Generalissimo was at the time of the interview de- 
cidedly peeved at the publicity incidental to the Nye Congressional 
Investigation and obviously resented the disclosures attending its 
sessions and it might possibly have been on this account that he so 
openly expressed his displeasure not only regarding those disclosures 
but with regard to Colonel Jouett and his group of American in- 
structors. 

The Generalissimo expressed his conviction, which he said he did 
on reliable authority, that Colonel Jouett and his American group were 
primarily interested in the sale of American planes and not in building 

up an efficient Chinese air force. It is significant that this same idea 
concerning the intention of the American aviators was given to an 
American correspondent by one of the Italian aviation mission[s] 
at Nanchang some time previous to my interview with Chiang Kai- 7 
shek and statements to the same effect were made by an American 
business man at Hankow who had no knowledge whatever of my 
interview with the Generalissimo, hence the idea seems to have some 
headway in aviation circles. Should the Chinese officials become 

ox 1obY transmitted to the Department by the War Department about January 
3D, . 
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convinced that these statements are true, the usefulness of the Ameri- 
can mission is doomed and the probability of their reemployment 
extremely improbable. 

There are several factors working against the Americans and one 

or all of these factors combined might have resulted in the present 
situation. A factor of primary importance is the personal effort 
of Mussolini to encourage the Chinese Government to accept and 

| retain an Italian aviation mission. Mussolini’s effort in this regard 
can be judged by the following quotation from his conversation with 
Dr. H. H. Kung ” when the latter was in Rome about eighteen months 
or two years ago. This conversation was repeated to me by Dr. 
Kung during an interview in Shanghai last month. “Since the time 
of Marco Polo, China and Italy have had cultural affinity.” “My 
grandson is a Chinese” (referring to the son born to Countess Ciano, 
Mussolini’s daughter, in Shanghai). “I will send you an aviation 
mission and if they do not do their work properly I will court-martial 
them.” “Ifa single Italian plane is not up to specification I will close 
the factory.” 

Both Dr. Kung and the Young Marshal *? have been greatly 
impressed by these statements. Both of these officials have been to 
Rome, both are keenly interested in the development of the air 
forces and both have no doubt advised accepting the Italian proposals. 
That the funds for the purchase of the first instalment of Italian 
planes and for the payment of salaries of the Italian Mission are 
paid from the unremitted portion of the Italian Boxer Indemnity 
and that long term credits have been arranged for recent purchase 
of planes is an important factor. The salary paid the Italian aviation 
mission is less than one-half that paid the Americans. 

While serving the Chinese for a period of two years the Americans _ 
have no doubt made mistakes. No work of this kind has ever before 
been attempted on such a scale and mistakes were inevitable. During 
these two years, in spite of the excellent results at the school, there have 
been accumulating in the minds of the Chinese a series of more or 
less unimportant incidents that have now assumed considerable propor- 
tion. There have been numerous reports of trifling difficulties between 
the American instructors and Chinese personnel of the school none 
of which are important singly but when considered altogether might 

seem of importance. : 
Japanese protests to the Chinese regarding the activities of the 

American mission might have had an important bearing on this situ- 
ation. Japanese dislike of American participation in the develop- 
ment of a Chinese air force is well known to the Chinese and Mr. T. V. 

7? Chinese Minister of Finance, Vice President of the Executive Yuan (Vice 
Premier) since October 1933. 

*° Chang Hsueh-liang.
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Soong, when questioned, admitted that this might have been one reason 
for the employment of Italians. There have apparently been no 
Japanese protests regarding the Italian aviation activities. 

General Lordi and his mission are generally considered a very care- 
fully selected and capable group of aviators with pleasing manners 
and under perfect discipline. Chinese officials state that the Italians. 
are shortly to open a school at Nanchang and are to build a factory 
either there or at Hankow. There seems to be a general agreement 
that General (formerly Colonel) Lordi will be the chief aviation ad- 
viser, that he has already practically supplanted Colonel Jouett in _ 
aviation matters and that he and his mission are likely to take over 
the school at Hangchow when the present contract of the American 
group expires next summer. General Chow, the present commandant 

of the Hangchow school, admitted that possibility. 
The factors in favor of the American group are first the excellence 

of their work at the Central Aviation School, the more friendly feel- 
ing in general for Americans, a greater trust in American intentions 
toward China and the known superiority of American airships. Both 
the Young Marshal and Dr. Kung are friendly to Americans and ad- 
mit the superiority of American aircraft. In a last. minute conversa- 
tion with Dr. Kung who even now is attempting to purchase American 
airplanes, he indirectly inferred that there was the possibility of con- 
tinuing one or more of the American instructors at the school. In case 
any are retained the number will no doubt be greatly reduced. 
Madame Chiang Kai-shek has taken over the duties as intermediary 

between the school authorities and her husband. She is in effect act- 
ing for her husband as a sort of secretary in charge of all correspond- 
ence regarding the school, its administration and its policies. She is 
not only a charming lady but an intelligent, capable and interested 
one. Her feelings are friendly toward the Americans but with even 
her influence over the Generalissimo it is doubtful if Colonel Jouett’s 
contract could be renewed even though Jouett desired its renewal which 
he does not. | 

Conclusions. The American group is being severely criticized by the 
controlling Chinese officials. The great personal influence of Mussolini 

has insured a prominent position for the Italian aviation mission. — 
The Italian mission is very carefully selected and seem to be well 

qualified to do the work intended. Colonel Jouett and most or many | 
of his mission will probably not be reemployed upon the termination 
of their present contract. There is a bare possibility that one or 
more Americans might be retained as instructors at the Central Avia- 
‘tion School but with little or no authority outside the limits of the 
school itself. 

W.S. DrysDaLe 
Lieutenant-Colonel, Infantry.
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893.101 Tientsin/16 

The Chargé in China (Gauss) to the Secretary of State 

No. 3156 Perrine, November 24, 1984. 
[ Received December 15. ] 

Sir: I have the honor to report that certain changes, which are ex- 
pected to affect Sino-Japanese relations, have occurred in the Hopei 

Provincial Government and in the Municipality of Tientsin. These 
changes include five new members and three new commissioners for 

- the Provincial Government and a new mayor for Tientsin. (Details 

with regard to these appointments are given in an enclosure * to this 
despatch.) It is also stated by local Chinese officials that the status 

of Tientsin will be changed from that of a municipality under the 
Provincial Government to that of a special municipality under the 
direct control of the National Government and that the seat of the 
provincial government will be moved from Tientsin to Paoting, which 

is about ninety miles south of Peiping on the Peiping-Hankow 

Railway. 

These changes are believed to be due (1) to Japanese dissatisfaction 

with General Yu Hsueh-chung, Chairman of the Hopei Provincial 

Government, and with certain of his subordinates and (2) to the desire 
of General Huang Fu, Chairman of the Peiping Political Affairs Re- 
adjustment Council and principal Chinese negotiator with the Japa- 
nese authorities over the questions affecting North China, to remove 
obstacles to those negotiations and to the smooth conduct of affairs in 
northern Hopei Province. By the appointment of new officials, those 
subordinates of General Yu Hsueh-chung whom the Japanese military 
did not like have presumably been removed. By the transfer of the 
provincial capital from Tientsin to Paoting, General Yu Hsueh-chung 
will probably be effectively restrained from interference. By the 
change in the status of the Municipality of Tientsin, the officials of that 
city will enjoy a higher rank than heretofore, which will supposedly 

enable them to treat more effectively with the Japanese authorities. 

It may be mentioned that certain Chinese officials claim that General 

Huang Fu was more anxious for these changes to be made than were 
the Japanese, due to his desire to enhance his prestige and his effec- 
tiveness in dealing with them. Whether this is true or not, it seems 
certain that these changes are, in general, in line with Japancse 
desires. 

What the effect of these changes may be, except insofar as General 
Huang Fu’s relations with the Japanese authorities are concerned, it 
is impossible to state with any degree of certainty. Notwithstanding 

* Not printed.
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the improvement of the position of General Huang Fu and his fol- 
lowers vis-a-vis the Japanese authorities, it would seem that any agree- 
ment of importance relating to matters affecting North China would 
presumably have to be approved by the National Government. Apart. 
of the National Government is still, however, opposed to further con- 
cession to the Japanese. For example, I was recently informed by the 
local foreign Postal Commissioner that the question of resumption of 
postal service between Manchuria and China Proper has reached a 
deadlock notwithstanding the fact that it was recently believed—and 
the Japanese Minister so stated—that through postal communications 
would be resumed by the end of 1984. According to Dr. Chiang Mon- 
lin, Chancellor of the National University of Peking, who is in close 
touch with leading politicians, this deadlock was the result of severe 
opposition which arose on November 14 at a meeting of the Central 
Political Council of the Kuomintang, a number of its members insisting 
that China should not yield another step to Japan. 

It is also too early as yet to attempt to foretell what effect the 
strengthened position of General Huang Fu will have on Japanese 
economic penetration in North China. The Legation is at present 
unable to obtain information with regard to progress in this respect. 
However, comment of Dr. Chiang Monlin on this subject may be of 
interest. Dr. Chiang expressed the opinion a day or two ago that 
such penetration—other than in the form of extension of trade-—will 
probably await that time when the Japanese military decide that it is 
desirable to make a forward movement simultaneously in both North 
and South China for the purpose of (1) strengthening its prestige 
at home, (2) preparing for a conflict with Soviet Russia, or (8) trying 
to obtain financial and economic rewards from China proper. He 
does not believe that these forward movements will occur until after 
the conclusion of the London Naval Conference. 

The changes reported above have caused, in conjunction with the 
visit to North China of General Chiang Kai-shek, a number of rumors 
to become current. One of these is that which was reported in 
despatch No. 821 of November 16 to the Legation from the Consulate 
General at Tientsin * to the effect that a secret Sino-Japanese agree- 
ment had been reached by which the demilitarized area will be 
extended southward to include all the territory lying north of the 
Peiping—Liaoning Railway and to include the municipalities of 
Tientsin and Peiping. The Legation has been unable to obtain any 
confirmation of this report, although it 1s given some support by cer- 

tain southward movements of Chinese troops in North China, by 
reports that the limits of the municipality of Peiping may be extended 

* Not printed.
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until they reach the border of the demilitarized area, and by various 
Japanese press items. Other rumors are: (1) the non-return to 
North China of General Ho Ying-ch’in, Minister of War and Chair- 
man of the Peiping Branch Military Council; (2) the coming to 
Peiping of General Yen Hsi-shan, warlord of Shansi Province, to take 
General Ho’s place, a rumor now emphatically denied by various 

officials; and (3) an understanding by General Chiang Kai-shek with 
the Japanese and the various Chinese militarists of North China 
which will leave him free to deal with the Southwest after the elimina- 

tion of the buffer communist state in Kiangsi Province. 
In short, recent developments in Hopei Province indicate a 

strengthening of the positions of the Japanese and of General Huang 

Fu and a weakening of the Chinese elements in the northern part of 
the province which are opposed to concessions to the Japanese. 

These developments have naturally given rise to a considerable num- 

ber of rumors of doubtful reliability. 
Respectfully yours, C. E. Gauss 

793.94/6821 

The Consul General at Tientsin (Lockhart) to the Chargé in China 
(Gauss) ** 

No. L-831 : Trentsin, November 28, 1934. 

Str: I have the honor to refer to my despatch No. L-821 of No- 
vember 16, 1934,34 concerning rumored secret Sino-Japanese under- 
standing effecting an extension of the area of the demilitarized zone, 
and further in connection with the political situation in North China, 
to report that statements made to a member of the staff of this Con- 
sulate General yesterday and the day before in conversations with well- 
informed subordinate members of the local Provincial and Municipal 

Governments, indicate that the Chinese have reached an accord with 
Japan on several long-pending issues affecting the political and mili- 
tary situation in North China. The more important of these state- 
ments of alleged fact and of opinion, all of which are here set down 

only for what they may be worth, may be summarized as follows: 

1, An agreement has been reached between the Japanese and 
Chinese authorities in North China, the Chinese acceding to all 
Japanese demands. The Japanese procured this agreement after con- 
tinuous secret negotiations extending over several months, particularly 

* Copy transmitted to the Department by the Consul General at Tientsin in his 
oe NcE printed November 28; received December 28.
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sharp pressure being brought to bear on the Chinese during recent 
weeks and after General Chiang K’ai-shek’s visit to “Huapew”.® 

2. The agreement covers the restoration of through postal facilities 
with “Manchoukuo”; the extension of through train service from 
Mukden to Paot’ou in Suiyuan; the establishment of some sort of mili- 
tary mission at and of some kind of military supervision over Kalgan; 
and, it is believed, other concessions to the Japanese, some of which at 
least touch upon industrial and trade expansion in this area. | 

3. No “quid pro quo” was offered the Chinese. 
4, The negotiations were carried on by the Chinese on this basis: 

in each case, the Chinese authorities sought to determine by discussions 
among themselves and with the Japanese upon which of the various 
Japanese demands it was the intent of the Japanese authorities to 
insist, and having determined them, Chinese assent was given. | 

5. The agreement reached is independent of the “voluntary” under- 
taking on the part of the Chinese that no troops will be moved north 
or east of the Peiping—Liaoning Railway Line between Tientsin and 
Peiping or of the Peiping—Suiyuan Road to the northwest of Peiping. 
This plan has been accepted by the Japanese. Troops now north and 
east of the lines laid down are gradually to be withdrawn. 

6. The enlargement of the municipal areas of Peiping and Tientsin 
was ordered by General Chiang; the Japanese authorities approve 
of the project and are interested in its accomplishment.* 

7. Japanese officialdom, civil and military, in North China is highly 
organized, even the lowest ranking among them being charged with 
specific tasks in the penetration of North China. Many local Chinese 
officials are regularly approached by particular members of the 
Japanese military with propositions anent the necessity of closer and 
more harmonious relations between Japan and North China. 

8. Japanese agents are spread throughout Inner Mongolia and 
Shansi. General Chiang had planned to visit Pailingmiao, the seat 
of the Inner Mongolian Autonomous Council, and there meet the 
Te Wang on his own ground, but he desisted on the advice of Chinese 
and Mongolian representatives in Peiping, who told him that the in- 
fluence in Pailingmiao of the Japanese agents and advisers there was 
so great that his visit would occasion embarrassment. 

9. Intra-mural North China is being flooded with Jehol opium, 
morphine from beyond Shanhaikuan, and smuggled arms. The activ- 
ities of Japanese agents and the steady inflow of Japanese money 
are contributing to the disorder in this disrupted area, and the main- 
tenance of peace and order is becoming increasingly difficult. 

10. General Chiang K’ai-shek’s recent visit to North China was 
intended as a “rear-guard” action to cover a withdrawal from North 
China. It is his present object to avoid war at any cost: he realizes 
that he could not defeat Japan and it is believed to be his opinion that 
no action taken now could change the fact that sometime within the 
next three or four years Japan will occupy Hopei, Shansi, Chahar, 
and Suiyuan. 

11. This belief is held to be a logical deduction from the present 
course of events. The interest of Japan in North China is strategic 

* Reference to “North China”. 
* See also despatch No. L-882 of November 28, 1934. [Footnote in the original; 

despatch not printed.]
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rather than territorial. If Japan sought territorial expansion only 
it would apply its whole energies to the pacification and absorption of 
“Manchoukuo” instead of continuing to aggravate world opinion by 
the attempt to add North China to the areas under its control. Japan 
seeks rather a hinterland from which to draw war materials and a 
direct route to Lake Baikal in a war with the Soviet Union, which the 
Japanese military authorities and many ranking Chinese officials, feel 
to be inevitable. 

12. Japan’s first act after the opening of this war would be to occupy 
all North China. 

18. Chinese officials in this area quite generally view the present 
situation of Huapei to be much more precarious than was that of the 
Three Eastern Provinces before September 18, 1931. 

14. They are also agreed in feeling that the only possible end to the 
continuing encroachments of the Japanese is war. If Japan is not 
destroyed in the coming Russo-Japanese War, or if that war is late in 
coming, then China herself must fight Japan. | 

15. A growing majority among them are agreed that General 
Chiang K’ai-shek alone can give China the united rule necessary to 
the long and difficult preparation for war. This view 1s bitterly op- 
posed in Kwangtung and the Soviet areas, but it has recently won a 
very important supporter in the person of General Yen Hsi-shan. 

16. If unity is essential, it is also absolutely necessary that a respite 
be gained. The fallen boxer must lie flat on the canvas, in the forlorn 
hope that he may find the strength to rise before the count is done. 
This is the view of Wang Ching-wei and of his followers, but they have 
split into two camps on the method through which the precious months 
and years of semi-security are to be gained. 

17. The Jih P’ai (Japanese Party) urged a diplomatic retreat, 
while the Ying-Mei P’ai (Anglo-American Party) opposed it. The 
Japanese Party is now everywhere in the ascendant, and its able leader, 
T’ang Yu-jen, is virtually in complete control of the foreign affairs of 
China. 

18. When even Huang Fu would not take the responsibility for the 
acceptance of Japanese demands, T’ang himself came on November 
21 to Peiping “to see a sick uncle”. After three days of negotiations 
he agreed to the terms laid down. 

19. The Anglo-American Party has no program, and its only present 
tenet is that no agreement with the Japanese is worth anything; that 
even the recognition of “Manchoukuo” would avail nothing. 

20. A member of that party has suggested that ‘“Huapei” be put 
under the protection of the League of Nations, and policed by an inter- 
national force; but he realizes that no power in the world today has 
the desire, or if it has the desire, the courage, to override the objections 
which Japan would raise to an arrangement so obviously to her dis- 
advantage. Nor would it be possible to convince Southern China that 
the request itself was wise. 

91. As this suggestion itself indicates, the effect of the conviction 
of the inevitableness of disaster upon the morale of Northern Chinese 
is marked. 

In connection with the above, permit me to invite the attention of 

the Legation to the fact that it is believed to represent a faithful sum-
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mary of the views of several usually well-informed members of the 
younger official set in Tientsin who have in the past proved to be re- 
liable sources of information, but this Consulate General can accept 
no responsibility for the accuracy or truth either of their information 
or the soundness of the opinions expressed. 

Respectfully yours, F. P. LockHart 

893.01 Manchuria/1193 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perernc, November 29, 1984—3 p. m. 
[Received November 29—11:50 a. m.] 

546. Following has been received from Harbin. 

“54, November 28, 1 p. m. Mayor Lu Jung-huan of Harbin has been 
appointed ‘Governor of Pinchiang-Province’ with provincial capital 
at Harbin. He has signified his intention of inviting the consuls to 
his inauguration ceremony on December 1st and of calling upon them 
provided they will receive him and return his calls. The British and 
senior consul informs me that some of the consular representatives 
in Harbin have accepted the proposal with pleasure. All of the con- 
sular officers here know Mr. Lu and many of them attended his inaugu- 
ration as Mayor of Harbin. If the matter is left to my discretion 
I shall not attend the inauguration ceremony but will receive and re- 
turn Mr. Lu’s call.” 

Legation has replied as follows: 

“November 29, 8 p.m. Your 54, November 28,1 p.m. Legation ap- 
proves your proposed course of action but suggests that in returning the 
call you do so informally using your personal card. 

Department has been informed.” - 

Gauss 

894.8591/6 

Keport by the Vice Consul at Kobe (McClintock) * 

[Kopr, December 4, 1934. ] 

SUPPLEMENT 

Tue SrrATeGIcAL VALUE oF JAPAN’s New Mercuant Fret 

Since the preparation of the voluntary report entitled The Strate- 
gical Value of Japan’s New Merchant Fleet, of August 14, 1984,3" there 

*° Approved by the Consul at Kobe; copy transmitted to the Department Decem- 
ber 5; received December 28. 

7 Ante, p. 235.
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have taken place certain developments which make necessary some 
modification of that study. In addition, new information worthy of 
record has come to light on the subject. 

Change in Subsidized Construction Program. 

The report of August 14, 1934 gave a précis of the program of the 
Okada Cabinet for the laying down during the next five years of 
500,000 gross tons of swift merchant vessels, stimulated by a subsidy 
of ¥48.00 per ton, on a building schedule of 100,000 gross tons per year 
for five years. It was stated that “at this date . . . ** the approval of 
the Diet to the draft bill is an almost foregone conclusion”. 

Although this 500,000 ton building program had been sponsored by 
both the Saito and Okada Governments and had behind it the strong 
support of the Navy, the powerful shipowners and the great dockyards 
of Japan, it was quashed by the Ministry of Finance on the ground 
that the necessary funds simply could not be found for its execution. 
The Ministry of Navy was fighting a hard battle to get its own cher- 
ished appropriation passed by the budgetary authorities; the ship- 
owners had already profited from the acquisition of a construction 
bounty of ten and a half million yen for the 1932 program; and the 
interest of the public was more in relief for farmers and famine suf- 
ferers than for further aid to an already flourishing shipping industry. 
Consequently, the 500,000 [ton] construction project fell through. 

This does not necessarily imply that the plan has been placed per- 
manently on the shelf. It is quite possible that, in a year when a 
combination of unequalled demands upon the national budget is not 
presented to an harassed Minister of Finance, the shipping lines, dock- 
yards and naval authorities will again press for the. 500,000 ton, 
¥24,000,000 program. 7 

For the next fiscal year, however, subsidized construction for the 
merchant marine, as outlined in the draft budget, will be limited to 
50,000 gross tons, or one half the yearly tonnage quota contemplated 
in the scheme which was rejected. Furthermore, the Ministry of 
Finance has reduced the amount of subsidy paid to ¥26.00 per gross 
ton, plus ¥4.00 for “special provisions”, or a total of ¥30.00. The 
meaning of the term “special provisions” will be discussed more fully 

below. In return for this almost negligible bounty, shipowners are 
expected to scrap ton for ton of obsolete vessels for each new ship 
built. 

Reduced to these terms, the ship construction bounty for the fiscal 
year 1935-86 is not sufficient, per se, to induce the building of merchant 
-vessels of strategical value. While unit costs of ship construction 
have steadily increased, the amount of subsidy to be paid has been 

*8 Omission indicated in the original.
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reduced not quite by half. A fast diesel cargo ship of 7,000 gross 
tons cost ¥250 per ton to build when the Ship Improvement Law of 
1932 was adopted; the rate rose with increasing construction to ¥800 
and is now in the vicinity of ¥850. Meanwhile the construction | 
bounty is lowered from a maximum of ¥54.00 per ton to ¥30.00. It 
is not a sufficient inducement to cause the laying down of fast new 

ships. 
This does not mean, however, that fast new ships will not be built. 

They would have been built in any event, bounty or no bounty. ‘The | 
only difference is that the three new liners projected by Nippon Yusen 
Kaisha for the European run and certain new units for Osaka Shosen 

Kaisha will be built under terms of the subsidy, so long as it is to be 
had for the asking. Smaller lines, less able to defray costs of new | 
construction, will not be in a position to benefit by the 1935-36 program. 

In summary, therefore, it may be said that during fiscal 1935-1936 
there will be laid down 50,000 gross tons of new merchant ships in — 

_ Japan, earning a public bounty of ¥1,500,000, provided, of course, that 
the Imperial Diet passes the budget as drafted. 

The writer expects Nippon Yusen Kaisha to obtain the most of this 
appropriation. This gigantic line has long wanted to replace the 
obsolete “H” liners on its European run by up-to-date tonnage. It 
now has two 18 knot motor liners, each of 12,000 gross tons, the 
Terukuni Maru and Yasukuni Maru, which have proved admirable 
in that trade. It plans to lay down three similar liners. Whether 
the new ships will be diesel-driven or not has not yet been decided, 
although Lloyd’s Surveyor for the Far East has made the sensible 
suggestion that they be powered by geared turbines, with high pressure 
steam and superheat; a suggestion well in accord with the lines of 
strategy which have not been followed in the last construction pro- 
gram, laying down motorships in a country without indigenous sup- 
plies of oil. 

The writer expects to see at least one and possibly two new liners 
for Nippon Yusen Kaisha built under terms of the 1935-36 subsidy. 
They will be built with the “special provisions” demanded by the 
Japanese Navy, consisting of requisite speed (not less than 18 knots), 
cruising radius, deep tank capacity, and gun placements. In other | 
words, they will be like other Nippon Yusen Kaisha mail liners, re- 
cently commissioned. It is doubtless known to American naval 
authorities that Chichibu Maru, Tatsuta Maru and Asama Maru, all 
of 17,000 gross tons; Zerukunt Maru and Yasukuni Maru, of 12,000 
gross tons; Hezan Maru, Hiye Maru and Hikawa Maru of 11,622 gross 
tons were constructed with specially strengthened decks and gun 
placements. Nippon Yusen Kaisha receives well over half of the total 

. subsidy paid each year by the Government for contract services and
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in return obliges the Navy by the installation of “special provisions”, 
as well as by a tacit understanding that its fleet is subject to call in 
the event of a national emergency. 

‘Osaka Shosen Kaisha, as the only other line (with the possible ex- 
ception of Mitsui Bussan Kaisha) in a financial position to lay down 
new bottoms with such slight assistance in the form of bounty, may 
possibly construct one or two liners for its South American service 
to the East Coast. This will depend, however, upon the fate of the 
emigrant trade to Brazil, which is threatened with practical extinc- 
tion, owing to the new Brazilian constitutional limitation on the ad- 
mission of alien colonists. Osaka Shosen Kaisha is likewise planning 
to replace obsolete liner tonnage on its lucrative Dairen line. 

Since the companies in a position to build under the terms of this 
exiguous subsidy are interested only in deep water ships and liner 
tonnage, the 50,000 gross tons to be laid down between March, 1935 

| and March, 1936 will be of high strategical value. The writer would _ 
predict that whatever units are laid down will have a speed of at 
least 18 knots, combined with large cruising radius, cargo capacity 
and accommodation for passengers or troops. Both emigrant ships 
and liners for the run to Europe could be converted into transports 
instantaneously. The nature of the trades served demands large 
deep tank capacity. | 

In summary, therefore, it appears at this writing that the following 
points are clear: 

1. The ambitious program for the construction of 500,000 gross 
tons of new ships has been temporarily abandoned, owing to the im- 
possibility of finding the necessary appropriations. 

2. A substitute construction program has been budgeted by the 
Ministry of Finance, by which 50,000 gross tons will be laid down in 
the next fiscal year, in return for a small bounty of ¥80.00 per ton. 

3. In spite of this negligible assistance, Nippon Yusen Kaisha 
and Osaka Shosen Kaisha will probably take advantage of the terms 
offered; not because it is a bargain, but because they want new ton- 
nage. By the nature of the trades they serve and the obligations 
both owe for service subsidies and naval favor, they will build fast 
liners of great strategical value. | 

Subsidy for “Special Provisions”. 

It was indicated above that the reduced construction bounty pro- 

gram envisages the payment of ¥4.00 per gross ton for the incorpora- 
tion of “special provisions” in the ships to be laid down under subsidy 

terms, as part of the total bounty of ¥380.00 per ton. 
There has come to light certain information concerning this sub- 

sidy for “special provisions” which, although possibly already known 
to American naval authorities, may still be of interest. ‘The source
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of this information is a prominent ship broker and ship owner of 
Kobe. His opinions have been correlated with the views of Lloyd’s 
Principal Surveyor for the Far East. Both gentlemen gave this in- 
formation on terms of absolute confidence. . 

It has been a matter of common knowledge that the magnificent 
express cargo vessels laid down under the terms of the Ship Improve- 
ment Act of 1932 were built after collaboration with the Japanese 
naval authorities as to their potential strategical function. It was 
not known to the writer, at least, that the Imperial Navy paid most 
of the shipowners building this new tonnage a special subsidy of | 
¥5.00 per gross ton for the incorporation in the new vessels of certain 
“special provisions”, including requirements as to maximum speed, 

cruising radius, deep tank capacity and gun mountings. 
On the assumption that all the lines which built new vessels under 

subsidy accepted the extra inducement of the Navy in the form of this 
bounty of ¥5.00 per gross ton, the account of this extra subsidy, not . 
indicated in the report of August 14th, stands as follows: 

[The statistical table of thirty-one ships is not printed. | 
The consulate’s informant, however, states that Mitsui Bussan 

Kaisha and Kokusai Kisen Kaisha did not accept the extra bounty 
from the Navy. He thought their decison was based on the asserted 
fact that the subsidy offered was not sufficient to defray the additional 
expense involved in incorporating in the ships the special provisions 
demanded by the naval authorities. However, Lloyd’s Principal Sur- 
veyor for the Far East has objected with reason to this view, pointing 

out that the subsidy of approximately ¥35,000 per ship was more 
than ample to cover the additional cost of gun placements. The 
vessels of both M. B. K. and Kokusai should more than satisfy naval 
requirements in other respects, as they are capable of speeds of from 
18 to 1914 knots and have ample deep tank capacity. 

The writer is of the opinion, confirmed by conversations with the 
chief of the foreign freight lines of Mitsui Bussan Kaisha, that 
M. B. K., at least, refused the Navy’s bounty as conforming to its 
heretofore established principle of avoiding committments to the Navy 
in return for the acceptance of subsidies. This is beyond any doubt 
the reason why M. B. K. has consistently fought shy of seeking service 
subsidies, pointing out that Nippon Yusen and Osaka Shosen have 
assumed obligations in return for subsidy which are disproportionate 
to value received. <A contract subsidy with the Japanese Government : 
involves submission to the control of the Ministry of Communications, 
with respect to freight rates, as well as to control by the naval 
authorities. 

Kokusai Kisen Kaisha has also apparently been lukewarm in re- 
celving favors which imply large obligations to the Navy, although
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considering the line’s start in life and its very large indebtedness to 

public funds for its existence, such reluctance may seem surprising. 

The writer therefore thinks it advisable to take a conservative view 

and assume that neither Mitsui Bussan Kaisha or Kokusai Kisen 

Kaisha have accepted the special bounty of ¥5.00 per ton from the 

Navy. At the same time emphasis must be placed on the fact that 

the six 1814 knot M. B. K. freighters and the seven equally swift 

Kokusai ships meet all the requirements of “special provisions” with 
respect to speed and capacity, save for gun placements. 

A Rengo report from New York dated November 7, 1934 quoted a 
New York Times despatch which cited Rear Admiral H. I. Cone as 
stating, in a general account of Japan’s new merchant fleet, that the 
M. B. K. freighter Azwmasan Maru was fitted with gun mountings. 

- The writer is strongly inclined to doubt if the new M. B. K. ships are 
so fitted. From the evidence adduced above and from a personal 

. inspection of the Amagisan Maru, an identical sister of Azumasan 

Maru, he would base his opinion. One fact is certain, and that is that 

Amagisan Maru had no gun mountings. 
It is not easy in Japan closely to inspect vessels of high strategical 

importance, even though they are currently devoted to uses of com- 
merce. The writer has, however, been aboard certain units of the 
new Nippon Yusen Kaisha fleet of six 18 knot freighters of 7,300 
eross tons, and can state with certainty that each ship has two gun 
placements, located immediately aft and above the forward well deck, 
on either side of the central superstructure, commanding an arc of 
approximately 165 degrees. There are no mountings in the after part 
of these vessels. The deep tank capacity of the new N.Y.K. express 
freighters is 1,840 tons of 40 cubic feet. The Consulate’s source of 
information previously cited corroborates this information as to gun 
mountings. 

There is equally no doubt but that the three huge express tankers of 
Iino Shoji Kaisha have specially strengthened decks and gun place- 
ments. It is perhaps worthwhile to supplement the writer’s comment 
in the report of August 14th, concerning the “relations of peculiar 
intimacy” which Iino Shoji Kaisha has with the Japanese Navy by 
stating that the firm was originally founded by a group of former 
naval officers. The influence of the Navy is likewise to be found in 
the fact that Iino Shoji was the first Japanese shipping company to 
bring out tankers of extraordinary capacity and speed. Fujisan Maru 
was the first of these remarkable tank ships; built by Harima Dock- 
yard near Kobe. The two later vessels, Zoa Maru and Kyokuto Maru, 
were built by Kawasaki Dockyard with a subsidy from the Govern- 
ment of ¥54 per gross ton, plus ¥5.00 a ton from the Navy. They trade 
exclusively for naval account, carrying fuel oil and crude to Tokuyama
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on the Inland Sea. It is understood that Fuzisan Maru and Toa Maru 
are now in the run to California. | 

Incidentally, contrary to the Rengo report quoting Rear Admiral 
Cone, the tankers of Iino Shoji were built according to Lloyd’s speci- 
fications. 

In summary, therefore, the following may be said: 
1. It would not be extravagant to assume that all the Japanese lines 

building vessels as part of the 1932 Ship Improvement Program, with 
the exception of Mitsui Bussan Kaisha and Kokusai Kisen Kaisha, 
received an extra bounty from the Navy of ¥5.00 per gross ton, in ~ 
return for assuming obligations in the form of “special provisions” 
as regards speed, radius, capacity and gun mountings. The total of 
extra subsidy thus granted, deducting the amount which was assumed 
to have been paid Mitsui and Kokusai, was ¥705,050. The writer has 
definite assurance that Nippon Yusen Kaisha and Osaka Shosen Kaisha 
have given a willing ear to the advice of the Imperial Navy in the 
construction of all new ships, whether under terms of bounty or not. : 

2. The question of the precise amount of this extra bounty from 
the Navy is not material. The important point was that developed in 
the basic report under reference, which is that the new ships laid down 
are unsurpassed, by virtue of extreme speed and carrying capacity, in 
their strategical value, both as active units of fleet train or as main- 
tainers of a line of communication in time of war. 

3. The question of gun mountings is not so important as would seem 
from newspaper accounts. All the ships laid down in the United States 
under the terms of the Jones-White Act ® had gun placements and 
occasioned no surprise. It should not be astounding that a similar 
Japanese building project should incorporate similar features. As for 
the location of gun mountings in commercial vessels: any boss steve- 
dore in an American port could confirm the presence or absence of 
such mountings. Since all these new ships are in the American trade, 
this factor can easily be determined with accuracy in the United States. 

In conclusion, it may be said that two modifications need to be made 
in the report of August 14, 1934: 

1. The projected subsidized construction program of 100,000 gross 
tons a year for the next five years has been so truncated as to be scarcely 
recognizable. At the same time, 50,000 gross tons of new ships will 
be laid down in the next fiscal year. It has been shown, by reference 
to the needs of the only companies in a financial position to build, that 
whatever ships are laid down as part of the new program will be 
liners of high strategical value. 

2. The Ship Improvement Program of 1932, which brought into 
being 200,000 gross tons of the fastest cargo vessels in the world, was 
assisted toward the realization of its strategical function by a special 
subsidy of ¥5.00 per ton from the Japanese Navy. 

* Approved May 22, 1928; 45 Stat. 689.
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893.102 8/1329 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prrpinc, December 6, 1934—11 a. m. 
[ Received December 6—6: 36 a. m. | 

557. Department’s 366, November 20, 7 p. m. 
1. Cunningham reports that Commander of Marines at Shanghai 

| states that he is quite sure that it was the intention of the Defense 
Committee that the protection of foreign life and property outside 
perimeter should be undertaken by the Commander whose nationals are 
concerned, that the Defense Committee is concerned primarily with 
the defense of the International Settlement and that nothing would be 
gained by having it directly concerned where international cooperation 
may not be necessary or desirable. Commanding Officer suggests that 
following wording would clarify the provision: 

“In addition to the sectors of settlement [responsibility] given in 
paragraph 8 the protection of foreign lives and property in Pootung or 
other areas outside the perimeter will, if considered advisable by the 
authorities of the nation concerned, be arranged by the garrison 
commander of the national [nation] whose nationals are concerned.” 

Cunningham considers that in practice the protection of foreign life 
and property outside the perimeter can best be handled by the authori- 
ties whose nationals are concerned without calling on the Defense 
Committee and he believes that under the original wording the Defense 
Committee would have left the matter largely if not entirely in the 
hands of the garrison commander of the nationals who needed pro- 
tection for the future. Revised wording merely accords him that 
authority. | 

2. The Legation concurs with the opinion of the Consul General and 
commanding officer on this point but believes that the matter of pro- 
viding such protection of life and property and the authority and 
responsibility therefor should be definitely divorced from the defense 
scheme stated above. I therefore suggest the following revised 
wording: 

“except where specially arranged in agreement with the Defense Com- 
mittee the protection of foreign life and property in Pootung or in 
other areas outside the perimeter shall form no part of the plan of 
combined action or of the responsibility of the Defense Committee. 
Where, however, on the responsibility of the authorities of the nation 
concerned, garrison forces or other military or naval forces are em- 
ployed in extending protection to life and property in such outside 
areas, the garrison commander of the nationality of the forces so em- 
ployed will promptly notify the Defense Committee, for its informa- 
tion, of the measures so taken.”



THE FAR EASTERN CRISIS ddl 

On the one hand this would permit of limited joint action beyond 
the perimeter in special cases in agreement with the Defense Com- 
mittee, and on the other it would ensure proper information to the 
Defense Committee of independent protective measures being taken 
by foreign forces in neighboring areas while definitely fixing the ques- 
tion on the forces concerned and not on the International Defense 
Committee. 

3. Cunningham heartily concurs in proposed inclusion of Consul 
General of garrison powers on Defense Committee at least in a con- 
sultative capacity. He has not discussed this question with other 

Consuls General or with commanding officer. Legation is of the 
opinion that the proposal might not be well received by the military 
officers but that it would be highly desirable unless the Navy Depart- 
ment is prepared to issue categorical instructions to officers in command 
of American forces in Shanghai to keep Consul General promptly and 
currently informed of all action and proposed action by the Defense 
Committee and to consult him on the political aspects of all proposed 
changes and of all operations. With frequent changes in personnel 
of navy and marine commanders and their lack of background in- 
formation on the political considerations involved in situations such 
as are met at Shanghai it is essential that the Consul General or his 
representative be added to Defense Committee in consultative capacity 
or that navy and marine commanders be carefully instructed to consult 
Consul General and to inform him promptly and completely of all 
proceedings of that committee. 

Gauss 

893.6363 Manchuria/122 

Memorandum by the Ambassador in Japan (Grew)* 

[Toxyo,] December 6, 1984. 

The Netherlands Minister, General Pabst, called on me by appoint- 
ment this morning and we conversed for over an hour on a good many 
general subjects. 

Petroleum. 

The Minister thanked me for having informed him, through Count 
Rechteren, of my recent third démarche in connection with the “Man- 
chukuo” Petroleum Monopoly “ and said that he had reported the 

“Copy transmitted to the Department by the Ambassador in his despatch 
No. 1092, December 11; received December 28. 

“ For correspondence on this subject, see pp. 699 ff. 
“ See aide-mémoire of November 30, 1934, from the American Embassy in Japan 

to the Japanese Ministry for Foreign Affairs, Foreign Relations, Japan, 1931-1941, 
vol. x, p. 148. 
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matter to his Government by cable and had recommended that he 
should be instructed to take similar action. He had proposed the 
text of an aide-mémoire along the lines of our own communication. 
I explained to the Minister the general policy of our Government in 
connection with this whole question. 

The Naval Conversations * and Japanese 'Plans in East Asia. 

: The Minister said that the Japanese claims for naval parity were 
obviously ridiculous and it was clear that what they want to do is 
to create a situation in which they can ultimately carry out their 
plans in East Asia without risk of interference by the United States __ 
or Great Britain or both acting together. In General Pabst’s opinion, 
these Japanese plans envisage complete commercial control over 

China, the Philippines, the Straits Settlements and Siam, and they 
further hope to be able to include the Dutch East Indies within 
the orbit. He said that the Japanese had shown their hand with 
surprising naiveté by such indications as the statement by the Spokes- 
man of the Foreign Office on April 17, the subsequent statement by 

the Japanese Consul General in Manila and the surprisingly naive 

attitude of Nagaoka and the Japanese Trade Delegation to Batavia. 
General Pabst said that the Japanese had come to Batavia for the 
obvious purpose of obtaining complete control of the market there 
for Japanese goods. The Dutch, on the other hand, had entered the 
negotiations in order to persuade Japan to buy Dutch goods and it 

was perfectly obvious that if the Dutch East Indies intended to dis- 
pose of their own commodities to other countries they must be pre- 
pared also to purchase from those countries and not exclusively from 

: Japan. The Japanese Consul General in Batavia, one of the delegates, 
had made the astonishingly significant statement, “if you refuse our 
proposals it will be impossible for us to compromise with you”. The 
Japanese had begun by laying down four principles which were totally 
inacceptable to the Dutch and they had been categorically refused. 

A Dutch correspondent had recently asked General Pabst to arrange 
an interview for him with Hirota, and as a few days later the Foreign 

Office made an indication on its own initiative that Hirota would be 
glad to give the interview, General Pabst had taken this man to the 
Minister himself. In the course of conversation the cerrespondent 
had asked Hirota whether Japan would in future respect the terri- 
torial integrity of other countries, to which Hirota, after considerable 
thought and after summoning an interpreter to express his views 

| more accurately, replied, “Yes, if those countries do not bar Japanese 

immigrants and goods”. General Pabst was naturally astonished by 
this frank statement which was a pretty clear indication of the reser- 

* See vol. 1, pp. 217 ff.
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vations always in the back of Japanese minds, in connection with 
their abiding by their treaty obligations in good faith. At the end 
of the talk Mr. Hirota had spoken of the difficulties of the Batavia 
conference much like a school master giving a lecture to a recalcitrant 
pupil and both General Pabst and the correspondent agreed after- 
wards that there was a distinctly spiteful tone in the Minister’s 
remarks. 

General Pabst said that Mr. Sugimura, the newly appointed Japa- 
nese Ambassador to Italy, asked to come to see him before departing 
for Rome which General Pabst thought rather surprising and signifi- 
cant because Japanese Ambassadors do not generally call on Minis- 
ters, and he thought that Mr. Sugimura had probably come to see 
him at the behest of the Foreign Office. In the course of their con- — 
versation the subject of the rumors of an Anglo-Japanese rapproche- 
ment came up and General Pabst inquired what Sugimura thought 
would be the basis of such an understanding if it could be arranged. _ 
Sugimura, after much hemming and hawing, said that Japan might 
be willing to agree to British trade predominance in South China in 
return for an agreement to leave Japan free in the rest of China. 

General Pabst said, “how about the Yangtze where British interests 
are predominant?” Sugimura said “no”, but that Japan would rec- 
ompense England by leaving the Indian market free for British 
goods exclusively. (In this connection General Pabst said that at the 

Batavia conference the Japanese had observed that Holland would 
of course be permitted to dispose of some of its goods in the Dutch 
East Indies!) 

Sugimura then asked the Minister for a letter of introduction to the 
Dutch Minister in Rome. General Pabst thought this was an unusual 
procedure and explained it to himself on the grounds that the Dutch 
Minister in Rome is accredited to the League of Nations and Sugimura 
wished through him to keep in touch with developments at Geneva. 

General Pabst is now inclined to feel that the talk of an Anglo- 
Japanese rapprochement was a ballon dessai on the part of Hirota. 
General Pabst thinks that the only hope of curbing Japan’s ambitions 
to completely dominate East Asia is Anglo-American solidarity. If 
we were to agree to the Japanese proposals and scrap our battleships, 
large cruisers and air plane carriers, Japan would be perfectly free in 
future to carry out her plans. This is obviously the basis of her posi- 
tion in the naval conversations. If England and America work to- 
gether and develop a solid front, Japan will eventually be obliged to 
climb down and the Japanese Government will then set about to 
remould public opinion in such a way that it will be able to climb 
down without too much loss of face.
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In the course of further conversation on. the subject of Japanese 
propaganda the Minister considered very significant a recent pam- 
phlet issued in the name of various subordinate Army officers and 
reservists explaining the position of the Japanese Army in connection 
with the political situation and enclosing a return post card in which 
the recipients of the pamphlet are requested to ask any questions if the 
contents of the pamphlet are not entirely clear to them. 

J [osepH| C. G[REw] 

893.00/12886 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prrerne, December 7, 1934—9 a. m. 
[Received 5 p. m. | 

560. Department’s 874, December 4, 8 p. m.** As the result of 
continued pressure from the north and east by small body Govern- 
ment forces which made the position of communist troops in Kiangsi 
untenable, the latter began on October 21st an attack against Kwang- 
tung and Kwangsi forces stationed in south Kiangsi. These commu- 
nist forces numbered perhaps 60,000. The Kwangtung and Kwangsi 
troops were forced to retreat after suffering considerable losses with 
the result that the communist forces broke through their lines, cap- 
tured several important places in south Kiangsi and advanced west- 
ward across south Kiangsi and north Kwangtung. One group. 
detached itself and proceeded northward in west Kiangsi in what was 
apparently a perspicuous maneuver. Its intentions are not definitely 
known. The remaining forces, reported in the press to number at 
least 40,000, continued to advance slowly westward, notwithstanding 
the opposition of the Hunan and Southwest troops, until the latter’s 
main line between Chenhsien (south Hunan) and Lok-chang (north 
Kwangtung) was reached in the first week in November. The com- 
munist forces continued to advance and captured Ichang and other 
south Hunan Asien cities west of that line, as well as strategic points 
in north Kwangtung. With the continuing advance, however, places 
captured were abandoned. 

The main theatre of battle has now shifted to the Hsiang River 
valley between Kweilin, the capital of Kwangsi, and Ling-ling in 
southwest Hunan. According to reports, the main body of the com- 
munist forces is succeeding in penetrating to Government barrier in 
that area while the communist vanguard is nearing the Kweichow 
border. Two armies of the National Government, by report totaling 
eight divisions, have been sent into Hunan to assist in intercepting 

““ Not printed.
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communist forces advancing toward Kweichow, but it seems probable 
that the latter will reach their objective, west China, with their 

main strength intact. 
After the beginning of the movement of communist forces westward 

from Kiangsi, Government forces captured remaining Asien cities 
there which had been in the hands of the Communists without any real 
resistance being offered. It would seem that only small guerrilla bands 
remain in Kiangsi with the exception of powerful important com- 
munist forces in the extreme south of Kiangsi and the already men- 
tioned group which began a northward movement in west Kiangsi 
whose whereabouts and objectives are obscure. It is thought that the 
activities of the communist forces will hereafter be directed chiefly 
toward west China (some guerrilla bands have moved eastward in 
Fukien and Chekiang but their activities would become important 
only in case they could enlarge their numbers as a result of unfavorable 
economic conditions existing in those two provinces). : 

It is believed that the communist forces moving westward intend to 
join up with the Red forces (some 10,000) now principally in north- 
east Kweichow and northwest Hunan to establish a new base in the 
Kweichow-west Hunan-south Szechuan area. There is the danger that 
they might eventually succeed in amalgamating with the communist 
forces in northern Szechuan in an attempt to control much of west 
China. (The communist forces in Szechuan have been comparatively 
quiet since their advance in September of this year, although news 
reports indicate that they may be making observations for an advance 
likewise in the direction of Wan-hsien and/or west in the direction 
of Chengtu. 

The future depends largely upon the efforts of the Government. In 
addition to the sending into Hunan of the two armies mentioned above, 
one Kansu division and one Shensi division have been moved to the 
north Szechuan border. General Liu Hsiang, leading Szechuan mili- 
tarist, is at present in Nanking for discussion with General Chiang 
Kai-shek of measures to meet the situation. From current reports, it 
would seem that he will obtain some financial assistance. It is doubt- 
ful if the National Government will for the present at least send any 
effective forces into Szechuan because, (1) of the disinclination of 
Szechuan militarist[s] for such a movement, and (2) of the new 
situation created toward elimination, as a result of the movement of 
communist forces out of Kiangsi, of the buffer area as heretofore 
existed between the sphere of the National Government and the sphere 
of the Southwest. By the elimination of the buffer area a new politi- 
cal situation of importance has developed as with it has been removed 
the chief physical barrier to the bringing of pressure by the National 
Government upon the Southwest. At present conversations continue
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between representatives of Nanking and the Southwest looking toward 
a more satisfactory understanding. It is doubtful that General 
Chiang Kai-shek would move any considerable number of troops west- 
ward until the situation existing between him and the leaders of the 
Southwest has been clarified. Meanwhile the National Government is 
faced with the problems of economic rehabilitation of the recovered 
areas. 

Gauss 

893.71 Manchuria/76 

The Chargé in China (Gauss) to the Secretary of State 

No. 8175 Prrprnc, December 7, 1934. 
| Received December 28. | 

Sir: I have the honor to report that, according to information 
obtained from Chinese and Japanese sources, the re-establishment of 

| normal postal communications between North China and Manchuria 
will be effected within the next few weeks. 

These sources, however, differ over what has actually taken place 
so far in this regard. An official of the Peiping Political Affairs 
Readjustment Committee has informed a member of the Legation 
most emphatically that a detailed agreement for re-establishment was 
signed on November 25 at Peiping by Chinese authorities, following 
which it was immediately forwarded to the National Government for 
action. ‘This official claims that the Chinese authorities signed the 
agreement because the Japanese authorities warned them that if it 
were not signed by November 25 the Japanese authorities could not 
be responsible for what might occur thereafter. Subordinate Chinese 
officials in Tientsin informed the Consulate General of that city that 
an agreement had been signed (Tientsin’s despatch to the Legation No. 
831 of November 28, 1934). According to the Japanese Counselor at 
Nanking, an agreement in principle was signed (Nanking’s despatch 
to the Legation No. 527 of December 4, 1934 **). However, a Secretary 
of the Japanese Legation stationed at Peiping claims that no agree- 
ment has yet been signed although agreement in principle has been 
reached. 

That an agreement was entered into is further supported by several 
recent occurrences. Mr. T’ang Yu-jen, Administrative Vice Minister 
for Foreign Affairs, who is said to be strongly in favor of the policy of 

conciliating the Japanese, arrived at Peiping on November 22 and 
departed on November 25. It is presumed that his brief visit was for 
the purpose of lending moral support to General Huang Fu in con- 

* Not printed.
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cluding the agreement. Furthermore, Lieutenant-Colonel Seiya Giga, 

Chief of the Special Japanese Military Mission at Shanhaikwan and 

a representative of “Manchukuo” in negotiations relating to North | 

China, arrived in Peiping on November 22 and departed, it is under- 

stood, on November 24 for Hsinking in company with Lieutenant-Col- 

onel Shibayama, Japanese Assistant Military Attaché stationed at 

Peiping. 
There is some evidence to support the statement that the Japanese 

obtained Chinese agreement as a result of a warning or threat. I 

informed the Department in my despatch No. 3127 of November 9, 
1934, that it was understood at that time that the re-establishment of 
postal communications would occur in the near future. (The Japanese 
Minister had so informed press representatives during his visit to 

Peiping in early November.) Subsequently, however, I reported in 

my despatch No. 3156 of November 24, 1934, that, according to the 
local foreign Postal Commissioner, the postal question had again 

become deadlocked. This deadlock was caused, according to other 
information from presumably reliable sources, by severe opposition 
arising on November 14 at a meeting at Nanking of the Central 
Political Council of the Kuomintang. So sudden an alteration in the 
situation as that which seems recently to have occurred could, there- | 
fore, be explained most easily as the result of renewed Japanese 
pressure in the form of a warning. AsI reported in my despatch No. 

- 8127 of November 9, 1934, there have been indications of continuing 
irritation on the part of the Japanese military with regard to the 
progress of Sino-Japanese-“Manchukuo” relations. A recent evidence 
of this irritation appeared in a Rengo (Japanese) News Agency 
Report of November 21 (copy enclosed) * to the effect that ten lead- 
ing Japanese military officers stationed in China met November 17 
and 18 at Shanghai, subsequently issuing a statement complaining 
of the Chinese attitude toward Japan and of Chinese efforts “to pro- 
long the fulfillment of stipulations” of the Sino-Japanese truce which 
was signed on May 31, 1933, at Tangku. The Legation has been 
informed by a Chinese official and by a Japanese official that the 
resumption of postal communications had been promised by the Chi- 
nese in one of the unpublished clauses of that truce. A delay of 18 

months in carrying out this clause could not reasonably be supposed 
to be viewed by the Japanese military with entire good humor. 

In discussing the question of re-establishment of postal communi- 
cations, I refer again to Tientsin’s despatch to the Legation No. 831 
of November 28. According to this despatch, the Consulate General 
was informed that agreement on questions other than postal com- 

“Not printed.
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munications had been reached, such as, for example, extension of 
through passenger traffic on the Peiping—Liaoning Railway westward 
to Paot’ou in Suiyuan Province. The Legation has been unable to 
obtain substantiation of this report. The Chinese official of the Pei- 
ping Political Affairs Readjustment Committee, referred to above, 
informed a member of the Legation that he had seen a copy of the 
postal agreement and that it referred to no matters other than postal. 
He stated that he had no knowledge of any other agreements. 

It may be mentioned that there are, at this time, an unusual number 
of rumors current, some of them allegedly being fabricated by one 
Chinese faction in North China to embarrass another faction. How- 
ever, the transfer of the capital of Hopei Province from Tientsin to 
Paoting, which will result in weakening the position of General Yu 
Hsueh-chung and in strengthening that of General Huang Fu, seems 
to be assured by the recent approval of the transfer by the Executive 
Yuan. The press also reports that General Huang Fu has just been 
appointed Minister of the Interior, an appointment which is probably 
for the purpose of further increasing his prestige, although it may, 
conceivably, envisage his departure from North China. 

Respectfully yours, C. E. Gauss 

862i.01/305 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1076 Toxyo, December 7, 1934. 
| [Received December 28. | 

Sir: I have the honor to report that a press despatch from Geneva 
dated November 12 stated that the League of Nations Mandates Com- 

‘mission would take note of reports concerning the alleged fortifica- _ 
tion of Japan’s mandated islands in the South Seas. This report 
evoked a flat denial from the Japanese Foreign Office that Japan had 
established military structures on the islands, according to the Japan 
Advertiser and the Osaka Mainichi of November 15. The substance 
of the oral statement given to the press by the Foreign Office spokes- 
man on November 14 is as follows: 

(1) In exercising control of its mandated islands Japan has strictly 
observed the regulations of the mandate and has in no circumstance 
deviated from these regulations. 

(2) Japan has never established military structures on the islands 
and has taken no measures that violate the fortification provisions in 
the Washington Treaty.” 

“See article XIX of the naval treaty signed February 6, 1922, Foreign Relta- 
tions, 1922, vol. 1, p. 247.



THE FAR EASTERN CRISIS 339 

(3) The League of Nations has no ultimate authority over Japan’s 
mandated territory. The supreme control of all the mandates belongs 
to the allied council of five Powers, namely, Great Britain, the United 
States, France, Italy, and Japan. Japan will continue to administer 
the islands after it ceases officially to be a member of the League of 
Nations in March, 1935. 

(4) Upon Japan’s withdrawal from the League her obligation to 
follow the League of Nations mandatory regulations will expire, but 
Japan is willing as heretofore to send an annual report on its admin- 
istration of the mandated islands to Geneva and to participate in 
various meetings to be held from time to time regarding mandatory 
questions. 

The Japanese Navy’s firm determination to retain the South Sea 
Islands under Japanese mandate at any cost was expressed on No- 
vember 15 by Vice-Admiral Sankichi Takahashi, the newly appointed 
Commander-in-Chief of the Combined Fleet, according to the Japan 
Times of November 16, 1934. Interviewed by newspaper correspond- 
ents, Admiral Takahashi is reported to have stated that the Japanese 
Navy was thoroughly prepared against the eventuality that Powers 
belonging to the League might attempt forcibly to remove these 1s- 
lands from the jurisdiction of Japan. 

Respectfully yours, JosEPH C. GREW 

893.00/12915 

The Consul General at Mukden (Ballantine) to the Chargé in China 
(Gauss) * 

No. 20 Mvuxpen, December 7, 1934. | 

Sir: I have the honor to enclose for the Legation’s consideration a 
translation *® made in this office of an item in the Hoten Mainichi of 
December 6 regarding an alleged movement on the part of members 
of the former North Eastern Army to establish the independence of 
North China, embracing the provinces of Hopei, Shantung, Shansi, 
Chahar, and Suiyuan. | 

The item appears in large head lines in the most prominent place 
in the news columns. The source of the news is ascribed to “a certain 
quarter”, which according to accepted convention refers to the mili- 
tary authorities. ‘The entire set up of the article bears the ear marks 
of military inspiration. 

The translation is a rather free one, as the original is couched in 
such vague language that the meaning in several places is obscure. 

“’ Copy transmitted to the Department by the Consul General at Mukden in his 
Oe etn o December 7, 1934; received January 2, 1935.
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I have not yet been able to form an opinion of the precise signifi- 
cance of the item, except that it may represent a desire to orient the 
Japanese public on possible future developments in North China. 
I shall however, continue to watch for further indications of possible 
future trends in the same direction. 

Respectfully yours, JosePH W. BALLANTINE 

894.002/258 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1078 Toxyo, December 11, 1934. 
[ Received December 28. | 

Sir: I have the honor to report that General Jiro Minami, Minister 
for War at the time of the outbreak in Manchuria in 1931, has been 
appointed to the combined posts of Commander of the Kwantung 
Army and Ambassador to “Manchukuo” with control of the Govern- 
ment of the Kwantung Leased Territory, succeeding General Takashi 
Hishikari, who will, it is stated, be made a member of the Supreme 
War Council. 

The change in personnel is stated not to involve any change in 
the policy of Japan in Manchuria. Apparently it is partly routine, 
and partly a desire to have a new man in charge to carry out fully 
the recent changes which the Government of Japan recently intro- 
duced in the Japanese Governmental organs in that region. This 
subject was discussed in my despatch No. 1019 of October 20, 1934. 

| Respectfully yours, JosEPH C. GREW 

893.102 8/1329: Telegram 

| The Secretary of State to the Chargé in China (Gauss) 

Wasuineron, December 14, 1934—8 p. m. 

885. Your 557, December 6, 11 a. m. 
1. Department concurs in the opinion of the Legation that the 

matter of providing protection of foreign life and property outside 
the perimeter of the defense scheme and the authority and responsi- 

bility therefor should be definitely divorced from the defense scheme. 
As a logical corollary of this, it seems inappropriate for the defense 
scheme to contain any provision except of a negative or purely infor- 
mational character in regard to providing for protection outside the 
perimeter. The Department therefore suggests that the first sentence 

of the revised wording submitted by the Legation be amended to 

read as follows: 

“The protection of foreign life and property in areas outside the 
perimeter shall form no part of the plan of combined action or of the 
responsibility of the Defense Committee”.
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The Department approves the second sentence. The Department . 
desires that the Consul General at Shanghai confer with the Com- 
manding Officer of the American Marines toward obtaining the adop- 
tion of the revised wording as soon as practicable. 

2. In view of the complicated political situation at Shanghai and 
of the definite responsibility of the consular body in matters relating 
to the Municipal Council and the administration of the International 
Settlement, and as the Chairman of the Municipal Council is a mem- 
ber of the Defense Committee, Department desires that steps be taken 
to carry into effect the suggestion that the Consuls General of the 
garrison powers be included in a consultative capacity in the personnel 
of the Defense Committee. Department suggests that this matter be 
worked out by the Consul General at Shanghai in consultation with 

the Commanding Officer of the American Marines and, in the Lega- 
tion’s and Cunningham’s discretion, perhaps with the British Consul 

General. The making of this suggestion in no way reflects upon the 
commanding officers of the American Marines. It would afford a 
practicable means toward effecting the closest possible cooperation 
between the civil and military authorities and toward facilitating 
taking into account the special and important political factors incident 
to the discharge of this Government’s responsibilities at Shanghai. 
These desiderata the Department is confident the Commanding Officer 
wishes no less than does the Consul General. Department believes 
that a tactful and informal approach by Cunningham to the Com- 
manding Officer will result in the Commanding Officer giving his 
whole-hearted endorsement to this suggestion. 

38. Department desires that Cunningham handle this matter in 
person. In case he is unable prior to his departure on leave to attend 
to the matter, it should have his prompt attention upon his return. 

4, Report by telegraph as soon as practicable. 
Hoi 

793.94/6829 

The Chargé in China (Gauss) to the Secretary of State 

No. 8218 Perrine, December 22, 1934. 
[Received January 16, 1935.] 

Sir: I have the honor to enclose a copy of a memorandum ™ of a con- 
versation which I had on December 17, 1934, with Lieutenant-Colonel 

Walter 8. Drysdale, Military Attaché, when he informed me that, 
according to a man whom he considers one of his best sources of in- 
formation, the Japanese had recently made a series of three demands 
or proposals to the Chinese and that these proposals were: (1) exten- 
sion of the demilitarized area in North China to the Peiping-Suiyuan 

°° Not printed.
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and Peiping-Liaoning Railways; (2) “military cooperation” by the 
appointment of at least five Japanese military advisers to each of the 
coastal provinces; and (3) “economic cooperation” by a Japanese loan 
for projects in the Yangtze River Valley and another loan for projects 

in the Northwest. 
As the Military Attaché was not inclined to reveal the name of 

his informant, it is difficult for the Legation to evaluate this report. 

There have been, however, for some time rumors that the Japanese 

desired an extension of the demilitarized area and it has been thought 
that such demilitarization might be one of the reasons for the recent 

decision to transfer the capital of Hopei Province, together with its 

Chairman, General Yu Hsueh-chung, from Tientsin to Paoting. There 
have also occurred some troop movements which support this report to 
some extent. During the past two months, 8,000 troops, stationed 

northwest of Peiping and just north of the Peiping—Suiyuan Railway, 
who were formerly under General Chang Hsueh-liang, were trans- 

ferred to Hankow, Hupeh Province, and another 8,000 troops, stationed 
at Hwailai, Chahar Province, on the Peiping—Suiyuan Railway, who 
were also formerly under Marshal Chang Hsueh-liang, were trans- 

ferred to Honan Province, while apparently no new Chinese troops 
have been sent into this area during the same period. With regard 
to the alleged proposal dealing with Japanese loans, the Legation, as 
it has already reported, has heard reports that the Japanese were de- 
sirous of “economic cooperation” with the Chinese in China Proper, 
especially in North China. The Legation, however, has no exact 

_knowledge of how this “economic cooperation” is progressing, al- 
though it is presumed that it will be accompanied with considerable 
use of Japanese money. With regard to the alleged proposal that 
Japanese military advisers be appointed to each of the coastal prov- 
inces, the Legation is without information. 

Respectfully yours, C. E. Gauss 

893.0146 /461 | 

The Consul General at Shanghai (Davis) to the Secretary of State 

No. 9782 SHANGHAI, December 24, 1935. 
[Received January 16, 1935.] 

Srr: I have the honor to transmit herewith four translations from 
the local Chinese press ™ relative to the maneuvers conducted by the 
local Japanese Naval Landing Force in various areas of the Inter- 

national Settlement on the morning of December 4, 1934. 

1 None printed.
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Since the Shanghai Incident of 1932, and the completion of the 

fortified Japanese barracks on Kiangwan Road in the early part of 
the year, there has been manifested on the part of the local Chinese 
populace a growing apprehension over the maneuvers carried out 
periodically by the Japanese forces. In this particular instance the 
alarm of the public was intensified owing not only to the extended | 
scale on which the sham drill was carried out but also to the failure 
to give advance notice to the local authorities. While the tone of 
the press articles transmitted herewith tends to exaggeration in some 
particulars, still it is felt that the articles indicate to a fair degree the 
attitude of the Chinese public on the situation. It will be noted that 
the Chinese press interprets the continued silence of the Shanghai 
Municipal Council with reference to the drilling of the Japanese 
troops in the International Settlement as a further relinquishment of 
authority in the International Settlement by the Powers, with a cor- 
responding increase in that of Japan, a situation by no means desirable 

to the Chinese. 
The foreign press of Shanghai has not commented on this phase of 

the maneuvers, contenting itself with a thorough discussion of the in- 
cident involving the Japanese Naval Landing Party and Alexander 
Buchman, an American news reporter, who attempted to obtain photo- 
graphs of the maneuvers, which has been separately reported by this 
Consulate General. 

Respectfully yours, : Monnetr B. Davis 

811.31/49 

The Under Secretary of State (Phillips) to the Chief of the Division 
of Far Eastern Affairs (Hornbeck) 

[Wasuineton,| December 31, 1934. 

Docror Horneeck: I brought Admiral Reeves’ statement * to the 
attention of the President this morning and expressed regret that the 
announcement had come on the very day of the denunciation of the 
Treaty by Japan.* The President also expressed his regret that there 
had been any publicity whatsoever; he said, however, that the ma- 
neuvers in the Pacific must take place; he thought it might be a good 
plan to let Mr. Grew know that the maneuvers were purely of a de- 
fensive character; that last year they were in the neighborhood of 

Hawaii and its tributary islands, this year they would be merely ex- 

Admiral Joseph M. Reeves, commander in chief of the United States Fleet, 
announced on December 29 at San Pedro, Calif., that the North Pacific Ocean 
would be a theater of naval maneuvers from May 8 to June 10, 1935. 
vol See note from the Japanese Ambassador, Foreign Relations, Japan, 1931-1941,
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tended north, but not to a point west of the Aleutian Islands. I told 
the President that I had’ come to him with the suggestion that the 
maneuvers be moved to the other side of the Canal or confined closer 
to our coast and that I thought this would be a fine gesture to make. 
It was evident, however, that the President had given his approval 

- to the maneuvers as proposed and there was nothing further to be done 
about it. 

WitiiAM PHILLIPS 

811.31/47a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, December 31, 1934—7 p. m. 

219. For your information and use in discretion: It is understood 
that the naval manoeuvers announced by Navy for May consist only 
of defensive exercises in area between Hawaii and Aleutian Islands, 
and are in continuance of exercises last made around Hawaii. 

Hui 

893.00/12945 

The Chargé in China (Gauss) to the Secretary of State 

No. 3247 Prrerne, January 9, 1935. 
[Received February 6. | 

Sir: Referring to the Legation’s telegram No. 11 of January 5, 1984, 
1 p. m.* and despatch No. 2828 of July 11, 1934,° reviewing, 
respectively, important developments in China during 1933, and dur- 
ing the first six months of 1934, I have the honor to submit a similar 
review of developments in China which occurred during the year 1934. 

The outstanding problems confronting the National Government 
during the year 1934 were (1) relations with Japan; (2) relations with 
the Southwest; (8) the communist situation; and (4) the economic 
and financial situation. 

The principal events of 1934 were (1) suppression of rebellion in 
Fukien Province (January) ; (2) the appointment of Marshal Chang 
Hsueh-liang to a post in Central China under General Chiang Kai- 
shek (February) ; (8) initiation by General Chiang Kai-shek of the 
“New Life Movement” (March); (4) inauguration of an “autono- 
mous” government in Inner Mongolia in China (April); (5) re- 
establishment of through passenger traffic on the Peiping—Liaoning 

* Foreign Relations, 1933, vol. 111, p. 490. 
® Ante, p. 217. 

. oo,
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Railway (July); (6) floods and droughts during the summer; (7) 
establishment of Chinese customs houses along the Great Wall 
(August and September); (8) failure of the League of Nations to 
vote China eligible for re-election to a non-permanent seat on its 
Council (September) ; (9) development during the second half of the 
year of a financial crisis; (10) trip of General Chiang Kai-shek to the 
Northwest and the North (October and November); (11) expulsion 
of communist forces from Kiangsi Province (October and November) ; 
(12) postponement of the Fifth Plenary Session of the Kuomintang 

(October) ; and (13) announcement of agreement with Japanese 
authorities to inaugurate early in 1935 normal postal communication 
between China and “Manchukuo” (December). 

A. The Government: | 

The diminishing power of the National Government continued to be 
transferred to the increasingly powerful General Chiang Kai-shek 
who, dominating the Government, acted with vigor in certain direc- 
tions while the officials of the Government drifted, more interested in 
personal and factional jealousies than in the extrication of China 
from its urgent and profound problems. The actions of General 

Chiang gave to China an appearance of increasing unity. This ap- 
pearance lacked reality because of various fundamental factors of a 
disintegrating character with which General Chiang and the Govern- 
ment failed to deal effectively. There seemed to be small cause for 
genuine optimism with regard to the future of China under the present 
régime and grave cause for pessimism. 

B. Chinese unity: integrating factors: 

By General Chiang’s unexpectedly rapid suppression early in the 
year of the rebellion in Fukien Province and by his occupation during 
the autumn of the Chinese soviet area in Kiangsi Province, militarists 
cccupying areas outside the sphere of General Chiang’s actual control 
were rendered cautious in their dealings with him. This new attitude 
was illustrated by (a) visits during the spring of northern militarists 
to General Chiang; (6) by the reception extended to General Chiang 
during his unexpected visit in the autumn to northwestern and north- 
ern provinces without a bodyguard; (c) by, less significantly, the 
more temporizing attitude of Kwangtung militarists; and (d) by the 
visit in November to General Chiang of the leading Szechuan war- 
lord to ask for help against communist forces in his province. There 
was, however, little assurance that these generals, given an opportunity, 
would not forsake this new attitude to serve their selfish interests. Nor 
was their new attitude implemented by any significant reduction or 
unification of their armed forces, a requisite for real unity.
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There was, as previously, some progress made in communications, 
education, health service, civil service, political administration, and 
urban rehabilitation and construction. These, and other forward de- 
velopments, however, appeared to be more than counter-balanced by 
certain factors working against unity. | 

C. Chinese unity: disintegrating factors: : 

(1) Japanese expansion: An appearance of improvement in Sino- 
Japanese relations was created (a) by the removal southward from 
North China of 118,000 of the 265,000 troops loyal or nominally loyal 
to Marshal Chang Hsueh-liang, following his appointment in February 
to a post in Central China under the Generalissimo, (6) by the re- 
establishment in July of through-traffic on the Peiping—Liaoning Rail- 
way, (¢) by the establishment in August and September of Chinese 
Customs houses along the Great Wall, and (d) by agreement for the 
inauguration early in 1935 of normal postal communication between 
China and “Manchukuo”. Actually, however, there was no reason to 
believe that the Japanese military had relaxed its intention to gain 
economic (and presumably substantial political) control of at least 
North China. Nor was there reason to believe that the National Gov- 
ernment could alter its policy of slow compliance with Japanese wishes 
to avoid more forceful methods being adopted by Japan. 

(2) Commumist forces: The occupation by Nationalist forces of the 
communist area in Kiangsi Province was undoubtedly a step toward 
Chinese unity as it brought that province under the direct control of 
General Chiang Kai-shek. However, the escape of the main body of 
Kiangsi communist forces to west China in considerable strength 
merely altered the locale of the communist threat and, in fact, in- 
creased the potentialities of that threat by creating the possibility of 
union between the communist forces of Kiangsi with communist forces 
in Szechuan in a vast area where the problems of elimination are even 
more difficult than they were in Kiangsi Province. 

(3) The Southwest: Although the extension of General Chiang’s 
power over Fukien and Kiangsi Provinces to the border of Kwang- 
tung Province had an ameliorating effect on the attitude of the mili- 
tary of Kwangtung Province and of the recalcitrant politicians resi- 
dent in Canton and Hongkong and although negotiations occurred 

_ at various times during the year between representatives of the Na- 
tional Government and the leaders of the Southwest, yet no significant 
rapprochement was effected nor did observers anticipate any funda- 
mental or permanent improvement in the relations of the two factions 
in the near future. 

(4) Hconomic and financial conditions: Notwithstanding the grow- 
ing realization of at least some of China’s leaders that the unity of
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China cannot be accomplished without a solution of China’s basic 
economic and financial problems, yet efforts of the Government in 
this regard continued to be ineffective. Old and new programs for 
solution continued to be inadequately implemented, lacking sufficient 
capital and technical skill. China’s purchasing power decreased ; for- 
eign trade declined; agricultural conditions became worse, in part be- 
cause of widespread floods and droughts; industrialization made little 
progress ; expenditures for the military continued to be disproportion- 
ately large; and unfair and uneconomic taxation continued to burden 
the country’s economy, notwithstanding the abolition of certain minor 
vexatious taxes. The situation was further complicated by the threat 
of inflation which arose with the development of a financial crisis in | 
the last half of the year. 

D. China’s periphery: 

With Soviet Russia controlling Outer Mongolia and, according to 
report, exerting considerable influence in Sinkiang Province and with 
the Japanese administering the four northeastern provinces (“Man- 
chukuo”) and menacing the independence of that part of Inner Mon- 
golia remaining to China, the National Government, in accordance 
with Chinese practise, handled its relations with the border races 
ineptly. Establishing in April an autonomous government in Inner 
Mongolia in Chahar and Suiyuan Provinces, it so delayed in imple- 
menting the promises made in connection therewith and was so dilatory 
in attempting to check Chinese activities repugnant to the Mongols 
that whether the National Government could retain the loyalty of the 
Mongols was a question. The National Government moved even more 
slowly in efforts to regain prestige in Tibet following the death of the 
Dalai Lama in December, 1933, the chief measure undertaken during 
1934 being the despatch of an emissary supposedly to prepare the way 
for the return to Tibet of the Panchen Lama. No competent action 
was taken to bring Sinkiang Province under the influence of the Na- 
tional Government. 

E. Western nations: 

Officials of the National Government continued to be as perverse as 
previously in negotiations over questions pending or arising between 
China and the United States. 

Chinese realization of the futility of expecting Western nations to 
assist substantially in extricating her from her problems was deep- 
ened by the preference of the League of Nations for Turkey rather 
than China as a non-permanent member of the League Council and 
by the failure of the League to return Dr. Paul Rajchman to China, 
presumably because he is not liked by Japan, and also by the belief 

748408—50—voL. 11128 |
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that the acute financial situation in the latter part of the year was pri- 
marily due to the silver policy of the United States. At the same time, 
China realized that even were Western nations willing to extend sub- 
stantial help, Japanese opposition to such aid would be difficult to 

circumvent. 
There was some evidence, particularly in the case of the murder of 

the American missionaries, Mr. and Mrs. John C. Stam, that the 
communists in China were adopting a policy more anti-foreign than 
formerly because of assistance allegedly given by foreigners to the 
established régime of General Chiang Kai-shek. 

Respectfully yours, C. E. Gauss 

°° For correspondence, see p. 462 ff.



CHINA 

PROBLEM OF CONTROLLING THE TRAFFIC IN OPIUM AND NARCOTIC 
DRUGS IN CHINA, INCLUDING MANCHURIA AND JEHOL 

500.C1197/660 

The Consul at Geneva (Gilbert) to the Secretary of State | 

No. 796 Political GENEvA, January 27, 1934. 
[Received February 7.] 

S1r: I have the honor to transmit herewith three copies of document 
C.24(1).1984.XI dated January 19, 1934 containing the report 
adopted by the Council of the League of Nations on January 20 
relating to the work of the Opium Advisory Committee during its 
17th Session. In addition to commenting on the questions raised by 
the Advisory Committee the report is executory in character, contain- 
ing directions to the Secretary-General for giving effect to the Advi- 
sory Committee’s recommendations. Generally speaking, this report | 
is self contained and requires no comment. There were, however, 
developments relating to the subject of the situation in Manchuria and 
Jehol territory which are not brought out in the report and which I 
set forth below for the Department’s information. | 

The subject of the report of the Advisory Committee on its 17th 
Session, with the Polish representative on the Council named as 
rapporteur, appeared on the Council’s agenda for the first meeting of 
the last session which convened on January 15. The discussion of this 
question by the Council was adjourned on that date and was subse- — 
quently adjourned from day to day until the closing meeting of the 
Session. 

Mr. Hoo? of the Chinese Permanent Delegation at Geneva has ex- 
plained to me the reasons for this postponement. The original report 
of the rapporteur on the subject, which was dated January 10, 1934, 
was, Mr. Hoo assures me, prepared for the Polish representative by 
the Opium Section of the Secretariat. I may add in passing that the 
preparation of such reports on technical questions by the Secretariat 
is a common practice and has grown up naturally as a result of the 
circumstance that the Council representatives, in addition to being 

1League of Nations, Oficial Journal, February 1934, pp. 157-160. 
* Victor Chitsai Hoo, Chinese Minister in Switzerland. 
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occupied with a large number of questions in a short period of time, 
are frequently not conversant with the details of the question for 
which they have been appointed rapporteurs. In the present instance, 
Mr. Hoo expressed the conviction that the subject was placed on the 
agenda of the first meeting of the Council intentionally in order to 
allow the report to be passed upon quietly before Mr. Wellington Koo, 
the Chinese representative, would have time, after his arrival at 
Geneva, to give it a thorough examination. Mr. Hoo being present, _ 
however, scrutinized the report very carefully and on Mr. Koo’s arrival 
he called the latter’s attention to the desirability of amending certain 
portions of the report relating to the situation in Manchuria and Jehol 
territory. In consequence when the Council met in private session 
just prior to its public meeting on January 15, Mr. Koo requested that 
the discussion of the report be postponed. One copy of the rap- 
porteur’s report as originally drafted (document C.24.1934.XI) is 
likewise enclosed herewith.’ 

Afterwards, the Chinese delegation presented in private to the 
Polish representative as rapporteur two amendments to his report 
which are set forth below. The Polish representative, so Mr. Hoo 
informed me, immediately accepted these amendments so far as he was 
concerned. 

Mr. Hoo then took up the matter with Mr. Ekstrand, Director of 
the Opium Section of the Secretariat, who suggested the holding of 
an informal meeting of those members of the Council more directly 
interested in the question. It was arranged therefore that a meeting 
take place to be attended by the representatives of the following coun- 
tries: Great Britain, France, Italy, Portugal, and Poland, the latter 
in his capacity as rapporteur. The Spanish representative, Mr. de 
Madariaga, who had always shown a great interest in all matters 
relating to the recognition of “Manchukuo”, was not invited to attend, 
but having heard of the meeting came and expressed the desire to 
take part in the discussions. Of course his request could not well be 
refused. Just before Mr. de Madariaga made his appearance, Mr. Hoo 
had suggested that the Spanish representative be invited to come but 
he was told that only those members of the Council had been notified 
of the meeting who might have some objections to the Chinese amend- 
ments. They felt that Mr. de Madariaga would probably not object 
to these amendments. By a striking coincidence, which I gather may 
be attributed to the alertness of Mr. Blanco, the Spanish representa- 
tive arrived at the meeting shortly after the discussion had begun. 

I quote below the amendments submitted by the Chinese repre- 
sentative: 

* Not printed.
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1. In the section of the original draft report dealing with Man- 
churia and Jehol territory, the rapporteur in his concluding remarks 
paraphrased as follows the recommendations of the Opium Advisory 
Committee: 

“Moreover, in view of the fears expressed as to the possibility of 
the aggravation of the position in that territory, I think my colleagues 
will wish to give effect to the Committee’s recommendation to draw 
the attention of the chief producing and manufacturing countries 
now to the necessity of supervising most strictly any application for 
the introduction of narcotics into the territory and that the Council 
instruct the Secretary-General to write to the governments concerned 
in that sense.” 

The Chinese representative proposed that the following paragraph 
be added at this point: 

“It is understood that conformably to the conventions in force 
requests for the exportation of opium (raw and prepared) to this 
territory can in no case be authorized any more than they can be au- 
thorized for the whole of the territory of China.” 

2. The original report then continued as follows: 

“Finally, in order to dispel any possible misunderstanding as to the 
position of this territory, in regard to the international opium con- 

- ventions, the Council will, I think, in agreement with the Advisory 
Committee, desire to make it clear that the recommendation of the 
Advisory Committee of the Assembly concerning the export of 
opium and other dangerous drugs to this territory cannot in any way 
modify the obligations of the governments under the terms of any 
international opium conventions or agreements, including the Hague 
Convention of 1912, and, in particular, Articles 3 and 15 of that 
Convention.” 

The Chinese representative proposed that the following paragraph 
be added at this point: 

“It follows as a necessary corollary of this declaration that the 
obligations of the Governments under the above-mentioned interna- 
tional conventions or agreements should be carried out in such a way 
as will not directly or indirectly infringe the principle of non-recog- 
nition of the present régime in the said territory—as adopted by the 
extraordinary Assembly on February 24, 1933 ;° nor should the recom- 
mendations of June (7th or 9th) 1933 of the Advisory Committee of 
this Assembly * appointed to follow the situation in the Far East be 
interpreted in a way directly or indirectly infringing the above-men- 
tioned principle.” 

‘ Foreign Relations, 1912, p. 196. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 113. 
°See Foreign Relations, 1938, vol. 111, p. 356. See also letter of June 12, 

19338, from the Secretary General of the League of Nations, Foreign Relations, 
Japan, 1931-1941, vol. 1, p. 120.
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| In a private meeting held on Wednesday evening, January 17, the 
first of these amendments was accepted by all those present except the 
British representative who maintained his objections to the end. Mr. 
Hoo learned on the following morning, however, that nearly all had 
changed their position and were unwilling to accept the amendment. 
He attributed this to British persuasion. 

In regard to the second amendment, few if any of the members of 

the Council present were willing to accept it. In the case of both 
amendments, those who were opposed to them could not, of course, Mr. 
Hoo said, bring forward any objection of principle, since the prin- 
ciples had already been established, but resorted to objections of pro- 
cedure such as the following: that these questions were political and 
could not properly be handled by the Council in the present connection 
and should consequently be referred to the Advisory Committee on 
the Sino-Japanese conflict; or that the Council could not interpret the 
recommendations of this Advisory Committee; or that these amend- 
ments were entirely unnecessary, since the principles had already been 
accepted. In spite of the counter arguments brought forward by the 

Chinese representative it was apparent to him that the Council did not 
| wish to approve any statement committing itself to a definite stand 

on the question of the non-recognition of “Manchukuo”. 
At one time during these consultations the opponents of the amend- 

ments suggested that the Chinese position might be set forth in a state- 
ment by the Chinese representative before the Council with the under- 
standing that his observations would be communicated by the Council 
to the Advisory Committee on the Sino-Japanese conflict. The Chi- 
nese representative however declined to accept this solution and con- 
tinued to urge his amendments, or modifications thereof, in negotia- 
tions which lasted up until the evening before the closing meeting of 
the Council. An agreement was finally reached on the basis of the 
following compromise: the Council would accept the first amendment 
in a modified form if the Chinese representative would consent to 
abandon the second. As reported in the Consulate’s telegram No. 18, 
January 20, 10 p. m.,’ the pertinent passage of the report as finally 
adopted by the Council on January 20 reads as follows: 

“Moreover, in view of the fears expressed as to the possibility of 
the aggravation of the position in that territory, I think my colleagues 
will wish to give effect to the Committee’s recommendation to draw 
the attention of the chief producing and manufacturing countries 
now to the necessity of supervising most strictly any application 
for the introduction of narcotics into the territory, and that the 
Council instruct the Secretary-General to write to the Governments 
concerned in that sense. 

"Not printed.
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It is understood that in accordance with articles 3, 8 and 15 of the 
Hague Convention of 1912 exports of opium (raw and prepared) 
to the territory in question cannot be authorized. 

I therefore propose that the Secretary-General, in his letter to the 
Governments, should draw their attention to that point.” ® 

Mr. Hoo informed me subsequently that in spite of his failure to 
obtain the acceptance of his amendments as originally proposed, which 
brought into greater relief the political aspects of the question, he was 
nevertheless satisfied as a whole with the results of the negotiations 
and felt that he had won a victory of no small importance in obtaining _ 
the Council’s direct approval of a statement that exports of opium to 
the territory in question cannot be legally authorized. He was not 
convinced, however, that in practice this action on the part of the 
Council would prevent certain countries from trying to circumvent 
the provisions of the Hague Convention as well as the other conven- 
tions having a bearing on the subject. 

In this connection, the fear has been expressed that in practice Japan 

can nullify any attempts to prevent the exportation of opium to “Man- 
chukuo” by first importing the opium into Japan and then transship- 
ping it to that territory, maintaining that such action would be legal 
since Japan recognizes “Manchukuo” as an independent country and 
not subject to Chinese law. | 

Composition of the Opium Advisory Committee. 

One of the recommendations of the Opium Advisory Committee is 
not discussed in the report referred to above but is contained in a 
separate document. This is the report relating to the composition of 
the Advisory Committee and is contained in document C.23.1934.X1 
of which three copies are enclosed.® This report covers the matter so 
thoroughly that no comment would seem to be necessary. It will be 
noted, however, that in addition to maintaining the present member- 
ship of 21 representatives, the Council approved the addition of repre- 
sentatives from the following countries : Canada, Persia, Sweden, and 
Turkey. It will likewise be noted that the Council did not commit 
itself to a decision concerning the maximum number of members which 
the Committee should comprise, preferring to retain its liberty of 
dealing with the composition of the Committee in accordance with the 
needs of the situation as they might arise. The Council further de- 
cided that the mandates of all members without distinction should be 
of indefinite duration, but that if any country failed to be represented 

* The letters were dated March 19 and acknowledged by the Secretary of State 
on April 9 (500. C 1197/688). 

* Not printed.
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on the Committee during two consecutive years its mandate would be 
deemed to have automatically expired at the end of that period. 

Respectfully yours, Prentiss B. GILBERT 

500.C1197/689b : Telegram 

The Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineron, April 2, 1934—9 p. m. 

182. 1. In accordance with instructions from the League Council 
the Secretary General of the League under date of March 16 requested 

the Governments of Belgium, Great Britain, Czechoslovakia, France, 

Germany, Italy, Japan, Poland, Russia and the United States to fur- 
nish him for the use of the Opium Advisory Committee any infor- 

mation which they can obtain in regard to the traffic in opium and 

narcotic drugs in Manchuria and Jehol. 
2. This plan was put forward by the Council of the League and not 

by the Opium Advisory Committee. 
8. Consideration of the plan to furnish this information in the 

manner proposed involves inter alia the questions of (a) the pro- 
priety of furnishing formally information in regard to conditions in 

countries other than the United States and its dependencies (0) the 
effect which such action would have on the local relations of American 
consular officers in Manchuria and on their sources of information 

(c) the possibility that an attempt might be made to extend the plan 
to include China south of the wall as the Chinese government re- 
ports dealing with the traffic in that territory have been incomplete. 

4. Please inquire orally and informally whether the British For- 
elon Office, in view of (a) the possible effect on the relations of con- 
sular officers in Manchuria and (6) possible repercussions in China 
which might follow the supplying of information in regard to China 

south of the wall, would be willing to defer its reply to the Secretary 

General pending exchange of views with the American Government 

in regard to the expediency of compliance with the request under con- 

sideration. 

5. Fuller? will be in London May 2 to 5 en route to the Opium 
Advisory Committee and could join in discussion at that time. 

* Stuart J. Fuller, Assistant Chief of the Division of Far Eastern Affairs and 
representative in expert and advisory capacity to the League of Nations Ad- 
visory Committee on Traffic in Opium and Other Dangerous Drugs.
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- 6, The Department will await your telegraphic reply before reply- 

ing to the Secretary General. 
Hou 

500.C1197/717 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 

of State 

Lonpon, May 4, 1934—noon. 
[Received May 4—8: 35 a. m.] 

223. Department’s telegram No. 132, April 2, 9 p. m. 
1. At a conference held May 3 between representatives of the For- 

eign Office and of the Embassy and Delevingne™ and Fuller it was 
agreed that the course to follow will be to send a noncommittal ac- 
knowledgment to the League stating that the Minister for Foreign 
Affairs will furnish such information concerning the traffic in Man- 
churia as can properly be furnished. 

9. It was further agreed that it will be expedient and advisable to 
jimit the information so furnished to that which has been published 
in Manchurian gazettes or newspapers and to refrain from handing 

over consular reports. 
3. Home Office will recommend this course to the Foreign Office 

which will undoubtedly act accordingly. 
4. The Embassy will inform the Department by mail when the 

British acknowledgment goes forward to Geneva. 
BINGHAM 

5900.C1197/717 : Telegram 

The Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineton, May 4, 1934—5 p. m. 

179. Your 228, May 4, noon. For your confidential information and 
for that of Fuller. 

1. The Department perceives no objection to the course of action 
outlined in paragraphs 1 and 2 of your telegram under reference pro- 
vided the British Government also follows this course. 

2. Upon the receipt of definite information that the British Gov- 
ernment has replied to the League in the vein indicated, please tele- 
graph the Department and, in your discretion, inform the Foreign 

* Sir Malcolm Delevingne, British member of the Opium Advisory Committee.
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Office that the American Government is forwarding a similar reply to 
the League. | 

Hou 

500.C1197/732 : Telegram 

The Secretary of State to the Consul at Geneva (Gilbert) 

‘ Wasuineton, May 26, 1934—3 p. m. 

45. For Fuller. American Embassy at London states that it has 
mailed to you a copy of its telegram No. 276, dated May 25, 8 p. m., 
to the Department ” reporting that British Government has decided 
that no action is at the moment necessary in regard to the League’s 
communication requesting information on narcotic traffic in Man- 
churia. 

The Department will, pending your return, hold in abeyance the 
question of replying to the League’s communication under reference 
unless, in the light of information available to you, further considera- 
tion of the matter appears advisable. 

Hou 

893.114 Narcotics/739 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 8, 1934—noon. 
[Received 3:52 p. m.| 

| 236. American Consul General at Hankow ™ forwards letter from 
special inspector of the Ministry of Foreign Affairs in the area re- 
questing permission for Chinese Opium Suppression Bureau to have 

| a representative present during search of American gunboats on the 

Yangtze for suspected smuggled narcotics. Adams sent Chinese offi- 
cial concerned to Admiral Wainwright “ who under naval regulations 
refused desired permission. It appears that there have been occasions 
when narcotics have been smuggled on various foreign river gunboats. 
British Yangtze admiral informed Adams that the British had per- 
mitted one representative of Opium Suppression Bureau to be pres- 
ent on British naval vessel when it was searched by its officers for nar- 
cotics. Chinese state that French naval authorities have given similar 
permission in respect to French naval vessels. 

2 Not printed. 
* Walter A. Adams. 
* Rear Admiral John D. Wainwright, commanding the Yangtze Patrol, U. S. 

Asiatic Fleet.
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2. I agree with American naval authorities that presence of alien 
authority on board American national vessel should not be permitted 
and I am accordingly unwilling to press matter with Admiral Wain- 

wright although Adams urges cooperation with the Chinese au- 
thorities concerned and expresses the opinion that in view of the 
cooperative attitude of the British and French naval authorities our 
refusal to permit presence of an unarmed civil official on American 
gunboats when they are searched by their own officers for narcotics 
will cause suspicions and irritation on part of the Chinese author- 
ities. Before instructing Adams to go no further in the matter I 

desire the Department’s instructions. 
8. In regard to this whole matter I would observe that such smug- 

gling as has been done on foreign gunboats on the Yangtze has 
probably been done by casual Chinese employees on gunboats rather 
than by members of enlisted personnel who are under strict discipline 
and have careers at stake. Should there be evidence that casual 
employees on American gunboats are concerned in smuggling and 
if we are to maintain that a Chinese civil official may not be present 
when our national ships are searched by their own officers it might be 
desirable that casual employment of Chinese on American gunboats 
be discontinued. 

J OHNSON 

893.114 Narcotics/746 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WaAsHINGTON, June 14, 1934—4 p. m. 

170. Your 236, June 8, noon, in regard to Chinese request to have 
a representative present during search of American gunboats on the 
Yangtze for suspected smuggled narcotics. 

The Department concurs in the Legation’s views as set forth in 
paragraph 2, first sentence, of Legation’s telegram under reference. 

The Department is confident that American naval authorities en- 
deavor strictly to prevent the use of American naval vessels for 
smuggling of narcotics; and that these authorities are animated by 
a desire to cooperate in every practicable and appropriate way with 
the Chinese authorities toward suppressing illicit traffic. 

There is no legal basis upon which Chinese authorities can right- 
fully demand to have a representative present on board American 
gunboats during the search of such vessels for suspected smuggled | 
narcotics. Moreover, as the periodic inspection which the Department 
understands is made by American naval officers of each gunboat
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necessarily takes place at various points on the river during the 
normal movements of the vessels up and down the river, it would 
obviously be impracticable to have a Chinese representative present 
at all such inspections. In case the Chinese should desire to be 
present only at certain special inspections, it would seem reasonable 
to anticipate that the smugglers, if any, would obtain advance notice 
of such inspection and would take measures to have no contraband 
on board at such a time. 

It is not clear from the telegram under reference whether the 
British have consented to the Chinese request in only one instance 
or whether they have given a general consent. Furthermore, we 
appear to have only the Chinese statement that the French have 
acquiesced. 

The Department suggests that American naval authorities might 

be agreeable in exceptional and specific cases to acceding in some 
form to reasonable requests made by appropriate Chinese officials 
not on the basis of legal right but on the basis of cooperative courtesy. 

The foregoing observations are offered for the discretionary use 
of the Legation and the appropriate consular officers in taking the 
matter up further informally and tactfully with appropriate Chinese 
authorities and with Admiral Wainwright. 

Hui 

500.C1197/782 : 

The Secretary of State to the Ambassador in Great Britain (Bingham) 

No. 450 WASHINGTON, June 28, 1934. 

The Secretary of State refers to the Ambassador’s telegram No. 276, 
dated May 25, 1934, 3 p. m.,® stating that the Embassy had been 
informed informally by the Foreign Office that the British Govern- 
ment considered that no action at the moment was necessary in regard 
to the matter of a reply to communication No. C.L.27(a).1934.X1., 
dated March 16, 1934, from the Secretary General of the League of 
Nations ** which requested certain foreign governments to furnish for 
the use of the Opium Advisory Committee any information obtainable 
in regard to the traffic in opium and narcotic drugs in Manchuria and 
Jehol. 

The Department has noted on pages 1081 and 1082 of the Parlia- 
mentary Debates, House of Commons, dated June 7, 1934, copies of 
which were transmitted to the Department by the Embassy under date 
June 12, 1934, that Sir John Simon made the following statement: 

* Not printed. 
* British Secretary of State for Foreign Affairs.
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“His Majesty’s representatives in Manchuria will, in the ordinary 
course of their duties, report any information on this subject which 
comes to their knowledge. Any trustworthy information not of a 
confidential character will be communicated to the League in accord- 
ance with a request made by the council at its January meeting. 
Information of this character communicated by His Majesty’s Govern- 
ment or other Governments will no doubt be given publicity in the 
reports of the League. The answer to the last part of the question is : 
therefore in the negative.” 

The Department will appreciate receiving such information as 
the Embassy may be able to obtain with regard to (1) whether, subse- 
quent to the Embassy’s telegram under reference, the British Govern- 
ment answered the League communication in question and, if so, the 
tenor of such reply; or (2) whether the British Government intends 
to comply in full or in part with the Secretary General’s request with- 
out making any written acknowledgment of the same. 

500.C1197/754 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

No. 823 Lonpon, July 18, 1934. 
[Received July 24. | 

Sir: I have the honor to refer to the Department’s instruction No. 
450 of June 28, 1934, quoting a statement made in Parliament by 
Sir John Simon on June 7 concerning the request of the Secretary 
General of the League of Nations for information with regard to 
the traffic in opium and narcotic drugs in Manchuria and Jehol, and 
directing the Embassy to inquire what steps the British Government 
has taken or intends to take in this respect. | 

The matter was brought to the attention of the appropriate official 
of the Foreign Office, who informed a member of the Embassy staff 
that the British Government had not as yet answered the Secretary 
General’s communication and that the Foreign Office did not plan 
to do anything about it at present. The official added that should 
anything be sent later, the material would be very carefully selected 
so as not to cause embarrassment to British officials in that area. He 
stated further that with the exception of some information on the 
subject given out by the Manchukuo authorities, which he assumed 
would reach the League’s Opium Committee, nothing had been re- 
ceived recently by the Foreign Office. 

The official also said that should the Foreign Office send anything 
to the League, he thought it might be done through the British repre- 
sentative on the Committee, but he left the Embassy with the impres-
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sion that, awaiting developments and in the absence of any reports 
from British Consuls on the subject, he preferred to let the matter rest. 

At the close of the conversation it was suggested to the official that 
should the Foreign Office take any steps with the League in this re- 
lation, the Embassy would be grateful if it might be informed. 

I shall not fail to report anything I may receive from the Foreign 

Office. 
Respectfully yours, For the Ambassador: 

Ray ATHERTON 
_ Counselor of E’'mbassy 

893.114 Narcotics/790 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasHINGTON, July 26, 1984—5 p. m. 

927. (1) Blanco, now at Geneva, has received a telegram from Hoo 
Chi Tsai, Chinese representative on Opium Advisory Committee now 
at Peiping stating that he could suggest to his Government that 

_ Blanco be asked to come to China for 1 year subject to extension to 
advise on opium suppression and requesting him to indicate terms of 
acceptance. Blanco replied July 18 declining appointment for 1 year 
as insufficient under existing circumstances for obtaining the basic 
information necessary for the formulation of plans for an efficient nar- 
cotic service. He feels that such a short period would lead to no result 
and would be a waste of money. He proposed a contract of 4 or a min- 
imum of 3 years and stated his terms. He suggested as an alternative 
method for reaching the same end his reinstatement in the customs 
service with a view to his being detached for special opium work under 
Nanking. He could leave Geneva within 1 month after receiving 
appointment. He left the way open for counter-proposal. 

(2) In reply to Blanco’s request for his opinion Fuller informed 

Blanco in confidence that in his personal opinion Blanco’s estimates 
set forth above are sound, provided there is a clear understanding 
that (a) Blanco’s advice will extend to prevention of illicit manu- 
facture and of illicit traffic in manufactured drugs and (6) full 
reports will be made in future especially on illicit traffic and that 
Blanco will advise on such reports, under which circumstances the 
plan might afford Blanco opportunity to do good work in futherance 
of solution of China’s opium and drug problem although solution 
must in the end rest with the Chinese themselves. 

(8) The foregoing is for information only. The Department pre- 
fers not to offer to the Chinese Government any suggestions in regard 
to the employment of foreigners to assist in suppressing the opium 

7a A. EH. Blanco, of the Anti-Opium Information Bureau, Geneva.
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and drug traffic or in preparing reports thereon under the Narcotics 
Limitation Convention of 1931.7 Should appropriate opportunity 

. present, however, the Legation may point out informally the menace 

to the United States which existing opium and drug conditions in 
China constitute and may express the hope that Chinese annual reports 
on narcotics and reports on seizure cases will be more complete in 
future. 

(4) Inform Nanking by mail. 
Hui 

500.C1197/754 

The Secretary of State to the Minister in China (Johnson) 

No. 1418 WasHINGTON, July 30, 1934. 

Sir: The report of the Opium Advisory Committee on the work of 
its Seventeenth Session (October 30 to November 9, 1933) stressed the 
lack of official information available in regard to conditions in Man- 
churia in the following terms: 

“, .. 28 Under present conditions, the League is not receiving any 
reports, as provided for in the International Conventions, in regard to 
the traffic in opium and dangerous drugs in the territory, or any official 
information as to the situation there. The Committee feel it to be 
their duty to represent to the Council the great importance of steps 
being taken, by whatever channel or method may be found to be most 3 
suitable in existing circumstances, to secure the fullest possible infor- 
mation as to the production, sale and use of opium and drugs in the 
territory, the administration of the laws and regulations which have 
been adopted on the subject and their effects, cases of illicit traffic, and 
so on, such as the League receives from other countries and territories. 
The Committee considers that it is of the utmost importance that the 
present regime in the territory should be aware of the interest which 
the opium and drug policy there must necessarily have for other coun- 
tries and territories and that the assistance of all concerned should be 
secured in the application there of the measures of control and re- 
striction which have been adopted now by a large majority of the | 
countries of the world.” 

When the rapporteur presented the Committee’s report to the Coun- 
cil the covering report which he submitted as rapporteur included the 
following statement : 

“CONTROL OF THE OpiuM AND Drug TRAFFIC IN AND WITH MANCHURIA 
AND JEHOL Territory, Atso Known As ‘MancHuKwo’ 

“The Advisory Committee considered very carefully the bearing on 
its work—and, generally, on the execution by the League of the duty 

* Signed at Geneva, July 13, 1931, Foreign Relations, 1981, vol. I, p. 675. 
** Omission indicated in the original.
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entrusted to it by the Covenant of supervising the traffic in opium and 
other dangerous drugs—of the new situation which has been created in 
this territory. 

“The Committee showed grave apprehension at certain information 
which had reached it revealing a threefold danger which it was its 
duty under its terms of reference to obviate by all available means: 
firstly, a fear was expressed by certain members of the Committee that 
the policy of the new regime, by creating a State Opium Monopoly 
from which large revenue was anticipated, might result in aggravating 
the position in regard to opium and other dangerous drugs in a coun- 
try where the production and consumption of opium were already 
excessive; secondly, there was the danger of the possible importation 
of Persian opium into a territory already saturated with drugs; and, 
finally, the danger which would inevitably arise, not only for China 
but also for other countries, if the authorities did not take adequate 
steps to prevent the establishment of secret drug factories in a coun- 
try possessing abundant stocks of raw opium for such manufacture. 
As the League was not receiving any reports or any official informa- 
tion as to the situation in the territory in regard to opium and danger- 
ous drugs, the Committee felt it to be its duty to represent to the Coun- 
cil the importance of using whatever methods might be found most 

| suitable in existing circumstances to secure the fullest possible infor- 
mation on the subject. 

“I am sure that my colleagues will desire to facilitate the work of 
the Committee in this matter by every means in their power. Never- 
theless, owing to the special position of this territory and the obliga- 
tion upon the Committee to take account of the recommendations of 
the Advisory Committee of the Assembly instructed to follow the 
situation in the Far East, I think my colleagues will agree that an 
appropriate way of procuring the necessary information is to apply 
for this purpose to the Governments of the States Members of the 
League which are in a position to furnish the information required by 
the Advisory Committee as well as to the Governments of the United 
States of America and of the Union of Soviet Socialist Republics.” 

The rapporteur’s report was adopted by the Council and, under 
date of March 16, 1934, the Secretary-General of the League of Nations 
sent to the Department his circular letter No. C.L.27(a).1934.X1 on 
the subject, a copy of which is enclosed.?® The same letter was sent 
to the Government of the Union of Soviet Socialist Republics. Simi- 
lar circular letters were sent to the Governments of Belgium, Great 
Britain, Czechoslovakia, France, Germany, Italy, Japan, and Poland. 
It will be noted that the plan set forth in the Secretary General’s 
circular letters was put forward by the League Council and not by 
the Opium Advisory Committee. 

The question raised by the Council’s recommendation is regarded 
as really meaning publication of information secured by Japanese, 
Russian, British and American representatives in Manchuria, narrow- 

* Not printed.
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ing down in effect to that secured by British and American consular 

officers. 
It would appear that the furnishing of the information as proposed 

involves, inter alia, two questions of policy, viz.: 

(1) The propriety of furnishing formally information in regard to 
conditions in countries other than the United States and its depend- 
encies ; 

(2) The effect which such action might have on the local relations 
of American consular officers in Manchuria and on their sources of 
information. 

Prior to the session of the Opium Advisory Committee which was : 
held in May of this year, the American representative in that Com- 
mittee carefully refrained from handing in for circulation and from 
quoting in his remarks in the plenary Committee reports on condi- 
tions in countries other than the United States and its dependencies. 

When it appeared advisable or necessary to develop information in 
regard to territories other than American, his course has been to 
address questions to the representative of the government concerned 
or to suggest that the government concerned be asked specific ques- 
tions. In the confidential discussions (which have taken place in the 
Sub-Committee on Seizures the meetings of which are not open to the 
public) of specific cases of illicit traffic, information in regard to cir- 
cumstances abroad in respect of specific cases has been given by the 
American representative, and similarly by the representatives of 
other countries. 

In general, the representatives of other countries have followed a 
similar course, with the exception of the representatives of Great 
Britain and of France. ‘The British and French representatives have 
quoted and have circulated newspaper articles describing conditions 
in China. They have also, without specifically stating the source, 
circulated reports on the situation in China. When complaint was 
made (by the Chinese representative) that these reports were anony- 
mous, the British reply was that they were all from reliable and 
authoritative sources. Practically everyone at once came to the con- 
clusion that they were British consular reports, as most of them were. 

In the case of Manchuria, the government recognized as the sover- 
elgn (i. e., China) is prevented by existing conditions from obtaining 
official information as to the situation in that area. This puts the 
case on a footing which differentiates it from areas in which recog- 

- nized governments function. Nevertheless, the Department, realizing 

the desirability of avoiding any action which would embarrass its 
consular officers in Manchuria, considers it expedient to limit infor- 
mation which it may place at the disposal of the Opium Advisory 

748408—50—VOL. I1I-—_29
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Committee to that which has been published in Manchurian gazettes 
or newspapers or otherwise already made public and to refrain from 
handing over consular reports. 

In May last the question was made the subject of an informal oral 
exchange of views between representatives of the American Embassy 
in London and the British Foreign Office in which discussion the 
American and British representatives on the Opium Advisory 

Committee took part. 
On June 7, 1934, in the House of Commons, Sir John Simon made 

the following statement: 

’ “His Majesty’s representatives in Manchuria will, in the ordinary 
course of their duties, report any information on this subject which 
comes to their knowledge. Any trustworthy information not of a 
confidential character will be communicated to the League in accord- 
ance with a request made by the council at its January meeting. 
Information of this character communicated by His Majesty’s Gov- 
ernment or other Governments will no doubt be given publicity in the 
reports of the League. ‘The answer to the last part of the question is 
therefore in the negative.” | 

This statement indicates that the British Government plans to follow 
a course which concords with the consensus of opinion in the informal 
discussions just referred to and is similar to that which the Depart- 
ment expects to follow. 

There is enclosed herewith, for the confidential information of the 
Legation, a copy of despatch No. 823 dated July 18, 1934, from the 
American Embassy in London” in regard to the intentions of the 
British Government in connection with the matter under reference. 

Very truly yours, For the Secretary of State: 
R. Warton Moore 

893.114 Narcotics/795 : Telegram 

The Secretary of State to the Consul General at Tientsin (Lockhart) 

WasHincTon, August 2, 1934—1 p. m. 

If you have not already done so report by mail on alleged action 
of Japanese military in obtaining by force the delivery to them by 
the Chinese magistrate at Changli about June 13 of narcotics which 
had been seized from and fines which had been imposed upon certain 
Chinese. If manufactured drugs were involved report all information 
available to show where they were manufactured. 

Huy 

° Ante, p. 359.
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500.C1197/760b 

The Secretary of State to the Ambassador in Japan (Grew) ™ 

No. 565 Wasuineton, August 8, 1934. 

The Secretary of State refers to the Department’s instruction No. 
466, of February 26, 1984,?? and encloses herewith, for the informa- 
tion of the American Embassy at Tokyo, a copy of League document 

' No. O.C. 1565, which is the reply of the Japanese Government to 
Circular Letter No. C.L.30.1934.X1., in regard to the recommendations 
of the Council of the League of Nations in respect of supervision of 
the traffic in narcotic drugs to Manchuria and Jehol. A copy is also 
enclosed of letter No. 30(e).1934.XI1., dated March 19, 1984, from the 
Secretary General of the League of Nations to the Minister of 
Foreign Affairs at Tokyo. 

[Enclosure 1] | 

Translation of Letter From the Japanese Consul General at Geneva 
(Yokoyama) to the Secretary General of the League of Nations 
(Avenol) | 

GENEVA, May 22, 1934. 

Sir: In reply to your circular letter (C.L.30(e).19384.XT) of March 
19th last concerning the control of the trade in opium and other 
dangerous drugs with Manchukuo, I am instructed by my Government 
to inform you that all applications for the export of substances cov- 
ered by the Conventions are examined very carefully and that my 
Government will pursue the same policy as regards the trade in opium 
and other dangerous drugs with Manchukuo. 
With reference to the application of the Hague Convention to the 

territory of Manchukuo, the Japanese Government wishes to point 
out that, having recognised Manchukuo as an independent State, it 
cannot agree with the views expressed by the Council in the circular 
letter mentioned above, namely, that exports of opium to the terri- 
tory in question cannot be authorised. My Government is of opinion 
that permits to export the above-named substances to Manchukuo 

are valid and legal if they are issued in accordance with the provisions 
of the International Conventions governing the matter. 

| T have [etce. ] M. Yokoyama 

“The same, mutatis mutandis, to the Minister in China as Department’s No. 
1425, August 8. 
“Not printed; it transmitted copy of despatch No. 796 Political, January 27, 

from the Consul at Geneva, p. 349.
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[Enclosure 2] 

The Secretary General of the League of Nations (Avenol) to the 
Japanese Minister for Foreign Affairs (Hirota) 

GENEVA, March 19, 1934. 

Your Excerttency: On January 20th, 1934, the Council of the 
League of Nations considered certain suggestions made by the Ad- | 

visory Committee on Traffic in Opium and Other Dangerous Drugs 
at its seventeenth session (October 30th-November 9th, 1933) in re- 
gard to the control of the opium and drug traffic with Manchuria and 
Jehol, territory also known as “Manchukuo”. In accordance with 
the suggestions of the Advisory Committee, the Council instructed 
the Secretary-General to draw the attention of the chief producing 
and manufacturing countries to the necessity of supervising most 
strictly any application for the introduction of narcotics into this 
territory. The Council further pointed out that it is understood, in 
accordance with Articles 3, 8 and 15 of the Hague Convention of 1912, 

that exports of opium (raw and prepared) to the territory in question 
cannot be authorised. 

' [have the honour, therefore, in accordance with the instructions of 
the Council, to draw the attention of your Government to this matter 
and would refer you to the report to the Council on the work of the 
seventeenth session of the Opium Advisory Committee (document 

- C.642.M305.1933.X1) and the Minutes of the Council’s meeting on 
January 20th, 1984, copies of which have already been communicated 
to your Government. 

I have [etc. ] For the Secretary-General : 
[Signature not indicated ] 

Director of the Opium Traffic 
| and Social Questions Sections 

893.114 Narcotics/848 

The Consul at Tientsin (Atcheson) to the Secretary of State 

No. 626 Trentsin, August 27, 1934. 
[Received October 6.] 

Sir: I have the honor to refer to the Department’s telegram of 
August 2, 1 p. m., and to my reply of August 24, 9 a. m.”3 on the above 
subject, and in that connection, to submit the following report. 

In its issue of June 16, 1934, the J Shzh Pao, a vernacular paper 
published in Tientsin and noted for its courageous editorial policy, 

* Latter not printed.
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reported that on the afternoon of the June 14 a squad of thirty Jap- 

anese soldiers, led by an officer whose name in Chinese is given as 
K’u Wei, surrounded the Magistracy at Ch’angli, and demanded of 
the Magistrate, one Liang Yu, that he immediately refund the sum 
of more than Yuan $4,900 representing the money exacted as fines 
from the dealers in and users of opium and from gamblers and the 
operators of gambling houses. The report asserts that, failing such - 
return, the Magistrate was to be shot to death. 7 

The report goes on to say that after some discussion, however, it 
was agreed that the Magistrate should be given three days of grace, 
within which he was to hand over Yuan $1,000 and four packages of 

opium, and the troops were withdrawn. 
Liang is said then to have telegraphed the Chairman of the Hopei 

Provincial Government, General Yu Hsueh-chung, for instructions, 
at the same time deputing Li Wei-T’ing, the Chief of the Ch’angli 
Hsien Judicial Department, to T’angshan to report the affair to T’ao 
Shang-Ming, the Special Administrator of the Luan-Yu Area, with 
the request that it be reported to the Japanese Commander at Shan- 
haikuan, Ch’uan Ho, the direct superior of the officer in command 
of the Japanese troops at Ch’angli. It was also said that a Japanese 
Vice Consul was ordered to T’angshan, and accompanied ‘l’ao to 

Shanhaikuan. 
A second and more complete report of the affair published in the 

issue of the J Shih Pao for June 17, described the incident as being 
in part due to friction with the Japanese officials at Ch’angli over 
the detention of two suspected criminals by the Magistrate, and indi- 
cated that a settlement was reached after conference between the Jap- 
anese Vice Consul and T’ao Shang-Ming at T’angshan and after the : 
Vice Consul’s visit to Ch’angli. T’ao then, according to this report, 
sent Li Wei-T’ing to Shanhaikuan with a letter addressed to the 
Chief of the Bureau of Public Safety there, requesting that the head 
of the Japanese Military at Shanhaikuan be asked to order the Jap- 
anese troops in Ch’angli to desist from such acts in the future. 

It is of interest to note that the report quoted states that the Magis- 
trate, Liang Yu, is an American returned student. 

As of possible interest, full translations of both of the reports quoted 
above are enclosed.” 

Information given on August 23 to Vice Consul Ward of this office 
by a member of the Ch’angli gentry in Tientsin on private business 
indicates that these reports are substantially true. The informant 

stated that on June 14 thirty fully armed Japanese soldiers, officered 
by a captain or first lieutenant, appeared at the Magistrate’s office, 

** Not printed.
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and threatened his life, demanding, as the newspaper report states, 
the return of the fines exacted and opium seized from local opium 
smokers during a vigorous campaign which the Magistrate had been 
waging against the vice of opium smoking. 

The informant asserted that this drive of Liang’s had the full sup- 
port of all people of standing in the district, and that it was directed 

' against a very serious situation which existed not only in Ch’angli 
Hsien, but throughout the demilitarized zone. In Ch’angli Hsien 

alone there are, he said, over 100 dealers in opium, morphine and 
heroin, most of whom are either Japanese or Korean. The shops in 
which these drugs are dispensed are called Yang Hang, “Foreign 

Firms”, and even those owned by Chinese claim exemption from 

Chinese jurisdiction on the ground that they are the property of 

Japanese nationals. 
It would thus appear impossible for the Chinese authorities to act 

directly against the individuals engaged in the sale of drugs in 
Ch’angli, and Liang subsequently concentrated on eradicating the use 
of the drug. In this, Mr. Ward’s informant stated, Liang met with 
some measure of success. Agents of the Magistrate were stationed at 
points close to the larger known opium shops, and Chinese leaving 

such places who showed signs of having been smoking opium were 
arrested, searched, and subjected to fines. Such drugs as they may 
have purchased were confiscated. This scheme was followed for over 
four months, and resulted in such a sharp falling off in the business of 
the “Foreign Firms” concerned that Liang felt encouraged to extend 
his campaign to include gambling. 

In this connection the informant pointed out that the natural pen- 

chant of the Chinese for gambling has for some time afforded dis- 
reputable Japanese and Koreans in Ch’angli with a lucrative source 
of income, and he stated that the number of gambling houses has in- 
creased since the establishment of the de-militarized zone. They are, 
he asserted, not honestly conducted, and are looked on by the better 

elements in Ch’angli as being little better than opium dens, several 

establishments including both under the same roof. 
In the vigorous prosecution of his campaign Mr. Liang brought 

upon himself the not unnatural ire of the dispensers of drugs and the 
owners of gambling houses in his district, and they, being by nation- 
ality predominantly Japanese, sought the assistance of the Japanese 
military present in Ch’angli. The attempted seizure was the result. 
The informant stated that the drugs which had been confiscated and 
the fines exacted were in fact handed over to the Japanese military, 
although the newspaper reports noted above indicate that this was not 
done.
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This informant did not believe that any of the drugs seized had been 
taken from dealers themselves, and he stated that the fines were those 
exacted from the smokers and not from the dealers. He believed that 
the amount of the fines, including those collected for gambling, easily 
exceeded Yuan $4,000, but he did not know the exact amount. 

The heroin being sold in Ch’angli is, he stated, believed by the 
Chinese there to be manufactured in Korea, and to be brought into 
Ch’angli through Shanhaikuan. An official of the Tientsin Municipal 
Government, questioned on this point during a discussion of the sub- 
ject, stated however that he believed Dairen to be the chief place of 
manufacture of the drugs now being distributed in the de-militarized 

zone. : 
Certain Chinese from T’angshan and Ch’ienan Districts have cor- 

roborated the statement of the informant quoted that, from the 
Chinese point of view at least, the Japanese authorities in the de- 
militarized zone are more or less openly assisting their nationals in 
the distribution throughout that area of opium and its products, 
morphine and heroin. Although the apparently hopeless efforts of 
the Chinese authorities to cope with this menace are believed to be 
based, as they are claimed to be, on the real horror which responsible 

Chinese feel of the drug itself, and the feeling that the Japanese are 
using the propagation of the drug habit among Chinese as a means 
of destroying the virility of the race, it must also be added, as the 
Chinese themselves say frankly enough, that there probably is, in 
the steps taken by Mr. Liang, and in similar measures taken by other 
Chinese authorities throughout this district, an anti-Japanese bias. 

In connection with the above report, it may be stated that because 
of the difficulty involved in finding reliable sources of information, 
the Consulate General felt at the time of the Chi’angli incident 
that it would be more practicable to include it in a report on the 
narcotics situation in this district which it hoped to be able to prepare 
at a later date, than to make it the subject of a separate report. 

Respectfully yours, Grorce ATCHESON, JR. 

893.114 Narcotics/827 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) - 

WASHINGTON, September 4, 1934—6 p. m. 

279. Your despatch No. 2878, July 28.2% When opportunity pre- 
sents the Minister or the Counselor at Nanking should intimate orally 
and informally to the appropriate authorities in Nanking the concern 

* Not printed. "
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of the American Government over the apparent increase in smuggling 
of prepared opium from China to the United States and over the 
large quantities of clandestinely manufactured derivatives of opium 
known to be available in China for smuggling to the United States. 
It is suggested that this might be done when handing over the Amer- 
ican annual narcotic report for 1933 7* sent to the Legation with the 
Department’s circular instruction of August 15, 1984,” which men- 

: tions the American Government’s apprehensions on pages 5, 6, 7, and 

35. Please report when this action has been taken. 
Moore 

893.114 Narcotics/836 : Telegram 

The Counselor of Legation in China (Gauss) to the Secretary of State 

NANKING, September 21, 1934—noon. 
[Received 1:25 p. m.] 

68. Reference my No. 67, September 17, 4 p. m.,”” regarding manu- 

facture of narcotics. Further investigation and consultation with 
the Director of the National Health Administration has developed the 
following information: In 1929 the Chinese Government issued regu- 
lations for the establishment of a national agency to have a monopoly 
of all importation, distribution and sale of narcotics. The regula- 
tions were not put into effect, however, largely because of difficulties 
foreseen in their effective enforcement. 

Recently the drastic action taken by Chiang Kai-shek * for the sup- 
| pression of unlawful narcotics traffic, involving in many cases infliction 

of the death penalty, has led to pressure for the establishment of the 
national agency to provide a lawful source of supply of narcotics for 
legitimate medicinal purposes. 

The National Health Administration is preparing to give effect to 
the 1929 regulations by designating the Central Hygienic Laboratory 
at Nanking, one of the departments of the administration, as the na- 

tional agency. 
In this connection it has been proposed that instead of importing all 

narcotic supplies from abroad the national agency should make use 
_ of narcotics seized in the unlawful traffic in China. Heretofore these 

seized supplies have been destroyed. They are usually adulterated or 
impure and would require laboratory processing for refining or puri- 

% 1. S. Treasury Department, Bureau of Narcotics, Trafic in Opium and Other 
Dangerous Drugs for the Year Ended December 31, 1933: Report by the Govern- 
14) of the United States of America (Government Printing Office, Washington, 

7 Not printed. 
78 Chairman of the Chinese Military Council and Commander in Chief of the 

Army, Navy, and Air Forces.
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fication. This work would be undertaken by the national agency in 
its own laboratory plant which is under the strict control of the Na- 
tional Health Administration. The proposal to use such supplies has 
been approved by the Executive Yuan but has not yet been approved 
by the Central Political Council. | 

Mail report follows.” 
Gauss 

PROPOSED INTERNATIONAL COLLABORATION FOR THE ECONOMIC 

RECONSTRUCTION OF CHINA;* ORGANIZATION BY CHINESE 

BANKERS OF THE CHINA DEVELOPMENT FINANCE CORPORATION 

893.50A/75 ;: Telegram 

The Acting Secretary of State to the Counselor of Legation n 
Switzerland (Mayer), at Geneva 

WASHINGTON, January 18, 1934—2 p.m. 

131. Your 223, January 12, 2 p. m.® If you receive notification of 
meeting of Committee for technical cooperation between the League 
and China, with invitation to attend, Department desires that you give 
an informal acceptance and attend in an absolutely informal and 
strictly unofficial capacity. Department is instructing Paris to send 
you text or substance of instructions issued to Marriner * in connection 
with his attendance in July, 1933, at meeting of this Committee.” 

PHILLIPS 

893.50A/76 : Telegram 

The Counselor of Legation in Switzerland (Mayer) to the Secretary 
of State 

GENEVA, January 16, 1934—2 p.m. 
[Received January 17—12:10 p.m.] 

224. Department’s 131, January 13, 2 pm. I attended the meet- 

ing of the Committee for Technical Cooperation between the League 
and China in the capacity desired by the Department. Although an 
invitation was extended to me to be present I learn that the Secretar- 

* Telegram No. 69, September 22, 1934, 9 a. m., from the Counselor of Legation 
in China, reported that “proposal to use seized drugs has now been approved by 
the Central Political Council” (893.114 Narcotics/838). 

*° Not printed. 
31 Continued from Foreign Relations, 19338, vol. 111, pp. 494-524. 
2 J. Theodore Marriner, Counselor of Embassy in France. 
% See telegram No. 145, July 16, 1933, midnight, from the Acting Secretary of 

State to the Secretary of State in London, Foreign Relations, 1933, vol. m1, p. 499.
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iat seem to consider that the terms of the American acceptance for the 
meeting in Paris last July signified continuing association with the 
Committee in an unofficial manner and that in reality no invitation 

to attend future meetings is needed. 
At today’s meeting a very brief preliminary report from Rajchman * 

was circulated to the members stating that the Council’s decision to 
strengthen technical cooperation by China caused general satis- 
faction in the country. He requested opportunity later to present 
a considered report when the economic survey on behalf of the National 
Economic Council was concluded. A supplementary exposé has been 
prepared by the Secretariat which together with Rajchman’s report 
will be forwarded by mail.®” | 

It was agreed to hold sessions of this Committee at every Council 
meeting. Further it was agreed that another meeting of the Com- 
mittee would be called during the present session of the Council if any 

_ member should request it as a result of a reading of the Secretariat’s 
detailed exposé referred to above. 

Mayer 

893.48/881 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the Japanese Chargé (Taketomt) 

[WasHINGTON, | January 18, 1934. 

Mr. Taketomi came in by appointment and said that he wished to 
talk again about the R. F. C.** $50,000,000 loan to China. He recounted 
various points in the history of the loan and the fact that very little 
cotton or wheat has been sent to China on the basis of this credit and 
then proceeded to say that the loan had originally made a very bad 
impression in Japan and that that impression continues, partly 
because of the fact that the Chinese press continues to capitalize the 
transaction as an evidence of special friendliness on the part of the 
United States to China. He then said that he was under instruction 
from his Government to make informally the suggestion that if and 
when the question of extending or revising the contract comes up for 
consideration thought be given to this feature of the general effect 
upon American-Japanese relations. He made the statement in such 
a way that it gave the impression of an intimation that termination of 
the contract would be pleasing to the Japanese Government—on the 

7, W. Rajchman (Polish), director of the League of Nations health section 
and technical adviser to the Chinese Government. 

* Not printed. 
*® Reconstruction Finance Corporation.
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score that it would be helpful toward general improvement of these 

relations. 
Mr. Hornbeck confined his reply to a statement that he would make 

record of the conversation and bring the matter to the attention of 
the Acting Secretary. 

S[rantey] K. H[ornspecx] 

893.51/5866 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, February 10, 1934. 
[Received March 12. | 

Sir: On the afternoon of February 9, 1934, I received a friendly call 
from Mr. Yakichiro Suma, newly appointed Japanese Consul General 

and First Secretary of Legation residing in Nanking. 
In the course of the conversation I asked Mr. Suma whether he knew 

how successful the Chinese National Economic Council was proving to 
be in its work of improving economic conditions in China. 

Mr. Suma said he had heard that the Chinese Government has asked 
the American Government to alter the Cotton-Wheat “Loan” to a loan 
of money, and he observed that the National Economic Council had 

_ been started with the idea that its operations would be financed with 
the proceeds of this “Loan”. I made the observation that this could 
hardly be, since the National Economic Council was started in 1931, 
whereas the Cotton-Wheat Credit was extended in 1933. I said I had 
not heard of the new scheme he mentioned and I called attention to 
the fact that Mr. T. V. Soong’s transaction in the United States was 
not a loan, but was merely a credit extended to the Chinese Govern- 
ment for the purchase of cotton and wheat up to a total value of U.S. 
Currency $50,000,000; that the Chinese Government was not obliged 
to utilize the entire credit; and that, as I understood, very little cotton 
had been purchased and even wheat purchases had not been fully com- 
pleted, owing to the fact that the resale of American cotton by the 
Chinese Government at a profit had been found impossible and the 
low price of wheat prevailing in China made a profit on resold Ameri- 
can wheat difficult to obtain. 

Mr. Suma amended his statement, by saying that the National Eco- 
nomic Council had been increased in personnel and scope of operations 

after the American Credit was established, in the hope that profits 
from that transaction might provide funds for the operations of the 
Council. He observed that the American cotton could be utilized only 
by the Japanese owned cotton mills in China and he answered affirma- 
tively my question whether Japanese cotton mills were not refraining
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from buying American cotton from the Chinese Government, but were 
- making their purchases direct from the United States. Mr. Suma said 

that this action of the Japanese cotton mills was caused by the tension 

in Japanese-Chinese relations. 
Mr. Suma asked me whether I had met Mr. Monnet, whom he de- 

scribed as a French financier who had come to China at the request of 

Mr. T. V. Soong, just as Sir Arthur Salter had come. I replied that 
I had not met Mr. Monnet, but that I was anxious to do so, since he 
had been described to me as a very intelligent man. 

Mr. Suma said that Mr. Monnet had told him in Shanghai that Mr. 

T. V. Soong, when he was in London last summer, had talked with Mr. 

Thomas W. Lamont, American banker, and with Sir Charles Addis, 

British banker, and had endeavored to promote a scheme under which 

foreign capital would be brought to China for purposes of economic 
development, but without the participation of Japan. 

Mr. Suma expressed the opinion, in which, he said, Mr. Monnet had 

heartily concurred, that no scheme of financing economic development 

in China could succeed if it excluded Japan. Any such plan, Mr. 

Suma insisted, was “imaginary” and unreal. It was for this reason, 
he added, that the National Economic Council could not succeed in its 
program, even though headed by such capable men as Mr. T. V. Soong 

and Dr. Ludwik Rajchman. (Doubtless the well known anti-Japanese 

feelings of Mr. Soong and Dr. Rajchman were in the mind of Mr. 
Suma. W.R. P.) Mr. Suma said that he was told that Mr. T. V. 
Soong, ex-Minister of Finance and present member of the Standing 

Committee of the National Economic Council, would soon return tothe 

Chinese political stage in a more substantial position, such as Minister 
of Industries, Communications, or Railways. 

Mr. Suma said that Mr. Monnet had expressed himself as being 
extremely discouraged with the state of affairs in China, especially in 
relation to the prospect of bringing foreign capital in for the purpose 

of economic development. 

The Department is doubtless aware of Mr. Suma’s fame as a prac- 

tical diplomatist. His remarks to me, which I have summarized above, 
were a plain caveat against any plan to finance China politically or 

economically with foreign capital, excluding Japanese participation, 

whether such objective were sought to be achieved through an Ameri- 

can credit, a partial revival of the International Consortium,” or a 
project of the League of Nations. 

Very respectfully yours, Wittys R. Peck 

* Jean Monnet (French), chairman of a consultative committee organized in 
1933 by T. V. Soong, the Chinese Minister of Finance. 

“For the Consortium Agreement of October 15, 1920, see Foreign Relations, 
1920, vol. 1, p. 576.
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893.50A/84 

The Counselor of Legation in China (Peck) to the Secretary of State 

NanxkInG, March 26, 1984. 
| [Received May 7. ] 

Sir: I have the honor to state that during a social conversation with 
Dr. O. Trautmann, German Minister, on the afternoon of March 25, 
the latter told me that he had just received a call from Mr. Y. Suma, 
Secretary of the Japanese Legation residing in Nanking, and that Mr. 
Suma had dwelt on the futility of any plans for the economic rehabili- 
tation of China in which Japan should not take a preponderant part. 
Mr. Suma had also told Dr. Trautmann of recent dangerous Com- 
munist inroads into Hunan Province. Dr. Trautmann said that Mr. 
Suma had taken some pains to emphasize that in any plans for the 
economic development of China, Japan must have the “lion’s share”, 
or such plans would be doomed to failure. Dr. Trautmann wondered 
whether Mr. Suma made these declarations merely as a matter of 
private conviction, or whether he did so under instructions from his 
Government. Dr. Trautmann said that Mr. Suma had referred to some 

big scheme for international collaboration for the economic develop- 
ment of China and that he, Dr. Trautmann, had replied that he sup- 
posed that Japan would, of necessity, have a part in any international 
plan for the economic development of China. 

Dr. Trautmann wanted to know my views on Mr. Suma’s activities 
as indicated above, and I replied that Mr. Suma had taken the same 
line in his conversations with me. For example, he had told me that 
he understood that Mr. T. V. Soong, when he went to America and 

London in the summer of 1933, had endeavored to promote a big 
scheme for the international joint development of China in economic 
ways, without the participation of Japan. Mr. Suma had expressed 
the opinion that any such scheme, or any endeavor on the part of the 
League of Nations to assist in economic development in China without 
Japanese participation, was fantastic and “imaginary”, and lacking 
in any practical hope of success. He had said that he thought the 
Chinese were beginning to realize this. 

I said to Dr. Trautmann I hardly thought that Mr. Suma had re- 
ceived instructions to urge this viewpoint on the different foreign 
diplomatic representatives in Nanking, although it was possible he 
had been so instructed, on the hypothesis that repeated iteration of 
an assertion is calculated to bring about conviction in the mind of 
the hearer. I thought it might be, I said, that Mr. Suma spoke out 
of the intensity of his own belief in the essential part which Japan 
must take in the political and economic affairs of the Far East.
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I said that I, also, had received Mr. Suma’s information regarding 
recent dangerous Communist inroads into Hunan and had asked Dr. 
Wang Ching-wei “ for confirmation, whereon Dr. Wang had denied 
the reports in toto and had immediately told me that he thought they 
emanated from a Japanese source, since the Japanese were continu- 
ally exaggerating the Communist menace in China. 

I recalled to Dr. Trautmann recently published official statements 
by Japanese in high positions to the effect that peace in the Orient 
necessarily rested on Japan as a foundation and I remarked that there 
is a pretty general belief that Japan would be delighted to receive an 
international “mandate” to reduce China to order and protect general 
international interests in this region. Dr. Trautmann was aware of 
this general belief. 

Respectfully yours, Wuuys R. Peck 

893.00/12712 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 

of State 

SHaneuat, March 27, 1934—4 p. m. 
[Received March 28—5: 40 p. m.] 

130. First plenary meeting National Economic Council held Nan- 
king March 27th Kuomin reports that among proposals adopted most 
significant related to distribution of proceeds of American wheat and 
cotton loan, increase of prices of foodstuffs, exploitation of mineral 
resources in Yunnan, control of match and coal industries and transi- 
tional measure towards adoption of the gold standard. It is esti- 
mated that $40,000,000 national currency proceeds of cotton and wheat 
loan will be available for reconstruction purposes. According to a 
resolution adopted 40 percent or $16,000,000 will be earmarked for 
readjustment of national currency and finances and improvement of 
monetary system. Six million will be allocated for development of 
aviation and about three million for relief and rehabilitation in 
‘Kiangsu. The remaining fifteen million are to be used for develop- 
ment of highways, reconstruction enterprises in the northwest, cotton 
control, improvement of sericulture, tea, et cetera, and reserve funds. 

2, Another proposal adopted called for increase of prices [of] home- 
produced foodstuffs. This was referred to Executive Yuan for imme- 
diate execution. Proposal provides inter alia for prevention of 
further influx of foreign flour, rice and wheat, reduction of railway 

“ President of the Chinese Executive Yuan (Premier) and Acting Minister for 
Foreign Affairs.
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freight on foodstuffs, exemption from transit taxes and purchases by 

Government of surplus food supplies. 
3. The proposal to have to pave the way for ultimate adoption of | 

gold standard was referred to Monetary Committee of Ministry of 
Finance for consideration. It provides that central bank be author- 
ized to issue gold bank notes which must be used as legal tender in 
ordinary commercial transactions. Value to be one-fourth of customs 
gold unit. Any private individual may present gold or articles made 
of gold to the bank in exchange for those gold notes. Bank to hold 
a 40 percent specie reserve against such gold notes which may consist 
of gold articles or gold. When appropriate time comes all income and 
expenditure of Government to be expressed in terms of new gold unit. 

Repeated to the Legation, copy by mail to Nanking. 

CUNNINGHAM 

793.94/6639: Telegram | 

The Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 3, 1934—3 p.m. 
[Received May 3—8: 25 a.m.] 

241. Mayer’s 224, January 16, 2 p. m., Consulate’s 64, May 1, 2 p. m.* 
Haas “ tells me that the China Technical Committee will be called 
during the coming session of the Council in the week beginning May 14 
and that only the usual circular notice of convocation will be sent out. 
As Department has made no comment of second sentence of paragraph 
1 of Mayer’s 224, January 16, 2 p. m., I assume that I should attend the 
meeting in the capacity you prescribed on receiving notice of the 
convocation. (Chinese-Japanese controversy.) 

Wison 

800.5081938/9 

Memorandum by the Minister in China (Johnson) of a Conversation 
With Mr. David Drummond * 

Nanxine, May 8, 1934. 

Mr. Drummond called today and said that Mr. Monnet wished to see 
me, if possible, on Saturday afternoon, May 5. Itold him that I would 

” For telegram No. 64, see p. 150. 
* Robert Haas (French), director of the League of Nations communications 

and transit section. 
“ Copy transmitted to the Department by the Minister in China in his despatch 

No. 2715, May 9; received June 4. Mr. Drummond was a British national who 
accompanied M. Jean Monnet to China in 1983-34.
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be very glad to see Mr. Monnet on Saturday afternoon at such a time 
as might be agreeable to him. Mr. Drummond asked me if I knew 
about their activities. I stated that I did not but would be very glad 
to hear anything that he might care to tell me. | 

Mr. Drummond referred to T. V. Soong’s visit in Europe last year, 
at. which time there were discussions regarding the possibility of giving 
financial assistance to China. He said, however, that these discus- 
sions led no place at that time because T. V. was unwilling then to 
permit Japanese participation and the Japanese had intimated that 
they would prevent the successful accomplishment of any effort that 
might exclude them. Mr. Drummond stated that it was the opinion 
of Mr. Lamont and Sir Charles Addis that an effort of this kind could 
not be successful without Japanese participation and even T. V. Soong 
recognized this, and indicated his willingness to invite Japanese par- 

ticipation once the business was started. However, all that came out 
of this was that Mr. Monnet, who was in no way connected with the 
League but was quite independent, having been employed in the United 
States during recent years with Blair and Company and other financial 
organizations, had been invited to come out and look over the situation 
from a purely practical businessman’s point of view. Mr. Drummond 
said that Mr. Monnet had asked him to come along, and that the two 
of them had come out to China, and as a result of Mr. Monnet’s discus- 
sions and visit, he had now worked out a scheme which called for the 
organization of a Chinese bankers syndicate. 

It was Mr. Monnet’s idea when he came out that he should find 
something stable in China with which to work, and he felt that he had 
found this in the Chinese bankers of Shanghai. It was expected that 
with these bankers a syndicate would be organized with a capital of 
ten million dollars, which would be purely Chinese, operating under 
a Chinese charter. It was a further idea that this syndicate should 
be able to offer any business proposals to foreign interests, either 
singly, or as a group. Mr. Monnet felt that in this way they might 
get rid of the consortium which was anathema to the Chinese, and 
also of the complaints that the Japanese might make, who are opposed 
to foreign assistance to China which would not include Japan. 

Mr. Drummond stated that while in Hong Kong apparently rumors 
as to what was being done got out, which disturbed the Japanese 
considerably and he thought that the Japanese press statement of April 
17 * was probably due to their misunderstanding of what Mr. Monnet 
was undertaking. Mr. Drummond thought perhaps the Japanese had 
connected Mr. Monnet and his work with the League, and with Dr. 
Rajchman, whom they dislike. He stated that Mr. Monnet had had a 

“Foreign Relations, Japan, 1931-1941, vol. 1, p. 224.
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long conversation with Mr. Suma and he thought that probably the 
Japanese had a better understanding of the matter now. 

Mr. Drummond said that Mr. Monnet was in Kuling at the present 
time for the purpose of having a final consultation with Dr. Kung “ 
and General Chiang,” and that when Mr. Monnet returned from 
Kuling on Saturday, he would likely know whether this scheme would 
be consummated or not. 

Mr. Drummond told me that all of the principal Chinese bankers in 
Shanghai were being included and one or two from North China, 
although, at the present time, they had no participants from South 
China. 

Netson TrRUsLER JOHNSON 

800.508193/12 

Memorandum by the Minister in China (Johnson) of a Conversation 
With Mr. Jean Monnet * 

Nanxine, May 5, 1934. 

Mr. Monnet called and we had an hour’s conversation, in the course 
of which he told me something of his plans, pretty much as they had 
been described to me by Mr. Drummond on May 3rd. 

Mr. Monnet stated that while Soong was in Europe he was very 
anxious to obtain financial assistance from American and European 
bankers and had had conversation to that end with Mr. Lamont and 
Sir Charles Addis. Mr. Monnet stated that Mr. Lamont had informed 
Soong quite frankly that any plan for financial assistance to China 
along consortium lines must have Japanese participation. He said 
that Sir Charles Addis agreed with this point of view, but that T. V. 
Soong was not prepared to accept Japanese participation at this time, 
although he was prepared to consider it at a later date. 

T. V. Soong had invited Mr. Monnet and Sir Arthur Salter to come 
to China and look over the ground. Mr. Monnet stated that from the 
beginning he had a feeling that it might be possible to do something. 
He said that before he left Paris, Ishii of the Japanese Embassy had 
gone to see him and had told him that Japan would not stand for any 
cooperation between Europe and China with Japan left out. 

Mr. Monnet stated that he and Salter came out and that he had been 
looking about. It was his idea that if he could only get the Chinese 

*“'H. H. Kung, Vice President of the Executive Yuan (Vice Premier) and 
Minister of Finance. ~ 

* Generalissimo Chiang Kai-shek, Chairman of the Chinese Military Council 
and Commander in Chief of the Army, Navy, and Air Forces. 

“ Copy transmitted to the Department by the Minister in China in his despatch 
No. 2755, June 4; received July 2. 

748408—50—VoL. 111-30
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bankers to organize a corporation of their own for the purpose of in- 
vesting the large accumulations of Chinese capital to be found in 

Shanghai at points in the interior, the trick would have been done. He 
said, however, that there were three things which must be done before 
China could expect financial assistance from abroad. These things he 
had explained to the Chinese. 

In the first place, the Chinese could not expect foreign money to be 

got into the interior of China where Chinese money was not willing to 
take the lead; it was necessary that Chinese money show the way to 
other money by finding proper investments for itself in the interior of 
China. Next, China must do something about her debts, even includ- 
ing the Nishihara debts to Japan.” Of course, many of these debts 
would have to be shaved down in any settlement that was made; never- 
theless they were honest debts and China could not expect to accom- 
plish anything until they were paid or an attempt was made to bring 

about some settlement of them. And third, it was highly necessary 
that something be done to bring about a reorganization of China’s 
railways. 

Mr. Monnet stated that he found the Chinese generally interested 
in doing something along these lines, and appreciative of the fact 
that something of the sort must be done before anything could be 
accomplished. ‘He stated that he had succeeded in bringing together 
a number of Chinese bankers at Shanghai,—not simply the Inter- 
national Settlement bankers, but Chinese bankers interested in 
business outside of the Settlement; and that plans were already made 
for the organization of a syndicate made up of these Chinese bankers. 
He was now waiting for Chiang Kai-shek and H. H. Kung to indicate 
their approval. He thought it probable that something might be 
done along these lines in the next few days; at any rate, he was 
hopeful. Once the Chinese banking syndicate was organized it could 
invite participation on the part of foreign capital in various lines 
that might be of interest to China. 

With reference to the Japanese, Mr. Monnet stated that Mr. Suma 
had called upon him at Shanghai some two days after the statement 
of Japan’s policy at home. He stated that Suma appeared to regret 
the Japanese statement. He said that he had laid all his cards on the 
table in so far as Mr. Suma was concerned, and he felt that he had 
won Mr. Suma’s good will, although he was not too sure of this. 

Mr. Monnet expressed himself as being very much impressed with 
Chiang Kai-shek whom he described as “having guts”. He thought 
that Chiang was an outstanding person in that he thought clearly 

” Contracted in 1918 by Kamezo Nishihara, Japanese banking group representa- 
tive at Peking,
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and was capable of making decisions. Mr. Monnet expressed himself 
as being very optimistic as to what he might be able to accomplish. 

Ne tson TRUSLER JOHNSON 

793.94/6638 : Telegram 

The Secretary of State to the Minister in Switzerland (Wilson), 
at Geneva 

WasuineTon, May 10, 1934—3 p. m. 

149. Your 241, May 3, 3 p.m. Upon receipt of invitation or of 
notice of convocation Department desires that you instruct Mayer 
to attend meetings of the China Technical Committee in the same 
capacity as that of the previous American representatives, namely, 
informally and as an unofficial observer. If, however, you have any 
reason to believe that the Committee will, or if after convening the 
Committee proceeds to, take formal notice of Japanese allegations 
with regard to political activities of the Committee, you should report 
to the Department by telegraph and Mayer should refrain from 
attending meetings of the Committee until he is again authorized 
specifically to do so. Huu 

793.94/6679 : Telegram 

The Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 15, 1934—11 a. m. 
| [Received May 15—7: 07 a. m.] 

251. Your 149, May 10,3 p.m. Inquiry reveals no intention that 
formal notice shall be taken of Japanese allegations regarding po- 
litical activities of the Committee. However, there seems to be a 
certain amount of dissatisfaction with Rajchman’s alleged political 
activities in China and if this dissatisfaction finds expression in the 
Committee a debate of a political character may ensue. Mayer will, 
of course, have your instructions constantly in mind. Meeting set 
for Thursday afternoon.” 

WILson 

798.94/6699 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuineton,| May 15,1934. 

The Chinese Minister called and said that the meeting of this com- 
mittee was to be held in Geneva on Thursday next (May 17). He 

May 17.
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said that his Government was very much concerned with regard to 
this meeting and hoped that the American Government would take 
an active part. He wished to know whether we were going to be 
represented and what, if anything, we had in contemplation. 

Mr. Hornbeck replied that it was his understanding that Mr. Wil- 
son (or Mr. Mayer) would be present at the meeting of the commit- 
tee. The Minister said that he hoped he would take an active part. 
Mr. Hornbeck said that he did not see how the American Government 
could take part actively in the affairs of a committee in which it had 
not membership of an organization of which it was not a member. 

: The Minister said that this meeting was of vital importance to China. 
Mr. Hornbeck observed that China is a member of the League and is 
in position to take whatever action the Chinese Government may choose 
to take. The Minister still insisted that the United States should 
be “active”. Mr. Hornbeck indicated that it was not to be expected 
that it would do so. 

S[rantey | K. H[orneeck | 

893.50A/92: Telegram (part air) 

The Mumister in Switzerland (Wilson) to the Secretary of State 

Geneva, May 17, 1934—6 p. m. 
[Received May 19—5: 30 a. m.] 

955. My 251, May 15, 11 a. m. The China Technical Committee 
met this afternoon and after declarations by Rajchman and Koo ™ 
adopted the following report. Except for their remarks described 
in the report there was no discussion. 

“The Council Committee at its meeting on May 17th began the ex- 
amination of the report together with the detailed documents men- 
tioned therein of its technical agent on his mission in China from the 
date of his appointment until April 1st, 1934. Dr. Rajchman the 
technical agent made a short statement on the development of the 
technical cooperation between the League of Nations and China. 

During exchange of views that ensued the representative of China 
conveyed to the Committee his Government’s high appreciation of 
the services rendered by the technical agent and the various experts; 
he further pointed out the value attached by his Government to ef- 
fective technical cooperation with all states through the intermediary 
of the League of Nations. 

The Committee, noting that the cooperation between the League of 
Nations and China was being carried out under conditions conforming 

*'V. K. Wellington Koo, Chinese Minister in France. 
2 See League of Nations, Council Committee on Technical Co-operation Between 

the League of Nations and China: Report of the Technical Agent of the Council 
on His Mission in China from the date of his appointment until April 1st, 1934 (C. 
157.M.66.1934) , Geneva, April 30th, 1934.
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to the resolutions adopted by the Council on May 31 [197], 1931 
and April [/uly?] 3, 1933 °* as well as the resolution of the Council 
Committee on July 18, 1933,°° is glad to find that the methods of co- 
operation provided for under these resolutions are calculated to render 
useful service in the task of Chinese reconstruction. 

The Secretary General was requested to transmit the report of the 
technical agent to the technical organization of the League. The 
technical agent was invited to give to the technical organizations and 
sections concerned all requisite complementary information. The Sec- 
retary General will transmit in due course to the Council Committee 
the observations of these technical organizations. 

The present report will be forwarded by the Secretary General to 
the members of the Council.” 

WiLson 

033.1100 Rogers, James H./45 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuneton,] May 18, 1934. 

In a telegram for Secretary Morgenthau under date May 17, 5 
p. m.,°” Professor James Harvey Rogers states inter alia that Dr. H. H. 
Kung, Chinese Minister of Finance, has proposed the granting to | 
China by the American Government of a rehabilitation loan, the pro- 
ceeds to be used for highway construction, flood control, currency 
reorganization and other unifying projects. Dr. Kung has assured 
Mr. Rogers that he will in the near future submit satisfactory security 
provisions for such a loan and Mr. Rogers states that he has “agreed 
to receive” from Dr. Kung the detailed proposals. Mr. Rogers sug- 
gests that if the price of silver is to be further raised simultaneous 
consideration should be given to a governmental loan to China. 

In connection with the foregoing it is believed that under no cir- 
cumstances should Mr. Rogers discuss with Dr. Kung or with other 
officials of the Chinese Government any proposals for a governmental 
loan from the United States unless and until he is expressly instructed | 
to do so. Such opinion is based largely on factors as follows: 

*® League of Nations, Oficial Journal, July 1981, p. 1172. 
* Ibid., September 1933, p. 1058. 
5 Ibid., November 19383, p. 1468. 
*In transmitting this memorandum to the Secretary of State, Mr. Hornbeck 

stated in a covering memorandum: “It is believed that it might be well to 
suggest that the Secretary of the Treasury instruct Professor Rogers that he 
should refrain from entering upon discussion of such matters. (Note: It is 
believed that anything in the nature of business or contemplated business 
between the American Government and the Chinese Government should be dis- 
cussed only through channels and by officials expressly authorized by the govern- 
ments concerned to engage in discussion of such matters. )” 
"Telegram No. 226 from the Consul General at Shanghai, p. 486; see also 

telegram No. 63, March 23, 5 p. m., to the Consul General at Shanghai, p. 430.
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In May 1933 there was extended to China by the Reconstruction 
Finance Corporation a fifty million dollar credit (recently reduced to 
twenty million dollars) for the purchase of American cotton, wheat 
and flour. Experience has shown that this credit has been not only 
of doubtful benefit, if any, to China and has been to the definite dis- 
advantage of some American interests and that it has subjected the 

| American Government to widespread criticism abroad. In Japanese 
quarters in particular the claim has been made that the credit is, in 

effect if not in fact, a political loan to China and that it contravenes 
the China Consortium Agreement of October 15, 1920. Irrespective 
of the fact that the primary purposes of the American Government in 
granting the credit under reference were to aid the domestic price situ- 
ation and to remove from the American market surplus stocks of cot- 
ton, wheat and flour, objectives which were attained in only a small 
degree, it would appear that in concluding the Consortium Agreement 
in 1920 the interested banking groups (American, British, French and 
Japanese) were assured of the full support of their respective govern- 
ments and that they did not contemplate encountering competition 
from the concerned governments in the granting of loans to China. 
At any rate it has been contended by Japan, and by others, especially 
British officials, that the Reconstruction Finance Corporation cotton 
and wheat credit violates the spirit, if not the letter, of the Consortium 
Agreement of 1920. 

Coupled with the foregoing is the long and discouraging history of 
defaults on the part of the Chinese Government in meeting its admitted 
obligations to American and other foreign creditors * and the fact that 
Chinese revenues and other forms of security are already so heavily 
mortgaged as to render further hypothecation thereof as of little or no 
value to new creditors. The Chinese Government is now, and has been 
for many years, heavily indebted to American and other foreign cred- 
itors not only on loans made but also on supplies furnished and serv- 
ices rendered and it has failed to take remedial steps or even to con- 

sider seriously means by which the liquidation of such obligations may 
be effected. 

It should also be borne in mind that the existing situation in China 
differs but little from that which has existed for many years and that 
even an approximate rehabilitation of that vast country is not likely 
to occur for decades to come. Furthermore, there have recently been 
injected into the existing political and economic situation by Japan 
new factors which directly affect American relations with the coun- 
tries of the Far East. 

In official and public declarations in April of this year Japan made 
known its definite opposition to the granting by foreign governments 

* See also pp. 542 ff. ee
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to China of “political loans”. In view of the known weakness of 
Chinas financial structure, which is such that no private banking 
institution would under existing circumstances consider seriously the 
granting of further loans, and in view of the aforementioned objec- 
tions to the Reconstruction Finance Corporation credit on the grounds 
of its contravention of the international China Consortium Agreement 
of 1920, it is believed that other nations, as well as Japan, would con- 
sider as political any further loans made or credits extended to China 
by the United States. 

In view of the foregoing, which outlines only a few of the more 
important elements in the existing situation, it is believed that, unless 
and until the American Government may on its part have decided that 
it desires to enter upon a program of financial assistance to China, 
there should be no discussion by American officials with Chinese offi- 
cials of any such possibility. Such discussion, in the absence of a 
definitely arrived at desire on the part of the American Government 
to pursue such a course, cannot fail to lead to misunderstandings in 
various quarters and if it eventuates in the conclusion of no loan will 
have served merely to the further muddying of waters that are already 
very “thick”. It is believed that no loan made at this time by the 
United States to China could have for the United States sufficient ad- 
vantages to offset its certain disadvantages; that no such loan is likely 
to be made; and that therefore expectations on the part of the Chinese 
and suspicions on the part of other powers should not be raised by 
discussion of the possibility. 

S[tantey] K. H[orneecx | 

038.1100 Rogers, James H./41 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHanGuHAr, May 21, 1934—9 p. m. 
[Received May 21—9: 30 a. m.] 

_ 288. For Morgenthau from Rogers—also for attention George 
Peek. *® An apparently constructive move for inviting and securing 
foreign investment in China with possible later relief for deposit 
Chinese balance of international payments will be accomplished by 
incorporation this week of China Finance Development Corporation. 
Stock to be held exclusively by Chinese banks with joint control by 
these banks and Government. 

59 President of the Export-Import Bank of Washington.



386 FOREIGN RELATIONS, 1934, VOLUME III 

All credits handled through corporation will be participated in by 
Chinese bank which will share responsibility and risk with foreign 

lenders. | 
Immediately corporation will tackle problem of railway and na- 

tional debt adjustment and consolidation and railroad rehabilitation 
but it is expected by autumn or winter to invite foreign capital sub- 

scription to industrial and utility development. 
Apparently this corporation should prove credit channel for sellers 

of equipment and materials as well as for export banks and other 
lenders. By requiring Chinese participation in each undertaking it 

should minimize political character of foreign investment. 
Should resulting stimulus to capital import later prove great the 

danger of higher silver upsetting balance of payments and precipitat- 
ing drain of silver from China would be correspondingly reduced. 

This report is preliminary and confidential until incorporation. 
Fuller report will follow. At present I have no judgment as to its 

probable success. Rogers. 
CUNNINGHAM 

800.503193/11 

The Minister in China (Johnson) to the Secretary of State — 

: No. 2744 Peripine, May 26, 1934. 
[Received July 2.] 

Sm: I have the honor to refer to the Legation’s despatch No. 2715, 
May 9, 1934, concerning Mr. Monnet’s scheme for inducing foreign 
financial investments in China, and to enclose for the Department’s 
information a copy of the Nanking Counselor of Legation’s despatch 
to the Legation No. 327—Diplomatic, May 21, 1934.% 

Mr. Peck quotes an unnamed American newspaper representative 
as reporting that Mr. Suma, Secretary of the Japanese Legation, had 
expressed to him gratification at having learned that the Japanese 
Foreign Office had adopted some of his, Mr. Suma’s, views in regard 
to Mr. Monnet’s proposal. Mr. Suma is said to view Mr. Monnet’s  _ 
proposal with disfavor because China should first provide settlement 
of its outstanding indebtedness (presumably Japanese) ; because it 
violates the understanding underlying the International Consortium 
of 1920; and because all money invested in China, even that for eco- 
nomic purposes, would actually be used to achieve political ends. 

Respectfully yours, NELSON TRUSLER JOHNSON 

© See footnote 44, p. 377. 
* Not printed. . . -
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893.15/20 

The Secretary of State to the Ambassador in France (Straus) 

No. 411 Wasuineton, May 29, 1934. 

Sir: The Department refers to your despatch No. 831 of April 20, 
1934, in regard to the Syndicat Europeen d’Entreprises and the 

desire of its Director, Mr. Charles Sée, to obtain the names of American 
firms which may be interested in cooperating on public works projects 
in China. 

In view of the fact that but little is known of the Syndicat Europeen 

d’Entreprises and that under existing conditions activities in China 
in regard to public works projects involve political factors of impor- 
tance, the Department does not, at least for the present, wish to 
further in any way the proposals made by Mr. Sée. You are there- 
fore requested to refrain from making further reply to Mr. Sée’s 
letter of April 18, 1934. However, in the event that the subject is 
again brought to your attention by Mr. Sée or by other officers of the 

syndicate, it is suggested that your reply be confined to a statement to | 
the effect that the Embassy doubts whether the Department would 
wish at this stage to interest itself in the matter. There might also 
be added a statement to the effect that, as the scope of the activities of 
the syndicate would appear to include the extension of loans to China, 
it is assumed that the syndicate is keeping the French and British 
banking group members of the China Consortium currently informed 
in regard to its proposed activities in China. 

You are requested to report promptly the receipt by you of any 
additional information in regard to the activities of the Syndicat 
Europeen d’Entreprises. 

Very truly yours, For the Secretary of State: 

Wiu1am Pxrruirs 

800.503193/10 | 

The Minster in China (Johnson) to the Secretary of State 

No. 2742 Pririne, June 8, 19384. 

[Received July 2.] 

Sir: I have the honor to refer to the Legation’s despatch No. 2755, 
June 4, 1934,°* concerning Mr. Monnet’s scheme for inducing foreign 
financial investments in China, and to enclose for the Department’s 
information a copy of a letter from Mr. David Drummond,” who 

? Not printed. 
* See footnote 48, p. 379.
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accompanied Mr. Monnet to China, from which it will be noted that 
the “China Development Finance Corporation”, with a capital of 

$10,000,000, has definitely been launched. 
The “China Development Finance Corporation” is said to be 

“Chinese in conception, capital and direction” and to constitute “an 
instrument for organized reconstruction”. Its purpose is said to be, 
in conjunction with Chinese banks and financial interests abroad, to 

assist and collaborate in enterprises, both private and public, for the 
development of commerce and industry for which long term credits 
are required, being particularly concerned with large scale joint 
financing and facilitating an ordered flow of capital into the work of 

China’s reconstruction. 
It is too early to forecast the success or otherwise of this venture, 

but, according to Mr. Drummond, Mr. Monnet plans to return to the 
United States and Europe as soon as possible in furtherance of his 
plans. 

Respectfully yours, Netson Truster JOHNSON 

893.51/5897 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) © 

[Wasuineton,| June 11, 1934. 

The world has realized for a long time that there is little likelihood 
that there will be order and conditions of peace in China until there 
has been made substantial improvement in the economic situation in 
that country. 

For substantial improvement of the economic situation in China, 
it is essential that the Chinese Government take part extensively in 
the planning and carrying out of a program of development involv- 
ing, among other things, building of railways and other public 

utilities, laying down of roads, and various types of assistance to 
industry and trade. 

But for such endeavor the Chinese Government has no funds. It 
has often been pointed out that the Chinese Government expends an 
undue proportion of its revenues upon military equipment and ac- 
tivities. If that be a fact, the pointing it out and complaining of it 
as a fact does not alter the equally or more important fact that for 

. purposes of substantial constructive effort on the economic side the 
Chinese Government does not possess funds. Moreover, it is also a 

| fact that the revenues of the Chinese Government are not extensive, 

*This paper bears the notation: “Mr. Phillips has seen and approved this. 
SKH VI-11~34.”
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and further a fact that the taxpaying capacity of the Chinese nation 
is not great, and finally a fact that, from the historical point of view, 
it has not been the practice of nations to finance large scale economic 
developments from current revenues. The economic developments 
which are called for in China can be carried out only by a process 
of borrowing by the Chinese Government. That Government cannot 
borrow at home the amounts necessary: the capital simply is not 
available in China. This points to the desirability, to the advantage 
both of the Chinese and of the world, for international financing in 
relation to China. 

The League of Nations has entered upon a program of technical 
assistance to China. That program will get nowhere unless it is sup- 
plemented and complemented by financial assistance. T. V. Soong 
has made his effort to procure financial assistance from abroad by 
ways and means which would exclude Japan from participation. 
That effort has been unsuccessful and neither it nor any other effort 
based on the idea of excluding the Japanese will succeed. 

This brings us to the international banking consortium. To the 

Consortium agreement which was concluded in 1920 banking groups 
of four powers were and are parties: the United States, Great Brit- 
ain, France and Japan. That agreement is still in force. The Con- 
sortium has been able to do nothing positive toward lending money 
to China, partly for the reason that the Chinese have never been 
willing to apply to it and partly for the reason that other matters 
have absorbed the attention of the parties interested and/or concerned. 
Those countries are today the only countries which might be able to 
spare capital in amounts such as really would be called for if China 
and the Consortium went to work together in earnest. 

The Japanese have been opposing efforts of other countries to assist 
China. Other countries object to and will oppose efforts of the Japa- 
nese to exclude them from types of economic assistance such as the 
Japanese may be disposed to render to China. The “way out” on this 
is a resurrection of the idea of joint and collective financial assistance 
to China. An instrument for that effort is in existence—the Con- 
sortium. 

Three things are needed: first, that the groups of banks, especially 
the American and the British, be disposed to proceed with “China 
business” in case the opportunity develops; second, that the Japanese 
Government be disposed to permit the Japanese banking group to 
participate in such business, if and when; and, third, that the Chinese 
Government be disposed to call upon the Consortium—as it has not 
been disposed in the past to do—for assistance. 

It is the feeling of the undersigned that the moment has arrived or 
is fast approaching at which this conjunction and coincidence of
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inclinations might, with a little diplomatic prompting, be caused 
to come about. 

This idea was mentioned by the undersigned to the Secretary and 
the Under Secretary some two weeks ago, with the intimation that 
a memorandum on the subject might before long be forthcoming. 

It now happens that, on Saturday last, June 9, in the course of a 
telephone conversation, about other matters, between Mr. Thomas W. 
Lamont and the undersigned, Mr. Lamont volunteered the statement 
that there were a number of matters about which he would like to 
have a talk, “especially the matter of the present status of the Con- 
sortium”; he said that some of the people who had been active in the 
creation of the Consortium, of whom he was one, had been trying to 
keep it alive, and that, expecting to leave New York for London on 
June 20, he was further expecting to talk over Consortium matters 
with his interested associates in London. 

In the light of these facts, it is believed by the undersigned that 
it would be well for the Department and the President to give this 
question within the next few days some thought. 

I feel disposed to recommend that the Administration adopt an 
attitude favorable in principle toward international action, through 
the agency of the Consortium, toward giving financial assistance to 
China. If the Administration adopts that attitude, I would suggest 
that I be authorized to call on Mr. Lamont (before June 20) and 
discuss with him, unofficially and informally (and of course in no 
way committing the Administration) , various aspects and possibilities 
of this question. 

S[rantey] K. H[orneecx | 

893.51/5898 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Secretary of State 

[Wasurineton,| June 12, 1934. 

Mr. Secretary: The subject dealt with in the memoranda here- 
under,®* the China Consortium, calls for consideration by the Secretary 
of State and, I think, the President. 

I would appreciate having, if possible, on or before Friday, an ex- 
pression of your wishes with regard to my going to talk with Mr. 
Thomas Lamont. 

You need to read, for the present, only the first two memoranda. 
(The papers attached give informative material, especially past 
history. ) 

* One memorandum printed supra; others not printed.
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If authorized and instructed to see Mr. Lamont, I would like to be 
able, in addition to engaging with him in a general discussion of the 
China problem, to say to him that you and the President, although 
you have not had occasion to make any intensive study of the Con- 
sortium proposition, and although you do not wish to be committed 
or to be brought into discussions of the matter at this stage, are not 
adversely disposed in regard to the Consortium and its possibilities as 
an agency for cooperative action; to say that this Administration 
would like, in case the British, the French, and the Japanese Gov- 
ernments are already of that inclination, to see the Consortium agree- 
ment kept alive, in the thought that it may have future value; to say 
that in whatever may be done with or by the Consortium, this Admin- 
istration would not wish, for the present at least, that the American 
Government or the American banking group take a position of leader- 
ship; to say that we believe that the leadership should be taken by the 
British or the Japanese; and to say, in brief, that, with an open mind 
as regards future possibilities, which possibilities will need to be care- 
fully explored and sympathetically dealt with, the attitude of the 
Administration with regard to Consortium possibilities is one of good 
will and watchful optimism. 

S[vantey] K. H[ornpecx | 

893.51/5899 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[WasHineTon,] June 12, 1934. 

Mr. Lamont called me this morning on the telephone and, after 
making some inquiries with regard to the arrangements which are 
being made for Prince Konoye® to attend the Harvard—Yale boat 
race, inquired whether there was any chance whatever that I would 
be in New York and make it possible for him and me to have a con- 
versation before he sails for London on June 20. I replied that I had 
had the matter in mind since he had raised the question on June 9; 
that I knew of nothing which would require my going to New York 
before June 20 and that if I went it would have to be especially for 
the purpose of talking with him. He said that he hoped very much 
that I would come, as it would be difficult for him to come to Wash- 
ington without occasioning all sorts of newspaper speculation. He 
said that he wanted to be as well informed as possible before talking 
with his colleagues in London about the status of the Consortium 
agreement. He said that the British, the French, and the Japanese 
groups had been and are very anxious to keep the agreement alive. 

Prince Fumimaro Konoye, President of the Japanese House of Peers.
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At that point I interrupted, asking: “The Japanese?” Mr. Lamont 
replied, “Yes indeed, they are especially anxious to.” He went on 
to say that the American group are not so anxious; several of the mem- 
bers have felt that the maintenance of the organization is a cause of 
useless expense and will never bring in any return; but he has felt that 
the thing has possibilities and has managed to keep the American 
members lined up, so far, on the score that the agreement was made 
partly from point of view of a public interest, that there is a pos- 
sibility that it may some day serve a useful purpose. Hence, he would, 
of course, like to know whether the Government has any interest what- 
ever in the matter and whether it is favorably or unfavorably dis- 
posed toward effort to keep the agreement alive. I said that I had 
been giving the matter a good deal of thought and would be glad to 
endeavor to see that the question be given the thought of the Admin- 
istration; and that I would let him know in a few days whether it 
would be possible for me to come to New York or to give him any 
information. 

Mr. Lamont expressed his appreciation. I expressed my appre- 
ciation of his helpful courtesy and effort in connection with Prince 
Konoye. And the conversation there ended. 

S[TANLEY | K. H[ornpecx | 

898.15 /22 

J. P. Morgan & Co. to the Under Secretary of State (Phillips) 

| New York, June 18, 1934. 

Sir: We beg to acknowledge with thanks receipt of your letter 
of May 29th enclosing a copy, with translation, of a letter addressed 
to the American Ambassador at Paris by Mr. Charles Sée, Director 
of the Syndicat Europeen d’Entreprises,® regarding the possibility of 
participation by American interests in public works projects in China. 

We note the hope expressed in the memorandum that American con- 
cerns, supported by the Government of the United States and by 
American banks, might adopt a policy similar to that of the French 
Syndicate for the realization of undertakings in China and that such 
contracts might be carried out and financed by division between the 
two groups. 

We can see the advantage to American export industries in obtain- 
ing orders for development enterprises in China, but in addition to 
the fact that there is no market in this country at the present time for 
Chinese Government bonds, the provisions of the Banking Act of 

* Neither printed; but see instruction No. 411, May 29, to the Ambassador in 
France, p. 387.
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1933 © have eliminated the banks, composing (as you can see) the great 
majority of the American Group, from the field of issuing securities. 

In fact, we believe that most of the members of the American 
Group of the Consortium would prefer now, under existing condi- 
tions, to see the group disbanded. No formal action has been taken 
along this line as yet, but because the American Group was originally 
formed at the request of the Department of State we think it proper 

to acquaint you with what may prove to be the sentiment of the group. 
Heretofore the group has been held together in the hope that in due 
course it could cooperate with the other national groups of the Con- 
sortium in financial measures constructive and beneficial to China. 
We are not at this time asking for any formal expression of view on 
the part of the Department, but we trust that you may be considering 
the points involved. 

Our Mr. T. W. Lamont is sailing for Europe next week, and it may 
be that members of the British and French Groups will desire to dis- 
cuss with him the future of the Consortium and the attitude of the 
American Group. Pending any such discussion, you will no doubt 
agree that no useful purpose would be served by any formal confer- 
ence with Mr. Sée’s correspondent, although it may be possible that 
Mr. Sée may seek out Mr. Lamont while he is in Paris. 
Respectfully, J. P. Morcan & Co. 

For the American Group 

P. S. Since dictating the foregoing, we are informed by the New 
York agent of this French Syndicate that owing to the present 
political uncertainty in France his syndicate would not for the time 
attempt to pursue its plan of inviting American or other cooperation 
in the Chinese enterprises it had in mind. 

J.P.M.&Co. 

§93.15/22 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) ™ 

[WasHIncTon,] June 18, 1934. 

Referring to telephone conversations exchanged . between Mr. 
Thomas W. Lamont and Mr. Hornbeck on June 9 and June 12 and to 
Mr. Lamont’s letter to Mr. Phillips of June 18, Mr. Lamont’s letter 
to Mr. Hornbeck of June 18 and Mr. Hornbeck’s letter to Mr. Lamont 
of June 15,” on the subject of the China Consortium,— 

*° Approved June 16, 19383; 48 Stat. 162. 
” Copy of memorandum sent to Mr. Thomas W. Lamont, of J. P. Morgan & Co., 

New York, on June 18. 
™ Latter two not printed.
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Mr. Hornbeck made to Mr. Lamont this morning by telephone a 
statement as follows: 

June 18, 1934. 

I have talked the matter over with the Secretary and he with the 
President. They have not hitherto had occasion and have not at this 
moment undertaken to make any intensive study of the history and the 
implications of the Consortium project and would not wish to make 
a commitment or to have the views or opinion of the Administration 
cited conclusively in any discussions of the matter at this stage. They 
are not adversely disposed in regard to the Consortium and its possi- 
bilities as an agency for cooperative action. ‘The Administration feels 
that the present would not be an opportune moment for withdrawal 
by the American banking group. We would prefer to see at this time 
no change with regard to the life of the Consortium. We are not ready 
to suggest activity. We feel that we are in a period when the best 

: procedure is not to make alterations in the general set-up. Perhaps 
the most important of the uncertain factors during the next few 
months is that of the Naval Conference. When there becomes avail- 
able more and clearer evidence with regard to what really are Japan’s 
intention and plan of procedure with regard to China and the Far 
Eastern situation in general, everybody will be in better position to 
judge with regard to what seems possible and practicable on the part 
of other countries. We would not wish to see an organization like 
the Consortium made an instrument whereby money would be made 
available from this and other countries only to be made use of ulti- 
mately by the Japanese for purposes of essentially exclusive advantage 
to themselves. Also, we would not desire that the American banking 
group take the lead in steps intended to bring the Consortium into 
action. We feel that nothing should be done which would make it 
appear either to Japan or to China that the United States is leading 
or wishes to lead in bringing about action by the Consortium; that it 
would be best to persevere in an attitude of watchful waiting until 
China invites or appears ready to invite action and Japan or Great 
Britain takes the lead in suggesting a favorable response by the 
Consortium. 

In brief, with an open mind as regards future developments and 
possibilities, the attitude of the Administration on the subject of the 
Consortium is one of good will and watchful optimism. 

893.15 /22 

The Under Secretary of State (Phillips) to J. P. Morgan & Qo. 

WasHINGTON, June 18, 1934. 

Sirs: The receipt is acknowledged of your letter of June 13 refer- 
ring to the possibility of participation by American interests in 
financing in China. 

It is believed that, with regard to the China Consortium, the views 
of the Department have been adequately expressed by Mr. Hornbeck
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in the telephone conversation held between Mr. Lamont and Mr. 
Hornbeck today. 

Referring to the views expressed in the concluding sentence of your 
letter, the Department concurs. 

Very truly yours, Witiiam PHiniirs 

893.50A/100 

The Consul at Geneva (Gilbert) to the Secretary of State 

No. 958 Political Geneva, July 18, 1984. 
[Received July 25.| 

Sir: I have the honor to recall that during the years 1933 and 1934 
I transmitted to the Department a number of despatches respecting 
the League project for technical assistance to China as viewed from 
the Geneva angle. Certain of these despatches described the details 
of such technical assistance in specific fields. Many of these plans 
were placed in operation in China while others were merely tentative 
projects which were later abandoned. The precise status of the entire 
program for technical assistance to China on the part of the League 
was, however, summed up in a report submitted by Dr. Rajchman to 
the Council Committee on Technical Cooperation with China. Copies 
of this report were transmitted to the Department with my despatch 
No. 908 Political, dated May 15, 1934.2 In view of the content of that 
report, 1t would not seem necessary to submit any further data on the 
technical side of the question, particularly since in a recent conversa- 
tion with Dr. Rajchman he stated that there was nothing of signifi- 
cance to add to the material set forth therein. 

However, in the conversation which I had with Dr. Rajchman, he 
gave an outline in general terms of what he considered to be the pres- 
ent status of this project of technical assistance as well as of the course, 
as he planned it, that the matter should follow in the future. He also 
at the same time gave his views concerning the political situation in 
the Far East, which I feel may be of interest to the Department. Dr. 
Rajchman told me that in returning to Geneva from China he had 
made a stay in Washington and had had a conversation with the Chief 
of the Division of Far Eastern Affairs of the Department. I have 
no doubt but that much which Dr. Rajchman had to say to me he also 
expressed in his conversation with Dr. Hornbeck. At the same time, 
certain events have transpired since Dr. Rajchman was in Washing- 
ton which have had a bearing upon the questions he presumably dis- 
cussed there, and I am therefore setting forth the substance of what 
he had to say to me. 

”@ Not printed ; see footnote 52, p. 382. 

748408—50—VOL. 111-31 -
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Tue RELATION OF TECHNICAL ASSISTANCE To JAPANESE POLICY 
In THE Far Easr 

Dr. Rajchman first approached the subject of technical assistance 
to China from the angle of Japanese policy in the Far East enunciated 
in the declarations of the Japanese Government in April last. This 
aspect of the matter seemed to be uppermost in his mind, and naturally 
so, both because of the important influence which Japanese policy 
might have on the League’s program of technical assistance and be- 
cause of his personal concern due to the fact that his name was so 
prominently linked with the Japanese allegations of the political aims 
of this work. Dr. Rajchman attributed Japan’s policy in issuing these 
declarations to a combination of five causes: 

(1) China was not receptive to what Japan wanted, that is, Japan’s 
desire to arrange for an exclusively Japanese loan to China and to 
obtain from China a preferential trade treaty. 

(2) Japan was alarmed by American and Italian aviation establish- 
ments in China, seeing in these not only a promotion of trade between 
these countries and China in aviation material, but also seeing in the 
consequent development of Chinese aviation a means of strengthening 
China’s central government. - 

(3) The Japanese were startled by the British placing the postal 
question on the agenda of the League Advisory Committee, particu- 
larly as it is understood that the British did not discuss this with 
Tokyo in advance. They felt that this was very much more than a 
technical procedure and would turn out to be a political move. 

(4) The Japanese noted with apprehension the Monnet and Salter 
loan projects. They saw in it the re-entry of foreign capital to China 
and the building up of a Chinese financial organization. They felt 
that much more might lie behind this. 

(5) There were current in the East a great deal of speculation and 
rumor concerning the nature of Rajchman’s report and the action 
which the Technical Committee of the Council might take thereon. 

In this connection the Department will recall that such rumors were 
current in Geneva also and the question was discussed as to whether 
Rajchman would be repudiated by the League if it were shown that 
he had engaged in political activities in China, the press being pre- 
pared to make an issue of the matter if the League should “sacrifice” 
Rajchman to appease the Japanese. I informed the Department con- 
cerning the feeling aroused here at that time in my telegrams No. 61 
of April 28, 11 a. m.” and No. 64 of May 1, 2 p. m.™ 
Although Dr. Rajchman mentioned this point last, it does not neces- 

sarily follow that he intended to leave the impression that it was the 
least important of the factors mentioned above in determining Japan’s 

8 Ante, p. 145. 
* Ante, p. 150.
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policy. On the other hand, it was evident that he did not. wish this 
factor to be isolated, as might naturally occur in the minds of persons 
at Geneva, who would in many cases doubtless have the League’s posi- 
tion in this matter uppermost in their minds, particularly in view of 
the declarations made by the Japanese Consul General on April 23 
and his subsequent call on Avenol,** which were unmistakably in- 
tended as a warning to the League not to allow its technical assistance 
to be used for political purposes. It would be only natural, however, 

for Rajchman, in view of his personal implication in the alleged 
political activities, to lay stress upon the other factors in the situation 

After enumerating what he considered to be the reasons behind 

these declarations of policy in regard to the Far East, Dr. Rajchman 
went on to explain his impressions concerning the object which Japan 
hoped to attain. He said that by these declarations Japan endeavored 
to create a new situation in the Far East in line with her general 
policy of retarding the development of China and the holding of 
that country within her influence. These declarations, in his opinion, 
although ostensibly addressed to the great powers, were directed prin- 
cipally at China herself. The Japanese hoped in this manner to 
intimidate China and at the same time by one blow to create a world 
situation in which China would cease to hope to obtain political 
assistance from the West, thus forcing her as a last resort to come to 
terms with Japan. In doing this, beyond the general content of these 
declarations, they attacked what they felt to be the most vulnerable 
point, that is the matter of technical collaboration and in particular 
the technical collaboration of the League of Nations. 

With respect to the action of the Japanese Consul General here, 
Dr. Rajchman said that Yokoyama told the Secretary-General that 
he wanted the League’s collaboration with China brought in effect 
to a close and that he did not wish to have Rajchman reappointed. 
The Department will note that this is different from the accounts of 
the Avenol-Yokoyama interview given to me by both Avenol and 
Yokoyama (see my telegram No. 66, May 3, 9 a. m.7*). My reaction 
to this is that what Yokoyama said to Avenol was so general in nature 
that it could probably be reconstrued to mean a great many things. 
Moreover Rajchman’s reaction to the Yokoyama—Avenol conversation 
may be considered as the natural reaction of a man who has been 

- under attack. In this connection I pointed out to Dr. Rajchman 
that my understanding was that none of the Japanese declarations 
had, as he had intimated, been specific. All had been couched in 
general terms and my impression was that Yokoyama, although he 

® Joseph Avenol (French), Secretary General of the League of Nations. 
Ante, p. 154.
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had formally presented the Japanese position to Avenol, had placed 
nothing on paper except the text of the general declaration which 
he had previously given to the press. This is, of course, in line with 
what I have described as the entire Japanese policy in this connection, 
that is, not to be drawn into any definite statement regarding their 
interpretation of what may or may not be political, or their specific 
attitude toward the League and China. 

Dr. Rajchman went on to say that in regard to the first objective 
mentioned above which Yokoyama had envisaged in his conversation 
with the Secretary-General, namely that the League’s collaboration 
should be brought to a close, the Japanese did not succeed in this 
effort. He called attention to the circumstance that the meeting of 
the Technical Committee proceeded precisely as if the Japanese had 
taken no action whatever. Asa matter of fact, in my own opinion, the 
meeting of the Technical Committee, once the non-political nature 
of Rajchman’s report was known, was staged in such a manner that 
it could but proceed quietly and without incident. As reported in 
my telegram No. 70, May 9, 5 p. m.,’7 the Chinese, on the advice of 
Avenol, adopted the policy of giving no attention in the meeting of 
the Technical Committee to the declaration of Japan and continued 
to proceed on the assumption that the assistance to China would be 
carried out according to plan. Moreover I understand that Rajchman 
himself was very careful to avoid in the Committee the raising of 
any controversial question, and that he read his report in a hurried, 
mechanical, matter of fact tone. The Committee then adopted a 
report laying down the general directives for the future. So, in 
fact, nothing occurred which in any way seemed to recall the recent 
Japanese declarations. 

Respecting the question raised above of Rajchman’s reappointment, 
he stated that he had been appointed for one year and that his term 
would expire on August 1 of this year. He naturally made no com- 
mitments as to whether he was a candidate for reappointment or 
what action might be taken. He told me, however, that he thought 
the Committee would convene some time during the course of the 
present month to consider the matter of a new appointment or a 

reappointment of himself. 

Broaper ASPECTS OF THE PRoGRAM OF TECHNICAL COLLABORATION 

Dr. Rajchman reaffirmed the very great difficulty in arriving at a 
definition as to what is technical and what is political. He asserted 
that the technical work would of necessity be very limited, but if it 
were found possible for the Chinese Government to rely on other 
governments in even limited technical work, 1t would have the imme- 

™ Ante, p. 172.



CHINA 399 

diate result of forming a link between China and the West with the 
incidental result of strengthening China’s central government. Such 
technical work would form a new point of approach even though it 
was not expected that the work itself would go beyond certain rather 
restricted limits, at least for some time to come, both on account of the 
financial difficulties involved as well as by reason of the lack of suf- 
ficient trained men in China to undertake this type of work. 

Dr. Rajchman then discussed what he described as the philosophy 
of this project in its broader aspects. He saw the League’s relation 
to China as falling into three distinct stages or phases. 

(1) The first efforts, which began several years ago, were intended 
to “gain China for the League”. The Department will recall that on 
account of a number of factors which had been in play since the world 
war, the relations between China and the League at that time were 
not very cordial (see Consulate’s despatch No. 471 Political, dated 
January 17, 1933"). While the first efforts in the technical field 
centered in matters of health and sanitation, it had behind it this aim 
of “winning China” which may perhaps be characterized as funda- 
mentally political. 

(2) The next state after the explorations in respect to health was 
to assist the Chinese Government to build up a national organization 
to carry out work in technical domains—the aim also being political, 
in that it would help to strengthen China’s central government. At 
the meeting of the Council in May 1931, an agreement looking toward 
this end was ratified. Dr. Rajchman stated that Yoshizawa, the 
Japanese representative on the Council at that time, tried to block 
this movement, but he was instructed in unequivocal terms by 
Shidehara ” to support it. 

Dr. Rajchman went to China in September 1931. On his way he 
passed through Japan and talked in Tokyo with the Vice Minister of 
Foreign Affairs, who stated that the Japanese Government favored the 
League’s cooperation with China which Rajchman had explained in 
his talk with him. Then suddenly, without any warning, came the 
Japanese attack on Mukden. A natural inference to be drawn from 
this was, he felt, that the civil authorities were probably not aware 
of the plans of the military. 

(3) On his arrival in China, Dr. Rajchman found that the Chinese 
technical organization had already been created. The League’s task 
was thus changed. It was no longer necessary to create an organiza- 
tion, but merely to assist in maintaining an existing organization. 

Thus at the present juncture the League’s task is to help China’s 
endeavors to carry out its own program as efficiently as possible. 

*® Not printed. 
” Baron Kijuro Shidehara, then Japanese Minister for Foreign Affairs.
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In carrying this out, a question of primary importance was whether 
it was preferable to send foreigners to China as advisers or to have 
Chinese come to Europe and America for training and experience. 
Dr. Rajchman felt that the latter method served an infinitely more 
useful purpose inasmuch as foreigners’ help to China could be only 
ephemeral, while, if the Chinese themselves were trained in the West, 
thus creating through individual Chinese a link between China and 
the West, the results would be more far-reaching and permanent. 
He advised the policy therefore of having Chinese come to the West 
for training and observation and it was his plan to recruit for this 
purpose mature and responsible men. In fact, he wished to obtain for 
this service some twenty or thirty of China’s leading men, who would 
be in a position on returning to China to assume the active direction of 
affairs. It would by no means serve the purpose merely to send abroad 
a group of young students, no matter how intelligent, nor how tech- 
nically efficient they might be. 

With respect to sending foreigners to China, Dr. Rajchman said that 
his program envisaged the sending of a very few whose mandate would 
be limited to specific and relatively brief consultations. (This subject 
is discussed fully in the conclusions of his report to the Technical 
Committee referred to above). 

Dr. Rajchman described his present occupation as that of explaining 
to the members of the technical organizations of the League what they 
must do towards the fulfilment of the League’s program. In this 
Rajchman is carrying out the instructions given to him by the Techni- 
cal Committee at its last meeting in accordance with the suggestions 
contained in Rajchman’s own report. This is a natural phase of his 
work, but, as I shall point out later, it has a very important bearing on 
the furtherance of the League’s program which in this way can be 
linked up with the League’s financial organization. 

Dr. Rajchman described his present occupation as that of explaining 
capitals in order to explain this matter to the Foreign Offices. His 
ostensible purpose in doing this is to arrange the program in the 
various countries for the visiting Chinese according to the plan 

described above. He is also desirous of obtaining the support of the 
League governments for the program of the Technical Committee. : 

Incidentally, he stated that in visiting the Foreign Office at Rome he 
hoped to obtain full Italian support by appealing to their interests in 
their aviation work in China. He said that he understood that this 
interest was indeed in fact very keen. Moreover he hoped that the 
general situation with respect to the relations of Japan and Italy would 
incline the Italian Government to support the League’s program. In 
this connection he pointed out that Italy is greatly concerned with 
Japanese commercial competition in the Mediterranean. He felt that
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this divergence of interests between Japan and Italy was indeed a 
very favorable factor in promoting the League’s technical assistance 
to China, because Italy would be less likely to raise any opposition in 
the Council, as she has frequently done with respect to other League 
action. 

At this point Rajchman disclosed more of his philosophy in handling 
this question in the following manner. He stated that Ministers of 
Foreign Affairs are chiefly interested in trade and finance. His project 
was to demonstrate to these Foreign Ministers that for China to have 
trade with their countries she must have foreign capital, i. e. fresh 
money. His project in this respect is that China must have a financial 
organization which would not be governmental but would be under 
the aegis of the government. He stated that such an organization had 
in fact been created which was composed of all of the leading banks of 
China and in which the Chinese Government was deeply interested (he 
did not state to just what extent this organization had proceeded). 
Rajchman continuing his exposition of his philosophy of the situa- 

tion, then explained the relationship between the technical services and 
the question of financial assistance; (1) with the Chinese Government’s 
technical service the League was associated and assisted, (2) with 
China’s financial organization the League was in no way associated. 
The two, however, were associated for natural and practical reasons. 
Thus consultations between the two were likewise natural, practical, 
and to be expected. With the establishment of the Chinese technical 
organization and the 100% Chinese financial organization, the matter 
would develop with consultation and thus with de facto association. 

He took as an example of the foregoing the question of railroads. 
Any development of the Chinese railroads could not be considered 
apart from the financial aspects of the question. 
Returning to the question of his mandate from the Technical Com- 

mittee to consult with the League Organizations, he stated that it was 
thus only proper that he should consult with the League Financial 
Organization. Referring in this connection to the rumors which had 
been current in the Far East and in Geneva concerning his alleged 
activities in connection with a loan to China, Dr. Rajchman said that 
while in China he had in fact had nothing to do with any question 
of a loan to China. When any Chinese broached financial matters to 
him, it was always his practice, he said, to refer them to Monnet. 

_ This was very convenient for him, as it relieved him of any re- 
sponsibility in the matter. He had only to refer the Chinese to 
experts in finance on the spot. Nevertheless, he added, that it was 
not true that he would have gone beyond his mandate if he had found 
it expedient to discuss financial matters and had done so. He went 
on to explain that the technical work of China depended so directly
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upon the question of obtaining the money to carry the work out, that 
he would have been entirely justified under his terms of reference 
(which he quoted to me) in discussing with the Chinese the financial 
aspects of the work and the best method of procuring the money to 
carry it out. 

In commenting on this to the Department, I may say that in my 
opinion the tactics displayed by Rajchman in this matter of consulting 
with the League Financial Organization show how he is very cleverly 
keeping within his mandate, but is actually associating the technical 
endeavors with financial endeavors extending beyond the mere tech- 
nical field, despite anything that the Secretary-General may say to 
the Japanese or anything the Japanese may say. 

My reaction to this whole matter is that Rajchman’s policy and 
that of any other agent which the League may appoint to go to China, 
and the policy of the League itself, will be to proceed as quietly as 
possible and as effectively as possible with the program of technical 
assistance which will ostensibly have no relation to political questions, 
but which will in effect in the very nature of things be linked with 
political questions, since it has as an underlying objective the strength- 
ening of the central government of China and of China as a nation. 

At the conclusion of our conversation I asked Dr. Rajchman what 
he expected the Japanese to do. He said that no one knew. He 
pointed, however, to the blow at Mukden at the time the League’s plan 
had progressed to a certain point and he also pointed to the Japanese 
demands respecting the disappearance of a Japanese Vice Consul,®° 
which had taken place a short time prior to my conversation with him. 
Dr. Rajchman’s general idea as to what the Japanese might do is 
that they might easily endeavor to create a local incident and attack 
the whole matter from such a point of departure. 

In this connection I have read with interest the despatch to the 
Department from our Nanking office under date of December 29, 
1933 ** in which are set forth the views of Mr. Bryan R. Dyer, an 
American who is a member of the Chinese National Economic Council. 
If Mr. Dyer’s estimate of the situation is correct, I should be inclined 
to the opinion that the real danger to the League’s plan of assistance 
arises not so much from the probability of some single incident in- 
stigated by the Japanese, but rather from internal dissension among 
the Chinese and even among the foreign experts themselves, the 
diversion of public funds by Chiang Kai-Chek for military purposes, 
and the careful and systematic placing of Japanese money to the end 
of suborning Chinese officials. 

Respectfully yours, Prentiss B. GiBertT 

° The missing officer was found unharmed. 
"Not printed. :
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800.503193/13 

The Minister in China (Johnson) to the Secretary of State 

No. 2848 Prrrine, July 18, 1934. 
| [Received August 25. ] 

Sir: I have the honor to enclose a copy of a memorandum ® of a 
conversation which I had on July 5, 1934, with Mr. Jean Monnet who 
recently assisted in the organization of the China Development 
Finance Corporation. 

Mr. Monnet said that, although the Japanese had opposed organi- 
zation of this corporation, they were now beginning to seek an oppor- : 
tunity to cooperate with it as the non-political character of the 
organization 1s now evident. 

Mr. Monnet is now on his way to Moscow, Paris, London, and New 
York and expects to return to Shanghai in the autumn. 

Respectfully yours, ' Netson Truster JOHNSON 

800.503193/11 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasHineron, July 19, 1934—7 p. m. 

218. Your despatch No. 2742 of June 8, 1934, and previous in re- 
gard to (1) Monnet’s plan for inducing foreign financial investments 
in China and (2) the China Development Finance Corporation. 

Department wishes to receive by early mail such additional and 
detailed information as may be available in regard to the subjects 
under reference, together with the views of the Legation in relation 
thereto. Particular scrutiny should be given to the statement or 
view attributed to Secretary Suma of the Japanese Legation to the 
effect that Monnet’s project violates the understanding underlying 
the Consortium Agreement of 1920. 

Hou 

800.503193/14 

Lhe Minister in China (Johnson) to the Secretary of State 

No. 2881 Perrine, July 31, 1934. 

[Received August 25.] 

Sir: I have the honor to refer to the Department’s telegram No. 218 
of July 19, 7 p. m., with regard to the China Development Finance 
Corporation and the plan of Mr. Jean Monnet for inducing foreign 

* Not printed.
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financial investments in China, and in reply I have the honor to state 
: that I have no information regarding the China Development Finance 

Corporation or the plan of Mr. Monnet for inducing foreign financial 
investments in China other than that conveyed in my despatches Nos. 
2715 of May 9, 1934,8° 2744 of May 26, 1934, 2742 of June 8, 1934, 
9755 of June 4, 1934,** and 2848 of July 18, 1934. 

[Here follows review of the despatches cited. | 
The above constitutes all of the information that I have received 

in regard to this effort of Mr. Monnet to assist the Chinese in organiz- 
ing a syndicate of bankers for public financing in China. I have 
hesitated to show an active interest in this matter because I felt that 
it was not a matter in which I could give any assistance, and I felt 
certain that as it developed we would learn whether such a proposal 
as Mr. Monnet had in mind could or could not succeed. 

I am at a loss to know how to explain the alleged statement of Mr. 
Suma that the understanding underlying the Consortium Agreement 
of 1920 will be violated by Mr. Monnet’s project. The preamble of 
that agreement states that the participants in the Consortium Agree- 
ment would “welcome the cooperation of Chinese capital”. It has 

always been my understanding that the Consortium Agreement was 
not hostile to the organization of a group of Chinese bankers. I have 
always been under the impression that the members of the Consortium 
were prepared to welcome the cooperation of a Chinese banking group 
in any financing undertaken by the Consortium; and I have assumed 
and do still assume that Mr. Monnet’s project is none other than that 
described by him to me, namely, a project for the organization of a 
group of Chinese bankers for the purpose of engaging in financing in 
China. 

‘In view of the way in which this statement, accredited to Mr. 
Suma, came to the Counselor of the Legation at Nanking, namely, 
through an American newspaper man, it has not seemed to me wise 
to approach the Japanese directly in the matter for the purpose of 
obtaining an explanation of the meaning of such a statement, for it 
has not seemed to me to be the part of wisdom to evidence to the 
Japanese the interest in the plan of Mr. Monnet which would prompt 
such an action. 
From the general tenor of Mr. Suma’s statements as reported to me 

by the Counselor of the Legation at Nanking and by Mr. Monnet him- 
self, I suppose that Mr. Suma and other Japanese have from the be- 
ginning looked with suspicion upon Mr. T. V. Soong’s efforts, in the 
summer of 1933, to obtain foreign capital for use in China; and in 
view of the fact that Mr. T. V. Soong’s invitation to Mr. Monnet grew 

* See footnote 44, p. 377. 
* See footnote 48, p. 379.
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out of these efforts, Japanese suspicion in the first phase of this situa- 
tion transferred itself to the activities of Mr. Monnet in Shanghai. I 

assume that Mr. Suma’s statement was based upon this suspicion and 
a belief that Mr. Monnet’s activities merely cloaked his real intention 
of preparing the way for some financial assistance to the Chinese from 
abroad which would exclude Japanese participation. Mr. Suma doubt- 
less takes the point of view that under the Consortium Agreement of 
1920 to which the Japanese are parties, financial assistance from 
sources included in that agreement but excluding the Japanese would 
violate the terms of the agreement. I do not know how else to explain 
Mr. Suma’s reported attitude. 

The latest information which I have in regard to the China De- 
velopment Finance Corporation covers its list of stockholders. This 
list of stockholders was given to me in confidence by Mr. Monnet for 

communication, in confidence, to Professor James Rogers. The list is 
appended upon a separate sheet enclosed with this despatch.® 

The Corporation was formally inaugurated on July 4th, and it 
would appear that the Ministry of Finance has authorized the Corpora- 
tion to increase the membership of its Board of Directors from eight 
to twelve persons. The fact that no public opposition to this act by 
the Japanese has developed would indicate that they are prepared 
to accept the Corporation as a Chinese corporation. 

Respectfully yours, NELson TRUSLER JOHNSON 

800.503193/17 

The Counselor of Legation in China (Peck) to the Minister in China 
(Johnson) * 

L431 Diplomatic Nanxine, August 21, 1934. 

Sir: I have the honor to state that in the course of a visit paid this 
morning to Mr. Y. Suma, Secretary of the Japanese Legation residing 
in Nanking, Mr. Suma asked me whether I had been following negotia- 
tions which he said are in progress between representatives of the 
British and Chinese Corporation and the China Development Finance 
Corporation, the object being a loan of approximately Yuan $60,000,- 
000 for the purpose of completing the Shanghai-Hangchow-Ningpo 
Railway. 

I told him that I had merely noted casually in the press the statement 
that the Chinese were trying to complete this line. 

Mr. Suma said that his information was to the effect that the British 
and Chinese Corporation, basing their position on their old contract 

* Not printed. 
*“ Copy transmitted to the Department by the Minister in China in his despatch 

No. 2944, August 28; received September 24.
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for the Shanghai-Hangchow-—Ningpo Railway of 1908, were trying to 
arrange in concert with the Chinese a plan whereby a third organiza- 
tion, to be called something like “China Development Investment 
Company”, a purely Chinese concern, should be created to serve as the 
ostensible borrower of the British funds, but actually to be a dummy 
for the China Development Finance Corporation, which Mr. Suma 
referred to as “T. V. Soong’s Corporation”. 

Mr. Suma said that he understood that Sir Charles Addis, of the 
International Consortium, was interested in reviving foreign invest- 
ments in China and was awaiting a report from Mr. Monnet, who has 
recently been in China, before initiating some moves in that direction. 
Mr. Suma inquired whether the American group of the International 
Consortium of 1920 did not feel that this proposed method of invest- 
ment of British funds in the Shanghai-Hangchow-Ningpo Railway 
was contrary to the spirit, if not to the letter, of the Consortium? 

I said that of late I had not received any information regarding the 
attitude of the Consortium in regard to investments in China and I 
supposed that if the Japanese group in the Consortium felt that its 
principles were being violated, the natural course would be for the 
Japanese group to take the matter up with the other groups. 

Mr. Suma said that he had lately seen a report from the manager of 
the Yokohama Specie Bank in New York giving an account of a con- 
versation with Mr. Thomas W. Lamont of the American group, during 
which Mr. Lamont had expressed great impatience with the failure of 
the Chinese Government to take any steps to settle its outstanding in- 
debtedness and had expressed the opinion that there should be no 
foreign investments in China until China had shown a disposition 
to do so. 

Mr. Suma said he felt that foreign investments in China at this time 
were injudicious, partly because such investments might diminish the 
pressure on China to start adjusting its old indebtedness, and partly 
because such investments might contribute to the internal dissension. 
He said that the Powers concerned should carefully supervise such 
activities and he said that the Japanese Government had even for- 
bidden Japanese creditors to make individual attempts to obtain 
settlement of their claims. The invariable tendency of the Chinese is, 
he said, to play off one creditor against another and thus not only post- 
pone a general settlement, but force very unfavorable terms on indi- 
vidual creditors. He referred to a current transaction whereby the 
Oriental Development Company and Mitsui are endeavoring to adjust 
sums owed to them by the Peiping—Suiyuan Railway, the Railway 
attempting to force on them terms no more advantageous, and less 
advantageous if it is possible to obtain them, than the General Ameri- 
can Car Company debt settlement terms.
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Mr. Suma asked whether the United States was making any progress 
in its effort to obtain a settlement of American claims. I replied that 
there seemed to be no prospect of success. 

Mr. Suma referred to recent newspaper reports that a British firm 
was prepared to lend a considerable sum to General Liu Hsiang of 
Szechuan and said that he thought no important British firm was 
concerned in this and that the proposal would not eventuate success- 
Tully. He said that the origin of the whole thing had been a project 
cooked up between General Liu Hsiang and the Chinese tobacco and 
banking company of Young Brothers, in accordance with which Young 
Brothers would lend money to Liu Hsiang and have as security a lart 
[¢arge?| part of the profit from the opium traffic from Szechuan 
down the Yangtze River to the coast. This project provided for the 
setting up of mints in Szechuan to coin provincial currency. Natu- 
rally, the National Government was opposed to this violation of the 
currency laws of the country and Dr. H. H. Kung, Minister of Finance, 
frustrated the plan by diverting the opium traffic, with the aid of mil- 
itarists, from the Yangtze River to an overland route through Kwei- 
chow. The security for the loans to be made by Young Brothers thus 
disappeared. 

In connection with the subject of the Shanghai-Hangchow-—Ningpo 
Railway, I asked Mr. Suma whether his opposition to the plan was not 
partly caused by his opposition to the China Development Finance 
Corporation and he replied that it was his opposition to the ambition 
of that organization to serve as a medium for foreign investments in 
China; he felt no opposition to the Corporation functioning in its 
purely domestic capacity. He remarked, however, that the Japanese 
Government was intensely interested in the particular geographical 
area concerned and was interested in keeping alive the principle of 
supervision of foreign investments in China as embodied in the Con- 
sortium Agreement. 

Respectfully yours, Wutys R. Peck 

800.503198/16 

The Minister in China (Johnson) to the Secretary of State 

No. 2941 Prrerne, August 28, 1934. 
[Received September 24. ] 

Sir: I have the honor to refer to my despatch No. 2881 of July 31, 
1934, with regard to the recently organized China Development 
Finance Corporation and to report that, during a conversation on 

August 18, 1934, with a member of my staff, an official of the Bureau 
of Asiatic Affairs of the Japanese Foreign Office, Mr. Hagiwara, made 
some comments in this regard.
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Mr. Hagiwara stated that the China Development Finance Corpo- 
ration had a League of Nations background which did not enhance it 
in Japanese eyes. Describing this, he explained that the League of 
Nations had contemplated three or four years ago the creation of a 
subsidiary organ which was to have as its primary interest the direct- 
ing of financing of projects in China. This plan was abandoned before 
realization. However, when Mr. T. V. Soong, as Minister of Finance, 

visited the United States and Europe in 1933 he discussed with West- 
ern financiers the desirability of organizing a committee of leading 
foreign financiers, exclusive of Japanese, to plan and undertake for- 
eign investments in China and to act at the same time in an advisory 
capacity to the Chinese Government. In both these plans, Mr. Hagi- 
wara stated, League personages figured prominently. In the first 
instance, naturally, the members of the League’s subsidiary organ 
would have been League personnel, while the second project had been 
recommended to Mr. Soong by Mr. Jean Monnet, formerly connected 
with the League of Nations. The third and accomplished project, the 
China Development Finance Corporation, is the result primarily of 
the efforts of Mr. Monnet, formerly of the League, and is an outgrowth 
of the first two plans, and therefore has a League complexion although 
it has no actual connection with the League. (Mr. Hagiwara said that 
details had been given to Ambassador Matsudaira *” by Mr. Thomas 
Lamont.) 

_ Mr. Hagiwara went on to say that the Japanese were not inclined 
to view the new organization favorably because of another factor, 
namely that it has a political character as a result of inclusion in its 

| membership of such men as Dr. H. H. Kung, the Minister of Finance, 
and Mr. T. V. Soong, executive member of the National Economic 
Council. Were it a purely non-political organization, it would be con- 
siderably more acceptable to the Japanese. Mr. Hagiwara concluded 
his remarks with the statement that the Japanese did not believe that 
the new organization would accomplish much of anything. 

Respectfully yours, Nertson TRUSLER JOHNSON 

893.50A/104 

The Consul at Geneva (Gilbert) to the Secretary of State 

No. 993 Political Geneva, September 1, 1934. 
[Received September 11.] 

Sir: I have the honor to refer to my despatch No. 958 Political 
dated July 18, 1934 in which I discussed the League project for tech- 
nical assistance to China as the matter stood at that time, with special 

* Tsuneo Matsudaira, Japanese Ambassador in Great Britain.
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reference to Dr. Rajchman’s activities in this regard. I am now in a 
position to report more recent trends in the League’s handling of this 
‘question through information obtained direct from the competent 
League authorities. I shall report this information in the form in 
which I received it. 

In the course of a recent conversation Mr. Avenol, Secretary-General 
of the League, told me that during the summer he had stated to Dr. 
Rajchman that from an administrative point of view it would not be 
possible for him to continue his services with the Chinese Government 

and at the same time retain his position as an official of the League | 
and that, upon being presented with this choice, Dr. Rajchman elected 
to remain as Director of the Health Section of the League Secretariat. 

It will be recalled that the one-year term of Dr. Rajchman’s employ- 
ment by the Chinese Government expired on August 1. It will be seen 
from this that the question naturally arose during the summer con- 
cerning Dr. Rajchman’s future functions and that the question was in 
effect whether Dr. Rajchman would seek the renewal of his appoint- 
ment by the Chinese Government. | 

In response to my inquiry whether it was contemplated that a 
successor to Dr. Rajchman would be appointed, Mr. Avenol said that 
Dr. Rajchman in the character of his interest in China was unique 
and that the place he had created for himself in respect to the 
relations between the League and China was by the same token like- 
Wise unique. Thus in a sense it might be considered that the question 
of a successor for Dr. Rajchman did not arise. Respecting any specific 
details regarding the more general question of technical assistance to 
China on the part of the League, Mr. Avenol referred me to Mr. Haas, 
Chief of the Communications and Transit Section of the League, who 
is the Secretariat official charged with this matter. 

In a conversation with Mr. Haas that followed my conversation 
with Mr. Avenol, Mr. Haas confirmed what Mr. Avenol had said to 
me regarding Dr. Rajchman and the position which Dr. Rajchman 
had filled. : 

Mr. Haas further informed me that a meeting of the Council Com- 
mittee on Technical Assistance to China would in all probability be 
held during the Council sessions in September. He expressed as his 
belief that the meeting of this Committee would not take place until 
toward the end of the Assembly, inasmuch as he felt it to be desirable 
that an opportunity be afforded for informal exchanges of opinion 
between the representatives of the states most interested in this phase 
of the League’s relations to China before the date of the Committee 
meeting. 

It will be recalled that at the last meeting of the Council Committee 
in May Dr. Rajchman’s report was referred to the pertinent organs of
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the League for study and for the formulating of observations or 

recommendations. Mr. Haas stated that on the agenda of the Sep- 
tember meeting of the Committee would undoubtedly be the results 

of these studies on the part of the League organs which would be for- 

warded to the Committee through the agency of the Secretary-Gen- 
eral. I will say parenthetically at this point with special regard to 
those portions of my despatch under reference which dealt with the 
financial phases of the question involved, that in a recent conversation 
with Mr. Loveday, Director of the Financial Section of the League 

Secretariat, he told me that he did not believe that the Financial 

Section would prepare any material for the Committee. | 

I inquired of Mr. Haas whether the question of a possible successor 

to Dr. Rajchman would also be on the agenda of the meeting or, if the 

matter was not placed on the agenda in precisely that form, whether 
the question would not arise as to what substitute arrangements would 
be made to care for the work which Dr. Rajchman had been perform- 
ing. Mr. Haas stated in reply that while this question would prob- 
ably not appear on the agenda in any concrete form, the question 
might indeed arise in the meeting as to the best method of liaison to be 
established between Geneva and China in this endeavor. 

With respect to the foregoing it will be recalled that in my despatch 
under reference I discussed at considerable length the political forces 
which seemed to be in play both respecting Dr. Rajchman himself and 
this entire matter of the League’s relations to China. While the cir- 
cumstances that Dr. Rajchman could perhaps not well continue to 
serve the Chinese Government and retain indefinitely the particular 
post which he holds in the League Secretariat is probably sound from 
an administrative point of view, it is impossible to escape the conclu- 
sion that political influences were definitely at work which motivated 
the decisions which apparently have been taken in regard to these 
questions on the part of the Secretary-General and on the part of what 
perhaps may be considered to be the League itself. I am unable, 
nevertheless, to determine with any precision at this juncture just 
what these influences were and the reasons for their being brought to 
bear. One here can only read between the lines, observe trends, and 
draw inferences. I think it can be said in any event that the decision 
of Dr. Rajchman as related to me by the Secretary-General was not a 
voluntary one on the part of Dr. Rajchman nor that it is an expression 
of his personal desires. 

It will further be recalled that in my despatch under reference I 
also discussed the underlying purpose and the ultimate aim of the 
League’s endeavors in this connection respecting China in contrast 
to technical assistance per se, that is, these purposes and aims as 
seen by Dr. Rajchman and likewise as seen by a number of League
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officials. In brief, these purposes and aims were that the program 
of technical assistance to China would serve to keep alive an interest 
in China in the western world in a psychological sense and also a 
practical interest through developments in finance and trade. The 
result sought was that these activities would serve the end of develop- 
ing progressive diplomatic support for China in the international 
field with a consequent strengthening of the international and national 
position of China’s central government. 

In respect of this, I must report that there was no hint of any 
such League purpose in my conversations with Mr. Avenol and with 
Mr. Haas. In fact, quite the contrary was the case. The whole 
atmosphere of the conversations was almost precisely that which Mr. 
Avenol had displayed to me in a previous conversation on this subject 
before Dr. Rajchman returned to Geneva, a conversation which I 
reported in my telegram No. 61 dated April 28, 11 a.m. I cannot 
express too strongly my impression of a decided intent to denude this 
League endeavor, insofar as may be possible, of any political con- 
notations which might be offensive to Japan or embarrassing to any 
important government, notably perhaps the British. I may add, 
however, that this policy possesses a decidedly reasonable basis in 
that the plan of technical assistance was placed in effect before the 
Sino-Japanese conflict, which latter indeed gave it the political signi- 
ficance which it possesses in the eyes of Japan. 

As related to the questions which I have discussed above, I may add 
that I inquired of Mr. Haas what progress Dr. Rajchman had made 
in his conversations with various European governments, It may 
be recalled that I stated in my despatch under reference that at that 
time Dr. Rajchman was on the point of leaving Geneva to visit a 
number of European capitals for the purpose of ascertaining to what 
extent they were prepared to support the League projects for assist- - 
ance to China and that he had the intention of pointing out to these 
governments the advantages which might accrue to them in the field 
of trade should the position of the Chinese Government be strength- 
ened. In reply to my inquiry Mr. Haas told me that Dr. Rajchman 
had visited only a very few capitals and that he had made no particu- 
lar progress. From what I know of the situation here, I am inclined 
to believe that Dr. Rajchman was summoned to return to Geneva in 
the early stages of his trip and that from that point on he ceased to 
deal with Chinese affairs. 

In conclusion I may say that there is a rumor current in Geneva 
to the effect that Mr. Haas himself would like to succeed Dr. Rajchman 
and is in fact seeking this post. In this connection I may say that in 

8 Ante, p. 145. 

748408—50—vou, 1132 .
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the conversations which I have described Mr. Haas was not as definite 
as Mr. Avenol in that no successor would be appointed to Dr. Rajch- 
man. Whether there is any truth in this rumor or not or whether 
the apparent attitude of Mr. Haas toward this matter has any 
bearing on the question, I am unable to say. This might, however, 
merely be in line with a possible plan to return to the arrangement 
before Dr. Rajchman’s appointment, whereby directors of the tech- 
nical organizations of the League visited China periodically to give 
advice in the field and to keep the League informed of technical devel- 
opments. It might easily be that Mr. Haas would be designated to 
visit China in such a capacity, without in carrying out this function 

being accorded any particular title. 
Furthermore, Mr. Yokoyama, the Japanese representative here, told 

me recently with evident satisfaction that he had heard that Dr. Rajch- 
man would not only not be permitted to return to China but that he 
believed that his association with the League in any capacity would 
shortly terminate. To what extent Mr. Yokoyama’s statement to me 

' ‘was merely an expression of his wishes I cannot say. It is not to be 
questioned but that the Japanese would like to see Dr. Rajchman leave 
Geneva. And I likewise have a very strong belief that the Japanese 
played an important, if indirect, part in the decisions taken by the 
League Secretariat as I have discussed them. I may add that Mr. 
Yokoyama, in telling me what I have just related, also took occasion 
to impress upon me that should Dr. Rajchman leave the Secretariat his 
successor as Director of the Health Section would undoubtedly be Dr. 
Boudreau, a member of the Section, who is an American national. 

Respectfully yours, Prentiss B. GILBERT 

893.51/5937 

- Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With Mr. Thomas W. Lamont, of 
J.P. Morgan & Co. 

[Wasuineron,| September 19, 1934. 

[The first paragraph records telephone conversations arranging 

for Dr. Hornbeck to call on Mr. Lamont in New York. ] 
Mr. Hornbeck called at Mr. Lamont’s office at one o’clock and there 

followed luncheon and a conversation lasting two hours. 
I. Mr. Lamont said that his British and French associates in the 

Consortium and the Japanese—perhaps most of all—had been glad 
to learn that the American Group was disposed to continue 1ts member- 
ship in the Consortium. He said that the American Group had made 
its decision on the basis of the statement made to him, Mr. Lamont,
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in June last, by Mr. Hornbeck, in which Mr. Hornbeck had outlined 
the attitude of the Administration toward the Consortium, toward 
the American Group, and toward the question of continuance of the 
Consortium and of the American Group’s membership therein. He 
said that the continuance of the American Group’s membership was 
somewhat “specious” inasmuch as under the present law in this country 
the member banks would not be able to float portions of loans, if and 
when loans were made to China—for the reason that they are for- 
bidden to issue securities. (Note: There followed some discussion of 
this point.) 

Mr. Lamont continued to the effect that the Consortium had been 
created in consequence of suggestions made by the American Govern- 
ment (in 1918) and that the American Group had taken its place and 
part therein at the instance of the American Government; that, al- 
though, as had been stated by Mr. Lamont to Mr. Hornbeck in June, 
the continuance of that membership and the maintenance of the Con- 
sortium entail some expense without any tangible return, he and some 
other of the responsible personnel have felt that, if the present Admin- 
istration prefers that there be made no change (for the present at 
least) and thinks that continuance in existence of the Consortium 
may serve a useful purpose and that perhaps some day the Consortium 
may do something constructive, the thing for them to do is to “con- 
tinue”. They therefore have not raised with other and less interested 
parties the question of possible discontinuance; and they have said to 
interested persons who have inquired that the present would not be 
an opportune time to make a change, that a change might be misunder- 
stood in the Far EKast—especially in Japan, that this would perhaps 
create new difficulties (if only those of explaining) for the American 
Government, and that therefore no change should be made. 

Mr. Hornbeck said that he was very glad to hear that the matter 
had thus unfolded, that he personally found this attitude and these 
developments gratifying, and that he thought that knowledge of them 
would be gratifying to the Secretary of State and the President. 

II. Mr. Lamont then proceeded to give an account of the activities 
of Mr. Jean Monnet. He said that Monnet had been in 1919 “first 
choice” for the position of secretary general of the League of Nations, 
but that Monnet had declined—after which Sir Eric Drummond had 
been chosen and appointed. Monnet had, however, developed and 
maintained an active and serious interest in the League. Monnet 
had become a friend of Rajchman. Rajchman had been chosen by 
the League for work in China. In 1931, when the Japanese operations 
in Manchuria began, Rajchman—knowing China and not knowing 
Japan—had become an active partisan and participant in political 
developments. In particular, T. V. Soong and Baron Shidehara had
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exchanged certain messages and were arranging to meet in order to 
try to devise and propose a plan of compromise and settlement (?%) ; 

and at that point Rajchman had told Soong that this was not an 
advisable course, with the result that the project fell through. Rajch- 
man’s attitude and activities had made him distinctly persona non 
grata to the Japanese. Later Soong had come to this country and 
had succeeded in concluding the $50,000,000 cotton and wheat credit 
per the R. F. C. Then Soong had gone to Europe. Soong’s effort 
had been “to build himself up” for a contest for power with Chiang 
Kai-shek. In Europe he had not accomplished much. He had pro- 
posed the formation of his “advisory council”. Both Mr. Lamont 
and Sir Charles Addis had told him that he should not plan to 
exclude the Japanese. Mr. Lamont had declined to serve—as had 
also Sir Charles. (Note: See memorandum of conversation between 
T. V. Soong and Mr. Hornbeck of August 8, 1933.8) Then Soong 
had come back to this country, had seen the President at Hyde Park, 
had explained his project to the President, and had been given by 
the President the names of various Americans whom Soong might 
ask to have on his council. Among these was the president (?) of 
the New York, New Haven and Hartford Railway, who had in turn 
consulted Mr. Lamont as to whether he should accept the invitation 
which Soong subsequently had extended to him. But when Soong 
got back to China, Chiang Kai-shek had put him out of office and 
vetoed his project for an “advisory council”. 

Meanwhile, Mr. Lamont said, Soong had invited Jean Monnet and 
Sir Arthur Salter to come to China. They had gone. Salter produced 
a report on the economic situation in China. Monnet had developed 
the project and taken the initiative which brought into being the 
China Development Finance Corporation. The Japanese had been 
very suspicious of Monnet and had opposed his efforts and project. 
This, in part at least, had brought on the Japanese statement of 
policy (the Amau statement) in April last.°° Among the Chinese, 
various of the bankers, among whom was Li Ming and the Bank of 
China, had been opposed to the China Development Finance Corpo- 
ration project. But ultimately they had subscribed to it. Next, Mon- 
net had set himself—and Mr. Lamont had suggested to him that he 
do so—to getting acquainted with the Japanese and allaying their 
suspicions and misunderstanding of him and the China Development 

Finance Corporation project. Monnet was now in New York and 
was expecting soon to come to Washington and would call on Mr. 
Hornbeck. 

*° Foreign Relations, 1933, vol. 11, p. 643. 
° See telegram No. 71, April 18, 5 p. m., from the Ambassador in Japan, p. 112.
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Mr. Lamont next said that he conceived that the China Development 
Finance Corporation might develop or be developed into a link between 
China and the Consortium. Mr. Hornbeck remarked that the same 
thought had been running for some time, in the form of a query, in his 
mind: might not such a link develop. Mr. Lamont recalled the fact 
that he had always advocated the formation by the Chinese of a bank- 
ing group which might have membership in or a definite and coopera- 
tive association with the Consortium; but antipathy to the Consortium 
idea had developed in the early days of the Consortium’s existence to 
such an extent that nothing had ever been developed on that line. 
Now, however, the China Development Finance Corporation might 
meet that need. Mr. Hornbeck remarked that the fact that the Bank 
of China and other Chinese banks had finally given the China Develop- 
ment Finance Corporation their ‘support might be regarded as an 
encouraging development in that connection. 

III. Mr. Lamont adverted to a suggestion which he had made in the 
course of a conversation in June with Mr. Hornbeck; a suggestion in 
the form of a query whether a declaration of policy with regard to the 
Far East by the four powers most concerned might not be a helpful 
political move. (Note: See memorandum of June 18, 1934.) He said 
that he had given quite a little thought to this while on shipboard and 
had produced a memorandum; but that upon studying his own memo- 
randum he had come to the conclusion that the idea probably was not 
practicable: he realized, among other things and for instance, that 
other powers, especially Great Britain, were, by virtue of their in- 
terests, concerned and would need to be included. But he would give 
Mr. Hornbeck, for what it might be worth, a copy of the memorandum. 
Mr. Hornbeck expressed interest, and both he and Mr. Lamont read 
the memorandum and exchanged comments upon its contents. Mr. 
Hornbeck said that he greatly appreciated Mr. Lamont’s having 
worked out the statement and suggestion contained in the memo- 
randum; that he would study it with care; that he must say at the 
moment in all frankness that he doubted whether the suggestion as 
it stood was one of which any practical use could be made; but that it 
contained suggestive materials and perhaps out of it there might be 
developed something for which at some time there might be found 
use. Mr. Lamont said that he was not putting it forward as a serious 
recommendation or as anything which he would urge, but that it was 
a follow-up on what he had orally offered in the form of a query in 
the earlier conversation referred to. 

IV. Mr. Hornbeck said that he wished to refer to inquiries which 
Mr. Lamont had made in letters a few months ago with regard to the 
wheat and cotton credit to China. He said it was “our feeling” that
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that transaction was not inconsistent with obligations of the U. S. 

Government relating to the Consortium agreement. Mr. Lamont said 

that he concurred. Mr. Hornbeck referred to the conversation which 

the Secretary of State had held with Mr. Lamont, and Mr. Lamont said 
that he had suggested to the Secretary that we ought to consult with 
or notify the Consortium members before concluding the transaction— 
but that the Reconstruction Finance Corporation had pushed ahead 
with it. He realized that the Department of State had had little or 

no part in the transaction. — - 
V. Mr. Hornbeck then mentioned correspondence with regard to 

the Hukuang loan and the filing in Peiping of protests against certain 
of China’s lapses in connection therewith." He said that on several 
occasions the British had proposed joint or simultaneous representa- 
tions to the Chinese Government, and, in doing so, the British Lega- 
tion in Peiping has offered drafts in the texts of which they make 
statements with regard to China’s obligations under the Hukuang 
loan agreement to which statements the Department has found it 
impossible to subscribe. It was for that reason that Mr. Hornbeck 
had suggested to Mr. Lamont, in one letter, that the American Group’s 
legal advisers scrutinize carefully that provision of the loan agree- 
ment which relates to substitution of securities. We had believed it 
expedient to rely upon general reference to that article of the loan 
agreement, without attempting to paraphrase it or attempting to 
declare in our own language just what the Chinese Government’s 
obligation is. Mr. Lamont said that he “saw the point”. He then 
said that the British are coming along with something new on this 
subject, something that differs apparently from the views of the legal 
advisers of the American Group,—and that something in that con- 
nection probably will be sent soon to the Department. (Note: It was 
not indicated whether this would come from the British Government 

or from Mr. Lamont.*?) 
VI. In the concluding exchanges, Mr. Lamont requested that Mr. 

Hornbeck convey his greetings and an expression of his regard to the 
Secretary of State. Mr. Hornbeck said that he was very happy to be 
given that commission, as the Secretary of State had expressly asked 
him yesterday to convey his, the Secretary’s, regards to Mr. Lamont; 
which he, Hornbeck, had up to this moment inadvertently failed to 
do. Mr. Lamont said that he appreciated the Secretary’s thoughtful- 
ness. Mr. Hornbeck said that he was sure the Secretary would appre- 
ciate Mr. Lamont’s message. Mr. Lamont thanked Mr. Hornbeck 
for having made this conversation possible. Mr. Hornbeck thanked 

* For correspondence on claims, see pp. 542 ff. 
” Mr. Lamont’s letter of September 24, with enclosures, not printed.
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Mr. Lamont for having suggested it, for the time which he had given 
to it, and for the luncheon which he had been so good as to provide. 
And the conversation there ended. 

S[vantey] K. H[ornpecx | 

800.503198/22 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[WasHineton,] September 20, 1934. 

Mr. Monnet called and said that he had come to inform me of his 

experiences and developments in China in which he is interested, dur- 
ing the interval since his last call. He then gave me an account (sim- 

ilar to that which Mr. Lamont had given me yesterday—see memoran- 
dum of conversation with Mr. Lamont) of his efforts in China leading 
up to and resulting in the creation of the China Development Finance 

Corporation. He said that the Corporation was now a going concern 
and it had taken on its first piece of financing, the financing of the 
completion of the Shanghai-Hangchow-Ningpo Railway. In the 
course of the conversation it developed that the Hong Kong and 
Shanghai Banking Corporation is assisting in that financing. 

Mr. Monnet went on to explain at length his theory of the way in 
which the C. D. F. C. may be able to be of use in developing business 
and industry in north China. Partly on his own initiative and partly 
in reply to questions which I asked, he said that he did not contem- 
plate attempting to float issues of Chinese securities abroad until the 
Chinese had worked out some scheme for taking care of their out- 
standing public foreign debt. I endeavored repeatedly by indirect 
questioning to ascertain whether he had in contemplation the obtain- 
ing in the near future of capital from American sources. His answers 
were of a general character and to the effect that he thought only of 
bringing about, in connection with particular enterprises, a “sharing 
of risks”. He said that he believed that in all enterprises undertaken 
in China there should be Chinese participation and cooperative invest- 
ment. Finally, I said that I wished to ask a direct and specific ques- 
tion, which Mr. Monnet might feel at liberty to decline to answer 
if he so wished: I would be interested to know whether he planned 
to ask for funds from the R. F. C. He said that he was perfectly 
willing to answer: that he did not. However, he went on to say, he 
had been talking with Mr. Peek ** and he had in mind the question 
of possible relations between the Export Bank and particular enter- 
prises which might be undertaken in China. He said that he under- 
stood that there were a number of American firms which had in 

** George N. Peek, president of the Export-Import Bank of Washington.
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prospect possible sales of material and goods in China, which firms 
were casting about for means of financing the transactions. He made 
it perfectly evident to me that he had been talking of such matters 
with Mr. Peek. He said that if there was any particular enterprise 
which he undertook to present he would gladly let me know. He 
mentioned his association with the negotiation of the cotton and wheat 
credit last year,—and his mention of that gave me the opportunity 
to say that he knew and I knew that that transaction had caused a 
great deal of confusion and no end of unprofitable bother both to 
“us” and to “the Chinese”. He said that he well realized that such 
was the case. I then said that I did feel that if and when any proj- 
ects of the character which he had been describing to me were “in the 
making”, this Department should be informed thereof at an early 
stage. He said that he quite agreed and that he personally would be 
only too glad to let us know insofar as he was concerned. I thanked 
him. He said that he would expect to call on me again in the not 
distant future. I said I would be glad to receive him at any time. 
And the conversation there ended. 

S[ranutey] K. H[orneecx | 

893.50A/105 : Telegram 

Lhe Minister in Switzerland (Wilson) to the Secretary of State 

Geneva, September 27, 1934—5 p. m. 
[Received September 27—12: 03 p. m.] 

271. Convocation received for meeting Friday morning September 
28 of Council Committee of Technical Cooperation between League 
and China. Haas states he anticipates meeting will be purely formal. 
Unless otherwise instructed Mayer will attend as formerly. 

WILSON 

893.50A/107: Telegram (part air) 

Lhe Minister in Switzerland (Wilson) to the Secretary of State 

Grneva, September 28, 1934—2 p. m. 
[Received September 29—4:40 p. m.] 

272. The China Technical Committee this morning took note in a 
report adopted unanimously of the observations of League technical 
organization on the report of the technical agent (my 255, May 17, 
6 p.m.) and expressed its thanks to Rajchman whose mandate ex- 
pired August 1st and who is resuming the directorship of the health 
section. Noting that it did not appear necessary for the time being 
to appoint another technical agent it invited the Secretary-General 
to take the necessary steps to insure continuance of the work more
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especially by despatching to China for a short period a director of one 
of the competent sections of the League Secretariat. 

The Chinese member read a long statement summarizing the work 
since the last meeting. There was no further discussion. 

WILson 

893.50A/108 : Telegram 

The Secretary of State to the Minister in Switzerland (Wilson) 

Wasuineton, October 5, 1934—7 p. m. 

168. 1. Sweetser * has called at the Department and stated that 
in connection with the League of Nations program of technical assist- 
ance to China, the Transit Committee of the League is organizing a 
group of engineers to go to China to make a survey of water conserv- 
ancy and highway transportation problems. He said that there had 
already been chosen for this work a British, an Italian, a French 
and a Dutch national and that the Chairman of the Transit Committee 

would like to include an American hydraulic expert.®® In this con- 
nection Sweetser suggested the nomination of an American Army 
engineer. 

2. The Department wishes to be informed (a) in regard to the 
present status of the matter, and (b) which, if any, of the engineers 
already selected are or have been in the active military service of their 
respective governments. 

3. Please make oral inquiry and telegraph reply as soon as 
practicable. 

Hoi 

§93.50A/109 : Telegram 

The Minister in Switzerland (Wilson) to the Secretary of State 

GENEVA, October 8, 1934—9 a. m. 
[Received October 8—6: 30 a. m.] 

274, Department’s 168, October 5,7 p.m. Regarding (a) paragraph 

2. Haas confirms first two sentences paragraph 1 except no Dutch 
national invited. 

* Arthur Sweetser, American director “hors section”, League of Nations. 
“This information was also transmitted to the Embassy in Great Britain 

(telegram No. 376, October 5, 9 p. m.), with the instruction: “Please inquire 
orally and in confidence of the Foreign Office whether within its knowledge the 
League Committee has given consideration to the question of offering the Jap- 
anese an opportunity to participate in this matter. In so doing, please keep 
clearly in mind the fact that the Department is not making a proposal that Jap- 
anese participation should be invited but that the Department, before arriving 
at a decision, desires to have such information on this point as the Foreign Office 
may be in position to furnish.” (893.50A/108) No reply was received from the 
British Foreign Office. (8938.50A/118)



420 FOREIGN RELATIONS, 1934, VOLUME III 

Regarding (6) paragraph 2, the French engineer is a civil servant, 
whereas the British and Italian engineers are private consulting 
engineers. Haas explains that the suggestion of American Army 
engineer arises only from his understanding that our Army engineers 
have had the most experience with the type of river conservancy work 

to be investigated in China. 
Haas disclaimed any political interest in this matter, his concern 

is to have four engineers of highest standing and ability without regard 
to their nationality. | 

Haas would appreciate as early a decision as practicable. 
WILSON 

893.50A/109 : Telegram 

The Secretary of State to the Minister in Switzerland (Wilson) 

: Wasuineton, October 9, 1934—6 p. m. 

169. Your 274, October 8,9a.m. Department is informing Sweet- 
ser orally that the Department perceives no objection'to participation 
by an American national in the work of this commission and is sug- 
gesting that, as not only the majority but apparently all of the other 

participants are civilians, the League proceed, if it wishes that there 
be an American engineer on the commission, to choose a qualified 
American who also is a civilian. The Department has also made 
informal suggestions to Sweetser in regard to the method of establish- 
ing contact with American civilian engineers. 

. You may inform Haas orally in the above sense.*° 
HU 

893.51/5981 

Mr. Thomas W. Lamont of J. P. Morgan & Co. to the Chief of the 
Division of Far Eastern Affairs (Hornbeck) 

New York, October 11, 1934. 
[ Received October 19.] 

Dear Dr. Horneecx : Referring to our correspondence of last June 
and particularly to your personal letter of June 18 ®” which arrived 
just as I was leaving for the other side: I had opportunity yesterday 
for the first time of discussing with the Managing Committee of the 

* The League announced on November 7 that, following consultations with 
three experts (French, American, and German), a mission composed of four 
engineers (British, French, Dutch, and Italian) had left for China. (893.50A/ 

eT Letter of June 18 not printed.
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American Group the subject of my talks with you. I explained that 
there had been evinced in some quarters of the American Group a | 
disposition looking towards the dissolution of the Group on two 
grounds: First, that the continuance of the Group was all expense 
and no income, even though the expense might not be very heavy, but 
with no factor in sight that would seem likely in the near future to 
reduce or eliminate it; and, second, that under the new Securities 
Bill * all but three or four members of the American Group were 
estopped from handling securities of any kind, the American Group 
being composed with only a few exceptions of incorporated banks 
or private bankers who are continuing their private business. 

Preserving your confidence, I at the same time explained to the 
committee that in short the view of the Department of State was that 
the present would be an inopportune time for active consideration of 
Group dissolution, and that, therefore, we were prepared to recom- 
mend for the time being that the question be held entirely in abeyance. 
For your information, the Group concurred in this view, and I am 

accordingly transmitting this information to you. | 
As a matter of fact, in some way or other the knowledge that some 

such idea has been broached has gained some little currency, because I 
received a letter from the Japanese Consul General this morning, mak- 
ing Inquiry on the subject, such inquiry having apparently been 
prompted from the Foreign Office in Japan. I am answering him 
briefly to the effect that no present consideration is being given by the 
American Group to any question of dissolution. 

Sincerely yours, Tuomas W. Lamont 

P. 8. This letter was dictated last week, but only finished yester- 
day. T. W.L. Oct. 16. 

800.5038198/19 

Memorandum by Mr. Raymond C. Mackay of the Division of 
, Far Eastern Affairs 

[WasHineton,] October 12, 1934. 

Mr. Monnet ® stated that the China Development Finance Corpora- 
tion is progressing favorably; that an example of the sort of service 
which the Corporation intends to render may be found in its present 
participation, in conjunction with the Hong Kong and Shanghai 
Banking Corporation, in the flotation, on behalf of the Ministry of 

* Securities Exchange Act approved June 6, 1934; 48 Stat. 881. 
° Jean Monnet, accompanied by his assistant, Mr. Howe, conversed with Mr. 

Mackay Assistant Chief of the Division of Far Eastern Affairs, and Mr.
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Railways, of a $16,000,000 bond issue for the completion of the Shang- 
hai-Hangchow—Ningpo Railway; that the bonds, which bear interest 
at 514 per cent, will be issued at 95 or 96; and that applications 
already received indicate that the issue will be greatly over-subscribed 
on the Shanghai market. 

Mr. Monnet stated that the Corporation is also giving careful con- 
sideration to the question of facilitating the purchase by China of 
urgently required materials of foreign manufacture such as, for exam- 
ple, those now needed for the rehabilitation of Chinese railways; that 
due, on the one hand, to the Chinese Government’s failure to effect 
payment of its long outstanding obligations and, on the other hand, to 
the fact that only through the extension to it of credits is the Chinese 
Government able to effect large-scale purchases, an impasse has been 
reached which the Corporation aims to eliminate; that the plan which 
the Corporation now has under consideration would operate somewhat 
as follows: an American firm, for example, would sell to China, sub- 
sequent to investigation and approval by the Corporation, a substantial 
order of goods on a five-year credit basis; the Corporation, which 
would make the necessary arrangements for such sale and for the 
collection of monies as due, would discount with its member banks 
sufficient of the buyer’s obligations to obtain a cash payment of ap- 
proximately one-third of the amount of the transaction, which pay- 

‘ment would at once be transmitted to the American seller; the 
American seller would go to the Export-Import Bank, where, if the 
project received approval, the seller would receive a cash advance of 
possibly another one-third, or more, of the amount of the transaction, 
thus requiring the seller to finance the deal only in such part as would 
not greatly exceed the profits involved. Mr. Monnet stated that he had 
today discussed with Mr. Talley + and Mr. Peek and others the question 
of obtaining the cooperation of the Export-Import Bank as above 
indicated and that approval in principle had been expressed to him 
(Mr. Monnet) although it was stated that each particular case as it 
arose would require individual study and sanction by the Bank. 

Mr. Monnet expressed the feeling that the Corporation would 
prove of great benefit to all concerned; that it would assume a very 
important role in the future development of China; and that oppor- 
tunities for its development are almost limitless. Mr. Monnet cited, 
as an indication of the scope of the activities which the Corporation 
proposes to undertake, the extremely important and troublesome sub- 
ject of China’s outstanding railway obligations which, in no small 
measure, represent materials supplied by American and other foreign 

creditors. Mr. Monnet stated that the Corporation, due to its efficient 

*Lynn Porter Talley, treasurer, trustee, and member of executive committee 
of the Export-Import Bank of Washington.
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organization and effective control over its own activities and those of 

enterprises to which it lends its support, will inspire confidence to an 
extent which (in the opinion of Mr. Monnet) would render possible, 
within the not too distant future, a complete refinancing of China’s 
railway debts due to the fact that, with any sort of a reliable guarantee 
of an efficient, businesslike administration of Chinese railways, at least 
half of the required $200,000,000 can be obtained on the Shanghai 

market. 
Mr. Mackay asked if Japanese interests are offering any serious 

objection to the Corporation. Mr. Monnet replied that at the time of 
its inception the project had been definitely and strongly opposed by 
the Japanese; that such opposition was due in a large measure to 
misunderstanding; that when the matter was explained in detail all 
serious opposition ceased; and that the Rengo news service was 1n- 
structed to publish no press items which might react unfavorably on 

the Corporation. Mr. Monnet also stated that the Corporation had 
informed Japanese interests of the fact that, on “appropriate” projects, 

Japanese capital would be welcome. 
Mr. Hamilton asked if the Corporation would conflict in any way 

with the China Consortium. Mr. Monnet replied that it would not; 
that the Consortium applied only to “public offerings abroad”; that 
the Corporation is “wholly within China”; and that even if, as 1s an- 
ticipated, foreign financial interests assist, collaborate, and provide 
funds for enterprises aimed at the development of China’s commerce 
and industry for which long-term credits are required, such action 
would in no way conflict with the provisions of the Consortium 
Agreement. 

Mr. Monnet stated that he would sail for Europe tonight and that 
he planned to return to the United States in about six weeks for a 
further brief sojourn before proceeding to China.? 

EFFECT OF THE SILVER-PURCHASING PROGRAM OF THE UNITED 
STATES GOVERNMENT UPON CHINA’S ECONOMY 

893.5151/358 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHANGHAI, February 17, 1934—10 a. m. 
[Received February 17—4: 59 a. m. | 

59. Private reports received in Shanghai yesterday indicate 
American action on silver might be taken at once. Arthur Young? 

? For memorandum of conversation on December 28, see p. 459. 
* Arthur H. Young, American adviser to the Chinese Ministry of Finance.
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at instance of Minister of Finance Kung called and informally dis- 
cussed silver situation stating that Minister Kung in view of this 
report desired American Government to consider how the matter 
[would be?] regarded here. The following is summary in para- 
phrase: China entirely sympathetic with purpose of London silver 
agreement‘ on stabilization silver prices and Minister Kung has 
urged ratification personally which is now pending. Since China’s 

currency is silver China has vital interest in measures affecting its 
value and international exchange but of course has no desire to 
intrude upon questions of purely American internal concern. In view 
of reports here it may be observed that any action resulting in rise of 
China’s currency out of relation of other currencies and especially 
out of relation of world commodities would have deflationary effect 
in China and further decrease her already reduced exports and so 

impair her ability to purchase goods from abroad. It would also 
probably increase present serious tendency toward heavy silver 
exports as necessary means of settling large adverse balances. In view 
therefore of China’s vital interest it is hoped Government of China 
will be consulted in advance if measures concerning silver that might 
materially affect China’s currency and exchange are in fact being 
contemplated.® 

CuNNINGHAM 

893.5151/363 : Telegram 

The Chinese Bankers Association to the Chinese Minister (Sze) ® 

[Saaneuat, February 20 (2), 1984.] 

Kindly forward the following message to His Excellency President 
Roosevelt. | 

Chinese Bankers Association appeal to Your Excellency from recog- 
nition of the fact that devaluation of United States currency with 
consequent effect on price level has averted monetary crisis in your 
country. Converse applies to here that any drastic enhancement of 
silver value unless accompanied by generous extension of credit to 
China will result in flight of silver from these shores and bring about 
credit stringency and collapse of internal commodity level. This great 
country already suffering from a recent series of calamity is in danger 
of sinking further into economic depression. We desirous of further 
commercial tie with your great people appeal to you to insure silver 

* Foreign Relations, 1933, vol. 1, p. 763. 
* The Department stated in its telegram No. 38, February 17, 4 p. m.: “Treasury 

informed Minister Kung’s views. Giving them fullest consideration.” 
° Copy transmitted to the Department by the Chinese Minister under covering 

letter of February 20, 1934.
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price stability and not drastic enhancement of silver price. Purchas- 
ing power of this country is dependent upon maintenance of exports 
and is endangered by rumors silver measure and we trust Your Excel- 
lency will avert policy likely to bring calamity upon the millions of 
our people. 

CHINESE Banxers ASSOCIATION 

893.5151/361 : Telegram : 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, February 21, 1934—2 p. m. 
[Received February 21—10 a. m.] 

19. Following supplements my February 21, 9 a. m. to the Lega- 
tion.” Arnold, Commercial Attaché, and I held conversation today 
with two Chinese bankers and we present following synopsis of their 
remarks: 

(1) Chinese bankers and merchants are almost in a panic because 
of their apprehension that the American Government will take some 
measure to stabilize silver at a high level. The Chinese believe that if 
this were done it would result in draining silver from China causing 
restriction in credit, receding of loans, depressing of commodity 
prices and in short a financial panic. : 

(2) The Chinese Government is already giving serious considera- 
tion to a silver export embargo or at least to the imposing of an export 
duty on silver sufficient to correct the difference between the silver 
price in China and the price as may be determined by the American 
Government. Many Chinese fear, however, that such an export duty 
could not be made effective for the purpose in view as against all na- 
tionalities. 

(3) The fear of the Chinese public opinion that the measures taken 
by the American Government may create an artificial value for silver 
is based on the belief that commodity values would not correspond- 
ingly rise and the net result would be draining of silver from China 
for export to the United States and possible investment there, without 
any stimulus to export trade and correcting of the present unusually 
unfavorable balance of China’s trade. The net result would be a gen- 
eral depression of commodity prices further accentuating the eco- 
nomic crisis. 

(2 Chinese bankers and merchants fear that if this situation arose 
. the Chinese Government would feel driven to follow the example set 
by other countries and attempt to “manage” the currency and com- 
merce and they are fearful of disastrous results therefrom. 

(5) The Central Political Council is now giving consideration to 
the ratification of the London silver agreement and while public opin- 
ion is divided the general consensus seems to be that the Chinese Gov. 
ernment should not ratify this agreement but should retain liberty of 

*See telegram No. 96, February 22, 11 a. m., from the Minister in China, infra.
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action to take any measures which may be necessary to protect the 
interests of China in whatever silver situation may arise. 

Arnold requests that copy of this be sent to Commerce. 
Repeated to the Legation. 

PrEcK 

893.5151/364 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, February 22, 1934—11 a. m. 
[Received February 22—4: 40 a. m.] 

96. Nanking’s 19, February 21, 2 p. m. Following is Nanking’s 
February 21, 9 a. m.: 

“T have received information believed to be entirely reliable, al- 
though unofficial, that Kung, Minister of Finance, on February 20, 
sent telegram to the Chinese Minister at Washington reviewing Chi- 
nese position in reference to silver and then directing that the Chinese 
Minister make representations to the American Government setting 
forth the undesirability from the standpoint of China of measures 
calculated to raise the price of silver.” | 

JOHNSON 

893.5151/365 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, February 22, 1934—3 p. m. 
[Received February 22—6: 22 a. m.] 

7 97. Your 48, February 17, 3 p. m.® 
1. In well-informed circles, North China, it is not believed that 

the rise in price of silver has been an important factor in the increase 
in trade. 

2. It is believed that depreciation of United States dollar has been 

a very important factor. 
8. Other factors have been (a) increasing confidence among busi- 

nessmen in the United States, (6) purchases by American importers 
of Chinese products in anticipation of further rise in price of silver. 

4, There is a belief among North China foreign bankers that a 
stabilization of the price of silver would be a great benefit all around 
but they fear that if price is stabilized too high there would result 

a sharp contraction in trade and the Chinese Government might be 
inspired to depreciate Chinese silver dollars. . 

J OHNSON 

® Not printed.
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893.5151/368 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHANGHAI, February 23, 1934—5 p. m. 
[Received February 23—11 : 03 a. m.] 

71. 1. Referring to Department’s February 17, 3 p. m. to Tokyo,® 
it is difficult for a layman to discuss intelligently international finance. 
However, after careful investigation and numerous conversations with 
bankers and persons who have made a careful study of exchange, both 

prior to and subsequent to receipt of Department’s instructions, I have 
reached the following conclusions: 

2. The recent sustained rise in silver has stimulated imports into 
China somewhat but trade is retarded owing to uncertainty of future 
silver prices. . 

3. A substantial rise in silver would temporarily increase imports 
into China especially if accompanied by a stabilization of silver within 
narrow fluctuations. There can be no substantial sustained increase 
in imports so long as internal political conditions remain disturbed 
and the United States share in China’s import trade depends primarily 
on the comparative value of the currency of Great Britain and other 
competitors. 

4. Higher-priced silver particularly if that price is reached by a 
gradual increase will not destroy but will benefit China’s export trade. 
Jt is interesting to note that China’s export trade was greatest when 
the price of silver was much higher than at present. The highest point 
in recent years for silver was in 1919 and 1920 which were very satis- 
factory years for the export trade. However, China’s export trade was 
best during the years when the price of silver was from 5 to 7 cents 
per ounce higher than it is today. Present export trade is better than 
it was when silver was lowest about 18 months ago. It is admitted 
that many things must be taken into account when considering export 
trade but it would be exceedingly unsound to state that an increased 
price of silver would increase China’s export trade. : 

5. Chinese bankers are in a state of panic and fear radical American 
action. They intend to demand embargo or other action by the Chi- 
nese Government in the event the United States paid high artificial 
price for silver bullion. The demand of Chinese bankers is similar 
but in reverse order to Shanghai demands made in February and 
March 19380 for a prohibitive import duty on silver in order that 
China’s money would not reach a ruinously low price. The demand 
is now for an embargo or increased export duty which will have the 
result of placing China in the position of having a controlled currency. 

* Not printed. 
748408—50—VoL. 111-38
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At what price an embargo would be urged has not been ascertained 
but 60 cents per ounce has often been mentioned. 

6. Those who within past few days have made representations to the 
United States against a high-priced silver profess to believe that a 
gradual increase to a point very much higher than it is at the present 
time would not be objectionable if commodity prices advanced cor- 

respondingly. 
7. Chinese bankers are almost a unit in declaring that China must 

take precautionary measures in event of artificial high price of silver. 
If peradventure the raising of the price of silver should deleteriously 
affect export trade this could be partially counteracted by China’s 
removing export and interport duties. 

8. Finally it is difficult to anticipate what the reaction in China 
will be to action by United States alone in substantially raising silver. 
Tf such action should prove disadvantageous to China there is always 
to be kept in mind the possibility of anti-American agitation and this 
is particularly true when other nations may have a selfish purpose in 
assisting in the development of such a sentiment. 

CUNNINGHAM 

893.5151/376 : Telegram 

The Shanghai Chinese General Chamber of Commerce and the Shang- 
hat Foreign General Chamber of Commerce to the Chinese Minister 
(Sze)? 

[Suanenat, March 5 (?), 1934. ] 

Kindly forward the following message to His Excellency President 
Roosevelt. 
We jointly desire respectfully to endorse views telegraphed by 

Chinese Bankers Association deprecating artificial measures to raise 
the price of silver. We are convinced that a rise in the price of silver 
unless accompanied by a corresponding rise in all commodity prices 
would be likely to produce most harmful reaction in China. 

SHANGHAI CHINESE GENERAL CHAMBER OF COMMERCE 
| SHANGHAI ForEIGN GENERAL CHAMBER OF COMMERCE 

893.5151/378 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, March 14, 19834—5 p. m. 
[Received March 14—4: 12 p. m.| 

120. With further reference to Department’s No. 48, February 17, 
3 p. m.," and supplementing my 97, February 22, 3 p. m. 

1 Copy transmitted to the Department by the Chinese Chargé under covering 
letter of March 6. 

4 Not printed.
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1. News despatches bearing Washington date line continue to report 
interest of Congress in legislation having for its object rehabilitation 
of silver. It is reported that a recent proposal would require United 
States Government to purchase silver until ratio of 16 to 1 between 
silver and gold had been reached. 

2. These reports continue to cause agitation at Shanghai and in 
Nanking. Agitation at Shanghai is being carried on by foreign resi- 
dents of Shanghai who are large holders of real estate and Shanghai 
silver investment bonds and by Chinese bankers. 

3. Both elements feared stimulation of price of silver by American 
Government purchases would result in flight of silver to United 
States with consequent fall in China’s commodity prices and financial 
panic. 

4, Financial situation in South China has already been seriously dis- 
turbed by failure of remittances from Chinese emigrants. 

5. Following remedies appear to be under consideration by Nanking 
Government should eventualities above mentioned threaten: 

(a) Embargo on export of silver 
(6) Export tax on silver 
(c) Reduction of silver content changing silver dollar. 

6. It is not believed that remedies (a) or (6) can be made effective 
in view of extraterritoriality privileges of foreigners and attitude 
of the foreign powers. 

7. Remedy (c) is advocated by those who contend that the pur- 
chasing power of [silver] has been increasing since middle of 1931 re- 
sulting in a decline of Chinese wholesale prices and that the purchas- 
ing power of silver will continue to increase. A parallel is drawn 
between this situation and that which existed in gold-standard coun- 
tries which have been forced to abandon the fixed gold standard be- - 
cause of the economic consequences of the rising purchasing power of 
gold. They recommend that China in the event of rising ratio power 
of silver take similar steps and reduce silver certifications of the 
dollar selections, in other words abandon a fixed silver dollar standard 
for a currency standard applied to commodities. 

8. Naturally both government and financial circles and private 
investors contemplate with considerable apprehension a situation such 
as might arise if above-described remedial steps were taken as it is 
not believed that the Chinese Government is sufficiently master within 
its own house to carry through such a complicated financial plan. 

9. Financial and government circles of Shanghai and Nanking are 
additionally perturbed because they believe that in the face of a 
world-wide tendency to abandon silver the plan now being advocated 

in Congress might if carried through prove but a temporary expedient 
as United States Government would again as in 1898 find itself un-
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willing further to buy large stocks of silver and would unload or 
discontinue purchase causing silver to resume its normal fall in terms 
of gold. 

J OHNSON 

033.1100 Rogers, James H./3 : Telegram 

The Secretary of State to the Consul General at Shanghai 
(Cunningham) 

Wasuineton, March 23, 1984—5 p. m. 

63. 1. The Secretary of the Treasury ?* has informed me that 
Professor James Harvey Rogers** is starting on a trip around the 
world for the Treasury Department in order to obtain a first-hand 
view of present day conditions in the monetary centers of the world. 
Professor Rogers is proceeding first to China and he plans later to 
visit Tokyo, Moscow and European centers. The Secretary of the 
Treasury states that any assistance that can be given to Professor 
Rogers in accomplishing the objectives of his mission will be 
appreciated. 

2. I desire that American diplomatic and consular officers accord 
Professor Rogers and his mission all the cooperation and assistance 
that may be possible and appropriate. 

3. Professor Rogers sails from San Francisco March 23 on the 
steamship President Hoover. He will be accompanied by two secre- 
taries, Robert E. Landman and Edwin G. Arnold. 

4. Please repeat to Peiping, Nanking and to Embassy and Con- 
sulate General at Tokyo; also, after Professor Rogers arrives, inform 
American diplomatic and consular officers at such other places in the 
Far East as Professor Rogers may plan to visit. 

Hoty 

033.1100 Rogers, James H./17: Telegram 

Lhe Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHaneuat, April 17, 1934—10 p. m. 
[Received April 17—2: 30 p. m.] 

173. For Morgenthau from Rogers. On one aspect of the silver 
problem in China there is a [no?] difference of opinion. Any consid- 
erable rise in silver price will aggravate greatly already depressed 
conditions in agriculture. 

1% Henry Morgenthau, Jr. 
* Professor of political economy at Yale University. :
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Reasons are: (1) Most Chinese farm products are international in 
no [a?] way with prices largely determined in markets outside China, 
(2) hence a rise in the price of silver carrying with it a rise in Chinese 
currency in terms of dollars, pounds and yen, will produce correspond- 
ing slump in prices of most farm products whether imported or ex- 
ported on balance, (3) the fact that gold price of silver has not risen 
substantially is temporarily of little importance as markets are largely 
outside gold countries. 

Further depression in agriculture apparently very serious politically 
as well as economically. Will report further this aspect after other 
important conferences. [Rogers. ] 

CUNNINGHAM 

033.1100 Rogers, James H./18 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State e 

Suaneuat, April 19, 1934—9 p. m. 
[Received April 19—3: 10 p. m.] 

183. For Morgenthau from Rogers. Careful conversation with 10 
of the biggest American import firms (group apparently most favor- 
ably affected by higher silver price) has following opinions: 

(1st) All except two are more interested in stability of silver price 
than in level at which stabilized. Reasons are every abrupt rise in 
price causes considerable loss in inventory and every abrupt fall 
requires upward price adjustments and hence leads to loss of business. 

(2d) Of the three favoring a higher price of silver only one sug- 
gested as much as 60 cents American money. The impression prevails 
that any considerable rise at this time unless based on international 
action is apt to be short lived and hence may lead to further damaging 
fluctuations in near future. 

(38d) Four said further sudden rise in price of silver would be dis- 
astrous to China and would react adversely on their business. 

All four foreign financial advisers to the Minister for Foreign 
Affairs stress stability and oppose any further rise in the price of silver. 

Chinese banker opinion virtually unanimous for stability and 
against further rise silver price. 

So far have found no Chinese opinion favorable to further rise in 

silver price. Would appreciate suggestions from Pittman “ or others 
acquainted here. 

Statistical investigation of available import and export data as 
related to silver price is progressing rapidly. Cable report will follow 

soon. 

4 Senator Key Pittman, of Nevada, chairman of the Senate Committee on For- 
eign Relations.
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To evaluate possibly [ possibility] of making payments abroad in the 
event of increasingly adverse trade balance which might be anticipated 

from further rise in silver price, estimates of various other items in 

Chinese balance of international payments are being gathered. 

[ Rogers. | 
CUNNINGHAM 

033.1100 Rogers, James H./19 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

Suaneuat, April 21, 1934—9 p. m. 
[Received April 21—2: 35 p. m.] 

187. For Morgenthau from Rogers. Further careful search for 

opinion sympathetic with higher silver price yields preliminary con- 
e e , 

clusions: 

(1) At least in Shanghai there is no responsible Chinese opinion 
favoring further rise in price of silver. 

(2) Even among importers the preponderance of opinion is adverse 
to further rise. Small minority of importers favors small rise as a 
stimulant to their own businesses. 

(3) Banking opinion, Chinese and foreign, virtually unanimous in 
opposition to further rise and insists upon stability. 

(4) Government’s financial advisers as well as most bankers fear 
that further considerable rise in silver price would precipitate large 
silver outflows with resulting liquidation especially in Shanghai real 
estate market in which some banks are heavily involved. Reason is 
present tendency to convert Chinese holdings into foreign goods would 
be aggravated. 

(5) Should such outflows occur the Government probably would not 
impose immediate silver embargo but doubtless would increase export 
tax on silver. 

(6) Severe agricultural depression, which would be aggravated by 
substantial rise in silver price, is creating much internal unrest. 

(7) In present tense diplomatic situation [it would be? ] unfortunate 
precipitate further economic difficulties. 

Our statistical studies indicate no long-run relationship between 

silver price and Chinese imports. Short-run relationships very slight. 

Prevailing opinion among those who work with balance of inter- 

national payments is that higher silver price would aggravate ad- 

verse balance with resultant increased silver outflows. Our unfinished 

studies tend to confirm this view. [Rogers. | 
| CUNNINGHAM



CHINA 433 

033.1100 Rogers, James H./20 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHaneuar, April 23, 19384—5 p. m. 
[Received April 23—7: 45 a. m.]| 

189. For Morgenthau from Rogers. T. V. Soong * last week took 
position United States Government could not undertake alone raising 
world price silver as too great purchases might be required. Minister 
of Finance Kung is publicly committed to stability silver price. 
Account demand for stability by important groups already reported 

believe Nanking Government would welcome some plan assuring 
future stability silver price in terms of major currencies. [Rogers.] 

CUNNINGHAM 

033.1100 Rogers, James H./33 : Telegram 

The Consul General at Hankow (Adams) to the Secretary of State 

Hankow, May 2, 1934—9 p. m. 
[Received May 2—8 p. m.]| 

Following for Morgenthau from Rogers. Chiang Kai-shek ** under- 
taking big program agricultural rehabilitation. He stated to me 
Monday ” that higher silver at this time by further reducing agri- 

cultural prices would greatly retard this program. The tendency of 
certain Government officials to favor Dies bill** apparently based 

_ purely on resulting profit from further use of cotton and wheat loan. 
Because of illness Finance Minister Kung I have been unable to dis- 
cuss this with him. [Rogers.| 

ADAMS 

033.1100 Rogers, James H./35 : Telegram 

The Consul General at Hankow (Adams) to the Secretary of State 

Hanxow, May 8, 19384—11 p. m. 
[Received May 8—8: 17 p. m.] 

For Morgenthau from Rogers. Study of Chinese balance of inter- 
national payments has yielded following preliminary conclusions. 

1% Member of standing committee of Chinese National Economic Council. 
1% Chairman of Chinese Military Council and Commander in Chief of Army, 

Navy, and Air Forces. 
7 April 30. ‘ 
2% Congressman Martin Dies, of Texas, introduced a bill (H. R. 7581) under 

which the Treasury Department would accept silver in payment for exported 
farm surpluses; the House of Representatives passed it March 19.
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1. Balance is increasingly adverse. One reason is the advance in 
the price of silver in terms of pounds, dollars and yen, has caused 
prices of Chinese exports, which are largely agricultural products, 
to decline greatly. Another reason is that remittances of Chinese 
emigrants, the largest single source of inflowing funds, have been 
reduced by depression conditions abroad and now by higher silver 
prices which have reduced the value in Chinese money of the sums 
remitted. 

2. Unless this adverse balance can be soon checked considerable 
silver outflows seem likely. | 

8. Already drains of silver from the interior to treaty ports has 
reached considerable proportions, leading several of the provincial 
governments to impose restrictions on export of silver. 

4, Finally, drains from the country districts seem to come from 
two sources: (a) the farmers are in such poor condition that many 
of them are drawing upon their silver hoards to meet living expenses. 
(6) the local money lenders and native banks unable to collect on many 
loans are fast liquidating and depositing their silver holdings in mili- 
tary banks which in turn send them to treaty ports for greater safety. 

5. To replace these liquidating loan agencies which are necessary to 
keep agricultural production above the famine level, the Nanking 
Government is organizing agricultural cooperatives but the process 
is inevitably slow. 

6. Any further rise in the price of silver in terms of major currencies 
at this time would aggravate this situation. 

ADAMS 

893.515/315 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, May 10, 1934. 
[ Received June 4. ] 

Sir: I have the honor to enclose herewith a memorandum ” of con- 
versation dated May 9, 1934, held by the American Minister with 
Mr. C. C. Ch’ien, Secretary General of the National Defense Council, 
on the subject “The Price of Silver and Conditions in China”. 

The Department will note that Mr. Ch’ien is reliably believed to be 
intimate with General Chiang Kai-shek and the latter’s associates in 
the National Government and that, among other interesting state- 
ments, Mr. Ch’ien expressed the opinion that any artificial stimulation 
of the price of silver at the present time would do injury to the economic 
stability of China; that there is no doubt but that there is a relation- 
ship between the world price of silver and wholesale commodity prices 
in China; and that the present promise of increased stability and unity 
would be jeopardized by an economic crisis growing out of the artificial 
stimulation of the price of silver. 

Very respectfully yours, Witiys R. Peck 

* Not printed.
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033.1100 Rogers, James H./36 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHancual, May 16, 19384—6 p. m. 
[ Received May 16—2: 40 p. m.] 

For [Morgenthau] from Rogers. During the 2 weeks have visited 
Southwestern China, Canton and Hong Kong and West China as far 
as Chungking. 

In both of these regions heavy restrictions on the movement of silver 
are in force and the money is depreciated. In the South the deprecia- 
tion is sufficient to bring considerable relief but the monetary situation 
is complicated, the standard being temporarily based on defined silver 
content of subsidiary coins. 

In Szechuan where the depreciation is only 12 to 15% and where the 

tax situation is acute, agriculture and trade are very depressed. While 
in each locality special conditions account for much of the distress, 
there is no doubt in the minds of business leaders that the higher prices 
of silver in terms of major currencies have aggravated export diffi- 
culties and hence have reduced considerably the prices of most farm 
products. The financial demands of the 21st Army for political as : 
well as military purposes have led to increasingly heavy taxes not only 
on imports and on goods in transit but also on exports. These exactions 
combined with reduced prices for their products are leading some 
farmers to join the bandits as a means of livelihood. Chungking is 
under martial law for fear of communist uprising but during the 8 days 
I spent there all was quiet. 

In the country districts of Szechuan most exchanges are in copper, 
agricultural products in particular being bought for copper. Never- 
theless the purchasing agents reckon at least their maximum prices in 
silver as they must sell to other provinces or to exporters in terms of 
silver. Since all major agricultural products are exchanged at least — 
between provinces prices received by farmers even in copper provinces 

are closely connected with silver. 
The embargo on the exportation of silver from Szechuan is not 

effective. The drain of silver down river continues large. 
An effective national embargo on silver is at least temporarily un- 

likely because unenforceable in important section of the country. 
Protection against further important rise in silver price with resulting 
increased outflow of silver would probably be sought in higher ex- 

port taxes on silver. Increased import tax would probably be inef- 

fective because of large-scale smuggling which would be further 
stimulated. [Rogers. ] 

| CUNNINGHAM



436 FOREIGN RELATIONS, 1934, VOLUME III 

033.1100 Rogers, James H. /37: Telegram 

Lhe Consul General at Shanghai (Cunningham) to the Secretary 
of State 

Suaneual, May 17, 1934—5 p. m. 
[Received May 17—9: 25 a. m. | 

226. For Morgenthau from Rogers. Further study Chinese bal- 
ance of international payments reveals serious financial difficulties 
ahead: (1) Adverse trade balance continues large; (2) emigrant 
remittances, the largest single source of inflowing funds, are greatly 
reduced, first, by unseasonable conditions abroad and, second, by 
higher price of silver in terms of foreign currencies used by emi- 
grants; (8) gold which by export in the past 3 years has yielded 
annually at least $200,000,000 of general payments is according to 
best estimates almost exhausted; (4) because of unstable political con- 
ditions and uncertain currency conditions the inflow of private foreign 
capital is at a minimum; (5) hence in the absence of greatly increased 
foreign credits or effective governmental restrictions against export 
further silver outflows are likely; (6) while the silver holdings of the 
Shanghai banks are very large there is little question that any great 
outflow will be followed by a general curtailment of credit and very 
likely by a subsequent crisis in Shanghai; (7) the interior banks are 
largely subsidiary to Shanghai, hence credit difficulties are apt to 
spread rapidly and add to the already pronounced silver drain from the 
interior; (8) under such circumstances a further raising of the price 
of silver unless accompanied by liberal foreign credits to China will 
be very damaging. 

In the past 3 weeks I have talked at length with Marshals Chiang 
Kai-shek, Chang Hsueh-liang, and Li Tsung-jen. In my opinion 
there is a growing centralization movement between Nanking and 
Southwest. However, this movement is seriously threatened by dia- 
lects, depressed agricultural conditions and by unemployment lead- 

ing in each case to increased recruits for rival generals. To avoid 
civil war these generals must be paid off and the resulting drain on 
the Nanking Treasury is very great leading to serious budget 
difficulties. 

Temporarily because of their very plentiful reserves the Shanghai 
banks are financing a great part of the Government’s needs. This 
cannot continue in the event of heavy silver outflows. 

To combat the serious agricultural situation Chiang Kai-shek has 
undertaken far-reaching farm rehabilitation program including Gov- 
ernment credits to farmers on easy terms. He states that this pro- 
gram will be seriously retarded by higher silver. 

On Minister of Finance Kung’s invitation I spent 2 days with him 
privately on customs yacht early this week. He proposes rehabilita-



: CHINA 437 

tion loan by American Government to Chinese Government, proceeds 
to be spent on highway construction, flood control, currency reorgan- 
ization and other unifying projects. In this way he argues not only 
will national unification be hastened but by employing the destitute 
among farmers and laborers usual incentive to join rival military 
chiefs will be largely removed. He assures me of satisfactory secu- 
rity provisions which he will submit soon. I have agreed to receive 
from him detailed proposals. 
My firm conviction is that higher silver at this time will add greatly 

to the difficulties of Nanking Government and may even destroy the 
slight but increasing unification of China which it has been able to ac- 
complish. The only economic counteractive which would seem effec- 
tive for China is some kind of foreign credits on a large scale. 

On assumption that a unified China is of high importance to the 
United States I suggest that if the silver price is to be further raised 
simultaneous consideration be given to a Government loan to China. 
[Rogers] 

CUNNINGHAM 

033.1100 Rogers, James H./38: Telegram 

The Secretary of State to the Consul General at Shanghai 

(Cunningham) | 

Wasuineron, May 18, 1934—11 a. m. 

186. Reference your May 17,5 p.m. Please inform Rogers urgently 
that discussion with Chinese officials of possible loan involves travers- 
ing delicate political ground. Department believes he should under 
no circumstances receive or discuss any proposal for loan unless and 
until expressly instructed to do so. Department expects to discuss 
portions of his telegram with Treasury today. 

| HULL 

033.1100 Rogers, James H./42 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SuanouHal, May 23, 1934—5 p. m. 
, [Received May 23—3: 15 p. m.|] 

239. For Morgenthau from Rogers. The President’s silver 
message”? has been extremely well received in Shanghai. After 
spending much of today discussing it with prominent figures among 

20 For text of the President’s message to Congress on May 22, 1984, see Con- 
gressional Record, vol. 78, pt. 9, p. 9209; or Department of State, Press Releases, 
May 26, 1934, p. 308.
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the Chinese and American bankers, I am assured that the only im- 
portant disappointed group is the speculator. The 50-cent limit is 
regarded as especially constructive because it seems to them to provide 
reasonable assurance against damagingly high silver price. At the 
same time against wide fluctuations in Chinese exchange. [Rogers. | 

CUNNINGHAM 

033.1100 Rogers, James H./70 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 28, 1934—5 p. m. 
[Received June 28—1:10 p. m. |] 

275. For Morgenthau from Rogers. Gradual rise in silver price is 
causing some alarm in Chinese banking and governmental circles. 
Fear is expressed that exports of silver which were tending to decline 
may become greater, hence dangerous. While reserves of Shanghai 
banks are large any great or prolonged outflow would reduce their 
lending power and affect seriously Government credit as the banks 
are taking a very large portion of the Government issues. 

Rising silver is also bringing hesitation in the apparently recover- 
ing import trade as the prospect of still higher silver prices leads 
buyers of foreign products to delay purchases. 
Nanking Government is apparently considering protective measures 

as Finance Minister Kung yesterday asked my advice regarding rais- 
ing export tax on silver. 

Several influential bankers have come to me to express the hope that 
any silver price-raising program undertaken in America would be very 
gradual. [Rogers.] 

J OHNSON 

033.1100 Rogers, James H./75 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, July 6, 1934—6 p. m. 
[Received July 6—8: 35 a. m.] 

149. For Morgenthau from Rogers. In view publicity American 
silver embargo I submit the following: 

Optional destinations for silver shipments from Shanghai are not 
unusual being adopted for purpose of saving expense of reconsign- 
ment if during transit another destination should become more profit- 
able. Because of wide variations in price of silver in various parts 

of world and because of uncertainty regarding American purchases 
such options have been usual.
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Continuously substantial outflows of silver from Shanghai are ap- 
parently partly result of fear of silver embargo or of increase in export 
tax onsilver. In my opinion national embargo unlikely at present but 
increase in export tax is apt to follow considerable further outflow. 
| Rogers. | Grew 

033.1100 Rogers, James H./82 : Telegram a 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, July 11, 19834—4 p. m. 
[Received July 11—8: 25 a. m.] 

155. For Morgenthau from Rogers. Your cable 116, July 9,2 p. m.” 

Silver drain from Shanghai small but persistent. Effect to date is 
apparently negligible except that resulting rumors of silver embargo, 
higher silver export tax or Chinese dollar devaluation have added to 
the uncertainties created by the recent indefinite silver price-rising 
program in United States and have had slightly unsettling effect on 
Chinese trade. So far am unable to ascertain significance gold export 
but apparently not serious. 

In Japan effects are nil. 
From conversations with Finance Minister Kung in Peiping June 

27 I think immediate protective action by Nanking Government is 
unlikely unless silver outflow increases considerably but if drain per- 
sists eventual increase in silver export tax is not improbable in spite 
of resulting enhanced smuggling difficulties foreseen. 

Because of practical impossibility of enforcement, silver embargo 
by Nanking Government will be avoided if possible although pro- 
vincial embargoes may increase. Also silver dollar devaluation 
rumors here unfounded. In a chaotic money system like that of 
China the difficulties would be very great and are appreciated by the 
Finance Minister. 

Increased silver outflows from China seem to me probable if price 
is further raised and not unlikely if present price is maintained. 
Yesterday’s rates in Shanghai yielded 6 percent profit on shipments to 
New York after export tax and further early shipments were tenta- 
tively in prospect. 

Apparently the very favorable reception of President’s silver mes- 
sage and ensuing legislation which brought temporary stability to 

Chinese exchange at a rate considered constructive by leading Chinese 
business and banking interests has been considerably tempered by 
recent rises in silver price, wider exchange fluctuations and more 
persistent silver outflow. [Rogers. ] Grew 

* Not printed.
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033.1100 Rogers, James H./95 : Telegram 

The Consul at Hong Kong (Gourley) to the Secretary of State 

Hone Kone, August 3, 1934—10 p. m. 
[Received August 3—12:45 p. m.] 

For Morgenthau from Rogers.” Silver drain from Shanghai per- 
sistent but still not alarming. However in both banking and central 
banking circles is growing apprehension lest large exports may be 
precipitated at any time and there is much discussion of possible 
protective measures. 

Meanwhile the drain of silver from the interior continues at a rate 
about adequate to counterbalance exports so that the reserves of 

Shanghai banks continue large and approximately constant. 
Drought conditions in Yangtze Valley will probably cut rice pro- 

duction in Central China by 50 percent making necessary consider- 
ably increased food imports. While wheat crop in North China is 
good further imports of American wheat under arrangement similar 
to cotton-wheat loan would probably be welcomed. 

Larger imports with no present prospect of increase in exports how- 
ever indicate more adverse balance of international payments and 
inducing larger silver exports. Such a situation is not imminent 
however as increased food imports can be delayed several months. 

Nevertheless once the situation becomes apparent there is danger 
of a financial crisis in Shanghai. As I have already reported many 
of the banks are heavily interested in real estate loans which cannot 
be liquidated and once the banks begin calling in such loans (as they 
would do should silver exports become very large) many bankruptcies 
will be forced. 

Higher silver prices would aggravate this situation. [Rogers. ] 
GOURLEY 

811.515 Silver/6 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
\ of State 

Suanenal, August 20, 1934—5 p. m. 
[Received August 20—9: 20 a. m.] 

372. Have been requested by Dr. H. H. Kung, Minister of Finance, 
to transmit by cable to President Roosevelt, the following in para- 
phrase: 

The London silver agreement of July 1933 78 received the signature 
of China’s representative and has more recently been ratified by the 

“Professor Rogers was returning to the United States by way of Hong Kong 
and India. 

* Foreign Relations, 1938, vol. 1, p. 763.
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National Government of the Republic of China with the understand- 
ing that its major purpose was to assure the stability of the price 
of silver which was thought menaced by the large surplus stocks held 
by the Government of India and Spain. The preamble of the agree- 
ment states in part that it is to the advantage of China that sales 
from monetary stocks of silver be offset by purchases as herein pro- 
vided, with a view to its effective stabilization. 

It now appears that under the Silver Purchase Act of 19344 the 
stability of the price of silver and the interests of China are as much 
menaced as by the previous situation of potential sellers. China 
would therefore appreciate an indication of the probable policy of the 
United States in the future purchase of silver in order that China 
may properly safeguard her currency, which has recently been flow- 
ing out of the country to a degree that is potentially alarming. 

CUNNINGHAM 

811.515 Silver/21 : Telegram 

The Secretary of State to the Consul General at Shanghai 
(Cunningham) 

WASHINGTON, September 22, 1984—noon. 

227. Your 372, August 20, 5 p.m. 

1. In letter of August 21 Department conveyed to the Secretary 
of the Treasury a paraphrase of Minister Kung’s message as contained 
in your telegram under reference. In letter of September 19 the 
Secretary of the Treasury suggests that the reply to Minister Kung’s 
message should read as follows: 

_ “The United States Government welcomes the opportunity to state 
its policy with respect to silver to the Government of China. It 
considers the request to be within the contemplation of Paragraph 6 
of the Memorandum of Agreement, signed at London on July 22, 1988, 
by delegates of China and the United States, among others. 

The Policy of the United States in the Purchase of Silver will be 
guided by the following considerations: The Silver Purchase Act of 
1934 declares it to be the policy of the United States that ‘the propor- 
tion of silver to gold in the monetary stocks of the United States 
should be increased, with the ultimate objective of having and main- 
taining, one-fourth of the monetary value of such stocks in silver’. 
The Secretary of the Treasury is directed to purchase silver to that 
end at such times and upon such terms and conditions as he may deem 
reasonable and most advantageous to the public interest. By such 
an increase in the monetary use of silver, the Government of the 
United States believes that it is furthering the purposes of the Resolu- 
tion unanimously adopted on Thursday, July 20, 1983 at the meeting 

** Approved June 19, 1934; 48 Stat. 1178. 
* The Consul General in his telegram No. 462, October 1, 5 p. m., explained 

that due to garbles in transmission the reply was not delivered to Finance 

Minister Kung until the morning of October 1. (811.515 Silver/23)
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of Sub-Commission II (Permanent Measures) of the Monetary and 
Financial Commission of the Monetary and Economic Conference.” 

In such Resolution, it was recommended to all the Governments 
parties to the Conference that they should substitute silver coins for 
low-valued paper currency in so far as the budgetary and local condi- 
tions of each country would permit. While the Government of the 
United States will probably issue a relatively small amount of silver 
coins from the silver purchased, it is in effect putting silver to the same 
monetary use by pledging it to secure silver certificates issued In an 
amount not less than the cost of the silver. 

The Government of the United States appreciates that the greatest 
care must be exercised in carrying out the policy declared in the Silver 
Purchase Act of 1934. It recognizes the unfortunate effects on its own 
currency and that of other nations which an excessively high price of 
silver would have. This was recognized also in the Resolution re- 
ferred to in the provision that ‘Governments may take any action 
relative to their silver coinage that they may deem necessary to prevent 
the flight or destruction of their silver coinage by reason of a rise in 
the bullion price of the silver content of their coin above the nominal 
or parity value of such silver coin’. 

In making purchases under the authority contained in the Silver 
Purchase Act of 1934, the United States is desirous of avoiding any 
action which would hamper the action which any other government 
might take relative to its silver coinage to prevent the flight or de- 
struction thereof. Should the Government of China at any time find 
it necessary, in order to protect its coinage, to adopt a policy of dis- 

_ couraging the export of silver, this Government will be glad to receive 
the views of the Chinese Government of the manner in which the 
purchasing program may be carried forward in coordination with such 
policy of the Chinese Government.” 

For your information: In this instance the Department is prepared 
to overlook the obvious irregularity of the channel of communication 
employed by Minister Kung in presenting his message, which should 
have been sent through the Ministry of Foreign Affairs. However, 
should you again be requested by Chinese officials to render a similar 
service you should, unless you perceive substantial reason to the 
contrary, inform the officials presenting the matters to you that they 
should employ the usual diplomatic channels. 

Inform Peiping and Nanking. Hou 

811.515 Silver/22 

The Chinese Minister (Sze) to the Secretary of State 

WASHINGTON, September 24, 1934. 

My Dear Mr. Secrerary: I beg to enclose herewith the following 
cable message from Dr. H. H. Kung, Minister of Finance at Nanking, 
which I am requested to deliver to you: 

* Teague of Nations, Journal of the Monetary and Economic Conference, 
London, 1983, No. 35, July 21, 1933, p. 209.



CHINA 443 

China, as a leading silver standard country, considers silver has 
much more vital concern to it than any other country, and in view of 
the American silver purchase act presents to the American Govern- 
ment the following views supplementing previous informal communi- 
cations. Since 1931 the rising of silver value in terms of foreign 
currency has involved severe deflation and economic losses to China 
and has dislocated China’s balance of payments in part at least by 
hampering exports. Recently the stimulation of silver prices abroad 
to which exchange has not fully responded, has caused serious drain 
of silver creating great alarm. Silver exports of this year to date are 
over three times greater than any previous full year. Further material 
silver price increase would. cause very serious injury to China, possibly 
severe panics. Although influential American circles advocate higher 
silver prices the Chinese Government of course makes no assumption 
concerning the American policy in this regard. 

China is certain that the American Government desires to avoid any 
action that may aggravate present conditions and therefore would 
appreciate an assurance that the American Government would refrain 
from any action that might cause a continuation of the present silver 
drain from China and accordingly would cooperate to prevent further 
rise and to maintain the stability of silver which the London agreement 
contemplates. Indeed from China’s viewpoint the stabilization level 
should be somewhat lower than the present price. 

The National Government feels obliged actively to seek means of 
avoiding further hardships of silver fluctuations. It considers that 
China should not alone maintain the silver standard and is consider- 
ing the gradual introduction of a gold basis currency which will neces- 
sitate the acquiring of gold. Since the American Government desires 
an increased proportion of silver in its monetary reserve the National 
Government desires also to ascertain in principle whether the Ameri- 
can Government is willing to exchange with the Chinese Government 
gold for silver. 

I am [etc. ] Sao-Ke ALFRED SZE 

811.515 Silver/26 — 

The Chinese Legation to the Department of State 

Mr. H. H. Kung, Chinese Minister of Finance, has telegraphed to | 
the Chinese Minister denying that China has placed an embargo on 
silver. 

The recent order issued was intended to curb speculation in exchange 
and gold bar and it should not be misinterpreted as in any way con- 
nected with the free movement of silver. 

WASHINGTON, September 28, 1934. 

811.515 Silver/30 | 

Memorandum by the Secretary of State 

[Wasuineton,]| October 2, 1934. 

The Chinese Minister called at my request and, after thanking him, 
I referred to the latest message received from the Chinese Minister of 

748408—50—VOL. I1lI-———34
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Finance, under date of September 24, in which some inquiry was made 
as to an exchange of a given amount of silver from China for a given 
amount of gold from the United States. I then stated that it was not 
exactly a normal procedure for governments to take up the question 
of specific exchanges of given amounts of money, such as an exchange 
of gold and silver; that there were three [free?] world markets where 
gold could be purchased in the usual and normal way,—at London and 
at other points,—and that this would be the natural and desirable 
manner for China to acquire gold if she desired to do so; that nations 
ordinarily exchanged goods and services and only utilized money for 
the settlement of unfavorable balances; and that it might disrupt the 
normal flow of international finance and commerce to a more or less 
extent should China and the United States depart from the usual com- 
mercial and trade policies and methods in connection with the sug- 
gested exchange of gold and silver. I then, in effect, stated (my entire 
conversation with the Chinese Minister was oral) two paragraphs 
from the President’s message to Congress of May 22, 1934, which 
paragraphs are as follows: 

“We can proceed with this program of increasing our store of 
silver for use as a part of the metallic reserves for our paper currency 
without seriously disturbing adjustments in world trade. However, 
because of the great world supply of silver and its use in varying 
forms by the world’s population, concerted action by all nations, or 
at least a large group of nations, is necessary if a permanent measure 
of value, including both gold and silver, is eventually to be made a 
world standard. To arrive at that point, we must seek every possi- 
bility for world agreement, although it may turn out that this Nation 
will ultimately have to take such independent action on this phase 
of the matter as its interests require. 

“The success of the London Conference in consummating an inter- 
national agreement on silver, which has now been ratified by all the 
governments concerned, makes such further agreement worth seeking. 
The ebb and flow of values in almost all parts of the world have cre- 
ated many points of pressure for readjustments of internal and 
international standards. At no time since the efforts of this Nation 
to secure international agreement on silver began in 1878 have condi- 
tions been more favorable for making progress along this line.” 

I thereupon told the Minister that my Government would be dis- 
posed to talk in a purely informal way with representatives of the 
Chinese Government in regard to the use of both silver and gold, 
preferably on a coordinated basis, as a standard of monetary value, 
such a proposed agreement being considered an important step toward 
a monetary unit of value more equitable and stable in its purchasing 
and debt paying power. I added that similar casual and wholly 
informal talks had been participated in with such countries as Canada 
and Mexico. The Chinese Minister made no definite comment on what 
I said to him.
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Dr. Sze said that he must propound a question to me, although he 
had an idea in advance as to what my reply would be. His question 
was whether the United States Government contemplates any change 
of policy with reference to the non-recognition of Manchukuo. I 
replied that all I cared to state at the time was that I had nothing 
further to say; that there was nothing new to be said on this subject 
so far as I knew. 

The Minister then returned to our original subject of silver and 
inquired if my Government would not be willing to agree to restrict 
its purchases for a time at least to silver within the United States. 
I replied that the Executive Department of the Government has a 
mandate from Congress in the form of certain well known legislation 
under which it is performing the duty of making certain purchases 
of silver and that it really would be a violation to limit these purchases 
to our own country. I added that I thought not more than five hun- 
dred thousand ounces of silver thus far had been purchased direct 
from China. 

I concluded with a statement. to the effect that naturally my Govern- 
ment in making such purchases was specially concerned to avoid to 
every feasible extent any undue interference with the stability of 
silver prices or with monetary conditions elsewhere; and that the 
spirit in which the United States Government would continue to 
proceed in this regard was well set forth in the message of this Gov- 
ernment to the Chinese Government in reply to the latter’s message 

dated August 20th. 
The Minister at the end of the conversation handed me what he 

said was a translation of a cable from Dr. Kung, received on October 
1, 1984, a copy of which is hereto attached.” As it is heretofore indi- 
cated in this statement, I made oral reply to the extent called for to 
the questions contained in this translated message. 

C[orpEeti] H[ von] 

811.515 Silver/28 

The Chinese Minister (Sze) to the Secretary of State 

Wasuineton, October 2, 1934. 

My Dear Mr. Secrerary: I beg to inform you that I have received 
a cablegram from Dr. H. H. Kung, Minister of Finance at Nanking, 
with the request that it be communicated to you. It reads as follows: 

The message of September 22 received today through the American 
Consulate is understood to have been delayed by mutilations which 
necessitate several repetitions. 8 Please at once reply that China is 
gratified that the American Government recognizes the unfortunate 

™ See infra. | 
® See footnote 25, p. 441.
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effects excessive price of silver would have and would appreciate the 
earliest practicable reply to our telegram of September 23 ”° in order 
to assist China in deciding on a policy to meet a potentially serious 
monetary situation resulting from the present rise in price and drain 
of silver. American cooperation to prevent further rise in the price 
of silver and to maintain stability as contemplated in the London 
Agreement is particularly vital to China. In this connection 1t may 
be pointed out that the rise of silver discourages the export of com- 
modities and thereby impairs China’s purchasing power for imports. 
Also a reply is desired to our inquiry regarding the exchange of silver 
for gold. With respect to discouraging the export of silver from 
China it may be explained that this condition results largely from 
artificial stimulation of the price of silver abroad and that restrictive 
measures would create difficulty here which the Government has 
striven to avoid particularly because restrictions would probably 
create severe breaks in exchange detrimental to trade and, it 1s feared, 
would aggravate the present difficulty in the local financial market. 
Could not the American Government for the present restrict its pur- 
chases to silver already in America to avoid further promoting the 
drain from China? 

I am [etc. | : : SAo-KE ALFRED SzE 

811.515 Silver/33 : Telegram CO 

The Consul General. at Shanghai (Cunningham) to the Secretary 
of State 

SHANGHAI, October 9, 1934—10 a. m. 
[Received October 9—9: 35 a. m. | 

477. From the American Minister: 

“The Department will receive by radio from Peiping text of a 
memorandum explanatory of situation which threatens to exist in 
China if price of silver continues to mount producing increasing flight 
of silver from China. This memorandum is expository of situation 
and contains no proposals. It was handed to me by Dr. Young with 
a letter signed by Finance Minister Dr. Kung. Kung thought Depart- 
ment might wish to consider statements contained In memorandum 
before making reply to Chinese representations on silver situation.” 

: Repeated to Legation. 
CUNNINGHAM 

811.515 Silver/35 : Telegram 

The Counselor of Legation in China (Gauss) to the Secretary of State 

Pririne, October 11, 1934—noon. 
[Received October 11—10: 40 a. m.°°| 

462. By instruction from Nanking received last evening the Min- 
ister directs me to transmit by radio to the Department the following 

° See letter of September 24 from the Chinese Minister, p. 442. 
” Telegram in nine sections.
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memorandum on the exportation of silver from China copy of which 
was communicated to him for his confidential information on October 
5th by Dr. Kung, Minister of Finance, who has asked that it be sent to 
the Department with the request that the Department permit Chinese 
Minister Sze to have a copy, he being told that the memorandum is on 
its way to him by mail. The Minister directs me to add that the 
memorandum expresses the views of Dr. Kung and that these views 
are concurred in by the American advisers to the Finance Ministry 
notably Dr. A. N. Young. The memorandum follows: 

October 5, 19384. 

MEMORANDUM ON THE EXPORTATION OF SILVER FROM CHINA 

Extent of Exportation. 

During the 10 years ending with December 1931 China imported an 
average of about $100,000,000 worth. of silver annually. Beginning 
with 1932, the movement was reversed. According to published cus- 
toms returns aggregate net exports in 1932 and 1933 were $10,395,000 
and $14,423,000 respectively and were $132,167,000 in the first 8 
months of 1934. Export applications furnished to the Central Bank 
by the customs in Shanghai amounted to $35,586,000. 

Thus total net exports in the first 9 months of 1934 were about 
$168,000,000 or more than three times as much as was exported in any 
preceding year, $49,000,000 in 1907 being the maximum. 

Stocks of Silver in Shanghai. | 
For various reasons, including both banking developments and the 

general economic situation, there has been a gradual accumulation of 
silver in Shanghai in recent years. This has no doubt facilitated 
rapidity of export, but it has also therefore increased the scope of the 
difficulties which heavy exports of silver may set in train. Total stocks 
of silver in Shanghai were reported as follows as at the end of each 
of the last 5 years and as of June 28 and September 25, 1934. 

1929... ......... $268, 019, 000 
1980 ............ 277,804, 000 
19381 ............ 252,008, 000 
1982 ............ 393,038, 000 
1983 ............. 808,430, 000 
June 28, 1984....... 544,248, 000 
September 25,1984. ... 417,100, 000 

Stocks in Chinese banks as of September 25, 1934 were $275,938,000 
or 66 percent of the total. 

Causes of Exportation. 
The immediate explanation is that silver in terms of United States 

dollars and/or sterling has become more valuable abroad than at 
Shanghai, to such an extent that a profit can be made from shipment. 
However, the difference must exceed about 6 percent of the price 
abroad, since otherwise expenses would not be covered. The differ- 
ence has been as high as 10 percent in recent weeks, and on October 5 
was about 624 percent.
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Stated differently the banks export silver to replenish balances 
abroad. This export becomes necessary when they are confronted 
with a demand for foreign currencies, arising, for example, out of 
merchandise import transactions at a time when they have not a 
sufficient supply of foreign credits arising from merchandise export 
bills, involving remittances of overseas Chinese, et cetera. For some 
time merchandise exports from China have been greatly depressed 
because of the world’s reduced buying power for these goods and bhe- 
cause China’s rising exchange puts China at a disadvantage in ob- 
taining what market there is. Similarly remittances to China from 
overseas Chinese are much reduced. 

Moreover the rising price of silver abroad stimulated by the Amer- 
ican buying unduly aggravates the drain. In addition to exports of 
silver to replenish bank balances abroad, a potential drain is develop- 
ing because many holders of silver in China are coming to feel that 
the American buying program will put up silver abroad to such an 
extent that the Chinese Government will be forced by circumstances 
to take measures that would restrict a corresponding increase in the 
value of silver in China. Consequently such holders are inclined to 
ship out silver rather than risk possible interference by the President 
at a later date. Similar action may be taken by holders of invest- 
ments in China if the situation becomes more aggravated. This latter 
would amount to a flight of capital. 

Due to the foregoing conditions, the balance of payments is for 
the time being out of equilibrium, and threatens to be further dis- 
turbed. During 1932 and 1933, the drain on China’s stock of precious 
metal was reflected chiefly in gold exports, which amounted to $110,- 
163,000 and $68,608,000 net, respectively, in those years. During the 
first 6 months of 1934, net exports of gold were $36,327,000; during 
July they were $5,815,000; and during August they were nil. The 
available stock of gold were seen approaching exhaustion, and the 
stock of monetary silver is being drawn upon increasingly. 

Consequences of Silver Exports. 
If exportation of silver should continue on a considerable scale, the 

gradual decrease of stocks of silver at Shanghai would tend to cause 
money to become tighter. This would be reflected in higher interest 
rates, selling of Government bonds and other securities, lower prices 
for domestic commodities, and a tendency of banks to restrict credit. 
Under ordinary conditions reserve forces would be operating which 

would tend to check these tendencies. Exports of silver tend to re- 
store equilibrium by providing exchange. Likewise such shipments 
tend to reduce the differential between silver abroad and in China, 
because the sale of silver abroad tends to reduce the price there, 
whereas exchange sold against shipment tends to raise the value of 
silver in China in terms of foreign currencies. Higher interest rates, 
higher yield on Government bonds and other securities, and lower 
commodity prices would tend also to keep funds in China. But these 
forces are harshly deflationary and their operation would cause very 
severe hardship, including reduced business profits, increasing business 
failures, unemployment and loss of Government revenue. 

Operation of these corrective forces, however, is impeded by the 
artificial stimulus to the silver price abroad resulting from actual 
and prospective American purchases. Declaration of war upon this
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drain of silver threatens to destroy sooner or later metallic basis of 
clearing currency. 

The crucial element in the situation is public confidence, which 
might receive a shock if silver exports go beyond a certain point or if 
the deflationary forces begin operating more vigorously, so that some 
incident such as a business failure might cause the market to become 
panicky. 

The adoption by the Government of restrictive measures such as 
an embargo or an export duty on the exportation of silver would be 
a severe shock to the local market. Such action would be taken as an 
announcement that the Government considers the situation extremely 
serious, and would thus impair confidence. It would cause a very 
severe break in the exchange value of the dollar, and the value of 
silver in China would tend to diminish because of restriction of its 
free movement. In consequence, the disparity creating the value of 
silver in China and abroad would increase further and this would lead 
to extensive smuggling which because of China’s large area would be 
difficult to combat. 

The fear has been expressed that an embargo would be a step away 
from a metallic currency basis in China, while the divorcing of silver 
in China from silver abroad undoubtedly would add materially to 
fluctuations in exchange and thus interfere with trade. A separate 
Shanghai market for silver would be materially less stable even than 
the world market. . 

Gauss 

811.515 Silver/31 

The Secretary of State to the Chinese Minister (Sze) 

WasHINGTON, October 12, 1934. 

Sir: I wish to acknowledge the cablegram from Dr. H. H. Kung, 
Minister of Finance at Nanking, transmitted by you to the Depart- 
ment on October 2, 19384, and request that you be kind enough to 
transmit the following reply: 

I regret the delay in the delivery of my message of September 22. 
J have endeavored in conversation with the Chinese Minister at Wash- 
ington to state fully the attitude of this Government in regard to the 
preoccupations and suggestions put forward by the Chinese Govern- 
ment in your two messages, in connection with the execution of the 
American program of silver purchases. 

In my discussion with the Minister, I have tried to indicate the 
purposes animating this Government in its silver purchasing pro- 
gram. This program is embodied in an Act of Congress which is 
mandatory, as to its general objective, upon the Executive. The ways 
and means to be used for carrying out this objective are left within 
the discretion of the Executive but of course must be consistent with 
the achievement of that objective. 

This Government is desirous of so carrying out the program as to 
produce the general benefit that would result from the enhancement
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and stabilization of the price of silver, and to avoid so far as may be 
possible disturbances to the economy and public finances of China. 
Therefore in conducting operations under the Silver Purchase Act 
this Government while necessarily keeping within the general pur- 
poses of enactment, will give the closest possible attention to the 
possibilities of so arranging the time, the place and the quantity of its 
purchases as will keep in view the considerations put forward by the 
Chinese Government in its communication. 

Free markets in which gold or silver could be acquired by purchases 
are now open to all nations, and therefore direct intergovernmental 
transactions have not been undertaken. The availability of such mar- 
kets in the future is open to friendly discussion, especially because of 
our common desire to work towards common standards. We shall 
be glad at any time to explore these larger problems with your 
representatives. 

Accept [ete. ] CorpetL Hutu 

811.515 Silver/36 

The Chinese Mimister (Sze) to the Secretary of State 

WASHINGTON, October 15, 1934. 

Sir: I have the honor to acknowledge the receipt of your note of 
October 12, 1934, in which you are good enough to send me your reply 

to the cablegram on the silver question from Dr. H. H. Kung, Minister 
of Finance at Nanking, which I transmitted to the Department on 
October 2, 1934. 

I cabled at once your reply to Dr. Kung, who now requests me to 
express to you the thanks of our Government for the attention which 
the American Government has given to our representations and for 
the assurance that it is its desire to carry out the silver purchase pro- 
gram so as to avoid so far as may be possible disturbances to the 
economy and public finances of China, and to state that our Govern- 
ment is specially appreciative of the American Government’s willing- 
ness to have further friendly discussions in order to explore the larger 
problems in connection with this subject. 

Accept [ete. ] Sao0-KE ALFRED SZE 

893.515/329 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHanewat, October 15, 1984—noon. 
[ Received October 15—9 : 20 a. m.] 

489. Referring to telegram 482, October 12, 11 a. m.,* following 
published by Kuomin News Agency dated Nanking, October 14th: 

* Not printed.
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“The Government today issued the following order: 

‘In view of the undue rise of silver out of relation to the level of general com- 
modity prices, the National Government, in order to safeguard China’s economic 
interests and to protect its currency, has fixed the customs duty on exports of 
Silver, effective October 15, as follows: 

On silver dollars and mint bars, 10 percent less 214 percent minting charges 
paid, i. e. 734 percent net. . 

On other forms of silver, 10 percent (in lieu of 214 percent). 
In addition, an equalization charge will be imposed on exports of silver equal 

to the deficiency, if any, existing between the theoretical parity of London 
silver and a rate of exchange officially fixed by the Central Bank of China, 
after making allowance for the export duty.’ 

In commenting upon the order, His Excellency Dr. H. H. Kung, 
Minister of Finance, stated that there is no reason to expect that the 
forces that have been stimulating the price of silver abroad will soon 
cease to operate. Therefore the Government, out of regard for the 
economic welfare of the people who live in China, had taken this 
measure as a necessary step to safeguard China currency from a 
potentially dangerous drain of the country’s monetary reserves, and 
to place a check upon the operation of the harsh deflationary forces 
which have been reflected in falling internal prices. 

The measure has been determined upon, said Dr. Kung, after most 
careful consideration of various proposals for meeting the emergency, 
and after full consultation with leaders of business and finance. 
Among these proposals, an embargo has most frequently been sug- 
gested. The Government considered, however, that an embargo should 
not be imposed, and preferred a flexible duty that will restrain ex- 
ports of silver within the limits actually required by the balance of 
payments. Dr. Kung expressed assurance that the measure would 
allay the misgivings that have lately disturbed the markets and by 
stabilizing the situation would permit legitimate business to proceed 
with renewed confidence. 

Dr. Kung when asked concerning rumors about the possibility of 
reduction of the silver content of the dollar, stated that this subject 
had never been mentioned at any of the conferences and that he 
would not even consider such a proposal if made.” 

Have confirmed accuracy of Government order from Central Bank 

of China. Following notice published by Central Bank of China, 
October 14th. 

“Notice is hereby given that the Central Bank of China will notify 
to the Customs at 11:30 a. m., on every business day, beginning 
October 15th, 1984, its official rate for determining the deficiency be- 
tween the theoretical parity of London silver and the rate on London 
in Shanghai, in accordance with the terms of the Government order 
fixing the duty and imposing an equalization charge on exports of 
silver.” 

Repeated to Legation. 

CUNNINGHAM
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893.515/339 : Telegram 

. The Chargé in China (Gauss) to the Secretary of State 

Perrine, October 18, 1934—4 p. m. 
[Received October 18—6 a. m. ] 

473. Reference Shanghai’s 498, October 16, 7 p. m.,” following 

from American Consul General at Shanghai October 17, 4 p. m. 

“1. The chairman of the Shanghai Foreign Exchange Bankers As- 
sociation under date October 15th has circulated to its committed 

. banks the following: 

I am today informed that the Central Bank of China intends to ship silver, 
presumably free of duty, and has announced that the shipment is to be made 
for patriotic reasons and to support the market. 

Shipments of silver by foreign bank[s] have been virtually prohibited by the 
new export duty, and I suggest that members make representations through their 
respective consulates to ensure that the new regulations are made applicable to 
all banks Chinese as well as foreign. 

The duty was imposed on the plea that further shipments of silver were 
detrimental to China, and I consider it advisable that Chinese be requested to 
give an assurance that no shipments will be allowed to be made unless full duty 
is paid.’ 

9. The National City Bank has requested that a strong protest 
be registered insisting that the new silver regulations if put into force 
be made applicable to all banks Chinese as well as foreign or that no 
shipments will be allowed to be made unless the duty is paid. The 
proposal is a clear discrimination against all banks other than the 
Central Bank of China. This office has had no opportunity to inves- 
tigate regarding the statements made in the Foreign Exchange Bankers 
Association letter but instructions are requested as to what action this 
Consulate General should take in the event that facts support this 
statement.” 

Following instruction has been sent in reply: 

“October 18,4 p.m. Your October 17,7 [4?] p.m. The Legation 
considers that the matter is one in which no action should be taken 
except on instructions of the Department. Your message is being 
repeated to the Department. When you have completed your in- 
quiries please inform the Department as well as the Legation.” 

Gauss 

893.515/339 : Telegram 

The Acting Secretary of State to the Chargé in China (Gauss) 

WasuHineton, October 18, 1934—7 p. m. 

331. Your 478, October 18, 4 p. m., last sentence, in regard to export 

of silver. Department will await receipt of Shanghai’s report which 

should contain a detailed statement of the situation and, if possible, 

? Not printed.
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an indication of the views of and the action, if any, contemplated by 
the representatives of the other principally interested powers. 

In the absence of further instructions, Department does not desire 
that protest in regard to this subject be lodged with the Chinese 
Government. | 

PHILLIPS 

893.515/345 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

SHANGHAT, October 24, 1934—4 p, m. 
[Received 9:25 p. m.] 

512. The following are the regulations governing the newly estab- 
lished Foreign Exchange Stabilization Committee as published Octo- 
ber 23rd by Kuomin News Agency: 

“(1) This Committee shall be organized jointly by the Central Bank 
of China, the Bank of China, and the Bank of Communications, in 
accordance with the instructions of the Ministry of Finance. 

(2) This Committee shall have three members, one each designated 
from the Central Bank of China, the Bank of China, and the Bank 
of Communications. A chairman shall be elected by and from the 
members and said election shall be duly reported to the Ministry of 
Finance for record. 

(3) The daily equalization charge shall be fixed by this Committee. 
(4) This Committee, in order to meet the requirements of the market 

may request Central Bank of China to buy and/or sell foreign ex- 
change and gold or silver bullion with a view to stabilizing the foreign 
exchange market. 

(5) This Committee may, in time of necessity, request the Central 
Bank of China to import or export gold or silver bullion. 

(6) The proceeds of the equalization charge on the export of silver 
shall be handed over to the Committee as a stabilization fund. Upon 
instructions of the Ministry of Finance to the Inspector General of 
Customs this fund shall be deposited in a special account with the 
Central Bank of China. 

(7) The Committee may make use of the stabilization fund to meet 
any loss suffered as a result of its operations. Should the fund be 
insufficient to meet such loss, the Ministry of Finance shall be responsi- 
ble for the deficit. 

(8) The Committee shall submit a confidential report of its accounts 
monthly to the Ministry of Finance for record. 

(9) In case of necessity, the Committee shall transfer the required 
"number of staff members from the three banks to assist in its operations. 

(10) These regulations shall be effective upon approval by the 
Ministry of Finance.” 

9. Rule (5) would seem to justify the apprehension expressed by the 

National City Bank that the Central Bank of China intends to export
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silver probably without payment of export duty, referred to in my 

telegram to the Legation of October 17, 4 p. m.* 

Repeated to Legation. 

CUNNINGHAM 

893.515/350 : Telegram 

The Acting Secretary of State to the Chargéin China (Gauss) 

WasuHinerton, November 5, 1934—6 p. m. 

852. Your 5038, November 1, 3 p. m., and 505, November 2, 3 p. m.™ 
Department is not prepared to authorize representations to the Chinese 
Government in protest against either the imposition by that Govern- 
ment without prior notice of a duty on the export of silver or the 
claim of the Chinese Customs to the effect that its control over export 
cargo continues until clearance of the exporting vessel. 

In view of the foregoing, Department is of the opinion that the 
Legation should cause to have brought to the attention of the con- 
cerned banks the fact that the American Government is not prepared 
to intercede on their behalf in regard to the claims outlined in the 
Legation’s telegrams under reference and that the banks should on 
their own responsibility determine whether their best interests would 
be served by the initiation or continuance of direct negotiations with 

the Chinese authorities. 
Treasury Department states orally that United States Customs 

exercise complete control over export cargoes until clearance of the 

exporting vessels and that under certain conditions such control con- 

tinues as long as the exporting vessels remain within the territorial 

waters of the United States. 
PHILLIPS 

893.515/370 

Memorandum by the Under Secretary of State (Phillips) 

-  [Wasutneton,] December 10, 19384. 

The Chinese Minister handed me the enclosed cablegram ** which 
he had just received from his Government; he said he had instructions 
to present it informally and was, therefore, not making any written 
communication other than to hand the text of the cablegram to me; 

3 See telegram No. 473, October 18, 4 p. m., from the Chargé in China, p. 452. 
*Neither printed; these telegrams concerned export duties on silver for 

which export permits had been obtained and which had been loaded on vessels 
prior to the effective date of the order providing export duty. (893.515/349, 350.) 

® Infra.
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he would appreciate very much a reply as soon as possible. I assured 
the Minister that we would take up the matter at once with the Treas- 
ury Department. W([i114mM] P[ SIs | 

893.515/370 | 

The Chinese Minister of Finance (Kung) to the Chinese Minister 
in Washington (Sze)* 

[Nanxinc, December 9 (?), 1934.] 

The American Government’s communication of October 12 expressed 
a desire to conduct its silver purchases so as to avoid disturbing 
China’s economy and expressed its willingness to discuss the problem 
involved. In this spirit and having in mind America’s traditional 
interest in China’s welfare and.the President’s special friendship the 
Chinese Government frankly lays before the American Government 
the present difficulties resulting from the rise of silver and requests 
American cooperation. Notwithstanding the silver export restric- 
tions of October 15 China is now involved in a dilemma:—If the 
present disparity persists there will be continued silver drain through 
legal and illegal export and hoarding which create fear and consequent 
capital flight. If however the Government endeavors to raise the ex- 
change toward a foreign parity this would only cause further severe 
deflation and necessitate further heavy silver export and create again 
a situation similar to that before October 15. The adoption of a gold 
basis involves transition difficulties and risks which the Government 
is reluctant to take up unless supported by substantial foreign credit. 
Regardless of which alternative chosen as to the silver policy drain 
and hoarding would continue threatening metallic basis. China there- 
fore wishes to inquire whether the American Government would co- 
operate by announcing it would not pay over say 45 cents per ounce 
except American domestic silver. If the American Government wishes 
to be in a position to do whatever is desired about silver without hurt- 
ing China an alternative would be some form of cooperation to fa- 
cilitate currency reorganization. The Chinese Government would ap- 
preciate the views of the American Government concerning the sub- 
ject entirely. 

893.515/370 

The Under Secretary of State (Phillips) to President Roosevelt 

Wasuineron, December 10, 1934. 

Dear Mr. Preswent: I believe that you will be interested to have 
before you a copy of a cablegram from Dr. H. H. Kung, Minister of 

% Copy handed to the Under Secretary of State by the Chinese Minister on 
December 10. .
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Finance, which the Chinese Minister has just handed to me and which 
relates to our silver purchases. I have already sent a copy of this com- 

| munication to Secretary Morgenthau. In this connection I am also 
sending you a message dated the seventh instant which we have re- 
ceived from the American Consul General in Shanghai,*" in which the 
statement is made that American business and prestige are suffering 
because of the fact that the Chinese are asserting that present distress- 
ing financial conditions are due to America’s silver policy and pur- 
chases. 

In addition to the foregoing, the Treasury has sent to us a copy 
of a cable to the Chase Bank from its representative in Shanghai in 
which the following sentence occurs: 

“Anti-American feeling growing. If Chinese Government cannot 
stop outflow Shanghai silver stock not sufficient to meet requirements 
and Chinese currency may be forced off silver. Confidential report 
Japanese Government will make loan China and Chinese currency 
will be managed in line with Japanese yen.” 

In view of the situation which appears to be rapidly developing, I 
am wondering whether you would care to consider any modification 
of our present policy. 

Faithfully yours, Wiii1am Puriies 

893.515/385 

Memorandum by the Economic Adviser (Feis) 

[WasHineron,| December 18, 1934. 

The Treasury having made this morning a revised draft of the text 
of the message to be given to the Chinese Government,®* the Chinese 
Minister was asked to call and was received by the Secretary. Mr. 
Hamilton of the Far Eastern Division and myself were present. The 
Secretary explained to the Minister that a cable was about to be sent 
through him from the Federal Reserve Bank of New York to the Cen- 
tral Bank of China in response to the note of the Chinese Government 
asking this Government to take certain steps in regard to its silver pro- 
gram. The Secretary gave the Minister orally the substance of the four 
points as drafted by the Treasury, and the[n] explained that the Secre- 
tary of the Treasury would receive the Minister at 12 : 15 today in order 
to answer any questions the Minister might wish to ask in regard to 
this matter. 

The question of publicity was raised and the Chinese Minister 
agreed that he would give out no statement at all except such as might 

7 Not printed. 
8 Infra.
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be agreed upon by him and the Secretary of the Treasury at the meeting 

at the Treasury. 
H|ersert| F [xs | 

893.515/385 

The Treasury Department to the Department of State ® 

[WasHineron,] December 18, 1934. 

Draft OF CABLE TO BE SENT TO THE CENTRAL BANK OF CHINA BY THE 
FrperaL Reserve BANK or New YorK THROUGH THE CHINESE 

LEGATION IN WASHINGTON 

As Fiscal Agent of the United States for the purchase of silver, we 
beg to advise you that for the time being the following program will 
be pursued with respect to purchases of silver for the account of the 

United States: 

(a) No silver in China will be purchased above fifty-five cents per 
fine ounce and none except from you on the basis of a mutually 
satisfactory arrangement ; 

(6) When the world price of silver outside of China is at or below 
fifty-five cents per fine ounce purchases of silver at home or abroad will 
be made as may be deemed advisable and steps will be taken to prevent 
the world price of silver from falling substantially below fifty-five 
cents per fine ounce; 

(c) This program may be terminated at any time on one week’s 
notice; 

(2d) You are invited to send a representative at your earliest 
convenience to discuss these and related matters. 

893.515 /367 : Telegram 

The Consul General at Shanghai (Cunningham) to the 
Secretary of State 

SuanGuat, December 19, 1934—9 p. m. 
[Received December 19—7: 50 a. m. | 

596. For Hornbeck and Johnson“ from Arthur Young. 

“Unless way found to maintain metallic currency basis there is grave 
danger of financial panic threatening Government stability and 
China’s economic structure involving heavy loss to Chinese and Amer1- 
cans and others having interests here. Such disturbances would 
impair China’s purchasing power for imports and world recovery 
Raising exchange to foreign silver parity, as proposed in British bank 

%® Notation by the Economic Adviser: “This was handed to Mr. Feis by Secre- 
tary Morgenthau, Dec. 18—to take the place of the photostat draft attached [not 
printed]. H[ERsertT] F[EIs].” 
“The Minister to China was on leave in the United States.



458 FOREIGN RELATIONS, 1934, VOLUME III 

credit scheme to be secured upon pledged silver not to be exported for 
2 years, would be no remedy unless accompanying American action to 
effect lower silver price since otherwise scheme would involve further 
deflation and probably lead to eventually losing of monetary reserves. 
See no desirable alternatives except (1) American Government coop- 
eration in reducing foreign silver to say 45 cents thus checking silver 
drain and restoring confidence or (2) constructive external coopera- 
tion for currency reform such as American credit possibly against 
deferred delivery of silver or through Export-Import Bank or other- 
wise. Hope latter can be seriously considered in view of extraordinary 
circumstances causing crisis. Particularly important now to avoid 
collapse that would jeopardize promising results of Government’s 
efforts to consolidate internal situation.” 

2. In connection with the foregoing I am reliably informed that he 

confirmed that propaganda is being circulated alleging the United 
States silver policy ruined Chinese currency and that the British 
banks exported Chinese silver reserves consequently only help from 
Japan which would offer large loan and cancel Nishihara loans if 
its assistance sought and further that Japan acted in Manchuria fol- 
lowing paper money regime and that paper regime here would bring 

like consequences. 
CuNNINGHAM 

893.515/376 . 

The Chinese Minister (Sze) to the Secretary of State 

WasuHineton, December 27, 1934. 

My Dear Mr. Secrerary: I beg to inform you that I have received 
the following cablegram dated December 27, 1934, from Dr. H. H. 
Kung, Minister of Finance at Nanking, with the request that it be 
communicated to you: 

“China deeply appreciates American Government’s meeting China’s 
difficulty regarding silver. The Reserve Bank’s message is receiving 
most careful consideration and the views of China will be communi- 
cated as soon as practicable. Meanwhile I am instructed to request 
that you transmit the following from the Central Bank of China to 
the Federal Reserve Bank: 

‘As Chinese Government’s fiscal agent we have noted the silver purchase pro- 
gram set forth in your communication. We gladly accept your invitation to send 
a representative to discuss the matter set forth in your message together with 
wie and shall shortly advise you of his name and the date of his 

I am [etc.] Sao-KE ALFRED SzE 

“Loans negotiated by Komezo Nishihara, Japanese banking group representa- 
tive at Peking in 1918.
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893.515/379 

Memorandum by Mr. Raymond C. Mackay, of the Division of Far 
Eastern Affairs, of a Conversation Between the Chief of the 
Division (Hornbeck), the Economic Adviser (Feis), and Mr. Jean 
Monnet of Paris 

[WasHineton,| December 28, 1934. 

Mr. Monnet stated that, with a view to effectively putting a stop 
to the outflow of silver from China and to reestablishing confidence 
in the Chinese financial structure, the Chinese Government hopes to 
float a bond issue in China which will attract both foreign and Chinese 
capital. Mr. Monnet stated that the proposed issue, which will be 
handled by the China Development Finance Corporation, will consist 
of foreign currency bonds, probably sterling bonds; that the returned 
portions of the Italian, German and Russian Boxer Indemnities, which 
should permit of a capitalization of twenty million sterling, will be 
used as security for the proposed bond issue; and that, with a view to 
strengthening the position of Chinese banks it has been suggested that 
a portion of the new foreign currency bonds be issued to Chinese banks 
in exchange for old Chinese currency bonds. _ 

Mr. Monnet further stated that as a practical matter the proposed 
bond issue could not be floated abroad; that, although most of the 
members of the American Group of the China Consortium are by law 
prohibited from participation in such an issue, a few of the members 
are free to act and have indicated an interest in the new issue; that 
the Hong Kong and Shanghai Banking Corporation is prepared to 
participate if approval of the British Treasury can be obtained; that 
the British Treasury, however, has indicated its disapproval of that 
part of the proposed project which provides for the exchange of old 
Chinese currency bonds for bonds of the new issue; that Mr. Norman 
of the Bank of England has indicated that in his opinion the proposed 
project should be handled by the China Consortium. 

Mr. Hornbeck inquired what practical measures could be taken to 
assist the Chinese Government in its present financial difficulties. 
Mr. Monnet replied that deflation has already occurred; that the fear 
now exists that banks in China will be unable to redeem their note 
issues; and that what is most urgently required is a reestablishment 
of confidence in Chinese currency. 

Dr. Feis stated that exports of silver from China automatically 
create assets in some other form and that he did not understand what 
has become of such assets. Mr. Monnet stated that in his opinion most 
of the silver exports from China have been effected by foreign banks 
and that Chinese exports of silver to a large measure have been con- 
fined to satisfying the heavy adverse balance of trade. 

“ Montagu C. Norman, Governor of the Bank of England. 

748408—50—VoL. I1I-———35
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Mr. Hornbeck again asked what concrete proposals Mr. Monnet 
had to offer. Mr. Monnet replied that there must be occasioned a 
heavy inflow of silver into China; that the proposed bond issue will 
prove helpful but that the new funds thus acquired will not be sufli- 
cient to stem the tide; that he therefore wished to know whether the 
American Government would grant a loan to China, possibly through 

the medium of the Export-Import Bank. 
Dr. Feis stated that the Export-Import Bank is by law prevented 

from acquiring foreign securities. Dr. Feis inquired whether the 
situation would not be improved materially if it became known that 
the price of silver had been pegged at its present level. Mr. Monnet 
expressed doubt and stated “The shock has been too great.” 

Dr. Feis inquired whether the Chinese Government could force banks 
in China to cause the return of their silver exports. Mr. Monnet 
replied “what is gone, is gone.” | 

Dr. Feis inquired whether delayed delivery of silver purchases would 
prove helpful. Mr. Monnet replied that it would not as silver so pur- 

chased is earmarked and therefore out of circulation. 
Mr. Hornbeck stated that the American Government has repeatedly 

indicated its willingness to discuss the situation with representatives of 
the Chinese Government; that if any concrete plan is proposed by the 
Chinese Government it will receive careful scrutiny; and that statis- 
tical data and definite proposals have not been presented. Dr. Feis 
added that the silver policy of the United States is largely in the hands 
of the Treasury Department and the Federal Reserve Bank. 

Mr. Monnet, in taking his leave, stated that he would call at the 
Department next week and that in the meantime he would endeavor to 
obtain such additional facts and figures as might prove helpful in an 
attempt to clarify the situation. 

Note: Mr. Monnet handed to Mr. Hornbeck a copy of a self-explan- 
atory telegram (attached hereto **) dated December 20, which tele- 
gram contains a confidential message addressed to Mr. Monnet by Mr. 
T. V. Soong. 

893.515/367 : Telegram 

The Secretary of State to the Consul General at Shanghai . 
(Cunningham) ** 

Wasuineron, December 29, 1934—2 p. m. 

272. Your 596, December 19, 9 p.m. Please deliver to Arthur 
Young as coming from Hornbeck the following: 

* Not printed. 
“ Notation by the Economic Adviser: “Read to and approved by Mr. Coolidge, 

. Undersecretary of Treas[ury] Dec. 28/1934—H[rERperr] F[EIs].”
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“Reference your telegram for Hornbeck and Johnson: 
The silver policy of the United States, particularly its effects on 

the economy of China, has received and will continue to receive earnest 
consideration by the highest officials of the American Government and 
it is hoped that the procedure outlined in the text of the message from 
the Federal Reserve Bank of New York, which message was on Decem- 
ber 18 handed to the Chinese Minister here for transmission to the 
Central Bank of China, may prove helpful. Season’s Greetings.” 

Hoy 

893.515/376% 

The Secretary of the Treasury (Morgenthau) to the Secretary of State 

Wasuineton, December 31, 1934. 

My Dear Mr. Hot: In accordance with my conversation with you 
over the telephone I am sending you herewith a copy of. the memoran- 

dum which I submitted to the President this morning. I took this 
matter up directly with the President as it refers only to the price of 
silver. 

_ Iam also enclosing a copy of the message which will be handed to 
the Chinese Minister and which we will ask him to transmit at once 
to the Central Bank of China. 

Sincerely yours, H. Morcentuav, JR. 

[Enclosure] 

[ WasutineTon, | December 81, 1984. 

The Federal Reserve Bank of New York as fiscal agent of the United 
States requests the Chinese Legation in Washington to transmit the 
following cablegram to the Central Bank of China. 

“As fiscal agent of the United States for the purchase of silver, we 
beg to advise you that the program with reference to such purchase 
outlined in our cable to you of December 18, 1934 ** will, pursuant to 
Clause C in our cable of December 18, be deemed terminated one week 
after your receipt of the present communication. 

“We shall welcome an opportunity to discuss the whole matter with 
the representative mentioned in Clause D in our previous cable. 

Federal Reserve Bank of China [sic]” 

893.515 /378 

Memorandum by the Secretary of State 

[Wasuinoton,] December 31, 1934. 

The Minister of China called and stated that the one week’s notice 
that had been given him by the Treasury, to the effect that the recent 

*“ Not printed; however, the message mentioned below and printed herewith 

is President Roosevelt’s revision of this memorandum. 
* Yor draft of cable, see p. 457.
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silver arrangement between this government and that of China would 
be abrogated, was calculated to upset or dislocate the exchange and 
financial situation in certain important commercial centers of China; 

: that the inference would be that this government would probably make © 
some large purchases of silver with the results aforementioned; and 
that, therefore, he would be glad to get any assurance possible from 
this Government that no major silver-purchasing operations were in 
immediate contemplation. 

I replied that there was little I could say to him myself in addition 
to what he had learned at the Treasury; that I knew of nothing on 
which one might base a conclusion or a surmise that the Treasury was 
contemplating any immediate purchase of silver on a large scale, and 
the Minister might say that to his government if he should see fit; that 
if he should desire any further information during the coming days, 
I would be glad to cooperate with him to secure whatever the Treasury 
would be disposed to impart. 

C[orpett|] H[ vx] 

MEASURES TAKEN BY THE UNITED STATES FOR THE PROTECTION OF 

AMERICAN LIVES AND PROPERTY IN CHINA ®@ 

893.00/12630: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 10, 19384—5 p. m. 
[Received January 10—8: 50 a. m.] 

26. Reference Legation’s 20, January 8,2 p.m.” Following from 
Counselor Peck : © 

“January 9, 1 p. m. Your December 31, 3 p. m. An official 
of the Foreign Office has just called to inform the Legation in con- 
nection with its representations regarding bombing operations in 
Fukien that General Chiang *' has requested that the Foreign Office 
inform the Legationgs interested in affairs at Amoy and Foo- 
chow that military operations are reaching a critical stage during 
which there is a possibility that Amoy and Foochow may be bombed. 
In view of this possibility, General Chiang asks that instructions 
be telegraphed to American Consuls at those ports to advise American 
oil companies to place over tanks and buildings containing petroleum 
stocks pieces of white cloth at least 10 feet square bearing the Chinese 
characters “Mei Yu” or simply “Yu” meaning kerosene or oil. I 
promised to transmit this message immediately to the Legation and 

** Continued from Foreign Relations, 1933, vol. 111, pp. 525-558. 
* Not printed. 
° Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
*! Generalissimo Chiang Kai-shek, Chairman of the Chinese Military Council 

and Commander in Chief of the Army, Navy, and Air Forces.
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again reminded informant of the presence of large numbers of Ameri- 
can citizens at Kulangsu and Nantai as well as elsewhere in Amoy 
and Foochow. Repeated to Foochow and Amoy by land wire.” 

To insure its receipt by Consul at Foochow the Legation repeated 
message by Navy Radio through American warship at Pagoda 

_ Anchorage advising American naval vessel at Amoy. 
J OHNSON 

893.00/12638 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

PErrinG, January 18, 1934—6 p. m. 
| [Received January 13—10: 05 a. m.j 

33. The following telegram has been received from Vice Consul at 
Foochow: 

“January 13, 7 a.m. My Japanese colleague states that he has © 
received news confirming the defeat of the Nineteenth Route Army. 
Nineteenth Route Army soldiers have been retreating southwards 
through Foochow and Nantai Island last night and this morning. 
This retreat has been orderly. Reported that negotiations are under 
way looking to the peaceful taking over of Foochow by Nanking 
through the Navy. 

Japanese have landed an armed force estimated at between 300 and 
400 men on Nantai Island. Japanese Consul General advised con- 
sular body that he informed Eugene Chen » that this was to be done 
for the protection of Japanese lives and property and that Eugene 
Chen agreed. Chinese and foreigners generally feel that this action 
ensures the peace of Nantai Island and has eased the situation.” 

J OHNSON 

893.00/12641 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 15, 1934—6 p. m. 
| [Received January 15—8: 30 a. m.] 

37. Vice Consul at Foochow reports January 14, 4 p. m. that the 
Senior Consul has sent a message to the Doyen of diplomatic body 
as follows: | 

“Nineteenth Route Army has for last 2 days been retreating in 
orderly fashion toward south, but Nanking planes are now bombing 
line of retreat from Nantai Island to mainland and troops are return- 
ing to city, which will cause serious situation here. 

soa nister for Foreign Affairs in rebel regime set up at Foochow in November
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Please make urgent representations to Nanking Government to cease 
bombardment.” 

He further states that Admiral Chen Shao-kwan and Admiral Chen 

Chi-liang has arrived at Pagoda Anchorage; that their marines have 
so far been prevented from taking over Foochow; and that all rebel 
leaders reported to have left Foochow. 

Vice Consul also reports January 15, 9 a. m. that the British landed 
armed guard of 40 men on the 14th and that the U.S. S. Zulsa landed 
20 armed marines the morning of the 15th. 

J) OHNSON 

493.11 Skinsnes, Casper C./3 

The Acting Secretary of State to the Minister in China (Johnson) 

No. 1273 WasHINGTON, January 15, 1934. 

Srr: Reference is made to your despatch No. 2336 dated October 20, 
1933,3 in which you request the Department’s authorization to file a 
formal demand with the Chinese Foreign Office for the payment by 
the National Government of pecuniary losses sustained by Doctor 
Casper C. Skinsnes in connection with his efforts to procure the release 
of Reverend Bert Nelson, a missionary connected with the Lutheran 
United Mission at Sinyang, Honan, who was captured at Kwangshan, 
Honan, on October 5, 1930, by Chinese Communists then operating in 
Northern Hupeh and Southern Honan.™ 

According to the statements made by Doctor Skinsnes in a letter of 
October 5, 1938, addressed to American Consul General A. W. 
[W. A.] Adams, Hankow, China, Doctor Skinsnes has been indefati- 
gable in his efforts to obtain the release of the Reverend Mr. Nelson; 
that, after his failure to procure direct action by the Chinese military 
authorities at Sinyang and upon the appeal of the captive to procure 
his release by the payment of a ransom, arrangements were finally 
made for the captive’s release upon the payment of $5,000 Shanghai 
currency, part of which was to be in medical supplies and part in cash. 
The captive, who had been beaten and threatened, feared that he 
would be killed. The arrangement for the release of the captive on 
payment of a ransom was based upon a written agreement obtained 
from the communist headquarters by a go-between, Wei Koan Chi. 
Doctor Skinsnes states that, inasmuch as the Mission could not pay 

* Not printed. 
* For correspondence on this case, see Foreign Relations, 1930, vol. 1, pp. 197— 

222 passim; ibid., 1931, vol. 111, pp. 9384-977 passim; ibid., 1932, vol. Iv, pp. 470—- 
550 passim ; and ibid., 1933, vol. 111, pp. 526-558.
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the ransom, he borrowed the money on his own responsibility and 
obtained the necessary medical supplies, worth about $1,000, which 
were to be sent on with $2,000 in cash, the balance of $2,000 to be 
forwarded upon the successful termination of the first expedition. In 

view of the success of the go-between, Chi, in obtaining the necessary 
pass to enable his party to go through, he returned and obtained the 
other $2,000 in cash. With the money and the medical supplies and 
after obtaining an escort of three Chinese militiamen from the Chinese 
commander, Chiou Y joh, who asserted that he could not be respon- 

sible for the safety of the party unless he sent an armed escort with it, 
they proceeded on their way. When a considerable distance had been 
traversed, the escorting militiamen gave a signal, whereupon the 
party was surrounded by about ten or fifteen armed men of the local 
militia. They took the pass and tore it up, a small part of the medical 

supplies, and all of the money, amounting to $4,045. The militiamen 
insisted upon killing the ransom party, but, upon the pleading of the 
men, they apparently abandoned that intention and left with the 
stolen money. The ransom party then returned to Kwangshan and 
reported to the magistrate, Chen, who at once arrested the elder brother 

_ of Chiou Y joh, who was the real commander in that district. Ap- 

parently active steps were being taken by Magistrate Chen to try and 
punish the robbers who had been apprehended, but, before results 
could be obtained, he was succeeded by other magistrates who not only 
were dilatory in going on with the prosecution but who Doctor 
Skinsnes states were bribed to release the culprits. It appears from 
the letter of Doctor Skinsnes that the local authorities were furnished 
the names of the men who did the actual looting. He also states that 
efforts were made to have the Honan Government transfer the matter 
to Kaifeng in the belief that justice would be had if that was done. 

The record of this case in the Department shows that every appro- 
priate effort was made by the American consular and diplomatic offi- 
cials in China to bring about the release of the Reverend Mr. Nelson, 
but without avail. The record discloses a consistent apathetic attitude 
on the part of the local Chinese authorities, with the exception of : 
Magistrate Chen. This seems more or less to have been the attitude 
of the central authorities, although strong representations were made 
from time to time by the Legation to such authorities, who were sup- 
plied with complete information as to the course of local events in 
connection with the attempted payment of the ransom money. The 
statements of the Legation were supported by full details as supplied 
by the Mission party, the local inhabitants, the local gentry and the 
local authorities. 

The Department concurs in the belief of the Legation “that the 
only recourse remaining is compliance with the request of Dr. Skinsnes
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that a formal demand be made upon the National Government for an 
indemnity in an amount equal to the amount stolen by the local militia- 
men against whom the Chinese authorities refused to take appropri- 
ate action when in a position to do so”, and in the soundness of the 
Legation’s views, “that the money would have been recovered and the 
culprits punished had it not been for the venality of the local authori- 
ties and the unwarranted refusal of the provincial and national author- 

ities to take effective action”. 
The Legation is, therefore, authorized to bring this claim to the 

attention of the National Government in the sense of the foregoing 
and make a formal demand for an indemnity in the amount of $4,045.00 
Chinese currency. It may be that an informal discussion of the matter 
with the Chinese Foreign Office would possibly result in an amicable 
adjustment of the claim and thus obviate the necessity of presenting 
a formal demand for the payment of the money. However, the Lega- 
tion may use its own judgment regarding the appropriate course to 
pursue. 

Very truly yours, WILLIAM PHILLIPS 

893.00/12645 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 16, 1934—3 p. m. 
[Received January 16—7: 37 a. m. | 

41. The Vice Consul at Foochow reports January 15, 4 p. m., that 
he has been informed an agreement has been reached by which the 
Nineteenth Route Army continues to move southward, the Navy fa- 
cilitating the movements by furnishing ferryboats for crossing from 
Nantai Island to south bank of river. He reports January 15, 7 p. m., 
that Nationalist forces are said to be up the Min River 10 miles from 
Foochow; that firing from that direction was audible during the 
afternoon of that day; and that according to the United States ship 

| Tulsa at Pagoda Anchorage the Chinese steamer Hwaan arrived the 
15th with 3,000 troops. He further reports that he has been reliably 
informed that Tsai Ting-kai ® had requested Admiral Sah Chen-ping 
to assume responsibility for local situation as Tsai was leaving Foo- 
chow on the 15th. According to American sources Tsai was seen out- 
side of Foochow proceeding westward on horseback on the afternoon 

of the 15th. 

JOHNSON 

Chairman of the rebel government’s military affairs commission.
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893.00/12647 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

PEIPING, January 17, 1934—2 p. m. 
[Received January 17—1:30 p.m.] 

43. The Vice Consul at Foochow reports January 16, 4 p. m. that 

two Nationalist gunboats and Nationalist marines arrived early that 
morning; that these marines landed after an exchange of fire with 
remnants of the Nineteenth Route Army and are now in control at 
Foochow; that Nationalist troops from up the Min River entered 
Foochow the same day; that all Nineteenth Route Army soldiers are 
believed to have withdrawn from Foochow and Nantai Island with the 
exception of a few stragglers, sick and wounded; and that Nationalist 
flag is again flying at Foochow. He further reports that American 
marines returned to U.S.S. Z'ulsa afternoon of the 16th and that 
the Consuls concerned intend to have the British and Japanese landing | 
parties withdrawn on the 17th if warranted by conditions. 

JOHNSON 

393.1163/672 

The American Minister in China (Johnson) to the Chinese Acting 
Minister for Foreign Affairs (Wang Ching-wei)® 

No. 720 Pripine, March 3, 1934. 

Eixcettency : I have the honor to refer to my Atde-Mémoire of July 
81, 1931," and to various other communications addressed to the Min- 
istry of Foreign Affairs on the subject of the forcible occupation and 
violation of American missionary property in various parts of China 
by armed forces under the direct control of the Chinese Government, 
and to invite Your Excellency’s attention to the serious proportions 
to which this problem has developed in the Province of Fukien since 
the arrival there of the armies of the National Government. 

The forcible occupation by certain armies of the National Govern- 
ment of American-owned mission property or of property used by 
American missionary societies to carry on their missionary work in six 
places in Fukien has been brought officially to my attention. In the 
Futsing District where an inspection has been made by an American 
member of the Methodist mission various chapels, middle schools and 
parsonages in the towns of Yiiki, Lungtien, Hunglu and Polan have 

*° Copy transmitted to the Department by the Minister in China in his despatch 
No. 2588, March 10; received April 9. 

” Foreign Relations, 1931, vol. 111, p. 972.
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at different times been occupied by the 36th, 87th and 88th Division 
without the consent or approval of the American missionary author- 
ities. In some cases occupation was characterized by much wanton 

and uncalled-for destruction of property. At Polan doors were torn 
off buildings and used for firewood or beds. At Hunglu nothing is 
left but the walls of the church and parsonage and a few of the church 
benches. Property at Yitiki and Lungtien has also suffered damage 
as a result of occupation, and at the latter place soldiers entered the 
property of the Ming I school and carried off tables and chairs for use 
at the Headquarters of the Special Detachment. 

At Kienyang the American Dominican Order has reported the 
forcible occupation of its mission station by military units under the 
command of General Liu Ho-ting, commander of the 32nd Division 
(formerly the 56th Division) with damage to the property and inter- 
ference with the work of the mission. The same Order has reported 
the forcible occupation of its mission station at Kienou by a com- 
munications unit under the command of General Yii Fei-peng, under- 
stood to be Political Vice-Minister of Communications. In these two 
cases even the bedrooms of the American priests were forcibly occu- 
pied. I have also heard of the forcible occupation of American mission 
property in other parts of Fukien Province by National Government 

| troops, but as American missionaries have not yet returned to their 
stations to make investigations details are still lacking. 

The forcible occupation of American mission property in Fukien 
has in almost every case resulted in personal inconvenience to Ameri- 
can missionaries, interference with their missionary work, and con- 
siderable financial loss to both missionaries and missionary organiza- 
tions through destruction or removal of property. 

I cannot but express surprise at the continued disregard of Ameri- 
can property rights by armed forces under the direct control of the 
National Government, especially in view of the assurances repeatedly 
given that the American rights would be respected. The frequency 
with which the occupation of American mission property in Fukien 
was, and, I am inclined to believe is still being undertaken by un- 
disciplined troops of presumably responsible units of the armies now 
in occupation of that Province indicates that it is deliberately done. 
I wish, therefore, to state in advance that I am unable to accept the 
usual excuses put forward by commanding officers in justification 
of such conduct. Needless to say, the property in question was not 
damaged in actual fighting, nor during the period when the province 
was under the effective control of the 19th Route Army whose soldiers 
in almost all cases respected property rights and in so doing won 
for themselves an enviable reputation among Chinese and foreigners 

alike.
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I am informed that the notable observance of property rights by the 
soldiers of the 19th Route Army was accomplished by the issuance 
and enforcement of strict orders by the responsible leaders of that 
Army and by providing severe punishment for violation of the orders. _ 
Prompted by a desire permanently to remove this source of friction, 

I have the honor to request that Your Excellency, who I assume is 

equally interested, bring the seriousness of this problem of the forcible 
occupation of American missionary property to the attention of the 
Military Council with a view to the issuance and enforcement by it 
of equally strict orders in the armies under its control in the Province 
of Fukien and elsewhere. 

I have the honor also to request, as a matter requiring immediate 
action, that urgent and effective instructions be issued to the command- 
ers of the military units concerned for the immediate evacuation of 
the American Methodist mission property at Ytiki, Lungtien, Hunglu 
and Polan in the Futsing District of Fukien and of the American 
Dominican Mission stations at Kienyang and Kienou, Fukien. 

In case either of these American missionary societies wishes to be 
indemnified for the losses sustained by them as a direct result of the 
forcible occupation of their premises by soldiers of the National 
Government, I must reserve for them all rights to such indemni- 
fication. 

I avail myself [etc. | Netson TRUSLER JOHNSON 

493.11 Skinsnes, Casper C./4 

The Minister in China (Johnson) to the Secretary of State 

No. 2586 Perrine, March 13, 1934. 
[Received April 9. ] 

Sir: I have the honor to refer to the Department’s instruction No. 
1273, of January 15, 1934, relative to securing payment by the Na- 
tional Government of pecuniary losses sustained by Doctor Casper C. 
Skinsnes in connection with his efforts to procure the release of Rev- 
erend Bert Nelson, who was captured by Chinese communists in Honan 

in 1980, and to enclose herewith copies of my communication to the 
Counselor of Legation, Nanking, of February 16, 1934, and his reply 
thereto of March 6, 1934." It will be noted that in the memorandum 
of his conversation with the Director of the Department of European 
and American Affairs Mr. Peck states that this official informed him 
that the latest information received from the provincial authorities 

8 Hinclosures not printed,
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in this case was that they would recover the money. Should this 
optimistic statement be fulfilled the Department will be informed im- 
mediately, as it will be of any progress in this case.” 

Respectfully yours, Nertson TrRusLER JOHNSON 

393.1163 Am 32/68 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, July 20, 1934—6 p. m. 

291. Department’s 216, July 18, 5 p. m. 
1. Dr. Robbins, foreign secretary of the mission, called today and 

discussed case with officers of the Department. He stated orally that 
he would (a) send a telegram to the mission at Bana instructing 

William M. Young to leave China at once and (0) instruct Vincent 
Young to refrain from corresponding with British authorities in 
Burma and from making lengthy trips into the interior during the 
present disturbed period and until some of the agitation against the 

mission has died down. 
2. Dr. Robbins stated also that he would write to Dr. Herman Liu, 

President of the Shanghai (Baptist) University, who is familiar with 
the past history of this case, asking that he intercede with his friends 
among the Chinese officials at Nanking to the end that the work of the 
mission might be continued under the direction of Vincent Young. 

38. Dr. Robbins also stated that the mission would welcome a 
thorough investigation of this case by a responsible Chinese official for 
the purpose of verifying or disproving the charges which have been 
raised against the mission. He would prefer a joint investigation by 
both Chinese and American officials. The Department, however, did 
not give encouragement to that suggestion on account of the inac- 
cessibility of the region where the mission is situated and on account 
of the fact that, even if the results of such an investigation were favor- 
able to the mission, it would probably not remove the friction existing 
between the local officials and the present members of the mission. 

4. In reply to the communication which the Legation has received 
from the Ministry of Foreign Affairs, the Legation should inform it of 
the action which the home office of the mission has stated that it would 

°The Minister in China in his despatch No. 311, March 14, 1936 (493.11 
Skinsnes, Casper C./5) reported the payment on February 19, 1936, by the Chinese 
Government of $4,000 Chinese currency in settlement of this claim, while at the 
same time reserving the question of responsibility in the matter. 

© This telegram reported: “The Department is expecting a call on July 20th 
by a representative of the American Baptist Foreign Mission Society in regard 

to the Youngs.”
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take, and should state that, following conference with a responsible 
official of the mission in the United States, the Department believes 
that the sole purpose of the mission as such is to carry on missionary 
work in accordance with the provisions of the treaties between the 
United States and China, and that there has not been deliberate intent 
on the part of the mission to interfere in the political affairs of China. 
You should then request that the Chinese authorities telegraph the 
local authorities, directing that they accord protection to the members 
of the mission and to the native Christians in accordance with the pro- 

visions of Article 14 of the Sino-American Treaty of 1903. 
5. Inform Yunnanfu and keep Department informed in regard to 

developments. 
. Hou 

893.00/12776 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 2, 19384—5 p. m. 
[Received August 2—2: 50 p. m.] 

334. Legation has sent following telegram to the Commander in 

Chief of the United States Asiatic Fleet: 

“August 2,4 p.m. Following three telegrams have been received 
from the American Consul at Foochow: 

‘August 1, 2 p. m. Provincial government source confirms that communist 
bandits numbering between 1,000 and 2,000 have reached the Min River just above 
Shuikow which is half way between Yenping and Foochow. Also that Commu- 
nists have surrounded Yuki which is 40 miles south of Yenping. Telegraph line 
between Foochow and Yenping cut. 

Chinese authorities assert that Americans in Yenping, Kienningfu and Kien- 
yang are not in danger. 

Foochow not thought to be endangered for the present at least. 

August 2,1a.m. Japanese Consul General informed consular body tonight that 
Chairman Chen Yi advised him that Shuikow fell to Communists at 5 p. m., August 
1st. Japanese Consul General also said that at midnight tonight some Communists 
had already reached Paisha, which is on Min River approximately half way 
between Foochow and Shuikow. 

August 2,10 a.m. In view of the uncertainty of the situation and the desir- 
ability of having a sure means of communication I think the presence of a United 
States naval vessel at Foochow highly desirable. My Japanese, French and 
British colleagues have also requested naval vessels.’ ”’ . 

2. Legation agrees with Consul as to desirability of presence of 
American naval vessel at Pagoda Anchorage. 
Foochow informed. 

J OHNSON 

| * Signed at Shanghai, October 8, 1903, Foreign Relations, 1903, p. 91.
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893.00/12777 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perpine, August 3, 1934—3 p. m. 
[Received August 3—9:35 a. m.] 

837. Reference the Legation’s telegram No. 334 of August 2, 5 p. m., 
Commander in Chief of the United States Asiatic Fleet informs me 
that he has ordered U. 8. S. Sacramento to proceed immediately to 
Pagoda Anchorage. Foochow informed. J 

OHNSON 

393.11/1682 

The Minister in China (Johnson) to the Secretary of State 

No. 2921 Prreine, August 17, 19384. 
[Received September 24. | 

Sir: I have the honor to enclose for the Department’s information 
a copy of my personal letter of July 17, 1934,” to General Ho Ying- 
chin, Chairman of the Peiping Branch Military Council, with refer- 
ence to a rather ambiguous reply made by him to a letter from Consul 
Atcheson at Tientsin in regard to steps which had been taken more 
adequately to protect American citizens sojourning or traveling in 
the Western Hills and other districts not far removed from Peiping. 

There is also enclosed a copy of General Ho’s personal reply * which 
clarifies the ambiguity contained in his letter to Consul Atcheson 
and gives assurance that effective measures have been taken to insure 
such protection of American citizens. 
From personal observation I am aware that, as a result of General 

Ho’s orders and those of General Yu Hsueh-chung, the Provincial 
Chairman, the Western Hills area is now policed in a seemingly very 
effective manner with numerous patrols etc., which policing, it is 
hoped, will go far toward obviating a repetition of incidents such as 
the recent one which resulted in the death of Dr. J. H. Ingram ® at 
the hands of local bandits, five of whom paid the death penalty on 
August 14th. 

Respectfully yours, Netson TrustER JOHNSON 

893.00/12798 : Telegram 

The Vice Consul at Foochow (Burke) to the Secretary of State 

Foocuow, August 27, 1984—11 a. m. 
[Received August 27—9: 30 a. m.] 

My August 21,9 a.m. Reliably reported that there are no Kiangsi 
Communists in the Yungtai district. River traffic to Yenping is now 

? Not printed. 
8 American medical missionary.
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open but merchants hesitate to ship cargo. Kiangsi Communists in 
Northeastern Fukien are reported to have been reduced to a small 
group. 

Presence of United States naval vessels not considered absolutely 
necessary but one should be ready to return to Foochow immediately. 

Repeated to the Department and Nanking. 

BurKE 

893.1163 Am 32/74: Telegram 

The Minister in China (Johnson) to the Secretary of State 

PrrpPrne, September 138, 1934—9 a. m. 
[Received September 14—9: 15 a. m.] 

418. Reference despatch No. 198, July 19, 1934 from Consulate 
at Yunnanfu ** concerning activities of William M. Young and his 
two sons of American Baptist Mission in Lantsang District, Western 
Yunnan. In despatch of yesterday’s date * Legation has reviewed 
case and earnestly suggested that during the presence in the United 
States on furlough of Harold M. Young the Department seek to 
bring emphatic pressure upon Baptist Foreign Mission Society and 
upon Young in person to play full part in terminating extra treaty 
activities of the Youngs in the district where they work. Unless 
Young plans to leave the United States at an early date for return 
to mission station the Legation suggests that the Department await 
receipt of Legation’s despatch of September 12th before com- 
municating with mission. 

2. Foreign Office note of August 12 [7] ® reiterates former and ad- 
ditional charges against William M. Young and his two sons and 
renews request that they be-ordered to leave China. Note also specif- 
ically charges Harold Young with consulting in person with cer- 
tain “ambitious politicians of India plotting to conquer wild Kawa 
territory” in the disputed zone along the Yunnan-Burma [border ? ] 
with transmitting mineral specimens to Rangoon, et cetera. Lega- 
tion’s despatch discusses such charges. Latest report from American 
Consulate at Yunnanfu expresses its opinion that question of per- 
sonal safety and protection of missionaries is for the time being 
satisfactorily resolved. Legation is convinced that such situation 
is but temporary unless William M. Young has left Yunnan in re- 
sponse to the promised instructions of his mission board. If the 
board has not yet received assurances that William Young has left, 
it is urged that measures be taken by board to ensure that he departs 

* Not printed.
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from Yunnan and that his sons strictly confine themselves to mis- 
sionary work as clearly defined by the treaties failing which they too 
should be ordered removed from China. 

J OHNSON 

893.00/12832 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perprna, October 10, 1934—5 p. m. 
[Received October 10—11:30 a. m.] 

460. Legation’s 455, October 9, 11 a.m. Following from Consul 
at Yunnanfu: 

“October 9,6 pm. With reference to my telegram October 8, 11 
a. m., 1t is reported by China Inland Mission that [¢n?] Kweichow, 
two British subjects and one who may be Swiss, have been seized by 
Communists at Kiuchow and carried off toward Szechwan. Mis- 
sion secretary [at] Yunnanfu has telegraphed that if there is a pos- 
sibility of communist occupation British Consul General [at] Yun- 
nanfu urges immediate evacuation and has so informed British Lega- 
tion. If reports in Yunnanfu are to be believed a serious danger 
is imminent and the evacuation of all foreigners from Kweichow will 
be advisable. Smith * who arrived yesterday afternoon from Kwei- 
chow suggests that if communist menace becomes much more serious 
missionaries should concentrate at Anshun from which place evacua- 
tion by way of Kwangsi or Yunnan is possible. Road to Chungking 
from Kweiyang believed to be unsafe and Kwangsi Road may be ob- 
jective of Communists in which case evacuation by way of Kwangsi 
only feasible by bus and with military protection which might be 
difficult to obtain if Communists were closely pressing provincial 
troops. Depending upon developments Yunnan may be the only safe 
route of evacuation if such becomes necessary. 

Canton is being informed.” 

The Legation has instructed the Consul General at Canton as 
follows: 

“October 10, 4 p. m. Reference Yunnanfu’s message concerning 
situation in Kweichow. Legation suggests that, in view of apparent 
serious character of communist menace, you consider recommending 
to Americans in Kweichow Province the desirability of withdrawing 
promptly from threatened areas before means of communication are 
interrupted.” 

ee Gauss 

* Not printed. 
* Horace M. Smith, Vice Consul at Canton, on leave.
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893.00/12835 : Telegram 

The Consul at Canton (Paxton) to the Secretary of State 

Canton, October 14, 1934—2 p. m. 
[Received October 14—10: 20 a. m.] 

With reference to the Legation’s October 10, 5 [4?] p. m.® and Bal- 
lantine’s October 10, midnight © regarding evacuation from Kweichow, 
I have received a telegram in reply to his stating that Americans are 
withdrawing from eastern and northern stations, women and children 
leaving Kweiyang. Concentration at Anshun and Tuhshan. Repeated 
to the Department, the Legation, Nanking and Hankow. Yunnanfu 
briefly informed. 

PAxTON 

893.00/12840: Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrpine, October 17, 1934—2 p. m. 
[Received 3 p. m. | 

472. Legation’s 463, October 12,9 a.m.” Following from Yunnanfu: 

“October 15, 4 p.m, Referring to Canton’s telegraphic report of 
China Inland Mission concentration at Anshun and Tushan, evacuation 
appears imminent. 

In view of the probable danger to American lives and property if 
evacuation of missionaries becomes necessary Vice Consul Smith, on 
leave status, has remained Yunnanfu awaiting developments or possi- 
ble orders from the Legation. 

During Smith’s Kweichow visit missionaries intimated that in case 
of evacuation presence of a consular officer would be required to 
secure adequate protection and necessary Government aid in arranging 
for transportation as well as the use of the Army wireless apparatus 
which may be the only means of communication by consuls, and to 
secure cooperation between scattered groups of missionaries. Smith 
believes there is a great danger of Kweichow chairman’s army turning 
communist if faced by strong force. After interviews with the Kwei- 
chow leaders Smith agrees with the missionaries and believes there is 
great difficulty for even a consular officer to obtain real assistance from 
leaders in an emergency although he thinks that local authorities 
may assist more effectively in the presence of a consular officer who 
might also prevent friction between missionary groups. 

*® See telegram No. 460, October 10, 5 p. m., from the Chargé in China, supra. 
Not found in Department files. Joseph W. Ballantine, Consul General at 

Canton, had been assigned to Mukden and relinquished his duties at Canton 
October 11, 1934. 

“It stated: “Canton Consul General reports having taken action suggested.” 
(893.00/12833. ) 
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British Consul General [at] Yunnanfu informs me neither he nor 
his noncareer assistant are in a position to go to Kweichow. 

In an interview this afternoon Chairman Lung Yun stated that in 
his opinion American citizens are unsafe in Kweichow and should 
be advised to evacuate during the unsettled situation. He considered 
motor road to Kwangsi dangerous for foreigners and recommended 
evacuation through southwest Kweichow and Yunnan, assuring me 
that he is prepared to take steps to ensure safety of Americans 
evacuating in Yu Kuo-tsai’s territory ™ and Yunnan. If it becomes 
necessary that a consular officer go to Kweichow to assist evacuation 
Smith could reach Kweiyang in 7 days by double staging. In view 
of these circumstances it may be desirable that the request in my tele- 
gram of October 15, 11 a. m. be disregarded. Repeated to Canton.” 

The Legation instructed as follows: 

“October 17,2 p.m. Your October 15,4 p.m. The Legation per- 
celves no reason why Smith should proceed to Kweiyang. It is of 
the opinion that if the menace to the safety of Americans in Kweichow 
is aS serious as reported in your report then they should evacuate the 
Province immediately and should not delay their withdrawal to await 
the arrival of a consular officer whose assistance admittedly would be 
of but limited value. 

Repeated to Canton and Department. 
Reference penultimate sentence of your telegram the Legation 

believes that you should plan to await arrival of your successor.” 

Also following telegram has been sent to Counselor of Legation at 
Nanking: 

“October 17,2 p.m. Please address a formal note to the Minister for 
Foreign Affairs expressing the Legation’s concern because of reports 
to the effect that the safety of Americans residing in Kweichow Prov- 
ince is being menaced by the activities of communist forces and 
express the hope that adequate measures will be taken to protect the 
lives of such Americans and to facilitate their withdrawal from threat- 
ened areas should such action become necessary.” 

Gauss 

. 893.1163 Am 32/84 

The Secretary of State to the Chargé in China (Gauss) 

No. 1515 Wasuineton, November 19, 1984. 

Sir: Reference is made to the Legation’s despatch No. 2973, of 
September 12, 1934, with enclosed copy, in translation, of a note dated 
August 7, 1934, from the Ministry of Foreign Affairs, and to the Lega- 
tion’s telegram No. 466 of October 13, 1 p. m.,” in regard to the al- 
leged plots against the lives of American missionaries and the perse- 

™ In Kweichow. 
” None printed.
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cution of native converts of the American Baptist Mission in south- 
western Yunnan, stating that the Ministry of Foreign Affairs requests 
that the Reverend William M. Young and his two sons, Harold and 
Vincent, be withdrawn from China. Reference is also made to Yun- 
nanfu’s despatch No. 206 of September 28, 1934, to the Legation,” 
reporting the issuance of a proclamation by the Yunnan provincial 

government in the matter of religious liberty and non-interference 
with the work of the American Baptist Mission. 

The Department informed Dr. J. ©. Robbins, Foreign Secretary of 
the American Baptist Foreign Mission Society, New York, of perti- 
nent parts of the Legation’s despatch No. 2973 of September 12, 1934, 

and forwarded to him a copy, in translation, of the note from the 
Ministry of Foreign Affairs, together with copies of five enclosures 
thereto in which are set forth charges of the Chinese authorities 
against Mr. William M. Young and his two sons. 

Dr. Robbins called at the Department on November 7, 1934, to dis- 
cuss the difficulties in which the mission finds itself and a copy of 
memorandum of the conversation which took place on that day is 
enclosed * for the information of the Legation. It will be noted that 
Dr. Robbins stated that, subject to the approval of the mission board, 
he would instruct Vincent Young to keep the local Chinese authorities 
informed of the general policies of the mission; advise Vincent Young 
to refrain from concerning himself with or appearing to countenance 
the destruction of idols and altars and to refrain from suggesting or 
supporting in any way the refusal of the Christians to make donations 
for the upkeep of village property; endeavor to send a new family 
to the mission station at Bana to assist Mr. Vincent Young and eventu- 
ally to take over his duties if that became necessary in the interest 
of the mission work; endeavor to keep Harold Young away from 
Yunnan until such time as the relations of the mission with the 
Chinese authorities had materially improved; and suggest to the mis- 
sion the advisability of its undertaking some practical welfare work 
among the Chinese and being more assiduous in cultivating them than 
has been done in the past. It is believed that Dr. Robbins fully appre- 
ciates that, unless the relations of the mission with the local Chinese 
authorities are appreciably improved, the mission will find it difficult. 
to continue its work in that field. 

In view of recent developments in the case, particularly the re- 
ported intention of Mr. William M. Young to leave Yunnan early in 
November 1934 and the issuance by the provincial government of 
Yunnan of a proclamation in regard to religious liberty and non- 

* Not printed.
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interference with the work of the American Baptist Mission, it is 
suggested that the Legation, if it perceives no objection, refrain from 
further communicating with the Foreign Office in regard to this case 
unless new developments arise requiring further representations or 
the Foreign Office persists in pressing for the withdrawal of all the 
Youngs from China. The Department’s suggestion is based upon the 
conclusions of the Vice Consul at Yunnanfu, given in his despatch No. 
206 of September 28, 1934, to the effect that provided Mr. William 
M. Young is withdrawn from China and the missionaries restrict 
their activities and those of the mission within treaty limits, there is 
every likelihood that no further agitation against the mission will 
occur.” 

It is desired, of course, that the Legation continue to keep the De- 
partment currently informed of any developments that may occur. 

Very truly yours, For the Secretary of State: 

Witi1aAM PHILLIPS 

893.00/12868 : Telegram 

The Chargé in China (Gauss) to the Secretary of State . 

Prrerne, November 20, 1934—4 p. m. 
[Received November 20—6: 25 a. m. | 

532. Reference Legation’s 514, November 8, 3 p. m.,” following has 
been received from the Consul General at Hankow: 

“November 20, noon. In view of capture of Yungshun northwest- 
ern Hunan by Ho Lung and his advance on Yuanling have advised all 
Americans in western Hunan to evacuate. Americans have returned 
to Chenhsien southern Hunan since main body of Reds has moved 
further west and there are now some 15,000 troops in that city.” 

Gauss 

893.1163 Am 82/87 

: The Chargé in China (Gauss) to the Secretary of State 

No. 3155 Perpinc, November 23, 1934. 
[Received December 15. ] 

Sir: I have the honor to refer to the Legation’s telegram No. 466 
of October 18, 1 p. m.,’7 concerning the above-mentioned subject,” 

The Department in its No. 1533, December 7, 1934, informed the Chargé that 
the Board of Managers of the American Baptist Foreign Mission Society, at a 
meeting held November 19-21, 1934, decided not to return the Reverend and Mrs. 
Harold Young to China (398.1163 Am 32/85). Rev. William M. Young, mean- 
30/98) had left Yunnan for the United States on November 1, 1934 (393.1163 Am 

Not printed. 
® Reference to the Young case in Yunnan.
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and to enclose for the information of the Department a translation 
of a formal note, dated September 22, 1934, from the Ministry of 
Foreign Affairs to the Legation, together with a copy of the Lega- 
tion’s reply thereto, dated November 23, 1934.” 

The Department will note that I have informed the Ministry of 
Foreign Affairs that I have referred the matter to the Department 
for instructions, but that I feel constrained to point out that the 
Legation cannot accept the Chinese Government’s denial of respon- 
sibility for the protection of the American missionaries in question. 
I have therefore again requested that the Chinese authorities con- 
cerned be instructed fully to protect the lives and property of these 
American missionaries, as well as their legitimate missionary activ-. 
ities, in accordance with the appropriate treaty provisions. 

The text of the proclamation issued under the seal of the Yunnan 
Provincial Government, mentioned in my note to the Foreign Office, 
was forwarded to the Department under cover of a despatch, No. 
231, dated September 28, 1934, from the American Consul at Yun- 
nanfu to the Department.” 

Respectfully yours, C. E. Gauss 

393.1111 Stam, John C./1: Telegram | . 

The Consul General at Nanking (Peck) to the Secretary of State 

, Nanxine, December 12, 1934—10 a. m. 
[Received December 12—4: 07 a. m.] 

81. Reliable information just received that John Cornelius Stam 
and his wife and infant were captured by communist bandits at Tsing- 
teh, southern Anhwei within last few days. Stam registered Nan- 
king under date of February 6, 1934. Urgent representations have 
been made to the Anhwei Provincial Government and to the National 
Government to take immediate steps for release. 

Repeated to Legation. 
PrEckK 

393.1111 Stam, John C./8: Telegram 

The Acting Secretary of State to the Chargé in China (Gauss) 

Wasuineton, December 138, 1934—1 p. m. 

384. Nanking’s 84, December 18, 7 p. m.,® reporting that the bodies 
of Mr. and Mrs, Stam have been found but that the baby has not been 
found. . 

” Neither printed. 
© Not printed.
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Department assumes that Legation will make immediate representa- 
tions to the Chinese Government expressing this Government’s deep 
concern, and requesting that prompt and vigorous steps be taken to 
effect the rescue of the child, if alive, and to apprehend and punish 
the culprits in accordance with law. 

Report by telegraph. 
Department has informed Stam’s father of Nanking’s telegram. 

PHILIPS 

393.1111 Stam, John C./7: Telegram 

The Consul General at Nanking (Peck) to the Secretary of State 

Nanxinea, December 14, 1934—9 a. m. 

[Received December 14—8:35 a. m.] 

85. My 84, December 13, 7 p.m.” Following message from Com- 
mander of the U. S. 8. Monocacy received this morning: 

“Mr. and Mrs. Stam and infant child United States nationals were 
kidnaped during communist raid at Tsingteh 70 miles south of Wuhu 
on Friday 7 December. Official report received at Wuhu from Pro- 
vincial Government, Anhwei, at 2 p. m. today, Thursday; that (both) 
of parents have been murdered and their bodies recovered at Miaoshow, 
2 miles west of Tsingteh. 

Child still missing. Foreigners apprehensive due to activities of 
Communists, spies and assassins in Wuhu. Also communist assassin 
made attempt on life of local Chinese magistrate and was executed 
Monday 10 December.” 

Repeated to Legation. , 
Prck 

393.1111 Stam, John C./11: Telegram 

The Consul General at Nanking (Peck) to the Secretary of State 

Nanxine, December 14, 1934—3 p. m. 
[ Received 3:52 p. m.] 

86. My 85, December 14, 9 a. m. 

1. Vice Consul Jenkins ® reached Wuhu December 18, 4 p. m. and 
returned to Nanking December 14, noon. At Wuhu he interviewed 
American missionaries and officers of the U.S. S. Monocacy. I have 
suggested that Monocacy remain at Wuhu until December 16, 8 a. m. 

2. Among other items of evidence Jenkins has brought back copy 
of a letter dated December 13, from the superintendent of the second 
administrative district of Anhwei residing at Takacheng to Birch * of 

* Not printed. 
*® Douglas Jenkins, Jr., Vice Consul at Nanking. 
* George A. Birch, Canadian missionary at Suancheng, Anhwei.
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the China Inland Mission indicating that the superintendent had 
been informed by Birch orally of the capture of the Stam family and 
that the superintendent had telegraphed the Provincial Chairman then 
at Chihle in asking that rescue measures be taken. The reply from 
the Provincial Chairman to the superintendent dated December 11 
stated that the Chairman immediately ordered troops to take every 
possible step towards rescue but that he had received a telegram dated 
December 8 before midnight stating that the “Kiangsi bandits” were 
defeated that noon and Miaoshou recaptured and that the bodies of 
Stam and his wife were found on the battlefield. The local authorities 
had been ordered to encoflin the bodies and take steps to find the child. 
The Provincial Chairman added that he was reporting the matter to 
Chiang Kai-shek and was issuing orders that every effort be made to 
rescue the infant. 

3. Jenkins also brought back copy of letter dated December 8 mailed 
at Tsingteh from Stam’s cook which stated that the Peace Preserva- 
tion Corps and local militia attempted to defend Tsingteh from “Red 
bandits” who attacked the city on December 6, 10 a. m. and easily 
entered subsequently looting the city one day and one night. Several 
score of Chinese captives were carried away. 

Prck 

893.1111 Stam, John C./15 : Telegram 

The Consul General at Nanking (Peck) to the Secretary of State 

Nanxine, December 17, 1934—1 p. m. 
[Received 4:10 p. m.] 

89. My December 14, 3 p. m. 
1. I regarded it as most important that the bodies of Mr. and Mrs. 

Stam be brought back in dignified way to Wuhu for identification 
and burial and on December 14, 4 p. m. I telegraphed Chairman of 
the Anhwei Provincial Government then understood to be at Tunki 
as follows: 

“Your telegram December 18. China Inland Mission reports that 
the bodies of the American missionary Stam and his wife have been 
found. I request that their bodies be sent to Wuhu for identifica- 
tion and that investigations be made regarding the fate of their 
child aged 8 months and rescue be effected. Please reply.” 

IT also informed mission at Wuhu regarding this telegram. Decem- 
ber 14, 11 p.m. I received telegram from the mission that the baby 
was safe at Wuhu. 

2. December 15, 2 p. m. I sent a note to the Foreign Office as directed 
in a telegraphic instruction from the Department transmitted in the 
Legation’s December 14, 10 a.m. December 15, 11 a. m. I received
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a letter from the Foreign Office transmitting a telegraphic report 
from the Anhwei Provincial Government dated December 138 con- 
firming information regarding finding of the bodies (see paragraph 
2, my December 14, 3 p. m.). 

38. Radio from the Monocacy [at] Wuhu dated December 16, 
8 a.m. transmitted report that Hanna ® had obtained assurance from 
the Chinese authorities at Suancheng on December 14 that the bodies 
would be transported to Wuhu by military truck arriving on the 
17th or 18th. Another message same source and date read as follows: 

“Upon as complete investigation as practicable it was established 
that Mr. and Mrs. Stam were beheaded just outside Miaoshow and 
bodies left lying. Mr. Lo, a Chinese Christian evangelist following 
day placed bodies in coffins but was unable to move them. Mr. Lo 
then carried baby to Mr. Birch, a missionary at Suancheng. Both 
then brought baby to Wuhu. Mr. Hanna of China Inland Mission 
has made arrangements to have bodies brought to Wuhu, probable 
time of arrival 17 or 18 December.” 

4, December 16, 4 p. m. I have received following telegram from 
Hanna at Wuhu dated December 16, (?) p. m.: “Message from Suan- 
cheng, ‘Trouble prevents removal bodies. Kohfield *.’ ” 

5. Consul Atcheson ®’ left Nanking by motorcar December 17, 10 
a. m. with clerk Hsi ®* under my instructions to proceed to Wuhu 

and if necessary Suancheng and Tsingteh in order to collect addi- 
tional information regarding all aspects of the capture and death of 
the Stams, take charge of belongings if any, bring bodies to Wuhu 
and represent the Consulate General at the burial. I have telegraphed 
the Anhwei provincial authorities concerned regarding his mission. 

6. Shanghai papers of December 16 report that letters written by 
Stam following his capture have been sent to C. E. Scott,®® Tsinanfu, 
and I have requested Consul Stevens™ by telegraph to send me cer- 
tified copies. 

7. I have telephoned to the Foreign Office regarding mission of 
Atcheson and have been told that the Foreign Office has telegraphed 
instruction to Semoc [Kuangson Young?] to be constituted the 
Ministry’s special representative at Hankow to proceed to Wuhu 
to collaborate with the provincial authorities in this case. Repeated 
to the Legation. 

PrEcK 

*'W. J. Hanna, Canadian superintendent at Wuhu of the China Inland Mission. 
_ KA. Kohfield, American missionary at Tunki, Anhwei. 

*" George Atcheson, Jr., Consul at Nanking. 
* Hsi Rwen, Chinese interpreter at the American Consulate General, Nanking. 
* Charles E. Scott, American missionary, father of Mrs. Stam. 
*° Harry E. Stevens, Consul at Tsinan.
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893.00/12896 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prtrina, December 18, 1934—3 p. m. 
| [ Received 3: 20 p. m. | 

581. Following telegram was sent by Peck on December 17th to 
commander of Yangtze patrol and repeated to Legation for in- 
formation. 

“Consul Atcheson stationed temporarily at Wuhu reports by tele- 
phone that supervising magistrate at Suancheng stated this morning 
that there are 6,000 well-armed Communists in southern Anhwei mov- 
ing north. Tsingteh was recaptured December 15th. Fighting has 
been going on at Maolin today and Kinghsien may be taken tonight. 
If Government troops prevent Communists from entering Kinghsien 
they probably will head for Wuhu and the magistrate strongly recom- 
mends that foreigners around Wuhu concentrate there. Consul states 
that United States naval vessel at Wuhu would greatly reassure 
American citizens. I request that if possible vessel be stationed at 
Wuhu until advised emergency is over.|”’] 

Gauss 

893.00/12895 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prrrine, December 18, 1934—5 p. m. 
[Received December 18—10:35 a. m.] 

583. Reference Legation’s 581, December 18, 3 p.m. Following has 
been received from Peck at Nanking: 

“December 18, 11 a. m. 
1. In response to my request that naval vessel be sent to Wuhu 

Panay left Nanking December 18, 6 a.m. No American vessel here 
now. 

2. All American citizens in southern Anhwei now reported to be in 
Wuhu with possible exception of Olson family at Tatung on the 

angtze. | 
3. I have telephoned to the Foreign Office substance of my radio 

message to commander of the Yangtze patrol of December 17, 11 p. m. 
which was repeated to the Legation and have asked for confirmation 
thereof and for information concerning measures taken to meet 
possible emergency at Wuhu.” 

GAUSS 

893.00/12895 : Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasuineron, December 19, 1934—noon. 

389. Your 581, December 18, 3 p. m. and 583, December 18, 5 p. m. 
The Department desires that the Legation, if it perceives no objection,
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instruct Peck to inform the Foreign Office as under instructions from 
the Department that the American Government is gravely concerned 
over the disturbed state of affairs in Anhwei province which has al- 

ready caused the death of two American citizens and is endangering 
the lives of others and that the American Government expects that 
the Chinese Government will immediately take effective steps to meet 
this menacing situation and to insure the safety of American citizens. 

Hoi 

893.00/12898 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prrerne, December 21, 1934—2 p. m. 
[Received December 21—10: 50 a. m. | 

590. Reference Legation’s 565, December 11, 11 a. m.* concerning 

situation in Hunan. Consul General at Hankow telegraphed Decem- 
ber 20, 4 p. m., that five American Catholic Fathers, McDermott, 
Maloney, Berard, Fogarty and Flaherty left Changteh, Hunan on 
17th and arrived at Hankow on 19th. They reported that Reds were 
attacking Changteh when they departed. Red attack was apparently 
unexpected, Reds having broken through Government lines between 
Taoyuan and Changteh. Changteh was reported to be holding out 
and Government troops advancing from Changsha. 

Legation has telegraphically instructed Peck to bring Hunan situ- 
ation to the attention of the Foreign Office immediately and to request 
protection for Americans there. Peck has also been instructed to make 
representations in the sense of Department’s 388 [389], December 19, 
noon, including Hunan as well as Anhwei Province. 

Gauss 

893.00/12899 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Pripine, December 21, 1934—4 p. m. 
[Received December 21—1: 20 p. m.] 

591. Reference Legation’s 587, December 19, 5 p. m. Atcheson 
telegraphed Peck at Nanking December 20th from Wuhu that Olsons 
and Jacobsons have proceeded to Hankow and that all Americans are 
now evacuated from southern Anhwei except those at Wuhu. He 
added that Wuhu was quiet. He telegraphed Peck on December 21, 

* Not printed.
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Y p.m., that he could not say Wuhu was adequately guarded by Chinese 
unless more troops are stationed there nor that emergency was over 

until Communists are definitely checked or diverted to some distance. 
One American, one British and one Japanese gunboat now at 

Wuhu. 
Gauss 

393.1111 Stam, John C./19 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Pripine, December 25, 1934—noon. 
[ Received December 25—8 : 25 a. ma. | 

599. Reference Legation’s 592, December 22, 11 a. m.* In view of 
lurid accounts of atrociousness of Stam murder appearing in the press 
and presumably telegraphed to United States, Legation requested - 
Peck to telegraph whether he has any information to substantiate these 
reports. Following is Peck’s reply: 

7 Pecember 24,5p.m. Your December 24, 1 p. m., my 89, December 
17,1 p.m. . 

(1) Consul Atcheson returned from investigation at Wuhu Decem- 
ber 22,7 p.m. Basic facts of his report now in preparation regarding 
the Stam murder follow: On October 25 magistrate at Tsingteh in- 
formed Stam and Kohfield there was no danger from Communists but 
some banditry. Kohfield states magistrate promised full protection. 
Letter from Stam to Gibb ™ at Shanghai dated December 3 reads: 
‘The district seems quiet, peaceful now. The magistrate here has built 
forts at strategic positions surrounding the town, ordered to do so by 
higher-ups so we understand.’ Letter to mission at Shanghai dated 
December 6 reads: ‘My wife, baby and myself are today in the hands 
of the Communists in the city of Tsingteh. Things happened so 
quickly this a.m. They were in the city Just a few hours after the 
persistent rumors really became alarming so that we could not prepare 
to leave in time. We were just too late.’ 

(2) Apparently reliable reports are that the bandits on Decem- 
ber 7 conveyed Stam family about 15 miles westward to Miaoshou and 
executed Mr. and Mrs. Stam December 8, at 10 a. m. by crude method 
of decapitation. Bandits apparently ignored the child which was 
found on December 9, by native Christian Lo and conveyed during 
next few days to Wuhu where it is still in custody of Hanna, China 
Inland Mission. 

(3) Stam bodies were placed by Lo in coffins and remain on hillside 
near Miaoshou. Chinese local authorities there professed inability to 
comply with request made by me on December 14, that bodies be 
removed to Wuhu on the ground that Tsingteh area was reoccupied 
by Communists on December 15. 

*® Not printed. , 
“@. W. Gibb, China director at Shanghai of China Inland Misston.
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(4) Atcheson was orally and confidentially informed by Hanna 
that Lo’s inspection showed that the bodies of Mr. and Mrs. Stam 
were brutally mutilated after death in an unmentionable manner. 
This information has not been published and the Chinese authorities 
as well as the mission appear anxious that publicity be avoided.” 

Gauss 

393.1111 Stam, John C./20: Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasuineron, December 28, 1984—4 p. m. 

397. Your No. 599, December 25, noon, and previous telegrams 
from the Legation and Nanking, in regard to the murder of Mr. and 
Mrs. Stam. 

1. In view of the circumstances surrounding the death of Mr. and 
Mrs. Stam, particularly the seeming negligence of the local authorities 
which led to the capture of the Stams by communists and the failure 
to date of the Chinese Government to take effective steps to remove 
the bodies to Wuhu and to capture and punish the murderers, the 
Department desires that the Legation, unless it perceives objection, 

address a formal note to the Minister for Foreign Affairs making, as 
under express instruction from the American Government, strong rep- 
resentations in regard to the atrocity along the following lines: 

The American Government cannot avoid taking a serious view of 
the capture and subsequent execution by alleged Chinese communists 
of Mr. and Mrs. Stam, American missionaries. According to avail- 
able information, on December 6 the Chinese who committed the 
outrage occupied the district city of Tsingteh where the Stams resided 
and on the following day carried them, together with a number of 
Chinese, westward to Miaoshou about 15 miles away, at which place 
at about 10 a. m., December 8, the Stams were executed by decapitation. 
Although their bodies were encoffined by Christian friends and placed 
on a hillside near Miaoshou, the local authorities, on the ground that 
the Tsingteh area had been reoccupied by communists on December 
15, professed their inability to comply with the request made on 
December 14 by the American Government’s representative at Nanking 
that the bodies of Mr. and Mrs. Stam be removed to Wuhu. It appears 
that the local authorities not only failed to take necessary precautions 
and provide adequate protection for these unfortunate Americans but 
that since their death no serious effort has been made to capture and 
punish the persons who committed this barbarous crime. The Ameri- 
can Government confidently expects that the Chinese Government 
will immediately take such measures as may be necessary and adequate 
to ensure the prompt capture and punishment of all persons who 
participated in the murders and that it will arrange at once for the 
removal of the bodies of the deceased to Wuhu. The American 
Government further makes full reservation of its rights under the 
treaties and international practice.
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9. The Department desires that Peck deliver this note in person to 
the Minister for Foreign Affairs, accompanied by an oral statement 
emphasizing this Government’s concern over the apparent indiffer- 
ence of the Chinese Government to this outrage, and pointing out that 
the commission of this barbarous crime within 150 miles of the capital 
and the failure of the Chinese Government to make possible the re- 
moval of the bodies of the victims and to capture and punish the 
perpetrators have created a most unfortunate impression throughout 
the United States. He should also state that, in the opinion of the 
Department, this case should be brought urgently to the personal 
attention of General Chiang Kai-shek with a strong recommendation 
that the Government of China demonstrate its abhorrence of these 
detestable crimes and its determination and ability to punish the 
murderers, and that, when the perpetrators of the crimes have been 
apprehended, punishment commensurate with the crimes be publicly 
administered at the place where the murders were committed. Peck 
should also suggest the desirability of appropriate participation of 
the Chinese Government in the funeral service after the bodies of the 

victims have been removed from Tsingteh. 
8. The Legation and Peck should continue to press this case vigor- 

ously and, if warranted, should make as soon as practicable further 
investigations especially in regard to the capture of the Stams and the 

conditions then existing in the Tsingteh area. 
Hovth 

393.1111 Stam, John C./21: Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prrpine, December 30, 1984—noon. 
[Received December 830—3: 05 a. m.] 

606. Reference Department’s 397, December 28, 4 p. m. concerning 
Stam case. Peck at Nanking reports December 29, 3 p. m. that bodies 
of Stams have reached Wuhu, that he has requested that they be 
placed in the care of the mission, that he has requested American 
missionary doctor at Wuhu to make medical examination, and that 
affidavits of identification and medical findings will be taken by a 
representative of the Consulate General who will proceed to Wuhu to 

attend the funeral. Peck also reports that Stam baby is en route 
to Tsinanfu to maternal grandparents. 

I have telegraphed urgent instructions to Peck to request immediate 
interview with the Minister of Foreign Affairs and to make oral repre- 

sentations to him as under express instructions of the American Gov- 

ernment along the lines of paragraph number 2 of the Department’s 

397, December 28, 4 p. m.
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I suggest that the proposed formal note to the Foreign Office await 
the receipt of Atcheson’s full report of his investigation which is 
understood to have been completed and mailed but has not yet reached 
the Legation. 

Gauss 

393.1111 Stam, John C./23: Telegram 

The Consul General at Nanking (Peck) to the Secretary of State 

| Nanxine, December 31, 1934—2 a. m. 

[Received 11:30 a. m.] 

91. [To the Legation:] Your December 31 [30], 11 p. m. [a@. m.], 
paragraph 3. I have instructed Atcheson while he is in Wuhu on 
January 1st and 2nd to take official action giving results of the ex- 
amination of the bodies of Mr. and Mrs. Stam, likewise to collect any 
information which may be available to supplement that which he has 
already obtained regarding the capture of the Stams and conditions 
then existing in the Tsingteh area. Statements made to me by Hanna 
on December 28 indicate that the Tsingteh area is still unsafe and I 
have directed Atcheson not to proceed south of Wuhu unless he received 
further instructions. 
‘Repeated to Department. 

PECK 

393.1111 Stam, John C./25 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

PrIPINne, January 3, 1935—10 a. m. 
[Received January 3—5: 40 a. m. | 

3. Reference Legation’s 606, December 30, noon, concerning Stam 
case. Peck reports that he made oral representations to the Minister 
for Foreign Affairs on December 31. ‘The Minister expressed his grief 
at the terrible tragedy and described measures being taken to suppress 
the Communists. Kuangson Young was instructed to assist in ar- 
rangements for the funeral and to represent the Chinese Government. 

I have addressed formal note to the Foreign Office dated January 
ond along the line suggested in Department’s 897, December 28, 4 p. m. 
amended to conform with recent information and Atcheson’s report. 

Gauss 

* The Department’s telegram No. 402, December 31, 3 p. m., approved, adding: 
“Proposed formal note should, of course, be amended to conform with most recent 
information and Atcheson’s report.” (393.1111 Stam, John C./24)
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393.1111 Stam, John C./26 : Telegram 

The Consul General at Nanking (Peck) to the Secretary of State 

NANKING, January 3, 1935—noon. 
[Received January 3—9: 50 a. m.] 

1. My December 24, 5 p. m. [to the Legation. ]** 
(1) Atcheson returned from Wuhu last night after Stam funeral 

which was attended by Wuhu administrative superintendent (on own 
volition) and by secretary of Kuangson Young. Young was not 
present but sent wreath. Japanese Consul and Japanese gunboat 

commander attended. 
(2) Stam’s two servants, a cook-boy and amah, had arrived at Wuhu 

and were questioned on January [1?] for 7 hours by Atcheson who 
took sworn statements. Amah testified that Tsingteh magistrate sent 
chairman [of] Tsingteh Chamber of Commerce at 8 a. m. December 6 
to warn Stams to leave at once but Stam refused to believe danger near 
and, against servants urging, delayed preparation for departure until 

too late, communist bandits entering city shortly after 10 a.m. She 
said she heard others of household say that meantime two further 
messengers came from magistrate’s yamen to warn them but she did 
not see those messengers. Cook testified that Chamber of Commerce 
chairman arrived at Stam residence 8 a. m. at behest of magistrate 
and merely warned Stam to be on guard because Reds had been only 
some 15 or 20 miles distant night before and to leave “if rumors should 
become alarming”, but Stam replied “wait a while”; that although 
cook urged Stam to leave at once no preparations for departure were 

made until about 10:30 a. m. when city gates were closed following 
return to Tsingteh of yamen spy who reported Reds 3 miles away; 
that meantime at 10 magistrate sent soldiers to warn Stams to leave at 
once and 20 minutes after sent member of personal bodyguard on same 
errand; that no Chinese forces were now available and that at 11 a. m. 
Reds entered city without real resistance as there being only some 60 
pacantui and 30 local militia in Tsingteh. 

(3) Although magistrate himself escaped, China Inland Mission 
at Wuhu feels that he did his best in way of warning Stams. 

(4) Examination of bodies by Methodist Hospital American physi- 
cian and Atcheson revealed that although both had been practically 
decapitated reports of further mutilation made by evangelist Lo were 
incorrect, supposition being Lo mistook blood stains and operation 
scar for wounds (see paragraph 4 of my December 24,5 p..m.). Mrs. 
Stam’s body showed few small bruises on chest and thigh which might 
have been caused by falling; wrists of both bodies were bruised as if 

* See telegram No. 599, December 25, noon, from the Chargé in China, p. 485. 

¥
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: by having been bound; but there was no mutilation of either body 
other than decapitation. 

(5) Full report, including sworn statements of servants, affidavits 
of identification and coroner’s verdict follows. 

PECK 

ATTITUDE OF THE DEPARTMENT OF STATE ON THE EXPORT TO 

CHINA OF ARMS OR MUNITIONS, INCLUDING MILITARY AIRCRAFT" 

893.113/1525 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 18, 1934—7 p. m. 
[Received April 14—5:30 a. m.] 

167. Mr. Tsai Yuan, Director of the Department of Foreign Affairs 
of the subcommittee of Military Affairs, brought to me from the 
Minister of War yesterday an azde-mémoire stating that it was learned 
that Kwangtung and other Chinese provinces have secretly ordered 
and purchased a large number of aeroplanes from the United States. 
Aide-mémoire requests that no aeroplanes or military weapons of 
any kind be sold to any province or municipality in China unless they 
be covered by Auchaus issued by Central Government of China. 

I have informed Minister of War of procedure outlined in para- 
graph 3 of statement dated June 30, 1933 * regarding exportation of 
arms to China enclosed with Department’s written instruction No. 
1128 of July 13, 1933.” 

Realizing that the official request contemplated [under] present 
regulations should come through the Ministry of Foreign Affairs the 
above is submitted for the Department’s information only. 

The Legation is endeavoring discreetly to ascertain whether similar 
request has been made in the same manner of other Legations whose 
aircraft are strongly competitive with American aircraft in China.1 

J OHNSON 

893.1138/1528 

The Chinese Minister (Sze) to the Secretary of State 

Wasuineton, April 20, 19384. 

My Dear Mr. Secretary: I beg to inform you that I have just 
received cable advices from my Government to the effect that the 

*” Continued from Foreign Relations, 1933, vol. 11, pp. 559-566. 
* Tbid., p. 563. 
” Ibdid., p. 564. 
* The Minister in China reported in his telegram No. 169, April 14, 1984, 1 p. m.: 

“Later information discloses that similar representations have not been made 
to other Legations.” (893.113/1526)
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importation of war materials into China from other countries, accord- 
ing to regulations, unless covered by official Huchaos from the Central 

Government or permits from the proper Legation should be pro- 
hibited by the country of exportation, and that any departure from 
this procedure will render the goods liable to confiscation. | 

I shall be greatly obliged if you will be so kind as to transmit this 
information to the appropriate branches of your Government. 

I am [etc. ] SAo0-KE ALFRED SzE 

893.113/1530 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

| Perprne, April 28, 1984—noon. 
[Received April 28—5: 40 a. m.] 

196. Legation’s 167, April 18,7 p.m. Following formal note under 
date of April 21 received from Minister for Foreign Affairs: 

“T have the honor to refer to my repeated notes informing you that 
the shipment of munitions of war from abroad into China must be 
covered by permits formally issued by the Central Government; that . 
the said permits must be submitted to the Chinese diplomatic mission 
in the country of export for examination and certification prior to 
the time of shipment; and that no foreign merchant may conclude con- 
tracts directly with any local government for the purchase of muni- 
tions of war until a permit has been issued by the Central Government. 

| You were requested to take action accordingly. 
Recently it has been found that occasionally foreign merchants, in 

their greed for profits, have secretly concluded contracts for the sale 
of munitions and that without awaiting the issuance of a permit | 
(huchau) and without submitting a permit to the Chinese diplomatic 
mission for certification have arbitrarily exported such munitions of 
war from the country of origin. This not only violates the usual pro- 
cedure, but also adds to our troubles. I find it urgently necessary to 
reiterate our intentions as stated above in order to control and prevent 
malpractices. 

I have the honor to request that you take note of the above request, 
transmit the same to the American Government, and issue instruc- 
tions to American merchants to the effect that in the future all ex- 
portations of munitions to China not made in conformity with the 
several regulations enumerated above will be prohibited in order that 
friendly relations may be strengthened. 

I have the honor to indite this formal note for your information 
and guidance and action.” 

For the Minister: 

Gauss 
748408—50—VOL. 111I—_37
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893.113/1544 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Hamilton) of a Conversation With the Chinese Minister 

(Sze) ? 

[Wasuineron,]| April 28, 1934. 

Acting on the authorization of Mr. Phillips * and Mr. Hornbeck,‘ Mr. 
Hamilton referred to Dr. Sze’s note to the Department under date 
April 20, 1934, in regard to the shipment to China of arms and 
munitions of war and, as more fully explained in the attached memo- 
randum of April 26, 1934,> called Dr. Sze’s attention to the constant 
wish of the American Government to cooperate with the Chinese Gov- 
ernment in effectively controlling the shipment to China of arms and 
munitions of war. Mr. Hamilton stated that, in considering the 
request made of the Department to the effect that export licenses be 
withheld unless the arms and munitions of war in question are covered 
by official huchaos of the Central Government or permits from the 
Chinese Legation, the Department desired to be more adequately in- 
formed in regard to the factors underlying such a request; that ac- 
cording to the Department’s records there would appear to be no basis 
for the statement contained in the atde-mémoire of the Chinese Minis- 
ter of War to the effect that large purchases have been made of Ameri- 
can aircraft by provinces not under the complete control of the Central 
Government; that, judging by past experience, compliance with the 
request contained in the Chinese Legation’s note of April 20, 1934, 
would place American shippers to south China under a serious handi- 
cap, particularly with regard to their British competitors; that the 
Department wishes to know whether the Chinese Government has 
made of other governments requests in regard to this subject similar 
to that made of the American Government; and that confidentially, 
and entirely off the record, the feeling has been expressed by some 
individuals that the action of the Chinese Government in regard to 
this matter may have been Japanese inspired. Mr. Hamilton stated 
that if in connection with a particular shipment to a particular area 
the Chinese Government should desire the Department to enforce 
restrictive measures, such measures could be taken without conflicting 
with existing regulations. Mr, Hamilton also stated that there are now 
before the Department for consideration only two applications for 
export licenses and that as both cover goods destined for the Central 
Government, and therefore presumably not open to objection, the pres- 
ent intention is to approve of such applications. 

? Raymond C. Mackay, of the Division of Far Eastern Affairs, was also present. 
* William Phillips, Under Secretary of State. 
* Stanley K. Hornbeck, Chief of the Division of Far Eastern Affairs. 
* Not printed.
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Dr. Sze recalled the fact that the Department’s procedure in regard 
to the issuance of export licenses for the shipment to China of arms and 
munitions of war was last year discussed with him and with Dr. T. V. 
Soong by Dr. Hornbeck.’ Dr. Sze asked if in considering applications 
for export licenses the Department is supplied with information in 
regard to the consignees in China of the goods in question. Dr. Sze 
was informed in the affirmative and was given copies of the Depart- 
ment’s form of application. Dr. Sze made certain penciled notes in 
regard to the Department’s desire for additional information and in 
his remarks at leave-taking created the impression that he would at 
once communicate with his Government by telegraph. 

M[axwe.i]| M. H[amiron] 

893.113/1533 : Telegram . 

The Counselor of Legation in China (Gauss) to the Secretary of State 

Prrpine, May 3, 1934—noon. 
[Received May 3—3: 10 a.m. ] 

199. Legation’s 196, April 28, noon and 197, April 30, noon.” Fol- 
lowing telegram has been received from the Minister at Nanking: 

“May 2, 5 p.m. Vice Minister for Foreign Affairs asked me to 
inform the Department that identic notes were addressed to other 
interested powers on April 21 and that China hoped the United States 
would assist in preventing shipments | of | arms not covered by Chinese 
Government huchau. During conversation with General Chiang Kai- 
shek * at Kuling latter also expressed similar hope.” 

Gauss 

893.113/1545 

Memorandum by the Assistant Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[Wasuineron,| May 7, 1934. 

The Chinese Minister called and said that he had received a tele- 
gram from the Chinese Government stating that the Chinese Govern- 

ment requirements were that exporters of arms to China from foreign 
countries must obtain prior to export a huchao from the Chinese 

*See point 4 of memorandum dated May 19, 1938, handed to Dr. Soong by Dr. 
Hornbeck, Foreign Relations, 1938, vol. m1, p. 528. 

"Telegram No. 197 reported: “British Legation has received similar note.” 
(893.113/1532) 
“Chairman of the Chinese Military Council and Commander in Chief of the 

Army, Navy, and Air Forces.
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Government or a permit from the Chinese Legation concerned. The 

Minister said also that the Foreign Office had pointed out that the 
new requirements were inaugurated because of conditions in south- 
west China. The Minister asked that this factor in the situation be 
treated as strictly confidential. He said that the Foreign Office tele- 
gram instructed him to urge the State Department to act in conform- 

ity with the Chinese request in regulating the export of arms from the 
United States to China in order that stability in China might be 
increased. The Minister said further that the Foreign Office tele- 
gram indicated that the Chinese Government was appreciative of 
the cooperative efforts of the American Government in the past in 
this matter and that the Chinese Government had addressed to all 
interested powers a request similar to that addressed to the American 

Government. 
I explained to.the Minister that we were preparing a telegram to 

Minister Johnson requesting Minister Johnson to inform the Chinese 
Foreign Office that we were inclined to acquiesce in the request made 
by the Chinese Government but that before making final decision we 
wished to be informed in regard to the attitude and action of the 
governments of other important arms exporting countries, I inquired 
of the Minister whether he wished to have us make our inquiries 
through him or through Minister Johnson in Peiping. Dr. Sze re- 
plied that he preferred that we make the inquiries through Minister 
Johnson. I then said that we would endeavor to keep him informed 
with regard to any action taken by the Department and in regard 
to our final decision. 

M[axwet.t| M. H[aminron] 

893.113/1533: Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasutneron, May 8, 1934—1 p.m. 

141. Legation’s telegram No. 199 of May 3, noon, and previous tele- 
grams, concerning the recent regulations of the Chinese Government 
in regard to the importation of arms. 

The Minister, in his telegram to the Legation of May 2, 5 p.m., 
expresses the hope of the Vice Minister for Foreign Affairs that this 
Government will assist the Chinese Government in preventing ship- 
ments of arms not covered by a Chinese Government huchao. I am 
in receipt of a note of April 20 from the Chinese Minister, making a 
similar request, but differing from that of the Foreign Office in that 
request is made that shipments be prohibited unless either a huchao
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from the Government at Nanking or a permit from the Chinese Lega- 
tion in Washington has been obtained. 

Inform the Minister that he is requested to obtain if possible from 
the Foreign Office a list of the powers to which the identic notes, men- 
tioned by the Vice Minister, were addressed. On receipt of this list, 
he should request the appropriate representatives of the powers so 
addressed for an expression of the views of their respective govern- 
ments, at the same time informing them of the procedure in regard to 
the export of arms now being followed by this Government, which is 
explained in instruction No. 1123 of July 13, 1933.2 He may add that 
we are disposed to accede to the request of the Chinese Government as 
outlined by the Chinese Minister in his note of April 20. Compliance 
with this request would involve a return to the former procedure of 
this Government which was explained in instruction No. 974 of Janu- 
ary 16, 1933.1° He may add further that before arriving at a final 
decision this Government desires to be informed in regard to the atti- | 
tude and action taken by the governments of other arms exporting 
countries. 
Department desires that the Minister inform the Foreign Office 

that we are considering its request and are disposed to comply with it, 
pointing out, however, that our decisions may be influenced to some 
degree by the decisions of the other governments referred to above. 
He should also invite the attention of the Foreign Office to the dis- 
crepancy between the request made in Nanking and that made by the 
Chinese Minister in Washington, pointing out that the alternative 
procedure suggested by the latter would appear to be preferable in 
that its administration would be simpler and it would obviate the long 
delays in the issuance by the Department of export licenses which 
would inevitably result from the procedure suggested by the Foreign 
Office. He should further state the Department’s assumption that the 
new requirements will not be made applicable to shipments already 
enroute. He should express the hope that the new requirements shall 
not be held to be applicable to goods for the trade, such as for example 
sporting arms, pointing out that such shipments are of relatively small 
value and that this Government requires a license for the export to 
China of these articles, but that even prior to June 30, 1933, when the 
procedure was altered, permits from the Chinese Legation were not 
prerequisite to the issuance of export licenses. 

Report fully by telegraph. 
Ho 

_ * Foreign Relations, 1933, vol. 111, p. 564. 
* Tbid., p. 559.
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893.113/1535 : Telegram 

| The Minister in China (Johnson) to the Secretary of State 

Pererne, May 15, 1984—11 a. m. 
[Received 11:25 a. m.] 

209. Department’s 141, May 5 [8], 1 p. m. was repeated to the Minis- 
ter at Nanking. Following telegram has been received from the 

Minister: 

“May 14,10 a.m. Foreign Office gives following list of countries 
to which identic note was sent in addition to ourselves with each coun- 
try’s reaction thus far known: 

‘Belgium (no reply), Great Britain (willing to act upon China’s request), 
Czechoslovakia (reply indicates Czechoslovak merchants have already been 
informed), France (French Government replied it had advised manufacturers 
and shippers to abide by rules of Chinese Government), Germany (cannot ex- 
port arms but shipments may pass in transit), Italy (will exercise absolute 
control over exportation of arms into China in accordance with wishes of 
Chinese Government), Japan (no reply), Norway (reply indicates Norwegian 
Government already advised merchants), Spain (already notified authorities 
concerned), Sweden (has never permitted exportation of arms to China with- 
out approval of Chinese Government), Switzerland (already notified authorities 
concerned but Swiss Government seems to have peculiar laws on exportation of 
arms).’ 

I suggest that the Legation proceed to consult representatives of 
above-mentioned countries for purpose of complying with Depart- 
ment’s request contained in paragraph 2 of Department’s telegram. 

I communicated Department’s message to political Vice Minister 
Hsu Mo who stated that Foreign Office preferred to follow both 
methods represented in paragraph 3 Department’s telegram using 

_ permit of Chinese Minister in Washington when time will not permit 
of obtaining huchau from Nanking. General procedure would be for 
shipper to obtain Auchau in Nanking which would have to accompany 
shipment from the United States after being visaed by Chinese Min- 
ister at Washington. Foreign Office assumes that shipments already 
en route are accompanied by regular huchaw. I understand that proce- 
dure above described refers specifically to military arms. Present 
practice regarding sporting arms unchanged.” 

Legation is consulting other Legations in Peiping and will report 
later. 

For the Minister : 
GAUss 

893.113/1536 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, May 17, 1934—1 p. m. 
[Received May 17—9: 10 a. m.]| 

213. Legation’s 209, May 15, 11 a. m., final paragraph. Inquiry 
has been made of Belgian, British, French, German, Italian, Japanese



CHINA 497 

and Spanish Legations. None of the other powers concerned have 
offices at Peiping. No Legation has any definite information as to 
attitude its Government will assume. French Chargé d’Affaires 
repeated note to his Foreign Office with request for instructions and 
was informed that similar note had been received from Chinese 
Minister at Paris and action would be taken there. British Legation 
says that exportation has been permitted only under authority of 
the Board of Trade which is issued only on presentation of Chinese 
Central Government’s permit. British Government was understood 
to be contemplating modification of this procedure along the lines of 
recent American procedure when the Chinese note was received. 
German Legation has repeated note to consular officers for informa- 
tion of merchants. Belgian Counselor of Legation has not received 
note which was probably delivered to Nanking office. No information 
on the attitude of his Government. Japanese and Italian Legations 
have no information on attitude which will be taken by their Govern- 
ments. Spanish Legation has mailed note to Madrid. 

For the Minister: 

. Gauss 

893.113/15388 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, May 19, 1934—3 p. m. 
[Received May 19—11:50 a. m.] 

218. Legation’s 218, May 17, 1 p.m. The Legation has been in- 
formed by the British Legation that British Minister in conversation 
with Acting Minister for Foreign Affairs gave assurances that British 
Government would continue present policy provided Chinese Gov- 
ernment would enforce its import regulations and provided other 
countries complied with Chinese request but that if it develops that 
other countries disregarded Chinese request or that Chinese Govern- 
ment could not enforce its regulations then British Government might 
find it desirable alter policy. 

For the Minister: 
| GAUSS 

893.113/1541 . 

Statement Issued by the Department of State, May 28, 1934 

REVISED REGULATIONS IN REGARD To THE Export To CHrnA ofr ARMS AND 
Munitions or War 

In order to make clear the American Government’s position in ref- 
erence to the exportation of arms from the United States to China, 
the Secretary of State announces that the exportation of arms and
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munitions of war from the United States to China has been governed 
and will continue to be governed by the President’s Proclamation of 

| March 4, 1922, issued in pursuance of the Joint Resolution of Con- 
gress approved January 31, 1922.4 

Under the provisions of the Joint Resolution and of the President’s 
Proclamation it is, until otherwise ordered by the President or by 

Congress, unlawful to export to China “except under such limitations 
and exceptions as the President prescribes, any arms or munitions 
of war from any place in the United States”. By the provisions of 
the Proclamation the Secretary of State is authorized to prescribe the 
limitations and exceptions to the application of the Resolution. 

In accordance with the authority thus conferred upon him, the 
Secretary of State announces that exportation of arms and munitions 
of war for the use of Chinese official authorities (including those of 
subdivisions) will be permitted when (a) an application for license to 
export has been submitted by the firm or firms in the United States 
which desire to make shipment and (6) the Department of State has 
been informed through appropriate diplomatic channels (ordinarily, 
the Chinese Legation in Washington) that it is the desire of the 

. Chinese Government that export of the shipment be authorized. 
The question of bringing about notification to the Department of 

State, through the Chinese Legation, that the Chinese Government 
desires that export of a shipment be authorized is a matter with regard 
to which the initiative and responsibility lie with the Chinese Govern- 
ment and the potential shipper. 

In connection with license to export, the Department of State pro- 
vides a form of application for license and requires that application be 
submitted to the Department on such forms fully filled out by the 
prospective exporters. 

Export licenses will be required henceforth for the exportation to 

China of the following articles: | 

| 1. Arms and small arms of all kinds, other than those classed as 
toys, and spare parts thereof. 

2. Guns, machine guns, and spare parts thereof, and gun grease. 
3. Gun mountings and limbers; tanks, armored motor cars, ar- 

mored trucks, and armor plate. 
4. Shot, shells and cartridges for arms and small arms, both loaded 

and empty, and their component parts. | 
5. Projectiles, charges, cartridges, and grenades of all kinds and | 

their component parts. 
6. Machinery, such as cartridge-making machines, specially man- 

ufactured for use in making arms and ammunition. 
(. Explosives as follows: Gun powders, smokeless powders, blast- 

ing powders, all forms of high explosives including dynamite, nitro- 

" Foreign Relations, 1922, vol. 1, p. 726.
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glycerine and TNT, and blasting materials, fuses, detonators and 
other detonating agents. 

8. Land and submarine mines, bombs and torpedoes. 
9. Tear gas (C,H;COCH,CL) and other non-toxic gases and ap- 

paratus designed for the storage or the projection of such gases. (No 
licenses will be issued for toxic gases and flame acids or for apparatus 
designed for their storage or projection.) 

10. Range finders and gun-sighting apparatus and their component 
arts, 

F 11. Radio apparatus designed expressly for military use. 
12. Military aircraft (including all types of aircraft fitted with 

armor, guns, machine guns, gun mounts, bomb dropping or other 
military devices) together with spare parts and equipment therefor. 

18. Vessels of war of all kinds. 
14. Other equipment for military purposes. 

In connection with the foregoing, it is the understanding of the 
Department of State that the Chinese Government is now exercising 
strict control over the import into China of arms and munitions of 
war; that the Chinese Government requires that shipments from 
abroad of arms and munitions of war be covered by permits issued by 
the appropriate authorities in China; and that such permits be sub- 
mitted to the Chinese diplomatic mission in the country of export for 
examination and certification prior to the shipment of the goods under 
consideration. In the absence of sufficient time to permit American 
exporters to obtain required import permits from the Chinese Gov- 
ernment and to forward such permits to the Chinese Legation at 
Washington, it is understood that the Chinese Government will give 
consideration to requests received from the representatives in China 
of American exporters for the transmission by telegraph to the 
Chinese Legation in Washington of information to the effect that the 
Chinese Government has issued the necessary import permit and that 
it desires that the export from the United States of the goods in 
question be authorized by the Department of State. 

893.113/1538 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

| WasHincton, May 28, 1934—8 p. m. 

156. Your 218, May 19, 3 p. m., and previous, in regard to the ex- 
port of arms and munitions to China. 

1. You are authorized to inform the Chinese Foreign Office? in 
reply to its note of April 21 that the American Government will con- 
tinue, as heretofore, to exercise strict control over the export to 

*™ The Legation’s note to the Foreign Office in accordance with this instruction 
was dated June 4, 1934 (893.113/1552).
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China from the United States of arms and munitions of war; and 
that in response to the request contained in the Foreign Office’s note 
under reference and in a note received by the Department of State, 
under date April 20, from the Chinese Minister at Washington, the 
regulations governing the exportation from the United States of arms 
and munitions to China, as amended, now provide that exportation 
will be permitted when (@) an application for license to export has 
been submitted by the firm or firms in the United States which desire 
to make shipment and (06) the Department of State has been informed 
through appropriate diplomatic channels (ordinarily, the Chinese 
Legation in Washington) that it is the desire of the Chinese Govern- 
ment that export of the shipment be authorized. You should add that 
the American Government effects this change in procedure upon the 
understanding that the Chinese Government will enforce its regula- 
tions uniformly in respect to all imports of arms and munitions of 
war irrespective of source and in such manner as to insure that Ameri- 
can exporters will not be placed at a disadvantage as compared with 
exporters of other nationalities.“ 

2. In informing consulates in China and at Hong Kong of the 
foregoing please request all consular officers to follow with care the 
situation in regard to the import into China of arms and munitions 
of war and to report promptly to the Legation and to the Depart- 
ment important developments, especially those which may indicate 
that the Chinese regulations, as enforced, result in placing American 
exporters at a disadvantage as compared with their principal foreign 
competitors. In this connection the Consulates General at Hong Kong 
and Canton should study carefully British procedure at Hong Kong 
particularly with a view to ascertaining whether huchaos issued by 
the Canton Government are acceptable to the British authorities and 
whether such authorities continue in their past practice of considering 

| all aircraft as commercial, and therefore not subject to restrictions 
unless actually armed at the moment of importation. 

Hou 

893.113/1541 | 

The Acting Secretary of State to the Secretary of Commerce (oper) 

WasHINGTON, June 2, 1934. 

My Dear Mr. Secretary: Referring to my letter of July 18, 1933," 
in regard to the exportation of arms and munitions of war from the 

* The above was reported by the Department’s note of June 1, 1934, to the 
Chinese Minister in reply to his note of April 20, p. 490 (893.113/1541). 

4 The first two paragraphs of this letter were sent on June 2 to the Secretary 

of the Treasury. 
* Not printed.
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United States to China, I enclose herewith for your information two 
copies, dated May 28, 1934, of Revised Regulations in Regard to the 
Export to China of Arms and Munitions of War.?* 

In this connection you will note that, under the regulations now in 
force, this Department requires, as a condition precedent to the issu- 
ance of an export license, that it shall have received through appro- 
priate diplomatic channels a request from the Chinese Government 
that the shipment in question be permitted. 

Although it is the intention of this Department, as occasion arises, 
to inform interested American firms and individuals in regard to the 
altered procedure governing the exportation to China of arms and 
munitions of war, it is deemed advisable that no general publicity be 
given the matter, and the cooperation of your Department in this 
regard will be appreciated. 

Sincerely yours, , WiLtiAM PHILLIPS 

893.118/1557 

The Minister in China (Johnson) to the Secretary of State 

No. 2774 Prrerne, June 7, 1934. 

[Received July 23.] 

Sir: I have the honor to refer to the Legation’s despatch No. 2759, 
June 4, 1934,17 in regard to the export of arms and munitions of war 
to China, and to enclose for the completion of the Department’s files 
copies of memoranda of conversations 7® upon this subject. 

The Department’s attention is particularly invited to enclosure No. | 
6,'* being a memorandum of conversation between an officer of this 
Legation and the First Secretary in charge of the Peiping office of the 
Japanese Legation, from which it will be seen that the Japanese posi- 
tion in the matter is that they will not acquiesce in what they call the 
Chinese effort unilaterally to impose additional restrictions in a mat- 
ter already regulated by joint rules—the joint rules referred to being 
Rule IIT of the 1902 Tariff 7® and the 1908 regulations governing the 
importation of arms and ammunition into China.” 

There is also enclosed a copy of a letter from Dr. Hsu Mo, Political 

* Ante, p. 497. 
* Not printed; it transmitted copies of Legation’s note to the Foreign Office 

and instructions to consular officers in accordance with Department’s telegram 
No. 156, May 28, 8 p. m., p. 499. 

* Not printed. 
* Signed at Shanghai, September 6, 1902; see Annex III, “Treaty Between the 

United States and China for the Extension of the Commercial Relations Between 
Jeeta and attached schedule of tariff duties, Foreign Relations, 1908, pp. 100, 

Dated May 30, 1908, MacMurray, Treaties, 1894-1919, vol. 1, p. 737.
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Vice Minister for Foreign Affairs,” confirming previous assurances 
that sporting arms and ammunition would not be affected by the reg- 
ulations governing the importation of munitions of war. 

Respectfully yours, Netson Truster JOHNSON 

893.118/1563 

The Minister in China (Johnson) to the Secretary of State 

No. 2810 Pererne, June 27, 1934. 
| [Received August 6. ] 

Sir: I have the honor to refer to the Legation’s despatch No. 2309, 
September 29, 1933,71 in regard to the importation into China of arms 
and munitions of war for the armed forces of the United States, and 
to the Department’s instruction in reply No. 1244, November 24, 
1933,” approving the action proposed by the Legation, namely to re- 
ply to the Chinese Government, if pressed to do so, to the effect that 
the Legation would be glad to give consideration from time to time 
to requests of that Government for statistical information in regard to 
American armed forces in China, but that with regard to the request 
of the Chinese Government for information regarding the importa- 
tion of supplies for such forces, the Legation did not find it practicable 
to obtain and submit to that Government in advance lists of such 
supplies, but that, as heretofore, where necessary, proper certificates 

would be made by American consular officers for the importation of 
supplies through the customs at the several ports. 

Although the Ministry of Foreign Affairs has not pressed for a re- 
ply to its previous note,”? under date April 20, 1934, it addressed 
a further note upon this subject to the Legation. A translation of this 

: note is enclosed.24_ Other interested Legations have received similar 
notes. 

This note of the Ministry of Foreign Affairs encloses a set of 
regulations governing duty exemption on articles other than munitions 
of war imported into China for the use of foreign armed forces 
stationed in China, and requests compliance therewith. 

The regulations provide: 1) that all applications for the duty-free 
importation of supplies for the foreign armed forces must be sub- 
mitted directly by the forces concerned to the appropriate customs 
authority; 2) that so-called luxuries shall not be exempted from 
the payment of duty; 3) that supplies imported duty-free must be 
consumed on the premises of the military or naval establishment 

* Not printed. 
2 Foreign Relations, 1938, vol. 111, p. 565. , 
* Dated August 15, 1933; not printed. : 7
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or vessel; 4) that a semi-annual report in advance of the requirements 
of all armed forces in China must be submitted by the Legation con- 
cerned to the Ministry of Foreign Affairs—provision is, however, 
made for supplement lists; and 5) that “duty-free privileges” will 
be withdrawn from any armed forces where they have indulged in 
malpractices. 

Copies of the translation of this note were supplied by the Lega- 
tion to the Naval and Military Attachés, and through the Consuls 
General concerned to the interested commanders of the various armed 
forces of the United States in China, and their comments were 
requested. Their replies, copies of which are enclosed, uniformly 
stress the impracticability of the regulations and their repugnance 
to the integrity of the various commands. Although each com- 
mander, depending upon the peculiar status of his command in China, 
has specific grounds for denying the right of the Chinese Govern- 
ment to interfere in any way with the importation of supphes for 
the use of his forces, the Legation is inclined to believe that Colonel 

Burt,” in command of the 15th Infantry in Tientsin, has given suf- 
ficient basis for a complete refusal to acquiesce in the enforcement of 
the regulations when he says that he finds the regulations to be totally 
inconsistent with the fundamental rule of International Law that 
troops in occupation of foreign territory are wholly without the juris- 

diction of the territorial sovereign. 
There are also enclosed copies of memoranda of conversations be- 

tween members of the staff of the Legation and those of other inter- 
ested Legations in Peiping.** From these memoranda, the Depart- 
ment will note that no Legation, other than the Japanese, has reached 
a decision as to the nature of the reply, if any, that they will make 
to the Ministry of Foreign Affairs. Each Legation concerned has 
expressed the opinion that it would be impracticable to comply with 
the regulations in their present form, but only the Japanese Govern- 
ment appears to have reached a definite decision in the matter. 

From the memoranda of conversations with officers of the Japanese 
Legation (Enclosures Nos. 12 and 14) there would appear to be no 
doubt that the Japanese Government has replied to the Chinese Gov- 
ernment categorically rejecting the proposed regulations for the rea- 
son that they represent restrictions imposed unilaterally by China 
without prior consultation with the interested Powers. 

As no date appears to have been set for the enforcement of the reg- 
ulations and as no complaints have been received from foreign armed 
forces in China, the whole matter appears for the time being to be 

* Not printed. 
** Col. Reynolds J. Burt, United States Army.
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quiescent. Hach interested Legation has agreed to inform each other 
interested Legation when its attitude has been determined, but so far 

no one other than the Japanese has replied to the Foreign Office. 
However, as these regulations would appear to represent a formal 

effort of the Chinese Government to assert an authority to impose 
regulations on the armed forces of the United States in China, the 
Legation believes that a reply should be made to the Ministry of 
Foreign Affairs, and it believes that this reply should contain the 
mere statement that while careful consideration has been given to the 
regulations, they have been found to be impracticable. 
We might add that, as heretofore, where necessary, proper certifi- 

cates will be issued by the American consular, military, and naval 
authorities to cover importations of supplies through the customs at 
the several ports, and that the American authorities, being desirous 
of preventing any improper practices and any misuse of supplies 
imported for military and naval use, will give attentive consideration 
to and cause strict investigation to be made of any complaints of such 
improper practices and misuse of supplies which may be received 
from the appropriate Chinese authorities. 
Respectfully yours, Ne.son Truster JOHNSON 

893.113/1561 

The Consul General at Hong Kong (Jenkins) to the Secretary of State 

No. 942 Hone Kone, June 30, 1934. 
[Received August 4. | 

Sir: I have the honor to refer to Circular No. 287, of June 4, 1934, 
from the American Minister at Peiping,” in respect to the shipment 
of arms and munitions to China. It is observed that the Chinese 
Government has recently asked that the exportation of munitions of 
war to China be prohibited, unless covered by a permit from the 
Chinese National Government. 

Reference is also made to a strictly confidential letter dated June 4, 
1934, from the American Minister at Peiping ” calling attention to a 
special instruction from the Department directing this Consulate 
General and the Consulate General at Canton to study British pro- 
cedure at Hong Kong in connection with the movement of arms and 
munitions (including aircraft) through this port to China. 

In reply, the writer has to report that he recently discussed this 
matter of the shipment of arms to China informally with the Colonial 

77 Not printed.
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Secretary, Sir Thomas Southorn. Sir Thomas said that the new note 
from China would not affect British policy, which was substantially as 
follows: 

1. The exportation of arms and munitions of war to China from 
Great Britafn was prohibited except with a permit from the Nanking 
Government. 

2. The policy of the Hong Kong Government, however, was not 
the same as that of Great Britain. The Hong Kong Government 
permitted through shipments to Canton and elsewhere in China in 
accordance with the provisions of the Barcelona Convention.” No 
Nanking permit was, Sir Thomas said, required for these shipments. 
Sir Thomas added that there were many through shipments from 
various foreign countries which did not take the same attitude as 
Great Britain and the arrangement was to the disadvantage of British 
trade. 

3. According to Sir Thomas, Nanking Government permits are 
required for shipments from Hong Kong to Canton, other than 
through shipments. 

The writer of this despatch also talked with Mr. J. W. Fisher, 
leading American airplane salesman in South China. Mr. Fisher's 
version of the present regulations covering shipments from Hong 
Kong varies slightly from Sir Thomas Southorn’s. According to Mr. 
Fisher the Hong Kong Government requires either Nanking or Canton 
(South West Political Council) permits for the export of arms and 
munitions (including armed planes) to China. Mr. Fisher con- 
firmed Sir Thomas’ statement that Nanking permits are required for 
exports from Great Britain. 

According to Mr. Fisher, both the British and Hong Kong Govern- 
ments class armed planes as munitions of war, and an armed plane is 
one actually fitted with arms or having provision for arms, guch as 
mountings for guns or bomb racks. The latter cannot be shipped 
from Hong Kong to China without permits from Nanking, or Canton, 
as the case may be. This would appear to mean that the British 
Government will permit the exportation to China of aircraft of mili- 
tary type provided such craft is without arms or mountings for arms. 

Mr. Fisher feels that the Hong Kong authorities are fair and 
honest in the administration of the regulations for the export of arms 
and planes. He says that about 70 military planes of American 
origin have passed through Hong Kong for Canton during the past 
two years. However, he added that Canton was “full” of British- 
made anti-aircraft guns and other British war materials. How these 
happened to get out of England, he did not know. 

* Signed April 20, 1921, League of Nations Treaty Series, vol. vm, p. 11.
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In conclusion, the attention of the Department is invited to a num- 
ber of despatches in 1932 from this office 2° discussing the question 
of arms shipments and aircraft to China. 

Respectfully yours, Dovucias JENKINS 
s 

893.113/1565 

Lhe Vice Consul at Yunnanfu (Reed) to the Secretary of State 

No. 199 YUNNANFU, July 21, 1934. 
[Received September 4.] 

Sir: In accordance with the Legation’s Confidential Circular No. 
287, dated June 4, 1934,° concerning the regulations to be enforced 
for the exportation of arms and munitions of war to China, in which 
it was instructed that the Department and Legation should be in- 
formed of any circumstance which made such regulations inequitable 
and placed American exporters at a disadvantage, I have the honor to 
transmit herewith copies in quintuplicate of this Consulate’s Des- 

| patch No. 176 to the Legation, dated July 21, 1934.2 
As far as the authorities in Yunnan are concerned there is no dis- 

crimination between importers of the various nationalities and the 
Provincial Government would be pleased to issue its temporary 
“huchao” for the importation of American, British, and other, arms. 
munitions of war, and/or airplanes. The Chinese Maritime Customs 
would presumably accept such a temporary “huchao” or guarantee. 
But the Government of Indo-China, while contenting itself with 
a “laissez passer” from the French Consul at Yunnanfu for the ex- 
portation of French items, would, if past experience be any criterion, 
seriously oppose transit of non-French items without the production 
of an actual Central Government “huchao”. | 

Since the enclosed observations may be of interest to other De- 
partments of the United States Government, quintuplicate copies 
are enclosed. 

Respectfully yours, Cuartss 8. Reep II 

893,113/1562 

Lhe British Chargé (Osborne) to the Secretary of State 

No. 265 Wasuineton, August 4, 1934. 
Sir: As the United States Government are aware the Chinese 

Government announced in 1930 * that the import of arms into China 

~* See Foreign Relations, 1932, vol. rv, pp. 580-596 passim. 
* Not printed. 
“See telegram No. 317, May 9, 1930, 4 p. m., from the Minister in China, 

Foreign Relations, 1930, vol. 1, p. 619.
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would not be considered legitimate unless the Nanking Government 
had expressly approved, through their diplomatic representative in 
the exporting country, each particular consignment. His Majesty’s 
Government in the United Kingdom have always cooperated with 
the Chinese Government in this respect and have effectively prevented 
exports from Great Britain unless the approval of the Chinese Min- 

ister in London had first been obtained. | 
2. They have recently been urged to abandon this procedure in 

view of the fact that other Governments were not acting in a similar 
manner. The result of this lack of cooperation has been that foreign 
firms have been able to secure orders which were denied to their 
British competitors. If this situation continues, His Majesty’s Gov- 
ernment will be driven to relax their own practice which, in the cir- 
cumstances, can be of no benefit to China while it imposes an unfair 
handicap on British trade. 

3. His Majesty’s Government have however just been informed 
that the Governments of the United States, France, Italy, Germany, 

Switzerland, Spain, Belgium, Norway, Sweden, Czechoslovakia and 
, (with an unimportant reservation) Japan, are prepared to prevent 

the export of arms to China, except in cases approved by the central 
Chinese Government. 

4. In accordance with instructions received from His Majesty’s 
Principal Secretary of State for Foreign Affairs, I have the honour 
to enquire whether the information in the preceding paragraph is cor- 
rect in so far as the Government of the United States is concerned. 
His Majesty’s Government are further anxious to learn whether the 
United States Government are either already limiting, or forthwith 
proposing to limit, exports as has hitherto been done by His Majesty’s 
Government. If such is the case, His Majesty’s Government are 
anxious to learn what categories of armaments are covered, whether 
they include aircraft in any or all forms and by what methods the - 
United States Government are effectively securing or intend to secure 
the result aimed at. : 

5. The object of His Majesty’s Government is to ensure that their 
own practice shall conform to the practice which actually prevails 
in the case of other foreign sources of supply. They would be glad 
to maintain their present practice, provided that their foreign com- 
petitors follow the same restrictive course and the purpose of the 
present enquiry to ascertain the actual position in the United States 
and in other countries before a final decision is taken as to future 
British policy. 

748408—50—VvOoL. 111-38
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6. I shall be grateful if you will be good enough to furnish me with 
a reply at an early date as His Majesty’s Government regard the 
matter as one of urgency. 

I have [etc.] D. G. Oszorne 

893.113/1562 

The Secretary of State to the British Chargé (Osborne) 

Wasurineton, August 10, 1934. 

Sm: The receipt is acknowledged of the British Embassy’s note 
No. 265 of August 4, 1934, inquiring whether information to the 
effect that the American Government is prepared to prevent the 
export of arms to China, except in cases approved by the central 

Chinese Government, is correct, and, if so, what categories of arma- 
ments are covered, whether they include aircraft in any or all forms 
and by what methods the American Government is seeking effectively 
to attain the desired end. 

In reply I may say that since March 4, 1922, the American Gov- 
ernment has controlled the export to China from the United States 
of arms and munitions of war in conformity with the Proclamation of 
President Harding of that date, issued in pursuance of the Joint 
Resolution of Congress approved January 31, 1922, and that the 
limitations prescribed operate to restrict very closely the exportation 
to China of munitions of war. A copy of the Proclamation of March 
4, 1922, is enclosed.*? 

The Chinese Minister at Washington addressed a note to the De- 
partment, under date April 20, 1934, and the Chinese Minister for 
Foreign Affairs addressed a similar note under date April 21 to the 
American Minister at Peiping,® stating that the shipment of muni- 
tions of war from abroad into China should be covered by permits 
formally issued by the Central Government and that these permits 
should be submitted to the Chinese diplomatic mission in the country 
of export for examination and certification prior to the time of ship- 
ment. In reply to these notes, the Department authorized the Ameri- 
can Minister at Peiping to inform the Chinese Ministry of Foreign 

. Affairs that the American Government would continue, as heretofore, 
to exercise strict control over the export to China from the United 
States of arms and munitions of war; and that the regulations gov- 
erning the exportation from the United States of arms and munitions 

of war, as amended, now provide that exportation will be permitted 
when (a) an application for license to export has been submitted by 

* See Foreign Relations, 1922, vol. 1, p. 726. 
* See telegram No. 196, April 28, from the Minister in China, p. 491.
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the firm or firms in the United States which desire to make shipment 
and (6) the Department of State has been informed through appro- 
priate diplomatic channels (ordinarily, the Chinese Legation in Wash- 
ington) that it is the desire of the Chinese Government that export of : 
the shipment be authorized. The American Minister to China was 
instructed to state also that the American Government effected this 
change in procedure upon the understanding that the Chinese Gov- 
ernment would enforce its regulations uniformly in respect to all : 
imports of arms and munitions of war irrespective of source and in 
such manner as to insure that American exporters would not be 
placed at a disadvantage as compared with exporters of other 
nationalities. 

The present procedure of the American Government and a list of 
the articles for which licenses are required for exportation to China 
are set forth in a statement issued by the Department of State under 

date May 28, 1934, entitled “Revised Regulations in Regard to the 
Export to China of Arms and Munitions of War”. A copy of that 
statement is enclosed,** together with a form of application for 
license to export.®® 

I may say also that with a view to making as effective as practicable 
our control of the export to China of arms and munitions of war, 
we have for a number of years proceeded upon the presumption that 
under present political conditions in China shipments from the 

United States to Hong Kong and Macao of arms and munitions of 
war are destined for China and unless that presumption can be over- 
come by the exporter in the United States, the exporter has been 
required to make application for license to export. 

The present procedure of the American Government in regard 
to the export to China of arms and munitions of war is substantially 
that which has been followed for a number of years. In this connec- 
tion there are enclosed copies of statements issued on this subject by 
the Department of State under dates June 2, 1930,°* and June 30, 
1933.57 By reference to these statements you will note that the pro- 
cedure now in effect is practically identical with that set forth in the 
statement of June 2, 1930. In 1933 the American Government effected 
a change in the procedure, providing that exportation of arms and 
munitions of war for the use of Chinese official authorities (including 
those of subdivisions) would be permitted in all cases with regard to 
which the firm or firms in the United States desiring to make ship- 
ment had submitted to the Department of State an application for 

* Ante. p. 497. 
* Not printed. 
* Department of State, Press Releases, June 7, 1930, p. 273. 
* Foreign Relations, 1933, vol. 111, p. 563.
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license to export and with regard to which the Chinese Government 
had not through authorized channels made to the Department of 
State request that shipment be not permitted. This change was 
effected primarily to remove the disadvantages under which Ameri- 
can exporters to China were placed in comparison with exporters 
of other nationalities. These disadvantages were apparent particu- 
larly in reference to the export trade to South China and resulted 
largely from the facts (a) that the Hong Kong authorities appeared 
willing to permit shipments to China on the basis of import permits 
issued by local Chinese authorities, (6) that the British Government, 
due to the provisions of the Barcelona Convention, was unable to 
exercise control over transit shipments through Hong Kong, and (ce) 

that there existed lack of uniformity in interpretation among various 
exporting nations as to what constituted military aircraft. I may 

| add that before inaugurating the change in procedure set forth in the 
statement of June 30, 1933, we made a number of inquiries of the 

British Government in regard to British regulations and procedure 
applicable to the import into South China via Hong Kong of arms 
and munitions of war. : 

With regard to the British Embassy’s inquiry as to what methods 
the American Government proposes to follow to the end that the re- 
sults aimed at may be attained, it may be said that the Department 
and American diplomatic and consular officers in China are following 
with care important developments in the situation in regard to the 
import into China of arms and munitions of war and are giving special 
heed to the question whether the Chinese regulations, as enforced, 
result in placing American exporters at a disadvantage as compared 
with their principal foreign competitors. 'The concern of the Amer- 
ican Government in this connection is similar to that of the British 

Government, namely, we desire to prevent the development or the _ 
continuance in China of conditions of domestic violence and to. co- 
operate with the Chinese Government in its efforts to maintain an 

: effective control of the import into China of arms and munitions of 
war. At the same time we would not wish that American exporters 
of such commodities be placed at a disadvantage as compared with 
their principal foreign competitors. In this connection I may say 

that one of our principal difficulties has arisen from what I under- 
stand to have been the practice of the British Government to con- 
sider all aircraft as commercial, and therefore not subject to restric- 
tion, unless actually armed at the moment of importation into China. 
This Government has regarded and continues to regard as military 
aircraft (a) all types of aircraft actually fitted with armor, guns, 
machine guns, gun mounts, bomb dropping or other military devices,
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and (6) aircraft presumed to be destined for military use, whether 
actually fitted with armament or not. The difficulty with which we 
have been confronted in the past would be removed if the British 
Government could see its way clear to adopting a substantially similar 
interpretation in regard to what constitutes military aircraft. I 

should be glad to be informed in regard to the British Government’s 
decision on this point. 
When the British Government has completed its present considera- 

tion of the subject of the export to China of arms and munitions of 
war, I should appreciate being informed in regard to the conclusions 
reached in the matter. 

Accept [etc. ] For the Secretary of State: 
RR. Watton Moore 

893.118/1567 Ser neers : 

Memorandum by the American Minister in China (Johnson) of a | 
— Conversation With the French Chargé in China (Hoppenot)® 

| Priprne, August 11, 1934. 

Mr. Hoppenot called and asked me to inform him of what reply 
we made to the Chinese Government in response to its request of last 
April regarding control of shipments of munitions of war. I read 
to Mr. Hoppenot the text of our reply to the Chinese Government 
dated June 4, 1934. Mr. Hoppenot stated that his Government had 
requested the information, and he would duly inform Paris. He 
said that our reply apparently was very similar to the British reply, 
although the British had indicated in their reply that at the expiration 
of a certain time they proposed to reconsider their attitude should they 
find that British merchants were suffering in comparison with others. : 

Mr. Hoppenot stated that French arms dealers had large contracts 
with Kwangtung and Kwangsi; that in defense of their activities 
they asserted that if they did not sell, Czechoslovakia would. I 
understood him to say that French arms manufacturers had recently 
concluded a contract for $2,000,000 for machine guns for Kwangsi. 
He stated that both Kwangsi and Kwangtung refused to obtain im- 
port permits from Nanking, and that importation into and through 
Canton was quite open, being carried on through Hongkong. He 
said that the Hongkong authorities were estopped from interfering 
with the traffic because of the Barcelona Convention governing ship- 
ments in transit, and stated that the munitions were taken delivery 

* Copy transmitted to the Department by the Minister in China in his despatch 
No. 2904, August 14, 1934; received September 8. 

® Not printed.
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of by the gunboats controlled by the Cantonese authorities who came 
down to within the limits of Hongkong to take the cargo. 

Mr. Hoppenot expressed the opinion that the only way in which 
the arms trade could be controlled would be for the Governments to 
get together and reach some understanding with the Chinese Gov- 
ernment whereby the latter would apportion its demands [for pur- 
chases] among the producing countries. 

NeEtson TRUSLER JOHNSON 

893.113/1563 | : 

The Acting Secretary of State to the Minister in China (Johnson) 

No. 1440 Wasuineoton, August 27, 1934. 

Str: Reference is made to your despatch No. 2810 dated June 27, 
1934, in regard to the importation of supplies for the armed forces of 
the United States in China with which you enclosed a copy of a note 

dated April 20, 1934, from the Foreign Office to the Legation on this 
subject and copies of correspondence and memoranda of conversations 
setting forth the views with regard to this note of the interested 
American military and naval authorities, the American Consuls 
General at Shanghai and Tientsin and the British, French and 
Japanese Legations. 

The Department has noted from the last two paragraphs of the 
despatch under reference that the Legation believes that a reply should 
be made to the Foreign Office note in question to the effect that while 
careful consideration has been given to the regulations, they have. 
been found to be impracticable, and that the appropriate American 
authorities will continue when necessary to issue certificates to cover 

| importation of supplies through the customs at the several ports and 
to give attentive consideration to and cause strict investigation to be 

made of any complaints which may be received from the appropriate 
Chinese authorities with regard to any improper practices and any 
misuse of supplies imported for military and naval use. 

In view of the definite refusal of the Japanese Legation to comply 
with the proposed regulations, the Department is inclined to doubt 

| the need for any reply at this time to the Foreign Office note. How- 

ever, if there should be substantial agreement among your colleagues 
as to the desirability of a reply substantially along the lines suggested 
in your despatch, you are authorized to reply in that sense to the 

- Foreign Office note if and when similar action should be taken by 
your principally interested colleagues. You will, of course, inform 
the Department if any of your colleagues should take or propose to 
take any action materially inconsistent with that authorized herein. 

Very truly yours, Wittiam PHILLIes
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893.113/1573 

The Chargé in. China (Gauss) to the Secretary of State 

No. 3025 Perrine, October 11, 1934. 
[Received November 3. ] 

Sir: Referring to the Legation’s despatch No. 2904, August 14, 
1934, and to the Hongkong Consul General’s despatch to the Depart- 
ment No. 942, June 30, 1934, in regard to the exportation of arms and 
munitions of war to China, I have the honor to enclose a copy of 
the Canton Consul General’s despatch to the Legation No. 327, Sep- 
tember 29, 1934,“1 from which it will be seen that National Govern- 
ment permits (huchaos) are not required for airplanes entering 
Canton, local “huchaos” being sufficient. 

The evidence now available indicates that the National Govern- 
ment is unable to enforce its regulations with respect to the importa- 
tion of arms and munitions of war into territory under the control 
of the Southwest Political Council or into Yunnan province. 

There is no evidence, however, that this inability to enforce its 
: regulations in those regions places American exporters at a disadvan- 

tage as compared with the exporters of other nationalities. 
Respectfully yours, C. E. Gauss 

846g.118/199 

The Consul at Hong Kong (Gourley) to the Secretary of State 

No. 1056 Hone Kona, October 24, 1934. 
[Received November 20. ] 

Sir: I have the honor to refer to the Department’s telegram of 
October 9, 1934,** stating that during the past four months the 
Department has granted export licenses for shipments of 465,000 
cartridges, 544 revolvers, and a small quantity of rifles, shells, etc., 
to three Hong Kong firms (Hong Kong Sporting Arms Store, Out- 
door Sports Equipment Company and Ying Tak Kee), the exporters 
stating that this merchandise is sold only in Hong Kong under license 
from the Hong Kong authorities. The Department states that in 
view of the amount and frequency of recent shipments it is desirable 
to ascertain whether such material is actually finding its way into 
China, and requests this Consulate General informally to obtain a 
list of the Hong Kong licenses granted to the above-mentioned firms 
during the last few months for the sale of such articles. The Depart- 

* See footnote 38, p. 511. . 
“Not printed.
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ment also requests information as to the procedure now followed by 
the Hong Kong Government in granting licenses for the exportation 
of arms and munitions of war from Hong Kong to China. 

In accordance with the instruction, a brief telegraphic reply based 
on preliminary investigations was transmitted to the Department on 
October 18th.“ In this connection it may be mentioned that the 
original code telegram was garbled, and that the requested repeat 
was not received by this office until October 17th. 

The Hong Kong market for arms and ammunition is very limited, 
the demand being chiefly (1) for the Government forces, and (2) for 
sporting purposes. The former is entirely supplied by England. 
There are only seven or eight local stores handling such material, each 
firm being required to take out an annual license to deal in arms from 
the police, who exercise strict control over the traffic, and who have 
complete statistics on imports, exports, stocks on hand, etc. Importers 
are not required to obtain permits for individual shipments of arms 
and ammunition; only annual licenses, as stated above, are obligatory. 
In view of this fact, the exporters’ statement to the effect that the 
recent shipments were to be sold only in Hong Kong under license 
from the Hong Kong authorities, is subject to interpretation as far 
as the question of license is concerned; the market in Hong Kong for 
such quantities does not exist. | 

According to the police, the procedure now followed by the Hong 
Kong Government in granting licenses for the exportation of arms and 
munitions of war from Hong Kong is as follows: 

(1) Generally speaking, the exportation of arms and munitions 
of war to China from Hong Kong, as from Great Britain, is prohibited 
except with a permit from the Nanking Government. 
_ (2) For exports from Hong Kong to Macau the police require an 
import permit issued by Macau. It is understood that such permits are 
easily obtained, but they are said to be expensive. Since Macau is 
Portuguese and not Chinese, it does not come under Chinese restric- 
tions, of course, and the Hong Kong Government sees no reason for 
refusing these exports. ‘The police have suspected for some time that 
a large majority of the shipments to Macau, which are considerable, 
eventually find their way into China. This Consulate General was 
confidentially informed that the Governor of Hong Kong has requested 
that police to maintain a close watch on arms shipments to Macau. 

(3) In accordance with the Barcelona Convention of 1921, the Hong 
Kong authorities do not interfere with through shipments of arms and 
munitions on a through bill of lading. . 

(4) Transshipments at Hong Kong are allowed regardless of ulti- 
mate destination if the consignee can show by producing the sales 
contract that the merchandise is really destined elsewhere and that 

“Not printed. __
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Hong Kong is merely a port of transshipment (Barcelona Conven- 
tion). In the case of China the import permit issued either by Nan- 
king or Canton is accepted under these circumstances. 

It will be noted, therefore, that while the Hong Kong authorities 
may be technically correct in stating that no arms or munitions of 
war may be exported from Hong Kong to China without a permit 
from the Nanking Government, there are several ways by which such 
shipments may pass through Hong Kong en route to Canton. A defi- — 
nite distinction is made between exported and transshipped cargo, and 
it is clear that the Hong Kong authorities accept the permit issued by 
the Canton Government when it is a question of transshipment at this 

port. (See confidential despatch No. 942 of June 30, 19384). Accord- 
ing to the police, the following procedure is quite feasible in connection 
with (4) above: an exporter in the United States might obtain a permit 
from the Secretary of State on the basis of Hong Kong as the desti- 
nation of the merchandise, the consignee in Hong Kong might, before 
the shipment arrives, register the sales contract with the Hong Kong 
police showing that the merchandise is really destined to Canton, and 

the shipment would be allowed to pass on a Canton import permit as 
being transshipped cargo. 

The frankly-admitted opinion of the police is that there are too 
many loopholes, as far as Hong Kong is concerned, for the restric- 
tions on arms imports into China to be effective. 

The Hong Kong police have furnished confidential statistics “* as to 
the movement of American arms and ammunition purchased by the 
Outdoor Sports Equipment Company, Ying Tak Kee, and the Hong 
Kong Sporting Arms Store during the period June 1 to September 30, 
1934. It will be noted (Table A) that (1) the total imports of Ameri- 
can cartridges by these three firms were 427,600 rounds; exports to 
Macau and Canton 274,950 rounds. (2) 68,000 shells were imported; 
28,450 shipped to Canton and Macau. (3) 260 revolvers imported; 
262 exported to the same destinations. | 

Table B, relating to the Outdoor Sports Equipment Company, 
shows that (1) 282,900 cartridges were imported from the United 
States; 161,050 were exported to Canton. (2) 31,500 shells imported; 
22,450 exported to.Canton. (38) 129 revolvers were imported ; 128 were 
exported to Canton. There is attached the Outdoor Sports Equip- 
ment Company’s record of exports for this period. It may also be of 
interest to note that up until two months ago this firm had a branch 
in Macau. 

Table C indicates that Ying Tak Kee imported 33,200 cartridges 
from the United States. Exports to Macau 28,900; to Canton 2,000. 

“ Enclosures not printed.
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Table D shows the importation of cartridges by the Hong Kong 

Sporting Arms Store as totalling 161,500; exports (1) to Macau 

63,000, (2) to Canton 20,000. The Consulate General has just been in- 

formed that this firm is soon expecting 200,000 rounds of ammuni- 

tion and 330 revolvers shipped during September from the United 
States. The police state that practically all of this shipment is to 
go to Canton. 

In view of the circumstances surrounding the arms traffic in Hong 
Kong, therefore, it would appear that a large part of the American 
arms material consigned to Hong Kong is in fact finding its way into 

South China. 
Respectfully yours, L. H. Gourtry 

893.118/1574 | 

Memorandum Prepared in the Division of Far Eastern Affairs * 

[Wasuineton,] October 25, 1934. 

SureMEntT From tHe Unitep States tro Cains, Hone Kone, anp 
Macao or Arms AnD Munitions or W4R 

According to the records of the Department there were approved 
during the period January 1, 1982, to and including October 22, 1934, 
applications for license to export to China, Hong Kong and Macao 
arms and munitions of war valued as follows: 

1932 $448, 689. 12 
1933 3, O17, 947. 35 
1934 to October 23 8, 554, 768. 07 

Total $7, 021, 404. 54 

With regard to declared points of destination, the above total of 
$7,021,404.54 may be subdivided as follows: 

China 

1932 $448, 689. 12 
1938 9, 973, 927. 75 
1934 to October 23 3, 523, 5380. 64 

——————— $6, 946, 147. 51 

Hong Kong 

1932 00 
1933 43, 626. 00 
1934 to October 23 31, 287. 43 

—_———_—_—_—_—- — F4, 863. 43. 

“Submitted by the Under Secretary of State to the Secretary of State by 
letter dated October 27.
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Macao 

1932 00 
1933 393. 60 
1934 to October 23 00 

393. 60 

$7, 021, 404. 54 
(detailed statements attached hereto) *° 

Exports to China, Hong Kong and Macao of arms and munitions 
of war valued at $564,763.12 were approved by the Department during 
the fourteen months’ period January 1, 1982, to March 1, 1933. Ex- 
ports valued at $5,072,887.25 were approved during the succeeding 
fourteen months’ period ending April 30, 1934. This sharp increase 
in the value of arms and munitions of war destined for shipment to 

China was due entirely to improved conditions within the trade and 
in no way to a relaxation of the rigid control exercised by the Ameri- 
can Government over the export to China of the goods under con- 
sideration. 

In considering the figures stated above, note should be made of the 
fact that presumably, but not necessarily, delivery has been made of 
practically all of the goods covered by export licenses issued by the 
Department. An outstanding exception, however, is found in the 
item of 25 Northrop airplanes valued at $1,034,550 and covered by an 
export license issued by the Department on October 18, 1934, in con- 
nection with which no deliveries to China have been effected. (In 
informing the Department of this large purchase by the Chinese Gov- 
ernment, the Consul General at Shanghai made mention of the re- 
ported purchase, also by the Chinese Government, of 50 military 
planes of Italian manufacture, i. e., double the number of planes 
ordered of Northrop manufacture.) 

Note should also be made of the fact that, with a view to avoiding 
possible delays at the port of exportation, shippers to China occa- 
sionally apply to and receive from the Department a license to export 
to China materials of a non-military nature such as, for example, 
commercial airplanes. The result of this practice is an increase in 
the declared value of shipments to China, Hong Kong and Macao of 
arms and munitions of war. It is believed, however, that to date the 
total of such items is not of great consequence. 

As of possible interest in connection with the foregoing it may be 
stated that, according to statistics prepared by the Chinese Maritime 
Customs, total imports into China during 1933 of arms and ammu- 
nition (not including aircraft) were valued at US$9,063,047 (Cus- 

“Not printed. |
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toms Gold Units (C. G. U.) 17,652,994 at average exchange rate of 
5184). According to Department of Commerce figures, the value 
of exports from the United States to China in 1933 of the commod- 
ities named amounted to US$23,953 or approximately one-fourth 
of one per cent of China’s purchases of arms and ammunition. Thus 
it would appear that, with the exception of aircraft, the United States 
serves as a source of supply for only a very small portion of China’s 
purchases of arms and munitions of war. 

893.113/1577 

The Chargé in China (Gauss) to the Secretary of State 

No. 3092 Perrine, November 2, 1934. 
[Received December 1.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 1440, August 27, 1934, in regard to the impor- 
tation of supplies for the foreign armed forces in China, whereby the 
Legation was authorized, provided the principally interested Lega- 
tions acted similarly, to reply to the Ministry of Foreign Affairs, as 
suggested in the Legation’s despatch No. 2810, June 27, 1934, to the 
effect that the new regulations governing the importation of supplies 
for the foreign armed forces in China had been carefully examined 
but that they had been found impracticable, and that the American 
authorities would continue when necessary to issue certificates to 
cover importation of supplies through the customs at the several 
ports and to give attentive consideration to and cause strict investi- 
gation to be made of any complaints which might be received from 
the appropriate Chinese authorities with regard to any improper 
practices and any misuse of supplies imported for military or naval 
use. | 

Shortly after the receipt of the Department’s instruction under ac- 
knowledgement, this Legation, and the other interested Legations in 

China, received a further note from the Ministry of Foreign Affairs 
announcing an intention of enforcing these regulations from January 
1, 1935. 

The matter was accordingly taken up with the representatives in 
Peiping of the various interested Legations, and, as a result, com- 
munications similar to that authorized by the Department have now 
been addressed to the Ministry of Foreign Affairs by the American, 
British, and French Legations. The Italian Legation is forwarding 
a communication of similar purport but different phraseology, while 
the Japanese Legation is confining its action to informing the Ministry 
of Foreign Affairs orally, through its Secretary of Legation at Nan-
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king, that it will not acquiesce in the enforcement of the new regula- 
tions upon supplies imported for the Japanese armed forces in China. 
Copies of the American, British, French and Italian draft communica- 
tions, together with a copy of an informal letter from the Japanese 
Legation, are enclosed *” for the Department’s information. 

In connection with the Italian draft, it will be noted that the Italian 
Minister, while stating that the proposed alterations in the present 
procedure are not warranted, omits any assurance of a willingness to 
investigate any complaint of abuse of the present system, and contents 
himself with the statement that he is willing to give consideration 
to any necessary modification of the existing regulations which the 
Chinese Government may consider desirable. 

The Japanese action likewise gives no assurance of a willingness 
to investigate any complaints of abuses. 

The Legation has been led to believe from casual comments by 

officers of the Customs that the Italians and Japanese are the two 
Powers particularly subject to criticism in connection -with this 
matter. 

After the Italian draft and the Japanese position were made known 
to the Legation, it was decided, in consultation with the British Lega- 
tion, to forward the American and British memorandums as drafted. 
The French memorandum, of the same tenor, had already been for- 
warded to the Foreign Office. | 

Respectfully yours, C. E. Gauss 

893.113/1580 

The Chargé in China (Gauss) to the Secretary of State 

No. 3147 | Prererne, November 20, 1934. 
[Received December 15. ] 

Sir: I have the honor to refer to the Legation’s despatch No. 3092, 
November 2, 1934, in regard to the importation of supplies for the 
foreign armed forces in China. 

Under date of November 8, 1934, the Ministry of Foreign Affairs 
replied to the Legation’s memorandum upon this subject and declared 
that the Chinese Government had absolutely no intention of con- 
trolling or limiting the importation of proper articles for the foreign 
armed forces in China for their own use, but that during recent years 
large quantities of articles which were obviously not intended for 
the use of the armed forces have frequently been imported either in- 
tentionally or unintentionally by some persons connected with the 
foreign armed forces, with a consequent loss of revenue to the Chinese 

“ None printed.
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Government. The Ministry states that the new regulations were 
designed to remedy this situation, that they are not difficult to carry 
out, and that they are not contrary to the Sino-foreign treaties. For 
these reasons, it again expresses an intention of enforcing the regu- 
lations at an early date. 

Upon the receipt of this note from the Ministry of Foreign Affairs, 
an officer of this Legation called upon an officer of the British Legation 
and ascertained that, allegedly unknown to that Legation, the British 
Consul General at Shanghai, together with the commanding officers 

| of the British armed forces at Shanghai, had discussed this question 
informally with the Officiating Inspector General of Customs, a 

_ British subject, with the result that they had been able to reach an 
agreement which appeared satisfactory to the Customs as well as to 
the British authorities. This informal agreement, which has still 
to be approved by the Commander-in-Chief of the British forces in 
the Far East before the British Legation will acquiesce therein, 
provides for a slight modification of the present procedure whereby 
import declarations would henceforth be submitted in triplicate 
instead of in single copy as at present. By requiring that the original 
declarations be transmitted to the Customs by the concerned consular 
officer under official cover, and that the duplicates be transmitted 
in a similar manner after delivery of the goods and endorsement 
thereon by the commanding officer concerned that the goods have 
been received, the Customs anticipates that it will be able to check 
all importations in a manner which will prevent alterations in the 
declarations which it has reason to believe have been made in the past 
by customs brokers or other agents handling such importations. 
A copy of the memorandum of conversation is enclosed.® 

| In the hight of this information, and in view of the fact that the 
Maritime Customs appears to have been the organ of the National 
Government at whose instance this question has been raised, the 
Legation has deemed it desirable to reply to the Ministry of Foreign 
Affairs reiterating its position in the matter, but at the same time 
expressing a willingness to give its sympathetic consideration to any 
reasonable modification of the present procedure which the National 
Government may feel is needed in order to protect the revenue by 
preventing irregular practices. 

A copy of this memorandum, and a copy of the Legation’s instruc- 
tion to the Counselor of Legation at Nanking, directing that he deliver 
the memorandum in person to an appropriate official of the Ministry 
of Foreign Affairs to whom he should emphasize orally the Lega- 

“ Not printed.
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tion’s position in the matter, are enclosed * for the Department’s 
information.” 

Respectfully yours, C. EK. Gauss 

893.118/1579 

The British Ambassador (Lindsay) to the Secretary of State 

No. 396 WasHineTon, December 12, 1934. 

Sir: I have the honour to refer to the note which you were good 
enough to address to me on the 10th August in which you explained 
the procedure in force with regard to the export from this country of 
arms to China; and, under instructions from His Majesty’s Principal 
Secretary of State for Foreign Affairs, to make the following com- 
munication in reply :— 

2. On Page 7 of your note you explained what the United States 
Government regard as military aircraft and you enquired whether 
His Majesty’s Government in the United Kingdom could see their 
way to adopt a similar interpretation. 

3. The position in regard to the export of aircraft from Great 
Britain to China is that His Majesty’s Government do not require 
specific licenses to be obtained for the export of unarmed aircraft: 
and, consequently, the procedure of ascertaining whether the Nanking 
Government approve export is not applied to this material. His 
Majesty’s Government have in the past been content to divide aircraft 
into two categories only, namely, armed and unarmed. ‘This practice 
is well established, and arose from the difficulty of obtaining any 
exact and comprehensive definition of military aircraft. It enables 
an objective test to be applied; and for that reason it has proved 
simple and administratively convenient. His Majesty’s Government 
are of the opinion that any definition which applied a subjective 
test, e. g. in regard to the aircraft being presumed to be destined for 
military use, would leave too much scope to the diversities of national 
or local interpretation. | 

4, His Majesty’s Government are glad to note that the practice of 
the United States Government conform so closely with their own in 
the matter of controlling the export of arms to China generally. 

“ Neither printed. 
° The Chargé in China reported in his despatch No. 3170, December 3, 1934, 

that the Consul General at Nanking had been informed at the Chinese Foreign 
Office that it had “acted in this matter merely as an intermediary between the 
Ministry of Finance and the Legations,” but that the “proposed change in the 
regulations governing the importation of supplies for the foreign armed forces 
in China had been immediately due to the actions of the Japanese forces.” 
(893.113/1581)
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However, while they sympathise with the aims of the United States 
Government in connection with the definition of military aircraft, 
they do not consider that under existing conditions the application 
of the stricter procedure in force in the United States is practical; 
and they therefore propose to continue to regulate the export of air- 
craft to China by their present export procedure under which a licence 
is not required for unarmed aircraft. They are convinced that it will 
be best for the present to concentrate on securing the agreement of 
other governments to the application of a uniform procedure to what 
is clearly war material. 

5. The Chinese Government have not in fact so far addressed to 

His Majesty’s Government any representations with regard to the 
export of unarmed aircraft; but if, at any time, representations in 
this sense should be made, His Majesty’s Government will be prepared 
to reconsider the matter, provided that it is clear that a general inter- 
national agreement for the further restriction of such exports could 
be obtained under conditions which could not be abused. 

6. When on Page 5 of your note you mentioned that American 
exporters to China were placed at disadvantage in comparison with 
exporters of other nationalities, you stated that the Hong Kong au- 
thorities had appeared willing to permit shipments to China on the 
basis of import permits issued by local Chinese authorities. In order 
to remove any misunderstanding which may exist on this particular 
point, I have been instructed to explain that the Government of 
Hong Kong have, from the time that the regulations regarding the 
importation of arms were promulgated by the Chinese Government, 
most scrupulously discharged their responsibility so far as con- 
cerns arms imported into Hong Kong as stock, and subsequently sold 
to customers in China, i. e. in every case the firms concerned have been, 
and will be required to produce an authorisation from the Central 

Government of China. It is only in the case of arms ordered in China 
from some territory beyond Hong Kong, whether British or foreign, 
and passing through Hong Kong in transit from that territory to the 
customer in China, that the Government of Hong Kong have not con- | 
cerned themselves with the authorisation of the Central Government 
of China. The reasons for this attitude lie in the Barcelona Con- 
vention on Freedom of Transit. | 

7. With reference to the last paragraph of your note, I have the 
honour to inform you that His Majesty's Government have not yet 
completed their consideration of the subject of the export of arms to 
China, and that they will not fail to inform the United States Gov- 
ernment of the conclusions which are finally reached in the matter. 

In the meanwhile they are continuing to apply the procedure described 
in Mr. Osborne’s note No. 265 of the 4th August. 

I have [etc. ] R. C. Linpsay
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PROPOSAL OF THE CHINESE GOVERNMENT THAT A NEW TREATY 

WITH THE UNITED STATES BE NEGOTIATED TO REPLACE THE 

COMMERCIAL TREATY OF OCTOBER 8, 1903" 

611.9331/172a: Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WasHIneTon, January 9, 1934—5 p. m. 

6. Your 935, December 26, 7 p. m., 14, January 6, 11 a. m.™ and 
Department’s 405, December 29, 4 p. m.* in regard to treaty revision. 

1. Unless you perceive objection thereto (in which event you should 
inform the Department immediately of your objection and of your 
suggestions with regard to changes in text or procedure) , the Depart- 
ment authorizes you to communicate on date January 18th a reply to 

the Chinese note of December 23," as follows: 

“I have the honor to refer to the Chinese Government’s note of _ 
December 23, 1933, stating that the third 10-year period of the Sino- 
American Commercial Treaty of October 8, 1903, with Annexes, 
dating from the exchange of ratifications on January 18, 1904, will 
expire on January 13, 1934, and expressing a desire ‘independently 
to negotiate a new treaty ... *’ on the basis of the principles of 
equality and reciprocity.’ Under date (blank) I informed you that 
the contents (or text) of your note under reference had been com- 
municated to my Government. 

I am now under instruction to state that the American Govern- 
ment has taken note of the provision contained in the third para- 
graph of Article 17 of the Treaty of 1903 to the effect that either 
of the High Contracting Parties may at the end of each 10-year period 
call for a revision of the articles of that Convention and of the pro- 
vision contained in the second paragraph of the same Article to the 
effect that the Treaty shall remain in force until a revision is effected 
as therein provided. | 

Continuing to be animated, as it always has been, by the most 
friendly motives, and desiring in so far as may be practicable to meet 
the wishes of the Chinese Government in regard to provisions for the 
regulation of relations between China and the United States, the 
American Government is prepared to participate in negotiations for 
revision of the treaty of 1908. As, however, the Chinese Government 
has suggested the negotiation of a new treaty, the American Govern- 
ment feels that its consideration of this suggestion would be facilitated 
if the Chinese Government would supply it with further information 
in regard to the plans and proposals which the Chinese Government 

. Continued from Foreign Relations, 1933, vol. 11, pp. 567-569. 
 Tbid., p. 567. 

B Wet printed ; it reported China’s request for revision of its treaty with Great 
ritalin. 

Foreign Relations, 1938, vol. 111, p. 569. . 
Ko’ telegram No. 935, December 26, 1933, from the Minister in China, idbid., 

p. 567. 
 Tbid., 1903, p. 91. 
* Omission indicated in the original telegram. . 

748408—50—VvoL. 11139
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has in mind both as regards the substance of the negotiations and the 
time, the place and the manner in which such negotiations might 
be conducted. Upon receipt of this information the American Gov- 
ernment would expect to give careful consideration to the various 
problems involved.” 

| 2. Also, if you perceive no objection, you should inform your 
British colleague in confidence of the substance of the Chinese note 
of December 23 and of the above reply, assuring him that you will 
expect to keep him informed as far as may be practicable and appro- 
priate of developments. 

3. Department is informing the British Embassy ‘here of the sub- 

stance of paragraph 1 above and requesting that Embassy inform 
British Foreign Office immediately. 

PHILLIPS 

611.9331/173 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

PrrpPine, January 11, 1934—2 p. m. 
[Received January 11—6:50 a. m.] 

28. Department’s 6, January 9, 5 p.m. Note to Acting Minister 

for Foreign Affairs bearing date January 13 has been mailed to 
Peck ** today for delivery on the 18th. The second sentence of first 
paragraph was drafted to read as follows: 

“Under date of January 3, 1934, I informed Your Excellency that 
your note under reference had been communicated to my Government.” 

J OHNSON 

| 611.9381/175 

The British Embassy to the Depariment of State 

, MrmoraNDUM 

On January 8th the British Embassy were informed by the State 
Department that the Chinese Government had asked for the nego- 

| tiation of an entirely new commercial treaty to replace the Sino- 
American Treaty of 1903. 

A similar request has been made to His Majesty’s Government in 
respect of the Sino-British Treaty of 1902.°° No reply is being sent, 
and further information from Peking is awaited before considering 
the matter further. His Majesty’s Government will probably adopt 
substantially the same attitude as the United States Government: but 

* Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
1 Signed at Shanghai, September 5, 1902, British and Foreign State Papers, 

vol. xcv, p. 39.
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as the Sino-British Treaty, unlike the Sino-American Treaty, pro- 
vides for revision of tariff only and China now has tariff autonomy, 
the request to His Majesty’s Government may have a merely paper 
significance. 

His Majesty’s Minister at Peking will be instructed to keep in touch 
with his United States colleague. | 

WASHINGTON, January 11, 1984. 

611.9331/176 : Telegram : 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 23, 1934—5 p. m. 
[Received January 23—10:50 a. m.] 

56. Reference Department’s 6, January 9, 5 p. m.; and my 22, 
January 18, 4 p. m.,° following is translation of note dated January 
18 from Acting Minister for Foreign Affairs: 

“TI have the honor to acknowledge the receipt of your formal note 
of January 18th stating that you have received instructions from the 
American Government expressing concurrence in the proposal of the 
Chinese Government for the revision of the treaty of 1908. You re- 
quest further information in regard to the desire and proposal which 
the Chinese Government has in mind both as regards the substance of 
the negotiations and the time, the place and the manner in which 
such negotiations might be conducted in order that the various pro- 
posals [ problems | involved may be given consideration. 

I have not failed to note the above. The commercial treaty of 
1903 was made 30 years ago. Conditions and circumstances have 
changed and most of the articles have already become inapplicable. 
Except for those articles relating to customs tariff which were all 
abrogated by the Sino-American tariff treaty of 1928 * the represen- 
tative [remaining] provisions are mostly of a unilateral nature and 
do not conform to the principles of equality and reciprocity. The 
provisions regarding extraterritoriality and inland river and coastal 
navigation are extremely injurious to China’s sovereign rights and 
should be abrogated; this is particulary the long-standing desire 
of the people of China. The Chinese Government sincerely hopes 
that a new treaty will be concluded at an early date with different 
provisions to make it satisfactory. 

The time and place for the opening of negotiations can be fixed 
as soon as I have been informed of the views of the American Gov- 
ernment.” 

ee JOHNSON 

© Latter not printed. 
“ Signed at Peking, July 25, 1928, Foreign Relations, 1928, vol. u, p. 475.
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611.9831/176 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, March 13, 1934—noon. 

64. Your 56, January 23, 5 p. m. 
1. The Department does not desire at the present time to make 

a formal reply to the Chinese Government’s note of January 18, 1934, 
but does desire that Peck, subject to such comment as the Legation 
may deem desirable to make, and with prior submission thereof to 
the Department, discuss informally the question of treaty revision 
with the person in Chinese Government circles whom he considers 
to be the most responsible individual to approach, possibly Chiang 
Kai-shek * himself, along the lines indicated below and report with 
regard to the reactions produced. 

In our note of January 13, we expressed our willingness to partici- 
pate in negotiations for a revision of the treaty of 1903, but, in view 

| of the reference in the Chinese note of December 23 to a “new treaty”, 

we stated a desire for further information in regard to the plans and 
proposals which the Chinese Government had in mind. The Chinese 
Government by its note of January 18 clearly indicates that it not only 
desires a revision of the treaty of 1903 but that it wishes to have the 
question of American extraterritorial jurisdiction brought into the 
negotiations. 

With regard to this question, we feel that American extraterritorial 
| jurisdiction in China rests on a broader and more comprehensive 

basis than merely the provisions of the treaty of 1903. Moreover, 
the American Government’s attitude in regard to the problem of 
extraterritorial jurisdiction has been clearly indicated in its notes of 
August 10, 1929, and November 1, 1929.% Subsequent thereto dis- 
cussions were entered into between representatives of the two Govern- 

| ments, and, pari passu with somewhat similar discussions and results 
as between representatives of the Chinese and British Governments, 
tentative accords were reached by the summer of 1931 in regard to 
various phases of the question.® 
We had every intention of resuming these discussions in the autumn 

of 1931, but this was rendered impossible, as is well known, by political 
developments which substantially affected and continue to affect the 
general situation and hitherto existing expectations in and with re- 
gard to China and the Far East. 

@ Chairman of the Chinese Military Council and Commander in Chief of the 
Army, Navy, and Air Forces. 

* See telegram No. 254, August 1, 1929, 11 a. m., Foreign Relations, 1929, vol. 

Poe telegram No. 958, November 4, 1929, 5 p. m., ibid., p. 616. 
® See ibid., 1931, vol. 111, pp. 893-908.
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These developments have not altered the attitude of the American 

Government with regard to the problem of extraterritoriality. ‘This 

Government is animated by a sincere desire to meet the natural desire 

of the Chinese people for a liquidation of the system of extraterritorial 

jurisdiction in China. It feels warranted in asking, however, and it 
does ask, that there shall be an agreement that the process of liquida- | 
tion shall be gradual, in order that, on the one hand, certain progressive 
adjustments may be achieved in the Chinese legal and judicial systems 
and that, on the other hand, American interests which have developed 
in China during the past 90 years under the system of extraterri- 
toriality may have adequate opportunity to adjust’ themselves to the 
new situation which will have evolved while the extraterritorial system 
is being abolished. However, although there has been no change 
basically in the position of the American Government with regard 
to that question, we would be lacking in candor if we failed to point 

out that in our opinion the chain of events beginning with and flowing 
from the Manchuria affair warrants a reorientation of the views and 
efforts of China and the other interested powers in regard to that 

question. 
As is well known, it has been the policy of the National Government 

of China to take up this and related questions separately with each 
of the various powers which have a common interest in the extra- 
territorial system. Whatever may have been the potential advantages 
to China of that procedure, we would again be lacking in candor if 
we failed to express our view that recent developments and the 
present situation in China warrant a suggestion that there is need 
for a reconsideration of that policy in the light of what has occurred. 

Furthermore, the question of extraterritorial jurisdiction in China 
- is one which is not practically susceptible to solution by process of 

dealing with the powers separately. ‘That system rests on an aggre- 
gate of various treaty provisions which, after an existence of 90 years, 
cannot be liquidated by lopping off here and there, by agreement with 
individual powers, separate features of that system. The subject is 
one that should be dealt with as a whole and by all concerned. 
Nothing useful and lasting would be gained by substituting new 
patchwork for old. On the other hand, we are not blind to the dif- 
ficulties attending effort to reach a common accord with regard to the 
problem of extraterritorial jurisdiction, but we feel that, whatever 
difficulties may be involved in a course directed toward that end, it 
would be the course best adapted in the long run toward bringing 
about the end which all are seeking. : 

As the Department understands the situation, we all know that the 
Chinese desire the complete abolition of extraterritoriality; that the 
bringing about of the abolition of that system involves readjustment or
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liquidation of various foreign interests built up in China over a period 
of 90 years under that system; and that the principally interested 
powers have gone on record as expressing their willingness that there 
be a readjustment of their interests to meet the aspiration of the 
Chinese people provided that the process of readjustment be gradual 
and be brought about pari passu with certain progressive improve- 
ments in the Chinese legal and judicial systems. With this in mind 
we would earnestly urge upon those who now direct the destinies of 
the Chinese people that they attempt to devise an offer in keeping 
with known limitations and appropriate for submission to all the 
principally interested powers. 

If the Chinese Government does not desire at this time to give con- 
: sideration to the above suggestions, we feel on our part that, as our 

views are so well known both as a result of our express statements 
on the subject and of the tentative accords which were reached in 
the course of the discussions in 1929-1931, it is doubtful whether 
any useful purpose would be served by attempting at this time to 
inject the question of extraterritorial jurisdiction into discussions in 
regard to a revision of the treaty of 1903, unless China is prepared 
to take a practical view of the existing situation and of the difficulties 
inherent in this problem in the light of that situation. We feel there- 
fore that, if there is to be any hope at the present time of progress 
toward a solution, as between the United States and China, of the 
problem of extraterritorial jurisdiction by following the procedure 
which has been followed in the past, the Chinese should offer specific 
proposals giving indication of a realization by them of the actualities 
of the existing situation. We are quite prepared to examine sympa- 
thetically any such specific proposals that China may wish to put 
before us. 

Aside from the question of extraterritoriality, we are, of course, 
prepared, as provided in Article 17 of the treaty of 1908, to enter into 
discussion of any specific proposals for a revision of that treaty. How- 
ever, as it is China, not the United States, that has raised the question 
of revision, we feel that specific proposals in regard to the nature of 
the revision desired by China should be formulated by the Chinese 
Government. A mere statement of desire to negotiate a new treaty, 
such as has so far been communicated to us, is not sufficient, as it does 
not afford sufficient basis for an adequate consideration of the problem. 
As a general rule, almost without exception, the party seeking revision 
of a treaty submits with its request an outline or text of its desiderata. 

The above views and suggestions are tendered in a spirit of sincere 
desire to be helpful, in the hope that some at least of the factors which 
constitute obstacles in the way of a solution of the problems involved 
may be removed in advance of negotiations. In all frankness, the
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principal obstacle which has impeded negotiations in the past has 
been China’s policy of approaching these questions on lines dictated 
by nationalistic sentiment without adequate regard for actualities. : 

2. You may, if and when this discussion takes place, inform your 
British colleague in confidence of the substance thereof. 

HU 

611.9331/183 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, March 22, 1934—noon. 
| [Received March 22—4: 45 a. m.] 

132. Your 64, March 18, noon. I assume that Department’s pro- 
posal covers a suggestion that China offer proposals regarding treaty 
revision as it would apply to proposal which could be discussed by 
all of the interested powers including Japan, for Japan of course is 
one of the powers very much interested. I also assume that Depart- 
ment’s proposal is for joint rather than separate negotiation between 
the powers and China concerning extraterritoriality. I am sure that 
these questions will be asked in Nanking should the Department’s 
proposals be taken up and before giving consideration to the feasi- 
bility of making this approach to the Chinese authorities I would 
like to have the Department clarify this aspect of the situation. 
Participation by Japan in any joint discussions with China con- 
cerning extraterritoriality at this time would be likely to introduce 
embarrassing situation. 

J OHNSON 

611.9331/186 : Telegram | 

The Minister in China (Johnson) to the Secretary of State 

Prreine, March 27, 1934—1 p. m. 
[Received March 27—5 :12 a. m.] 

141. With further reference to Department’s 64, March 13, noon, 
we have been committed to negotiations on the subject of extrater- 
ritoriality since 1929 so that Chinese Government’s note of January 
18th of this year did not in fact introduce any new matter into treaty , 
discussion. The only new factor introduced by its note of December 
23, 1988, requesting revision of the treaty of 1903 and the statement 
in the January 13 [18] note [is?] regarding inland river and coastal 
navigation. There is very little likelihood that we can persuade the 
Chinese to offer us a chance for proposal in regard to any of these
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questions short of a request for their complete abrogation. It would 
be my suggestion that we do one of two things at the present time: 
(a) instruct Peck to see Wang Ching-wei ® and make oral acknow]l- 

edgement of Foreign Office note of January 13 [78] requesting that 
Foreign Office be more specific and furnish us detailed draft or (6) 
build up our own draft of what we are prepared to agree to based on 
extraterritorial draft of July 14, 1931, and hand that to the Foreign 

Office. 
JOHNSON 

611.9331/186 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, April 4, 1934—6 p. m. 

95. Your 132, March 22, noon, and 141, March 27, 1 p. m. in regard 
to treaty revision. 

1, Department is conferring with the British Foreign Office through 
our Embassy in London. You may, therefore, for the time being, 
hold in abeyance action in regard to the Department’s telegram No. 
64, March 18, noon. 

2. You should, however, acknowledge, as under instruction from 
the Department, the Chinese Government’s note of January 18, 1934, 
stating that this Government is giving consideration to the matters 
raised therein. 

Hon 

611.9331/186a 

7 The Secretary of State to the Ambassador in Great Britain 
(Bingham) 

No. 317 Wasuineton, April 4, 1934. 

Sir: The Department desires that you refer the Foreign Office 
to information which we conveyed to it on January 9, 1934, through 
the British Embassy here ® and information which we received in 
reply on January 12, 1934, through the same channel, in regard to 
the request of the Chinese Government that we negotiate an entirely 

new treaty to replace the Sino-American Treaty of 1903, and that 
you discuss this matter informally and orally with the Foreign Office, 
reporting results promptly, along the following lines. 

** President of the Chinese Executive Yuan (Premier) and Acting Minister for 
Foreign Affairs. 

7 Foreign Relations, 1931, vol. 111, p. 893. 
* Not printed.
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In reply to the American Government’s note of January 138, 1934, 
requesting information in regard to the Chinese Government’s idea 
of substance, time, place, et cetera, for negotiations, the Chinese 
Government in a note under date January 18, 1934, stated briefly that 
the Articles of the Treaty of 1903 were no longer applicable; that 
they did not conform to the principles of equality and reciprocity; 
and that the “provisions regarding extraterritoriality and inland 
river and coastal navigation are extremely injurious to China’s 
sovereign rights and should be abrogated.” 

In so far as the Department is informed with regard to the situa- 
tion of the British Government in connection with treaty revision, 
the Chinese Government has requested a revision of the Sino-British 
Treaty of 1902, and the British Foreign Office has expressed with 
regard to this request the view that it has “a merely paper significance”. 

In view of the fact that the Chinese Government has definitely 
raised with us the issue of including the question of extraterritorial 
rights in our discussions, the Department recalls that during the years 
1929-31, the American and British Governments through their re- 
spective Foreign Offices and diplomatic representatives in China col- 
laborated and kept each other informed with regard to discussions 
with the Chinese authorities on the question of extraterritorial rights, 
which discussions resulted in the reaching in the summer of 1931 of 
tentative accords with the Chinese authorities but with regard to 
which no final action was taken because of political developments in | 
the Far Kast. In view of the past policy of collaboration and coopera- 
tion with the British Foreign Office in regard to this question, the 
Department feels that it is appropriate and desirable that we again 
consult with the Foreign Office because, after all, the system of extra- 
territorial jurisdiction by the foreign powers in China rests on a 
broader and more comprehensive basis than that merely of provisions 
of any one treaty of any one power. The problem which the Ameri- 
can Government now has under consideration is not, therefore, a 
problem which is of interest and concern to this country alone but 
is one of common interest and concern to a number of other powers, 
especially Great Britain, Japan and France. 

The Department has had no indication of the contemplated course 
of action or the specific objectives of the Chinese Government with 
regard to the kind of solution which it now desires of the problem : 
of extraterritorial rights. We do not know whether that Govern- 
ment will insist upon complete and immediate abrogation of those 
rights, whether it will use the tentative accords which were reached 
in the summer of 1931 as bases of discussion, or whether it has some 
other proposal in mind. However, the American Government does 
not feel that its position in relation to the problem warrants the ac-
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ceptance by it, in fact or by implication, of an exclusive or isolated 
responsibility. As we are aware of the nature of the Sino-British 
tentative accords reached in 1931 and as the Foreign Office is also 
aware of the nature of our tentative accords reached in the same year, 
and as the problem is unquestionably of interest and concern to the 
British as well as to this Government, we should appreciate being 
informed whether any additional developments have occurred in re- 
gard to the question of revising the Sino-British Treaty of 1902 or 
of negotiating a new Sino-British commercial treaty and whether the 
Foreign Office has under active consideration the question of resuming 
negotiations with regard to British extraterritorial rights in China. 
We should also appreciate being informed of such views as the British 
Foreign Office may have and may be willing to express with regard 
to possible lines of action and in regard to any phases of the problem, 
in order that consideration may be given both here and in London 
to the possibility of approaching this matter and proceeding with it 
on parallel lines and with synchronized action. 

Very truly yours, Corpett Hu 

611.9331/193a : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WASHINGTON, June 2, 1934—3 p. m. 

158. Department’s 95, April 4, 6 p. m. in regard to treaty revision. 
1. Under date April 20, the Embassy at London informed the De- 

partment © that this matter had been discussed with an officer of 
the Foreign Office who stated that “present Government had formu- 
lated no opinion of policy as yet as regards Chinese extraterritoriality 
but that Foreign Office draft note of reply, awaiting approval of 
Simon,” stated in substance that while Britain was prepared to 
discuss commercial matters arising under the treaties, British extra- 
territorial rights could not be considered until the Chinese Govern- 
ment had made further progress on these lines with other nations... .” 

2. Under date May 17 the Embassy at London further informed 
the Department ™ “that the British Minister in China has now been 
instructed regarding the reply he is to send to the Chinese Government 
in regard to their request for the revision of the Sino-British com- 
mercial treaty, and to keep in touch with the American Minister in 
any discussions regarding extraterritoriality that may arise. The 

* Communication not printed. 
” Sir John Simon, British Secretary of State for Foreign Affairs. 
™ Communication not printed.
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Foreign Office again indicates that this question was not specifically 
mentioned in the Chinese communication to the British Government.” 

3. The above is communicated to you for your information in the 
event that the British Minister approaches you or in the event that 
you have occasion to approach him on the subject. 

PHILLIPS 

611.9331/194 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 5, 1984—4 p. m. 
[ Received June 5—38: 35 p. m.] 

229. Department’s 158, June 2, 3 p. m. 

1. On June 2nd the Second Secretary of the British Legation called 
upon an officer of this Legation and permitted him to read (1) copy 
of British reply to Chinese Government’s original note requesting 
treaty revision which reply was of similar tone to ours; and (2) 
Chinese Government’s reply thereto which was similar to the reply 
to us of January 18 (see Legation’s 56, January 28, 5 p.m.) including 
reference to extraterritoriality and inland navigation and differing 
only in that British Government was requested to open discussions. 

2. Secretary of the British Legation read to officer an instruction 
from his Foreign Office authorizing his Legation to inform Chinese 
Government verbally that the British Government would not consider 
a revision of the extraterritorial clauses of any treaty until discus- 
sions of extraterritoriality had reached a mature stage with other 
powers but that it was willing to meet reasonable desires of the Chinese 
Government in other matters provided actualities of the situation were 

| given consideration. 

3. Secretary said that no action had as yet been taken upon this 
authorization. 

JOHNSON 

611.9331/195 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, June 14, 1934—2 p. m. 
[ Received June 14—8: 50 a. m. ] 

248. Your 158, June 2, 3 p. m. 

1. British Minister ” and I have discussed this matter today. He 
has shown to me his instructions. I have explained to him the develop- 

‘ ments in Department’s instructions since which time and including 

Sir Alexander Cadogan.
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Department’s 64, March 13, noon, I have also informed him that it 
has been my impression that the Chinese Foreign Office all along has 
been chiefly anxious to put on record its desire for treaty revision 
under article 17 of the treaty of 1903 and that it is not necessarily 
anxious or prepared to proceed concretely with that at the present 
time. Sir Alexander tells me that his advisers in his Legation are of 
similar opinion. 

2. I have stated to Sir Alexander that acting on this assumption it 
has seemed to me that it was unnecessary to proceed further than 
formal acknowledgement authorized by Department’s 95, April 4, 6 
p.m. which we communicated to Chinese Foreign Office on April 10th 
and that we should leave matter alone awaiting further inquiry by 
Chinese. I have stated my opinion that when Chinese bring the matter 
up again we should be prepared to state that point reached in negotia- 
tions of 1931 represented maximum concessions we were prepared to 
make under conditions then or now existing and that while prepared to 
proceed upon that basis we are not prepared to carry the matter to final 
conclusion until all countries similarly involved have reached similar 
agreement. 

3. I find my British colleague generally in agreement in regard to 
| this matter. He is however communicating further with his Govern- 

ment. British Minister’s instructions authorized him to reply to the 
Foreign Office note stating British Government was prepared to 
negotiate provided the question of extraterritoriality is left in abey- 
ance but after our conversation he is recommending to his Government 

| that they make acknowledgement somewhat similar to ours and await 
events as I have suggested above. 

JOHNSON 

. 611.9331/195 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasHIneTon, June 15, 1934—7 p. m. 

172. Your 229, June 5, 4 p.m. and 248, June 14,2 p.m. 
1, Department concurs in the view that, as matters now stand, there 

is no need for us to take further action. However, if British Minister 
should be instructed by his Government to inform the Chinese authori- 
ties orally along the lines set forth in paragraph 2 of your 229, June 5, 
4p. m., you are also authorized to take similar action stressing the 
point that the system of the exercise in China of extraterritorial juris- 
diction by the foreign powers rests on a broader and more comprehen- 

| sive basis than merely the provisions of any one treaty of any one 
power.
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2. Because of the erroneous and misleading statements alleged to 
have been made by Mr. Suma of the Japanese Legation in regard to 
our discussions with the Chinese Government on the subject of extra- , 
territorial Jurisdiction (see Nanking’s despatch of April 18 to the Lega- 
tion entitled “Attitude of the Japanese Government Toward Foreign 
Military Advisers in China” ”*), the Department desires (unless you 
perceive some strong reason to the contrary) that, discreetly guarding 
the source of your information and without mentioning Suma, you or 

Peck express orally to the Japanese Minister to China surprise at the 
unfounded statements apparently thus emanating from Japanese 
official sources and give him, orally and in confidence, a brief outline 
of the substance of the record of what has occurred as set forth in the 
notes exchanged with the Minister for Foreign Affairs, beginning with 
the Chinese note of December 23, 1933. 

| Hoi 

611.9331/197 : Telegram 

The Minister in China (Johnson) to the Secretary of State | 

Perrine, July 6, 1934—11 a. m. 
| [Received July 6—10: 55 a. m.] 

291. Reference my 248, June 14, 2 p. m. and the Department’s 172, 
June 15,7 p.m. Under instructions from the British Foreign Office 
the British Legation on June 21st addressed note to the Ministry of 
Foreign Affairs acknowledging receipt of its note of May 24th concern- 
ing Sino-British treaty revision and adding that such note had been 
forwarded to the British Government for its consideration. 

2. Counselor Peck has been instructed to take action prescribed in 
paragraph 2 of the Department’s telegram under reference. 

J OHNSON 

DISINCLINATION OF THE AMERICAN GOVERNMENT TO RAISE ITS 
LEGATION IN CHINA TO THE STATUS OF AN EMBASSY “ 

701.9311/561 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

: [Wasuineton,] March 3, 1934. 

The Italian Ambassador called and said that he had been informed 
from Rome that the Chinese Minister there had stated to the Foreign 
Office that he “was going to raise” the Chinese Legation there to the 
rank of Embassy and that the same thing was being said by the Minis- 

* Not printed. 
“ Continued from Foreign Relations, 1933, vol. 111, pp. 698-699.
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ters of China at Washington, London and Paris. The Ambassador 
wished to know whether the Department had had any such approach 
from the Chinese Legation here. In this connection, the Ambassador 
referred to a somewhat similar inquiry which his Embassy had made 
here in the spring of 1933. 

I replied that we had had nothing whatever from the Chinese Lega- 
tion on this subject. I went on to remark that the Chinese have 
raised this question at one capital or another and under various cir- 
cumstances at intervals during the past twenty or more years. 

The Ambassador asked what would be the position of this Govern- 
ment if the Chinese now approach us on the subject. I replied that 
I had no reason to estimate that it would be different from what it 
has been in the past. 

The Ambassador then inquired whether he might ask an “indis- 
creet question”: He said that it was well known that his Govern- 
ment has in no way deviated from its earlier position with regard to 
Manchuria, that of “non-recognition”; he would like to know what 
the American Government thinks about this question in connection 
with recent developments in the Far East. (See separate memoran- 
dum.) 

| S[tantey] K. H[ornsecx | 

701.6593/14a : Telegram 

The Secretary of State to the Ambassador in Italy (Long) 

WasHINGTON, September 25, 1934—5 p. m. 

84. The first secretary of Italian Embassy called this morning 
and stated that he was under instruction from his Foreign Office to 
inform us in confidence that the Italian Government has decided to 
raise its Legation in Peiping to the grade of Embassy. He said 
that no reasons or explanation were given. To inquiry whether his 
Government was informing other governments most concerned, the 
secretary replied that he assumed so. The Chief of the Far Eastern 
Division made comment to the effect that the Chinese have frequently 
requested of various governments this move and governments most 
concerned have conferred inter se; Italian Embassy here has several 
times previously discussed such requests with the Department; there 
has been an informal working understanding among the various for- 
eign offices that if any government seriously contemplated taking 
this step it would first consult with the others. 

Can you inform Department with regard to conclusiveness of the 
decision reported and reasons, advanced or real, for it. 

HULL 

® Ante, p. 60. | ce
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701.6593/15 : Telegram 

The Ambassador in Italy (Long) to the Secretary of State | 

Rome, September 26, 1934—1 p. m. 
[Received September 26—10: 25 a. m. ] 

206. Department’s 84, September 25, 5 p.m. The undoubted real 
reason is the influence of Galeazzo Ciano,” son-in-law of Mussolini, 
whose career in China was a Vice Consul, Secretary of Legation, Con- 
sul General and Minister within a period of a few years and whose 
pro-Chinese sympathies are outspoken. On his return to Italy in 
May 1933 there immediately appeared here Marshal Chang Hsueh- 
liang, son of the old war lord of Manchuria and present [vice] com- 

mander of the Southern [CAénese] forces. Chang and Ciano were very 
intimate, spent a great deal of time together and had places during the 
summer at Vallombrosa. Chang returned to China October 1933 
and has continued a written and telegraphic correspondence with 
Ciano. The attention shown the recent Chinese Aviation Commis- 
sion, formally reported by despatch No. 645 of August 8, 1984,” was 
probably at the instigation of Ciano. The Assistant Military Attaché 
reported recently Italian officers were active in China in the organiza- 
tion and direction of bombardment and pursuit training centers under 
Chang. All relates to Ciano’s attitude and influence here and his 
intimacy with Chang and the further probability that Ciano would 
like to return to China as Ambassador. 

However, in addition to this personal factor there is the background 
of Italy’s opposition to Japan based on Japanese aggression in the 
Far East and her economic penetration in markets throughout the 
world where Italy competes. 

While I have been unable as yet to see Suvich ® I send these as | 
probable reasons for the movement to create an Embassy in China and 
will report as soon as I have had a conversation with Suvich. 

Lone 

701.6593/14 : Telegram 

The Ambassador in Italy (Long) to the Secretary of State 

Rome, September 26, 1934—2 p. m. 
[Received September 26—8: 40 a. m.] 

208. Following Stefani communiqué just issued to be published 
this afternoon. 

* Count Galeazzo Ciano di Cortellazzo, Italian Under Secretary of Press and 
Propaganda. 

7 Not printed. 
“Fulvio Suvich, Italian Under Secretary of State for Foreign Affairs.
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“In authorized circles it is learned that the Italian Government 
has decided to raise its diplomatic representation in China to rank of 
Embassy in order to make it correspond with the importance of China 
as a great power and with the importance of the political, economic 
and cultural relations between Italy and China.[”] 

Lone | 

701.6593/18a : Telegram 

The Secretary of State to the Minister in China (Johnson)® 

: | WasHINeGTON, September 27, 1934—4 p. m. 

311. 1. On September 25 the First Secretary of the Italian Em- 
| bassy called at the Department and stated that he was under instruc- 

tion from his Foreign Office to inform us in confidence that the Italian 
Government had decided to raise its legation in Peiping to the grade 
of embassy. He said that no reasons or explanation were given. To 
inquiry whether his Government was informing other governments 
most concerned, the First Secretary replied that he assumed so. The 
Chief of the Far Eastern Division made comment to the effect that 
the Chinese have frequently requested of various governments this 
move and governments most concerned have conferred inter se; 
Italian Embassy has several times previously discussed such requests 
with the Department; and there has been an informal working under- 
standing among the various foreign offices that if any government 
seriously contemplated taking this step it would first consult with the 
others. 

2. Under date September 26 the Ambassador at Rome telegraphed 
that the undoubted real reason for the decision of the Italian Govern- 
ment is the influence of Ciano, at present Italian Under Secretary for 
Press and Propaganda, whose pro-Chinese sympathies are outspoken ; 
that Ciano’s attitude and influence and his intimacy with Chang 
Hsueh-lang probably had a direct bearing upon the friendly reception 
accorded in Italy to the Chinese Aviation Commission and upon 
Italian activity in China in aviation matters; and that in addition to 
this personnel factor there is the background of Italy’s opposition 
to Japan based on Japanese aggression in the Far East and Japan’s 
economic penetration in markets throughout the world where Italy 
competes. 

3. The Department is informed that the press in Italy has carried 
items in regard to the Italian Government’s decision with favorable 
comment thereon. 

4. Repeat to Nanking and Tokyo as Dep[artmen]t’s 35 and 167 
respectively. 

| Hou 

™ See last paragraph for instructions to repeat to Nanking and Tokyo as 
Department’s Nos. 35 and 167, respectively.
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701.6598/17 : Telegram 

The Ambassador in Italy (Long) to the Secretary of State 

_ Rome, September 27, 1934—6 p. m. 
[ Received September 27—5 : 35 p. m.] 

211. Your September 25, 5 p. m. I have been informed at the 
Foreign Office, in the absence of Mr. Suvich, by Prince del Drago, his 
assistant, that they have definitely decided upon the Embassy to 
China to be located at Shanghai. To my comment upon the fact that 
the American Government had only been advised and had not been 
consulted he replied that it was not necessary to consult with any 
other governments and that none of them had been consulted; that 
Italy was a party to a written understanding that they would advise 
with other governments before raising the Legation in China to an 

Embassy except that there was no obligation to consult if there existed 
in China an Embassy from any country; and that there already 
existed in China an Embassy from Russia and that China sent an 
Ambassador to Russia; and that interested governments had been 

advised as a matter of comity. , 
He also said that China was the greatest nation of the Far East 

though it was in a very distraught state, but that, in the opinion of the | 
Italian Government, China was of such international importance as 
to be entitled to receive an Ambassador from Italy. 

To my inquiry as to whether there were other political significance 
and as to whether it was a friendly gesture toward Russia he replied 
that of course it could not be construed as a move antagonistic to _ 
Russia. To my suggestion that it might be considered as an indica- 
tion of the lack of an entire cordiality toward Japan he replied in 
Italian “ecco”, which in Italian vernacular is translated “that is 
just it”. 

This confirms the penultimate paragraph of my No. 206." 
Not repeated to other missions. 

Lone 

701.6593/20 | 
: Memorandum by the Secretary of State | 

[WasuHineron,] September 28, 1934. 

The Chinese Minister called and referred to the fact that Italy had 
proposed to raise the rank of Minister to China to that of Ambassador, 

and inquired whether this Government would be likewise disposed. 
He stated that Secretary Kellogg * on a former occasion had sounded 

” September 26, 1 p. m., p. 587. 
* Frank B. Kellogg, Secretary of State, 1925-29. 

748408—50—voL. 111-40
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out other governments © to ascertain whether they would be disposed 
to raise this rank to that of Ambassador, but that for some reason 
the matter failed. He indicated genuine interest in favorable action. 

I replied that I was surprised to learn about the Italian movement, 
which I only knew about through the public print.** I added that 
I would give attention to his request. 

C[orpeti| H[ v1] 

701.6593/19 : Telegram 

The Ambassador in France (Straus) to the Secretary of State 

Parts, September 29, 1984—noon. 
[Received September 29—9: 25 a. m.] 

708. Department’s telegram No. 393, September 27,7 p.m.** During 
the course of a conversation between Rogers ® and Decloux of the 
American section of the Foreign Office on whom Rogers called yester- 
day afternoon on routine business Decloux of his own accord brought 
up the question of Italy raising its Legation in Peiping to the grade 
of Embassy. Decloux said that he thought his Government was very 
embarrassed and that the British were particularly so. He said that 
he understood that the British had lodged a formal protest through 
their Ambassador at Rome. He said further that he believed this 
to be an Italian gesture to flatter Chinese pride and thus assure for 
themselves a favored commercial position in China. Rogers made 
no comment. 

STRAUS 

701.9493/80 : Telegram 

The Chargé in Japan (Neville) to the Secretary of State 

Toxyo, October 9, 1934—5 p. m. 
[Received October 9—7: 35 a. m.] 

220. Department’s 167, September 27, 4 p. m.*¢ The Vice Minister 
for Foreign Affairs told me today that the British Ambassador had 
made inquiries in regard to the Japanese attitude towards the decision 
of the Italian Government to raise their Legation at China to an 
Embassy. The Foreign Office, I was told, replied that the Japanese 

* See Foreign Relations, 1928, vol. u, pp. 201 ff. 
“Notations on the original documents do not indicate that the previous 

correspondence on this subject had been routed to the Secretary’s office. On 
outgoing telegrams the Secretary’s name was initialed by the Under Secretary 
of State, William Phillips. 
“Not printed; it reported information contained in first paragraph of tele 

gram No. 311, September 27, 4 p. m., to the Minister in China, p. 538. 
* Alan Stewart Rogers, Third Secretary of Embassy in France. 
* See footnote 79, p. 538.
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Government had had this proposal under advisement for 10 years; 
that appropriations to that end had been obtained from the Diet, but 
the Government had not yet considered the time ripe for such a step; 
further, the Japanese Government would not be influenced by the 
Italian decision into any precipitate action, but would appoint an 
Ambassador only when it felt that the situation warranted it. 

Repeated to Peiping. 
NEVILLE 

124.93/270 | 

Memorandum by the Under Secretary of State (Phillips) 

[ Wasuineton,| October 9, 1934. 

During his call this afternoon the Chinese Minister referred to 
the fact that a day or so ago he had asked the Secretary whether the 
United States Government was prepared to follow the Italian initia- 
tive in raising the American Legation in Peking to the rank of 
Embassy. Mr. Hull at that time had informed the Minister that he 
was giving the matter consideration. 

I informed Minister Sze that we had now decided not to follow 
the lead of the Italian Government and would not, therefore, take 
any step in that direction at the present time. 

W [rim] P[ ames] 

 %01.9493/80 : Telegram 

The Secretary of State to the Chargé in Japan (Neville) 

Wasuineton, October 9, 1934—6 p. m. 

174. Your 220, October 9, 5 p.m. In reply to an inquiry from 
the British Embassy the Department expressed the opinion that 
the present is not an opportune time to make a change in the character 
of diplomatic representation in regard to China and stated that 
before making a change of this character the Department would expect 
first to confer with and/or give notice to the interested governments. 
The Japanese Embassy was also informed orally to this effect. 

Repeat to Peiping with request that Nanking be informed. 
Ho 

701.9498/84 : 

Memorandum by the Under Secretary of State (Phillips) of a Con- 
versation With the British Ambassador (Lindsay) 

[Wasuineton,| October 22, 1934. 

The British Ambassador said that he assumed we had had a reply 
from Japan with respect to the action which they might or might not
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take regarding the raising of their legation in Peiping to the rank of 
embassy; the Ambassador outlined briefly the reply which the Jap- 
anese Foreign Office had given the British Ambassador in Tokyo; 
this reply was in writing and to the effect that Japin was giving the 
matter consideration; that m 1925 Japan had decided to take this 
step, but had not done so on account of chaotic conditions in China; 
that she would advise the powers if she decided to take the step, etc. 

etc. 
The Ambassador added that, so far as he understood the situation, 

the United States, Great Britain and France stood together in the 

belief that this was not an opportune time to establish embassies in 
Peiping and that anyway neither of the three powers would take 
this action without previous consultation with the other two. 

I said that we had received a reply from Japan along similar 
lines as that expressed to the British Ambassador in Tokyo and that 
Sir Ronald was correct in his understanding of the situation as 
between the United States, Great Britain and France. 

| W [114M] P[ sues] 

701.6593/80 : Telegram 
The Chargé in Italy (Kirk) to the Secretary of State. 

Rome, November 9, 1934—11 a. m. 
[Received November 9—6: 34 a. m.] 

246. Embassy’s despatch 748 of October 11th * and previous cor- 
_ respondence. The appointment of Lojacono, Italian Ambassador to 

Turkey, as Ambassador to China is announced today.® 
Kirk 

EFFORTS FOR THE CONSIDERATION OF AMERICAN CLAIMS OUT- 
STANDING AGAINST CHINA” 

493.11/1824: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, January 20, 1934—9 a. m. 
[ Received 10:55 a. m. | 

47. My despatch No. 2424, December 20.° At my suggestion Peck * 
saw Wang Ching-wei * about Chinese attitude toward American pro- 

®” Not printed. 
* Vincenzo Lojacono presented his credentials at Nanking on January 25, 1935 

(893.00 P. R. Nanking/84). 
*° Continued from Foreign Relations, 1933, vol. 111, pp. 628-659. 
* Despatch not printed; for its enclosure (memorandum of December 12, 1933, 

by the Minister in China of a conversation with the Chinese Minister of Finance), 
see Foreign Relations, 1933, vol. 111, p. 657. 

* Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
* President of the Chinese Executive Yuan (Premier) and Acting Minister for 

Foreign Affairs.
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posal for claims commission. Peck reports Wang as stating that 
Chinese Government would feel no hesitation in matter if it could 

_ be done without creating precedent but feared Chinese acceptance of 
American proposal would pave the way for similar proposal from 
Japan. He stated that Doctor Kung had suggested setting up a 
separate department in the commission for the readjustment of do- | 
mestic and foreign debts without creating a separate organization in 
the manner outlined by the American proposal. Another suggestion 
was that representatives of Chinese and American Governments enter 
into discussions with the nominal object in view of arranging for a new 
loan to which the adjustment of old debts might be incidental, it being 
understood by both that in actuality no new loan was contemplated. 

He asked that these suggestions be communicated to the American 
Government for consideration and comment. Wang regretted that 
until difficulty was surmounted, that is, the devising of some means 
to avoid setting up a precedent which would be utilized by Japan 
the Chinese Government would not be able to return a favorable reply 
to the American Government’s proposal. 

J OHNSON 

493.11/18386 

The Secretary of State to the Minister in China (Johnson) 

No. 1291 WaSsHINGTON, February 8, 1934. 

Str: Reference is made to the Legation’s despatch No. 2239 of 
August 10, 1933,% in regard to the prosecution of claims for losses 
resulting from the looting of goods which are in the hands of Chinese 
agents but which are claimed to belong to American nationals. 

In cases of looting of property the American ownership of which 
is clear beyond question, the Department is of the opinion that its 
telegraphic instruction No. 124, April 19, 1933, 5 p. m.* may be re- 
garded as sufficient for the guidance of the Legation and consular 
officers in China and that, therefore, no further instruction in regard 
to cases of this kind would seem to be required at the present time. 
If, therefore, the Legation and the Consul concerned are satisfied in 
a given case that the American ownership of the property involved 
is beyond question and that the case falls within one of the categories 
described in the Department’s telegram just referred to, the Legation 
and the Consul concerned should present the claim to the local au- 
thorities regardless of the fact that the Chinese Government persist- 
ently denies responsibility for indemnification of losses arising out 

°° H. H. Kung, Vice President of the Executive Yuan (Vice Premier) and Min- 
ister of Finance. 

* Not printed. 
* Foreign Relations, 1933, vol. 111, p. 635,
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of looting. Furthermore, failing local settlement, claims of these 
classes are to be regarded as entitled to such other support on the 
part of diplomatic and consular officers and of the Department as 
the circumstances of the individual case may warrant. 

| In cases which involve property in the hands of Chinese who act 
as sales agents of American nationals, the question of ownership arises. 
The Chinese Government appears to have generally contended that, 
in such cases, ownership vests in the Chinese concerned and that claims 
for losses of such property should be treated as Chinese claims, while 

American claimants have contended that ownership vests in them 

and that the claims should be presented to the Chinese authorities as 
American claims. 

The Department has been studying the question of ownership of 

the property in the hands of native agents as affecting the status of 
claims which have arisen as the result of loss of such goods, and still 
has the matter under consideration. Sometime ago the Department 
invited the Standard Oil Company to furnish it with a brief setting 
forth arguments in support of the company’s contention that the 
Chinese Government should be held liable for losses in cases which 
arise out of the loss of goods in the hands of native agents, but that 
company has not as yet submitted such a brief. The Department 
is now affording to the Socony-Vacuum Corporation opportunity to 
submit a brief on this point, but intends, within a reasonable time, 
whether such brief is received or not, to draw up instructions in regard 
to this phase of the question, which will in due course be communi- 

| cated to the Legation and consular officers in China for their infor- 
mation and guidance. In the interval the Legation and consular 
officers may continue, where they have been so doing in the past, to 
lend their support to claims of the class under discussion which fall 
within any of the categories set forth in the Department’s telegram 

No. 124 of April 19, 1933, 5 p. m. 
The Department takes this opportunity to commend Consul Ste- 

vens ® for the careful study which he has given to the questions in- 
volved in the cases under reference. 

Very truly yours, For the Secretary of State: 
| R. Watton Moore 

493.11/1824: Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasuHineton, February 16, 1934—5 p. m. 

41. Your telegram No. 47, January 20, 9 a. m., and despatch No. 
2494, December 20, 1933.7 Department requests that you review care- 

“ Harry HE. Stevens, Consul at Tsinan. oe 
* See footnote 90, p. 542.
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fully its previous instruction in regard to proposed claims commission, 
particularly first two paragraphs of its telegram No. 8 of January 
11, 1983, 11 a. m.®* and that thereafter you make known to the Chinese 
Government, both orally and in writing, (1) that the reason stated 
by the Chinese Government for refusing to accede to the request of 
this Government for the establishment of a Sino-American claims 
commission, namely, the creation of a precedent, is, in the opinion of 
the Department, wholly inadequate; (2) that the Commission for 
Adjustment of Domestic and Foreign Obligations, although ample 
opportunity has been afforded and much time elapsed has failed to 
effect even the adjudication of American claims and that the Depart- 
ment does not perceive in what manner the setting up within such 
commission of a separate department, as suggested by Dr. Kung, 
would per se remedy the situation (the Legation should bear in mind 
that such a procedure would automatically withhold from American 
claimants an impartial review of their cases) ; (3) that the Department 
considers as inappropriate and impracticable the second alternative 
suggested by the Chinese Government to the effect that the adjustment 
of outstanding obligations be discussed under the cloak of a possible 
American loan to China (the Legation should bear in mind that such 
a step, even if acceptable to this Government, would in all probability 
create far greater resentment in Japan than would the creation of a 
Sino-American claims commission against which, it is believed, no 
reasonable objection could be raised by other Powers). 

You may also point out to the Chinese Government in reply to its 
contention that the Japanese Government, if accorded the facility of 
a Sino-Japanese claims commission, would in all probability attempt 
to bring up doubtful financial transactions, that the constitution of 
a commission similar to that contemplated by the American proposal 
would make it possible to render such an attempt ineffective because 
the Chinese and neutral assessors, who would hold the controlling 
votes, could decide against or refuse to consider such claims as are 
without support in law or equity. 

As previously indicated the Department considers this matter as 
one of urgency and of great importance and desires that the Legation 
promptly and assiduously press the Chinese Government for a favor- 
able reply to the American Government’s request for the establishment 
of a Sino-American claims commission. 

| Hou 

* Foreign Relations, 1933, vol. 111, p. 628.
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893.51/5860 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, February 20, 1934—11 a. m. 
[Received February 20—7: 20 a. m.] 

, 93. Reference Legation’s despatch No. 2431, December 22, 1933 °— 
Hukuang loan. 

1. National Government Gazette January 15 contains regulations 
governing issuance $100,000,000 of customs treasury notes of 1934 
which provides that this issue shall be secured upon “customs revenue 
designated by the Ministry of Finance.” Interested banks have re- 

quested the American and British Legations to file protest. 
9. British Legation suggests the following draft for joint mem- 

orandum: : 

| “In their memorandum of 20th December 1933 the undersigned 
representatives of France, Great Britain and the United States of 
America had the honor to inform His Excellency the Minister for 
Foreign Affairs that their attention had been drawn to the text 
of certain regulations governing customs treasury notes of the year 
1933 which provided that the treasury notes of this issue to an 
amount $100,000,000 should be secured on the receipts from the in- 
creased customs revenues. 

The attention of the undersigned representatives has now been 
drawn to the text of certain regulations promulgated on 13th Janu- 
ary in connection with the issue of a new loan of $100,000,000 to be 
known as the 28rd with regard to [as the 23rd-year] customs treasury 
notes, article 7 of which states that the sinking funds required for 
the payment of interest and redemption of principal of these notes 
shall be earmarked by the Ministry of Finance from the customs 
revenue. , 

The undersigned representatives are once more constrained to point 
out, as they did in their memorandum of December 20th, to which 

| no reply has been received, that the continued hypothecation of cus- 
toms revenues for the service of new internal issues while no attempt 
is made to give effect to articles 8 and 9 of the Hukuang Railway 5% 
sterling loan agreement of 1911? is not only inflicting a great injus- 
tice on the bondholders of the loan but is causing doubt to be cast 
upon the validity of pledges of the Chinese Government. 

The undersigned representatives have accordingly the honor to 
urge once again that the Chinese Government devise measures as 
early as possible to implement the undertakings given in the above- 
cited clauses of the loan agreement, the constant defaults in the serv- 

” Not printed; it enclosed joint memorandum dated December 20, 1933, ad- 
dressed by representatives of France, Great Britain, and the United States to 
the Chinese Government regarding default in the service of the Hukuang Rail- 
way 5% sterling loan agreement of 1911. See telegrams Nos. 867 and 885, 
November 22 and 29, 1933, from the Minister in China, Foreign Relations, 1933, 
vol. 111, pp. 654 and 656, respectively. 

* Signed at Peking, May 20, 1911, MacMurray, Treaties, 1894-1919, vol. 1, p. 866.
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ice of which formed the subject of the undersigned representatives’ 
memorandum of 28th July last.” 

3. The Legation requests the Department’s authorization to join in 

the memorandum as drafted. 
J OHNSON | 

893.51/5860 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasHIneTOon, February 21, 1934—7 p. m. 

49, Your 93, February 20, 11 a. m—Hukuang loan. 
1. You are authorized to sign the joint memorandum. 
2. Department would suggest, however, if your colleagues consent, 

that the word “validity”, the seventh word from the end of the third 
paragraph of the proposed joint memorandum, be changed to “value”, 
and that there be added to the last paragraph of the proposed memo- 
randum the words “and previous memoranda and notes,” if in fact 
there were previous memoranda and notes on the subject.’ 

Hub. 

493.11/1851 : Telegram 

The Minister in China (Johnson) to the Secretary of State | 

| | Pereine, March 21, 1934—10 a. m. 
[Received March 21—8: 45 a. m.] 

127. Legation’s 107, March 2, 4 p. m.® A reply has now been 
received from Foreign Office pertinent part of which is as follows: | 

' “The Chinese Government expresses its complete concurrence in 
principle in respect of settlement of debts but as circumstances are 
complicated and the matter is of very great importance it is necessary 
thoroughly to examine and discuss the matter. It has now been decided 
that the Ministries of Foreign Affairs, Finance, Communications and 
Railways shall each appoint responsible special delegates who will 
jointly discuss with the responsible United States delegates to be 
appointed by the American Legation a procedure for handling debts 
between the two countries. 
_Aside from waiting until the date and place for the conference have 

been fixed when I shall have the honor again to communicate with 
you, I have the honor Mr. Minister to indite this formal note for your 
information.” | 

On the day note was delivered Peck had occasion to call upon polit- | 
ical Vice Minister of Foreign Affairs on another matter and took the 

*The text of the joint memorandum, dated March 7, 1934, contained these 
one except that the two words “and notes” were omitted (893.51/5876). 

ot printed.
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opportunity to request precise meaning of what he considered the 
vague phraseology of the note. 

Hsu Mo said that decision regarding joint discussion between special 

delegates was made by the Central Executive Committee of the Kuo- 
| mintang. He intimated that the phrasing of the note may have been 

purposely worded in order to permit the investigation of various 
methods for the adjustment various debts but stated emphatically that 
it was most unlikely that the Chinese Government would ever consent 
to adopt any one method to be applied to all debts. He quibbled on the 
word “claims” saying he was doubtful whether the authorities of the 
Chinese Government had an accurate conception of the meaning of 
the word “claims” and that he had been unable to find a precise Chinese 
equivalent for this English term. In answer to Peck’s arguments in 
behalf of the Department’s proposal he said that a method of adjust- 
ing debts which had proved satisfactory for the United States in its 
international position was not feasible for China, situated in quite a 

different international position; that it would be extremely dangerous 
for China to consent to a course of action which would serve as a prece- 

dent for a demand by other nations that China proceed to an adjust- 
ment of debts. 

‘The Chinese suggestion of discussions between delegates would ap- 
pear to be a highly complicated and unsatisfactory method of evading 

| the American proposal for the adjudication of claims by means of a 
commission. The Legation believes that Foreign Office should be 
told that its proposal is unsatisfactory as calculated unnecessarily to 
delay a definite solution of the matter; and that if the Ministry of 
Foreign Affairs desires to discuss the questions involved with the 
interested Ministries we believe it should do so without injecting those 

| Ministries into the discussions between the Ministry of Foreign Affairs 
and the Legation. 

Despatch follows.* 

| JOHNSON 

493.11/1871 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the Chinese Minister (Sze) 

[| Wasuineron,] March 22, 1934. 

The Minister called and said that he had had a very pleasant vaca- 
tion (he had been on a month’s cruise in waters to the South). 

He said that one matter had come up during his absence about which 
he wished to giveme information. His Foreign Office had telegraphed 

“Not printed.
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him with regard to the question of the American Government’s posi- 
tion in regard to the outstanding obligations of the Chinese Govern- 
ment to American creditors. He said that they felt that it would be 
very difficult to deal with their debts to Americans separately from 
and independently of their debts in general. They were, however, 
disposed to set up some new bureau to study the question of the debts 
to Americans. He did not think that the step which they proposed 
would be very satisfactory. He would like to know about the 
Department’s attitude. 

I replied that the American Government had never taken the posi- 
tion that Chinese obligations to American citizens should be dealt with 
differently from or to the exclusion of their obligations to other 
creditors; but that, after a long period in which the Chinese Govern- 
ment had talked about the formulating of a general plan for dealing 
with all creditors and in the course of which nothing definite had been __ 
achieved, the American Government had suggested that there be 
created a commission to deal with the question of “American claims.” 
This did not mean at all that the Chinese might not at the same time 
create similar commissions to deal with the claims of other nations; 
nor that they might not formulate and adopt a general plan. It did 
mean that we desired that adequate attention be given to the 
“American claims.” 

I then said that I would like to take advantage of this opportunity 
to say a word, in all friendliness but with extreme frankness, with 
regard to our view of the situation. I said that even this suggestion 
of ours for a commission had now been under discussion for perhaps 
as much as two years, high officials of the Chinese Government had 
expressed themselves as favorable in principle, and yet nothing had 
been accomplished; and now officials at Nanking were talking about 
creating a bureau to talk further about the matter. I said that during 
recent months I had been forced to take cognizance of the fact that 
there is an increasing disposition in many quarters, both in other 
countries and in this country, to become impatient of a proclivity 
which seems to be manifested at Nanking merely to “talk about” var- 
ious matters which are of concern to other countries, of which this 
matter would serve as an illustration, without proceeding to do some- 
thing about these matters. I said that evidence of this proclivity was 
having a tendency to create skepticism with regard to the capacity 
of China to function effectively in political matters, and thus to create 
sympathy for and adherence to the view which has long been uttered 
in various quarters and which is more and more persistently uttered: 
that other countries must in dealing with China resort to such methods 
and means as they may find necessary to look after the rights and in- 
terests of their nationals. I said that this was a development in polit-
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ical psychology which no one seeking to be guided by the principle 

of the “good neighbor”, by which principle we are trying to be 

guided in this country, could contemplate with other than the op- | 
posite of gratification. I said that we had received information with 
regard to the very matter which the Minister had brought up which 
indicated that the attitude on the part of some at least of the respon- 

sible officials at Nanking, now and in regard to this matter, 1s one 
suggestive of indifference to the rights and interests of creditors (in 
particular, American creditors). I said that we had long hoped for 
and we still hope for more encouraging signs from China. 

The Minister said that he realized that there was a great deal of 
delay and of tendency to be defensively stubborn. This arose in part 
from the fact that organization has not been perfected and that the 
spirit of nationalism is running strong. He inquired what we thought 
of the proposal for the creation of a new bureau. | 

I replied that we had not yet formulated any view which I would 
wish to express but that we were thinking the matter over. It then 
was agreed that the Minister should call again early next week at 
which time we could continue the discussion of this matter. 

S[ranutey] K. H[ornsecx | 

493.11/1851 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasHINGTON, March 27, 1934—6 p. m. 

78. Your 127, March 21,10 a.m. Foreign Office reply and com- 
ments of Hsu Mo, as reported in your telegram under reference, fur- 
ther strengthen the Department’s opinion that there has existed for 
many years and that there still exists a lamentable lack of effectively 
earnest desire on the part of the Chinese Government to liquidate or 

| even to consider with appropriate seriousness its debts and obliga- 
tions to American claimants. Department is also of the opinion 
that the present attitude of the Chinese Government in regard to this 
matter is one of studied evasion and procrastination; that Hsu Mo’s 
quibble on the word “claims” is absurd and suggests an attitude of 
irresponsibility; and that the Legation, in addition to conveying to 
the Foreign Office the views expressed in the last substantive sentence 
of its telegram under reference, should also make known the fact 
that the Department is becoming increasingly impatient over the lack 
of effective action on the part of the Chinese Government toward 
payment of its just debts to American nationals and that the Depart- 
ment is of the opinion that no adequate or convincing objections have 
been offered to date against the American proposal for a joint claims 
commission, the primary object of which would be a determination
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and adjudication of claims against the concerned Governments with 

a view to ultimate, but not necessarily an immediate, liquidation 

thereof. 
Hui 

493.11/1856 : Telegram | 

The Consul General at Nanking (Peck) to the Secretary of State 

Nanxine, April 18, 1934—10 a. m. 
[Received April 18—6:50 a. m.] 

29. Following telegram has been sent to the Legation : 

“April 18, 10 a. m. Wang Ching-wei arranged an intimate gather- 
ing last night and suddenly informed me [Executive] Yuan_yester- 
day passed a resolution to the effect that if the American Govern- 
ment would submit a list of American debts and claims the list would 
be carefully scrutinized after which all claims not open to question 
would be officially acknowledged and if there were sufficient doubtful 
claims to justify the creation of a tribunal one would be established 
along the lines proposed by the American Government. Wang also 
said that the Chinese Government was determined to take immediate 
steps following official] acknowledgment of obligations to arrange for 
their gradual liquidation. He said that so far as indicated in the 
Government’s records outstanding obligations to American citizens 
were comparatively small. He asked that this information be tele- 
graphed to the Department. 

Repeated to the Department.” 
| PECK 

498.11/1857 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, April 18, 1934—8 p. m. 
[Received April 18—12:05 p. m.] 

181. Following is paraphrase of message received from Peck at 
Nanking in comment on his April 18, 10.a. m., to the Department 
concerning claims commission : 

The action reported in my April 18, 10 a. m., was apparently not 
contemplated by the Foreign Office when it drafted note verbale of 
April 16th.5 I am inclined to interpret this partial concession as a 
diplomatic gesture, confirmation of Sino-Japanese crisis reported in 
my April 18, 9 a. m.*- 

Note verbale of April 16th was an unsatisfactory reply to Lega- 

tion’s recent note on claims commission. It requested list of debtors. 
J OHNSON 

5° Not printed. 
* See telegram No. 180, April 18, 7 p. m., from the Minister in China, p. 113.



552 FOREIGN RELATIONS, 1934, VOLUME III 

493.11/1858 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineron, April 19, 1984—6 p. m. 

119. Nanking’s telegram No. 29, April 18, 10 a. m., to Department, 

and Legation’s 181, April 18, 8 p.m. Unless you perceive objection, 

in which event please telegraph Department at once, instruct Peck 

to endeavor to obtain as promptly as possible written statement from 

Chinese Government confirming implied offer outlined in Nanking’s 

telegram under reference. Upon receipt of such statement by Peck, 

its complete text should be submitted to Department by naval radio 

together with any suggestions or comments which Peck may wish to 

offer. 
In the meantime Department wishes to receive promptly a state- 

ment of the Legation’s views in regard to the merits of this latest 

move of the Chinese Government toward the settlement of its out- 

standing obligations to American claimants. 
Huu 

493.11/1859 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 21, 1934—11 a. m. 
[Received 2:45 p. m.] 

186. Department’s 119, April 19, 6 p. m. Although there is an 
appearance of sincerity in this request of the Chinese Government 

for a list of the claims—a list which they would have us believe is 
for the purpose of arranging liquidation of claims of unquestioned 

validity—the Legation cannot convince itself that this move is other 

than an additional subterfuge to avoid entering into engagements 

which that Government is confident will be used as a precedent by 

other powers who could not be counted on to accept the impartial 

adjudication contemplated by the American Government’s proposal. 

However, as the request to be supplied with a list of claims has 

now been coupled with an indication of intention to liquidate those 

of unquestioned validity, the Legation is disposed to supply the 

Ministry of Foreign Affairs with a selected list of claims which it 

believes to be of unquestionable validity stating to the Ministry that 
it is such and stated [stating ?] future lists will be supplied as prepared. 

Preparation of further lists could then be delayed until it was seen 

what action if any the Chinese Government was disposed to take 

towards receipt of requests. 
Peck has been instructed as directed by the Department’s 119, April 

19, 6 p. m. 
JOHNSON
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493.11/1862 : Telegram | 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 24, 1934—3 p. m. 
[Received April 24—11: 20 a. m. | 

192, Legation’s 186, April 21, 11a.m. Following from Counselor 
of Legation at Nanking: 

“April 23,4 p.m. The Acting Minister for Foreign Affairs per- 
sonally copied on official stationery and handed to me April 25 [27] 
5:00 p. m. a copy of the resolution passed by the Executive Yuan on 
April 17. This is being mailed to you today. Translation made in 
this office reads as follows: 

‘With respect to notes owed to the United States a request shall first be pre- 
sented to American Government to propose a list of such obligations for our 
information. In the case of those obligations regarding which no doubt exists 
the two Governments will jointly decide upon methods of repayment. In the case 
of those obligations concerning which there may be doubt, if the American Gov- 
ernment still insists upon their settlement by arbitration, this Government will 
assent thereto.[’] 

I have not inquired whether it is the Government’s intention to com- 
municate this information through the Foreign Office. Although the 
copy handed to me bears neither signature nor seal it was given to me 
by the President of the Executive Yuan himself and the Foreign Office 
may think this sufficient. Please inquire whether the Department de- 
sires formal transmission by the Foreign Office.” 

Legation considers that the memorandum received by Peck from 

Acting Foreign Minister will be sufficient provided Peck is authorized 
to present a memorandum to the Foreign Office acknowledging its 
receipt and stating that the proposal has been communicated to the 

Department. 

For the Minister: 
Gauss 

493.11/1862 : Telegram eg tri 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, April 26, 1934—5 p. m. 

128. Your 186, April 21, 11 a. m., and 192, April 24,3 p.m. Please 
instruct Peck by telegraph to follow procedure outlined in final para- 
graph of your 192, April 24, 3 p. m. 

With reference to second paragraph, your 186, April 21, 11 a. m., 
Department concurs in Legation’s views as indicated therein and au- 
thorizes preparation of and submission to Ministry of Foreign Affairs 
of selected list of claims of unquestionable validity. Submit to De- 
partment by mail as promptly as possible copies of all pertinent cor-
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respondence, including list of claims so presented. If list of claims 
not unduly long please forward same to Department by naval radio. 

Keep Department fully informed of all developments. 

Hou 

808.51/5887 | 

The Minister in China (Johnson) to the Secretary of State 

No. 2691 | Perrine, April 26, 1934. 
[Received May 19.] 

Sir: I have the honor to enclose a copy of the Nanking Counselor of 
Legation’s despatch to the Legation No. 290-Diplomatic, April 23, 
1934,” reporting a conversation with Mr. Suma, Secretary of the Japa- 
nese Legation, upon the subject of China’s foreign debts. 

Mr. Suma is reported to have made one most interesting statement 
to the effect that “the Japanese Government had found that when in- 
dividual creditors made arrangements with the debtor railways, the. 
endeavor of the railways was always to play one creditor off against 
another, resulting in great losses to the Japanese creditors. On this 
account, the Japanese Government had absolutely forbidden Japanese 
creditors to make individual arrangements with Chinese railways”. 

It occurs to the Legation that the Japanese Government, in forbid- 
ding its individual creditors to make individual arrangements, may 
not be motivated so much by solicitude for the interests of the cred- 
itors as by a desire to retain these unliquidated obligations in a form 
which will lend itself more readily to use as diplomatic pressure. 

Respectfully yours, For the Minister: 

C. E. Gauss 
Counselor of Legation 

493.11/1870 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prerpine, May 29, 1934—2 p. m. 
[Received May 29—11:40 a. m.] 

225. Legation’s 186, April 21, 11 a. m. and Department’s 128, April 
26, 5 p. m. 

1. Legation has completed preparation of a list of some 650 claims 
from data in its files. In going through this list with the idea of 
preparing a “selected list” for presentation to Chinese Foreign Office 
the Legation has been more and more persuaded of impracticability 
of such a method, (a) because presentation of such a selected list 

* Not printed.
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might cast doubt upon ‘subsequent lists, (6) we want the establish- 
ment of a claims commission. Such piecemeal presentation would 

merely serve to delay decision in this matter. 
2. With the Department’s approval Legation proposes to make a 

list of entire 600-odd claims arranged alphabetically showing amount 
of claims as of date filed or presented and a very general statement 
as to the nature of claim for presentation to the Foreign Office with 
a statement that the claims listed have been [taken ?] from the records 
of the Legation but that the list cannot be considered as complete and 
consequently it is submitted without prejudice to other American 
claims against the Chinese Government. . 

3. Legation believes this would be better tactics in that presenta- 
tion of such a list might be helpful in persuading Foreign Office to 
accept idea of Claims Commission. 

J OHNSON 

493.11/1870 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WasHINGTON, June 1, 19834—7 p. m. 

157. Your 225, May 29,2 p.m. Department approves of the pro- 
cedure suggested in paragraph 2 of your telegram under reference 
and in connection therewith suggests 

(a) that looting claims should not be included in the list of Ameri- 
can claims now in preparation for submission to the Foreign Office; 

(6) that the Legation’s comments in regard to each claim should 
be confined to statements of fact; 

(c) that the Legation should make no attempt to state the legal basis 
for claims so presented ; 

(d) that, in placing at the disposal of the Foreign Office the list 
of American claims, the Legation should indicate that such list is by no 
means complete; that it is submitted without prejudice to other Amer- 
ican claims and that its presentation in incomplete form is due to a 
desire on the part of the Legation to make available as promptly as 
possible a sufficient number of representative American claims to 
enable the Chinese Government to give detailed consideration to the 
subject under discussion and to arrive, it is hoped, at the conclusion 
long held by the American Government to the effect that the interests . 
of all concerned would be best served by the establishment of a Sino- 
American claims commission. 

Please report developments by naval radio and forward to the 

Department by mail a copy of such list of American claims as may 
be submitted to the Foreign Office. 

PHILLIES 
748408—50—voL, 1141
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493.11/1874 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perprne, June 6, 1934—9 a. m. 

[Received 12:50 p. m.] 

931. Department’s No. 157, June 1,7 p.m. In proposing to submit 

to the Chinese Government a list of all claims of which we have 
received [notice] from claimants the Legation hoped by including 

claims of uncertain validity as well as those of unquestionable validity 

to persuade Chinese Government of the desirability of adjudicating 

claims by means of an impartial claims commission. 
Of a total of 636 claims so far found in our records aggregating 

approximately $6,000,000 [$26,000,000] United States currency, 413 
represent looting claims of approximately $650,000 United States 
currency. Of the 418 looting claims, 118 represent looting by soldiers 
amounting to approximately [$]150,000 United States currency. 

Legation believes that by submitting the list as representing claims 

of which it has receive[d] notice from claimants, American Govern- 
ment does not in any way commit itself as necessarily supporting all 

of them but rather as informing Chinese Government that they have 
been presented to us. 

Legation urges that Department approve inclusion of all looting 

claims as a measure calculated to convince the Chinese of the desir- 
ability of the establishment of a claims commission. 

J OHNSON 

493.11/1874: Telegram 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, June 8, 1934—7 p. m. 

163. Your 231, June 6,9 a.m. Department is willing to defer to 

Legation’s judgment and therefore authorizes inclusion of looting 

claims. Department, however, continues of the opinion that Lega- 

tion should follow suggestions (6), (¢) and (d) as indicated in 
Department’s telegram 157 of June 1, 7 p. m. 
Department was under the impression that both in number and 

aggregate amount claims on file in Legation greatly exceed figures 
indicated in second paragraph of your telegram under reference. Are 
you including claims covering contractual obligations such as for 
example those of the Continental Illinois Bank, Pacific Development 

Corporation, and American International Corporation, which alone 
aggregate, not including interest, in excess of $12,000,000? ® 

Hom 

*In despatch No. 2815, June 30, the Minister in China reported: “The total 
value of the claims of which the Legation has record is approximately U.S. 
$18,041,542.34.” (493.11/1890)
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893.51/5908 : Telegram . 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 30, 1934—noon. 
[ Received 7:50 p. m. |] 

982. Legation’s despatch No. 2609, March 22nd ® regarding Hukuang 
loan. 

1. British Legation has suggested transmission to Chinese Govern- 
ment of a memorandum acknowledging receipt of Foreign Office 
memorandum of March 13th and continuing as follows: 

_ “Although more than 3 months have since elapsed no further com- 
munication has been received from the Chinese Government by the 
undersigned representatives whose attention has now been drawn 
to yet another default in this loan on June 15. These accumulated 
defaults now amount to nearly 2,800,000 pounds sterling and in these 
circumstances continued utilization for extraneous purposes of cus- 
toms revenues pledged under the agreement of 1911 for the service of 
the Hukuang loan must necessarily create the most deplorable im- 
pression abroad. 

The undersigned representatives have accordingly the honor once 
again to call upon the Chinese Government to implement their obliga- 
tions under articles 8 and 9 of the Hukuang loan agreement and make ~ 
available the customs revenues hypothecated for the service of this 
loan.” 

2. May I sign? J OHNSON 

The Secretary of State to the Minister in China (Johnson) 

" 898.51/5908 : Telegram 

WASHINGTON, July 5, 1934—6 p. m. 

197. Your 282, June 30, noon. While the Chinese Government is 
obligated by Article 9 of the Loan Agreement to allocate part of the 
customs revenues to the service of the loan, the Chinese Government 
has not yet carried out that obligation and therefore it is incorrect 
to say, as 1s said in the draft note, that customs revenues have been 

' “pledged” and “hypothecated” for the service of the loan. 
The Department suggests that, in this draft, the last sentence of 

the first paragraph be amended to read substantially as follows: 

“These accumulated defaults now amount to nearly 2,800,000 pounds 
sterling, and in these circumstances the complete disregard by the Chi- 
nese Government of its obligation under the agreement of 1911 to have 
the service of this loan made a charge, as prescribed and provided in 
the agreement, upon customs revenue while progressively utilizing 

° Not printed ; it enclosed copy of the Chinese Foreign Office note dated March 13, 
1934, acknowledging the joint memorandum of March 7 (not printed), which 
had been referred to appropriate authorities for consideration (893.51/5883).
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increments of that revenue for other purposes must necessarily create 
most deplorable impressions abroad”; 

and in the second paragraph the word “hypothecated” be replaced by 
“obligated”. 

If these suggested amendments are acceptable to your British col- 
| league, you are authorized to join with him in submitting a memo- 

randum thus phrased.” 
Hou 

893.51/5927 | 

The Minister in China (Johnson) to the Secretary of State 

No. 2940 Pripine, August 27, 1984. 

[Received September 24. ] 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction No. 197, July 5, 5 [6] p. m. regarding the Hukuang Loan 
Agreement, and to enclose for the Department’s files a copy of the 
joint memorandum ™ which I signed in accordance with the Depart- 
ment’s authorization, and which was transmitted to the Ministry of 

_ Foreign Affairs by H. B. M. Minister under date of August 10, 1934. 
There is also enclosed a copy of the Ministry of Foreign Affairs’ 

memorandum in reply dated August 21, 1934," pleading the insuffi- 
ciency of the Customs revenues, and expressing the anticipation that 
with the completion of the Canton—Hankow Railway, the revenues 
from the Hunan—Hupeh section thereof will be sufficient to pay both 
principal and interest on this loan. 

Respectfully yours, Neuson TRUSLER JOHNSON 

. 493.11/1902 : 

Memorandum of Conversation, by the Counselor of Legation in China 
(Peck) 

: [N4nxr1nG,] October 6, 1934. 
[ Present :] 

His Excellency Dr. Wang Ching-wei, President of the Executive - 
Yuan and Concurrently Acting Minister for Foreign Affairs. 

Honorable Nelson Trusler Johnson, American Minister. 
| Dr. Tan Shao-hwa, of the Foreign Office, interpreter. : 

Mr. Peck. : 

Mr. Johnson told Dr. Wang that he should like to have the latest 

decision of the Chinese Government in regard to the proposal made 

; “The suggested changes were incorporated in the joint memorandum dated 
August 10, 1934 (898.51/5927). 

* Not printed. 
“ Copy transmitted to the Department by the Chargé in China in his despatch 

No. 3032, October 12; received November 3.
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by the Department of State some time ago in regard to the creation 
of a Claims Commission, in order that he, Mr. Johnson, might be able 
to reply to the inquiries which would certainly be made of him im- 
mediately on his arrival in Washington. 

Dr. Wang’s reply added very little to the numerous statements 
hitherto made by the Chinese Government which have been reported 
to the Department. He said, for example, that the Chinese Govern- 
ment believed that American claims against the Chinese Govern- 
ment could be segregated into two classes, that is, claims concerning 
which there could be little doubt as to their propriety and claims 
concerning which there was ground for doubt. He said that in regard 
to the first class the Chinese Government would be glad to make ar- 
rangements for settlement and in regard to the second, it would 
probably be possible for the Chinese Government to agree upon some 
method of adjustment, possibly along the lines suggested by the 
American Government. __ , 

Dr. Wang said that the Ministry of Foreign Affairs had been con- 
ducting investigations into the various claims enumerated in the list 
supplied by the American Legation. It had encountered considerable 
difficulty, however, in ascertaining the facts regarding great numbers 
of these claims, either because they were extremely old (some of 
them dating from before the Revolution) and some of them relating 

' to incidents in outlying provinces. In connection with the last cate- 
gory, the Ministry of Foreign Affairs had addressed inquiries to the 
provincial authorities concerned, but had not yet received replies. 

Dr. Wang alluded, also, to the international complications with 
which China would be at once confronted if it should begin actively 
adjusting its obligations to American citizens. He said the Chinese 
Government would much prefer to take uniform and simultaneous 
steps to settle all of its foreign obligations. 

Mr. Johnson made no special demur to the arguments advanced 
by Dr. Wang, but urged very strongly that the suggestion made by 
the Department of State, or something similar to it, be carried out 
by the Chinese Government. He said that the American Government _ 
did not insist upon any particular mode of settling these financial 
matters, nor was it pressing for immediate payment of outstanding 
accounts, but the Department felt very strongly that international 
relations between the United States and China would be greatly im- 
proved if these problems could be submitted to some form of impartial 
and equitable settlement, and thus be eliminated from the ordinary 
course of diplomatic intercourse. He pointed out that the tribunal 
suggested by the Department of State had been modeled upon other 
similar tribunals set up by the United States with other countries 
and that it was designed to be both simple in action and inexpensive, 
as well as scrupulously impartial as between the two countries. He
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said that he was not prepared to discuss the merits of the various 
outstanding claims: he knew they were of all degrees of merit, 
although the American Legation had endeavored to eliminate claims 
which appeared to have no basis whatsoever. The important thing 
was, he urged, that some step be taken to provide for a decision in 
regard to these claims before evidence and witnesses had completely 
disappeared. 

It seemed clear from the tone of Dr. Wang’s remarks that the 
Chinese Government is no nearer accepting zn toto the proposal for 
the creation of a Claims Commission than it was at the time that the 
Executive Yuan adopted a resolution providing for immediate 
acknowledgment of obligations concerning which there is no doubt 
and for the settlement of doubtful claims in accordance with the 
suggestion made by the American Government (see telegram from 
the Nanking office of the Legation to the Legation at Peiping April 
23, 4p. m., 1934 **). 

893.51/5928 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to 

Mr. Thomas W. Lamont of J. P. Morgan & Co. 

WasuineTon, October 12, 1984. 

Dear Mr. Lamont: In my informal letter to you under date October 
8, 1934,° I expressed the hope that the Department would, within the 
near future, make available to you the texts of memoranda exchanged 
under dates August 10 and August 21 between the representatives 
of the French, the British and the American Governments in China 
and the Ministry of Foreign Affairs on the subject of the Hukuang 
Loan. | 

| In this connection, I assume that you have already noted the Depart- 
ment’s letter to J. P. Morgan and Company under date October 11,% 
to which were attached copies of the texts of the memoranda under 
reference. 

With reference to the obligation of the Chinese Government under 
the Hukuang loan agreement, it may be remarked, for your infor- 
mation and such use as you may care to make of the point, that the 

obligation under discussion is one with regard to which the Depart- 
ment, although it has declined to subscribe to various formulae of 
interpretation drafted and offered by some of the other interested 
governments and/or their respective banking groups, has at the same 
time refrained from offering and contending for any particular for- 

* See telegram No. 192, April 24, 3 p. m., from the Minister in China, p. 553. 
* Not printed.
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mula of interpretation of its own. It may also be stated that it seems 
to us here that when approaches are made to the Chinese Govern- 
ment in regard to its outstanding obligations in this connection, es- 
pecially when these approaches involve written and multipartite 
communications, it would in general be expedient to make references 
in broad terms to the provisions of the loan agreement which relate 
to the obligations in question and to rely upon such reference rather 
than to attempt to construe the provisions and to insist upon some par- 
ticular formula of interpretation in relation thereto. 

Yours sincerely, S. K. Hornpeck 

893.51/5934 . 

The American Group of the China Consortium to the Secretary 
of State 

New Yors, October 25, 1934. 

Sir: We beg to acknowledge receipt of your letter of October 11th 
(FE 893.51/5928) enclosing a copy of the text of the joint memoran- 

dum, under date of August 10, 1984, which was transmitted to the 

Chinese Minister of Foreign Affairs by the representatives in China 
of the United States, Great Britain and France, together with a 
copy of the Minister of Foreign Affairs’ memorandum in reply, under 
date of August 21, 1934. 

In the latter memorandum, the Minister of Foreign Affairs quotes 
certain authorities concerned with respect to the alleged insufficiency 
of the present customs revenue to meet demands, while at the same 
time recognizing the government’s obligation to secure the Hukuang 
Loan upon the customs as a substitute for the likin abolished. 

At the time of the abolition of likin in 1931, there was a substantial 
surplus of customs revenues above the service of all loans charged 
thereon. As you are aware, large amounts of money were borrowed 
in China by the Chinese Government on the strength of surrendered 
or remitted portions of the Boxer Indemnity annuities, the government 
ignoring completely the obligation to secure the Hukuang Loan. 

Other indebtedness has also been incurred, secured on the surplus of 
the customs. | 

In Sir Arthur Salter’s paper “China and Silver” published in the 
spring number of H'conomic Forum, he states on page 71 that after 
all charges were met out of customs there remained for that year a 
surplus of $70,000,000 Chinese. It is exceedingly difficult for us to 
understand how the Chinese Government can steadily maintain, in its 
replies to the various protests made by the American, British and 

** Not printed.
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French Governments, as well as by the three Groups, that there are 
no customs revenues available to implement the obligations of Ar- 
ticles VIII and IX of the Hukuang Loan Agreement when such reve- 
nues, as stated by Sir Arthur Salter, do produce a surplus of this 
amount. Allowing for the annual remittance which China has made 
in recent years of an amount equal to one coupon per annum, the loan 
requirements laid down in the contract for the remainder of the in- 

, terest and for sinking fund annually aggregate only $3,800,000 
Chinese; and if the entire loan service were transferred to customs 
and no salt funds used, the annual requirements would be increased 
only to $6,000,000 Chinese. (These figures, of course, take no account 
of existing arrears. ) 

It must be the conviction of the Department as it is of the group 
banks, that China, while using surplus customs revenues for her 
general needs, is deliberately avoiding the clearly defined obligation 
to substitute a charge upon customs for the abolished likin pledged 
under the Hukuang Loan. May we hope that the Department will 
see fit to request the other interested governments to make even 
stronger representations than before, in the light of the figures ob- 
tained by Sir Arthur Salter from what we understand to be official 
sources, so that China should use some part of the customs revenues 
which appear to be available for the purpose of carrying out the 
obligations which the Chinese Minister of Foreign Affairs in his 
memorandum recognizes, before such surplus customs revenues are 

subjected to any further pledges. 
Yours very truly, J. P. Morean & Co. 

For the American Group 

RESTRICTIONS BY CHINA UPON THE IMPORTATION OF CERTAIN 

INDUSTRIAL CHEMICALS 

893.113 Explosives/8 

The Minister in China (Johnson) to the Secretary of State 

No. 2928 Perrine, August 22, 1934. 
| [Received September 24. | 

| Sir: I have the honor to refer to the Legation’s despatch No. 2767, 

June 7, 1934,” in regard to the restrictions being placed upon the im- 
portation into China of certain industrial chemicals, and to enclose 
for the Department’s consideration copies of subsequent pertinent cor- 
respondence upon this matter.” 

In his despatch No. 7968, June 8, 1934, the Consul General at 
| Shanghai announced an intention of making application in behalf 

of an American firm to the Saltpeter and Sulphur Bureau of Kiangsu 

™ Not printed.
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for a permit to import a monopolized chemical, and in his despatch 
No. 8048, August 16, 1934, he reports the refusal of the Bureau to issue 

the permit requested. 
From the letter of the Director of the Kiangsu Provincial Salt- 

peter and Sulphur Bureau which was enclosed with the latter des- 
patch it appears that, while the Bureau is prepared to permit the 
importation of restricted chemicals where intended for consumption 
by the importer, it will not permit their importation where the im- 
porter intends to resell them to consumers in the ordinary course 

of trade. 
In the absence of discrimination, and in view of the provisions of 

Item 5 of Rule V of the Rules of Trade of the Sino-American Treaty 
of 1858 8 specifically classifying certain chemicals as munitions of 

' war and prohibiting their importation into China by citizens of the 
United States except at the requisition of the Chinese Government, 
or for sale to Chinese duly authorized to purchase them, the Legation 
is not inclined to believe that it could appropriately insist that Amer- 
ican merchants be permitted to import such chemicals for purposes 
of further sale. The Chinese Government would appear to have 
chosen to consider these chemicals as munitions of war, and, exercis- 
ing its sovereign right to control the traffic in such commodities, 
has restricted the right to import them to merchants selected by the 
Government and to those importers who intend actually to consume 
the commodities imported. So long as there is no discrimination 
against American merchants in this matter, the Legation does not 
believe that those merchants have a valid complaint against the policy 
of the National Government, and it does not believe that any useful 
purpose would be served by pursuing the general question further 
with the Ministry of Foreign Affairs. 

A copy of the Legation’s instruction to the Consul General to the 
above effect is enclosed 1° for the Department’s consideration and pos- 
sible comment. 

Respectfully yours, NELSON TRUSLER JOHNSON 

893.113 Explosives/8 

The Acting Secretary of State to the Chargé in China (Gauss) 

No. 1498 . Wasuinaron, October 22, 1934. 

Sir: Reference is made to the Legation’s despatch No. 2928 of 
August 22, 1934, and to previous correspondence, in regard to the 
importation into China of certain industrial chemicals. 

* William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 
States of America and Other Powers, 1776-1909 (Washington, Government 
Printing Office, 1910), vol. 1, pp. 222, 230. 

* Not printed.
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It is noted that in view of the action of the Chinese Government in 
choosing to exercise its sovereign right to control the traffic in munitions 
of war and pursuant thereto, as provided in Item 5 of Rule V of the 
Rules of Trade of the Sino-American Treaty of 1858, to prohibit, 
except under certain conditions, the free sale of “saltpeter, sulphur, 
brimstone and spelter”, the Legation is of the opinion that, in the 
absence of discrimination against American merchants, such mer- 
chants are without valid complaint and that no useful purpose would 
be served in further discussing the matter with the Chinese Govern- 
ment. 

In this connection it may be stated that, although not in position to 
agree that, due to the aforementioned treaty provision, the American 

Government is necessarily estopped from registering protest when 
unreasonable and unwarranted restrictions are placed upon the im- 
port into China of the industrial chemicals under reference, the 

_ Department is, nevertheless, inclined to agree with the Legation that, 
so long as there is lacking evidence of discrimination against American 
interests, no useful purpose would be served in pursuing the matter 
further with the Chinese Government. 

Very truly yours, Witi1am PHILuies 

REPRESENTATIONS AGAINST RESTRICTIONS IMPOSED BY THE CAN- 
TONESE AUTHORITIES UPON THE SALE OF LIQUID FUEL BY FOR- 
EIGN COMPANIES ” 

693.116/122: Telegram 

Lhe Minister in China (Johnson) to the Secretary of State 

Perrine, January 16, 1934—noon. 
[Received January 16—7: 42 a. m.] 

39. Legation’s 5, January 3, 3 p.m. Following from American 
Consul General at Canton to the Legation and Nanking: 

“January 15, 5 p.m. Inspector General of Foreign Affairs in- 
formed British Consul General and myself today that foreign oil 
companies are on the same basis as native companies in respect to 
deferred payment tax plan, but that native distillers are now granted 
subsidy from the provincial treasury. Inspector General said that 
he had been promised a letter on these points from the Commissioner 
of Finance and upon its receipt he would confirm these statements 
to us in writing and also set forth the channel on which the subsidy 
is granted.” 

The Legation is taking no action in the matter pending receipt of 
information as to the nature of subsidy proposed. 

J OHNSON 

*” Continued from Foreign Relations, 1938, vol. 111, pp. 569-593. 
* Toid., p. 598.
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693.116/126 

The Minister in China (Johnson) to the Secretary of State 

No. 2495 , Perrine, January 31, 1934. 
: [Received February 24.] 

Sir: I have the honor to refer to the Legation’s despatch No. 2451, 
January 5, 1934, upon the subject of the restrictions placed upon the 
business of American oil companies by the Chinese authorities at 
Canton, and to enclose a copy of despatch No. 245, January 12, 1984, 
from the Consul General at Canton.” 

From the Consul General’s despatch it appears that while a pretense 
is being made that this taxation is being applied uniformly and with- 
out discrimination, the provincial government is in fact granting to 
Chinese refiners of kerosene produced locally from liquid fuel a rebate 
of two-thirds of the tax under the guise of a subsidy to native industry. 

As this rebate appeared to the Legation to be in fact discriminative 
tax treatment, the British Legation was consulted. As a result, we 
have both instructed our consuls general at Canton to protest the 
collection of this tax in the discriminative manner now evident. A 
copy of my instruction to the American Consul General at Canton is 
enclosed.” 
Although we did not believe that the Ministry of Foreign Affairs 

was in a position to take any effective action in the premises, in order 
that our views upon this latest move of the Canton authorities towards 
the elimination of the oil companies from that region might be known 
to the National Government, we have addressed similar notes of 
protest to that Ministry. <A copy of the Legation’s note, together with 
a copy of that sent by the British Legation is enclosed for the De- 
partment’s information.”* 

Respectfully yours, NeEuson 'TRUSLER JOHNSON 

793.94/6625 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, May 7, 1934—6 p. m. 

139. Please inform Canton in reference to its telegram of April 29, 

noon,” as follows: 

In your discretion, you are authorized, on some opportune occasion 
when you are discussing with members of the Southwest Political 
Council and other officials at Canton the oil discrimination matter or | 

27 Not printed. 
8 Neither printed. 
4 Ante, p. 147.
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other cases of discriminatory treatment of Americans at Canton, to 
refer to the declaration made by the Southwest Political Council on 
April 27 and to remind them of their obligation to observe treaties 
between China and the foreign powers. 

How 

693.116/182 

The Minister in China (Johnson) to the Secretary of State 

No. 2782 Perrine, June 14, 1934. 
[Received July 23.] 

Sir: I have the honor to refer to the Legation’s despatch No. 2745, 
May 28, 1934,2> concerning the restrictions being placed upon the 
business of the American oil companies at Canton, and to enclose for 
the Department’s information a copy of the Canton Consul General’s 
despatch to the Legation No. 290, May 31, 1934.?° 

This despatch narrates the further efforts of the Consul General 
in this matter, and indicates that, in spite of the rebate enjoyed by 
the government-projected [-protected?] native refiners, those refiners 

have not been prospering because of the competition of certain inde- 
pendent refiners, and because the foreign oil companies have succeeded 
in supplying about 30% of the kerosene sold during the past four 
months. . 

As, because of this situation, the government-projected refiners were 
reported to have begun agitation for the establishment of a quota 
system, the Consuls General (American and British) deemed it ad- 
visable to endeavor to forestall the enactment of any such scheme 
by prior representations to the Inspector General for Foreign Affairs. 
Mr. Ballantine ** reports having received verbal assurances that no 
quota project is being considered. 

Respectfully yours, Nrtson TRUSLER JOHNSON 

EFFORTS OF THE UNITED STATES TO MEET SITUATION CREATED BY 

IMPOSITION IN CHINA OF TAXES CONSIDERED UNFAIR TO AMERI- 

CAN TRADE” 

693.113 Tobacco Products/43 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasninaton, October 2, 1934—1 p. m. 

316. Your 430, September 27, noon.* Although appreciating the 
: unfortunate effects which the proposed tax schedule may have on the 

* Not printed. 
* Joseph W. Ballantine, Consul General at Canton. 
* Continued from Foreign Relations, 1933, vol. m1, pp. 598-603.
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consumption in China of American leaf tobacco, the Department, based 
on such information as is now available, fails to perceive legal grounds 
upon which protest to the Chinese Government may appropriately 

be made. 
You are authorized, however, to discuss the situation orally and in- 

formally with the appropriate Chinese authorities during the course 
of which conversation you may wish to emphasize the fact that, as 
recently as last July, China revised its import tariff in such manner 
as to place upon American trade in particular a severe handicap; that 
apparently legislation is now proposed which, if made operative, 
would create an additional handicap which would again fall most 
heavily upon an important item of American trade, namely, the leaf 
tobacco trade; that the cumulative effects of such acts, coupled with 
the collection in various parts of China of illegal and discriminatory 
taxes, are matters of concern to the Department and to the American 
interests affected thereby; and that in consequence it is hoped that the 

Chinese Government will not further complicate the situation by the 
imposition of additional taxation upon cigarettes, which action would 
not only seriously affect American interests but might also, in the long 
run, decrease rather than increase Chinese Government revenues. 

Please keep the Department fully informed. 
Hoi 

893.60/31 : 

The Secretary of State to the Minister in China (Johnson) 

No. 1466 WASHINGTON, October 3, 1934. 

Str: Reference is made to the Legation’s despatch No. 2801 of June 
26, 1934,78 in regard to “The Industrial Encouragement Act” which, 
by mandate under date April 20, 1934, was promulgated by the Chinese 
Government. 

In this connection, the Department has given special consideration 
to the methods, as stated in article 2 of the Act under reference, by 
which encouragement may be given to the development of domestic 
industry. With the possible exception of the proposed granting of 
“encouragement” funds, the other means by which assistance may be 
rendered, namely, reductions in or exemptions from export duties and 
raw material taxes, reduction in freight rates charged by government- 
owned communication systems, and exclusive rights of manufacture 
in specific areas for specific periods of time, would appear to be of 
such a nature as to contravene the letter or the spirit or both of treaty 

: commitments of the Chinese Government. It would thus appear that 
detailed representations in the premises might appropriately be made 

7° Not printed.
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to the Chinese Government. The Department, however, is inclined, 
mm the absence of protests by other interested powers and, in particular, 
of specific instances in which American interests are adversely affected 

by implementation of the Act under reference, to the opinion that the 
Legation should, in addressing the Foreign Office, refrain from citing 

the specific treaty rights which the provisions of the Act would appear 

to infringe. It is therefore suggested that the Legation confine its 
note to a brief statement to the effect that, although the Legation 
readily understands the natural desire of the Chinese Government 
to assist domestic industry, certain of the means, as outlined in “The 
Industrial Encouragement Act”, by which it is hoped to attain the 
desired end, would appear to contravene various treaty commitments 
of the Chinese Government and that, in consequence, the Legation 
reserves such rights of American nationals as may be adversely af- 
fected by the operation of the Act under reference. 

The Legation will of course wish to give further study to the subject 
and, possibly, to consult with the representatives of the other princi- 
pally interested powers with a view to ascertaining and, if advisable, 
to reporting to the Department any further developments of con- 
sequence. 

Very truly yours, For the Secretary of State: 
Witi1am PHInires 

898.60/33. 

The Chargé in China (Gauss) to the Secretary of State 

No. 8129 Perpinc, November 9, 1934. 
[ Received December 15. ] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 1466, of October 3, 1934, in regard to the “In- 

dustrial Encouragement Act” which was promulgated by mandate of 
the National Government of China on April 20, 1934, and to enclose 
a copy of the formal note ® which the Legation has addressed to the 
Acting Minister for Foreign Affairs under the authorization given in 

that instruction. 
The matter of the Industrial Encouragement Act was discussed 

with the British Legation and it was ascertained that the British 

Minister intends to address a formal communication on the subject 
to the National Government, citing various specific causes of complaint 
which the British Legation has in recent months made the subject of 
representations to the National Government and inviting attention 
to the fact that while it is stated to be the policy of the Chinese Govern- 

» Not printed.
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ment to encourage the investment of foreign capital in China, the 
action of the Government and of various provincial governments tends 
not only to discourage the investment of new British capital but also 
to place British capital already invested at a disadvantage as com- 
pared with Chinese capital. It was stated at the British Legation that 
it is the intention of the British Minister, who is now absent on a tour 
to South China, also to address an informal communication to Dr. 
Wang Ching-wei, the Acting Foreign Minister, directing his personal 
attention to the formal communication from the Legation and express- 
ing the hope that the Chinese Government will take measures to con- 
form its acts to its pronouncements in this matter, which he feels mean 
so much to British capital in China and which should also be vital 
to the improvement of the economic situation in this country. 
Amongst the causes of complaint which the British note will cite are 

matters such as the kerosene taxes imposed in Fukien Province, and 
restrictions amounting substantially to a monopoly in the importation 
of sulphuric acid. But none of these complaints arise out of the Indus- 
trial Encouragement Act, and, so far as this Legation is aware, there 
has not yet arisen any case affecting foreign interests where that Act 
may be cited as the cause of unfair treatment or discrimination. 

The outstanding instance of unfair treatment of foreign interests. 

in China during the past few years has been the kerosene case at 
Canton, but that matter seems now to be in a fair way toward 
adjustment. 

With reference to the matter of encouragement of foreign capital 
investment in China, I offer the comment that while from time to time 
officials of the National Government have been reported as encouraging 
such investments, the general attitude has been one of desiring foreign 
capital for Chinese enterprises, under Chinese control, and not for 
investments under foreign extraterritorial jurisdiction. 

Having given consideration to the question as to whether it might 
be desirable to approach the National Government in connection with 
the Industrial Encouragement Act along the lines of the British plan, 
I concluded that the course originally proposed by the Legation and 
approved by the Department seemed the more desirable and I have 
followed that course in addressing my note to the Acting Foreign 
Minister.” 

The Legation is circulating to the consular officers a translation of 
the Industrial Encouragement Act and informing them of the Lega- 

1 See pp. 564 ff. 
“The Minister in China in his despatch No. 3422, March 7, 1935, reported that 

the Chinese Foreign Office had replied to the effect that the Minister of Industry 
stated “there will be no discrimination” and “utilization of foreign capital and 
technical cooperation will in no way be affected by the operation of the Industrial ° 
Encouragement Act.” (893.60/39)
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tion’s note to the Minister of Foreign Affairs. The consuls are being 
instructed to inform the Legation of any developments in their district 
in the application of the Industrial Encouragement Act which may 

affect American interests. 
Respectfully yours, C. E. Gauss 

893.5034 Business Tax/93 : Telegram 

_ Lhe Chargé in China (Gauss) to the Secretary of State 

Peretne, November 28, 19384—10 a. m. 
: [Received 11 a. m.*] 

543. In its despatch 3154, November 21st ** regarding business tax 
law the Legation reported receipt of a further note from the Foreign 
Office making unsatisfactory effort to overcome objections previously 
voiced by the American Government and requesting that American 
merchants be instructed to comply with the regulations and pay the 
tax. Other interested Legations received similar notes. 

As for the most part the objections previously raised still existed, 
the Legation replied to the Ministry of Foreign Affairs to that effect 

_and reaffirmed its previous position. French Legation has replied 
refusing to permit imposition of this tax upon French nationals for 

_ the reason that it is in contravention of the treaties particularly article 
40 of the French treaty of 1858.2° British Minister was in South China 
and Japanese Legation did not know what reply would be made. © 

I am now informed by the British Legation that the British Minister 
is proposing to his Government that he be authorized to go to the Chi- 
nese Foreign Office and verbally and informally explain that the 
British Government is prepared without prejudice to treaty rights to 
discuss an arrangement for the payment by British subjects of a legal 

| and reasonable business tax on a nondiscriminatory basis; that is to 
say, subject to there being no discrimination whatever either in theory 
or practice, such tax to be paid not only by the Chinese but also by all 
foreigners alike, and subject also to certain safeguards, the chief of 
which would be that such legal taxation would not be enforced against 

British subjects by any other process than that of action in the 
British courts, and that in cases of disputed assessment the party con- 
cerned should be entitled to have the amount of his liability fixed by 
the British courts. British Legation states that it is not informing 

3 Telegram in two sections. 
* Not printed. 

D eugene’ at Tientsin, June 27, 1858, British and Foreign State Papers, vol. 11,
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other interested Legations of this proposed action at the present 
moment but that it desired to obtain our views and agreement to a 
similar line of action. 

By making this counterproposal to the Chinese the British Minis- | 
ter hopes to shelve the entire question as would appear to have been 
done with the commercial treaty negotiations * and thereby possibly 
prevent further provincial efforts to collect a tax under the present 
objectionable law or at least restore relations by exhibiting to the 
Chinese the willingness of the British Government to permit imposi- 
tion of a business tax upon British subjects under certain safeguards. 

Provided there is insistence upon nondiscrimination as between 
foreigners of various nationalities as well as between foreigners and 

Chinese the suggested action would appear harmless and I would 
recommend that I be authorized to take similar action through the 
Counselor at Nanking provided British Minister is authorized to act 
as he has suggested. Our action might be confined to informing Chi- 
nese verbally that we endorse the British proposal. The Depart- 
ment’s instructions are requested. 

Gauss 

893.5034 Business Tax/93 : Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasuineton, December 6, 1984—5 p. m. 

377. Your 5438, November 28, 10 a. m. in regard to business 
tax law. 

1. Noting that the French Legation refuses to permit the imposition 
of this tax on French nationals and that the attitude of the Japanese 
Legation is unknown, the Department, in view of the fact that en- 
forcement by action in American courts in China of such taxation 
against American citizens or reference to such American courts of 
disputes in regard to the tax would require legislation by Congress, 
is not in position to endorse the British proposal. 

2. For your information but not for communication to Chinese 
authorities. In the event of a willingness on the part of all other 
treaty powers to acquiesce in the imposition of the proposed tax on 

their respective nationals, the Department would be prepared to give 
consideration to advising American nationals to pay the tax as a 
voluntary contribution provided the tax were national in scope and 
the amount and the methods of collection were reasonable and non- 
discriminatory. 

*° See pp. 528 ff. 

748408—50—VvoL. 111———-42
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3. You are authorized to inform your British colleague informally 

and confidentially of the foregoing. 
HULu 

693.118 Tobacco Products/49 : Telegram 

| The Secretary of State to the Minister in China (Johnson) 

WasHineron, December 31, 1984—2 p. m. 

401. Your 605, December 30, 10 a. m.,?” in regard to proposed in- 

crease in the import duties applicable to leaf tobacco. 
If on further investigation the report outlined in your telegram 

under reference proves to be correct, it is assumed that Legation will 
bear in mind and act in accordance with the views and suggestions of 
the Department as indicated in its telegram No. 816 of October 2, 
1 p.m. 

Hoi 

693.113 Tobacco Products/50: Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrine, January 9, 1935—noon. 
, [Received January 9—2:47 a. m.] 

10. The Counselor of Legation at Nanking ® was directed to take 
action in compliance with the Department’s 401, December 30 [37], 
2p.m. He has replied as follows: 

[“]January 8,9 a.m. I am confidentially but reliably informed 
that the Executive Yuan has sanctioned an increase of 100 percent 
in the import tariff on leaf tobacco and that the date of enforcement 
will be determined by the Ministry of Finance. Reason for increase 
is the falling price of imported leaf tobacco and consequent necessity 
of protecting similar type tobacco raised in Shantung and elsewhere. 
My informal protest to an appropriate official has met with the reply 
that the increase has already been officially sanctioned although not 
yet enforced.” ® 

Peck is being instructed to see the Minister of Finance and orally 

and informally advise him of the Department’s views as set forth in 
its 816, October 2, 1 p. m. . 

GAUSS 

* Not printed. 
* Willys R. Peck. 
* In telegram No. 17, January 28, 1935, 10 a. m., Mr. Peck reported that the 

Chinese Government had abandoned its intention to double the import duty on 
leaf tobacco (893.6581/6).
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DENIAL TO AMERICAN FIRMS OF RIGHT TO FORMAL HEARING 

UNDER THE CHINESE CUSTOMS RULES OF 1868 “ 

693.11245/29 

The Minister in China (Johnson) to the Secretary of State 

No. 2459 Perrine, January 9, 1934. 
[Received February 10.]| 

Sir: I have the honor to refer to the Department’s instruction to 
the Legation No. 1112, June 19, 1933,“ in regard to the enforcement of 

Chinese Maritime Customs Regulations and the Rules of 1868 for 
joint investigation in cases of confiscation and fine by the Customs 
House authorities.” 

In compliance with the Department’s directions, I have taken ad- 
| vantage of every opportune occasion to press for a more satisfactory 

handling of such cases. 
I have been informed by the Inspectorate General of Customs that 

it had nothing to do with the ruling of the Chinese Government to 
the effect that the Sino-American Tariff Treaty of 1928 “ removed 
any necessity for investigations under the provisions of the Rules of 
1868. It maintains that that ruling was made by the Customs Ad- 
ministration of the Ministry of Finance. 

In a conversation, Sir Frederick W. Maze, the Inspector General of 
Customs, requested that he be supplied with a list of the cases in which 
we consider that the Customs have acted arbitrarily toward American 
firms. Although I did not deem it advisable to supply him with a 
complete list of all cases which have come to the attention of the 
Legation within recent years, upon my return to Peiping, I sent him 
a list of the principal cases and endeavored to point out to him wherein 
I felt the Customs had acted arbitrarily. <A copy of this letter is en- 
closed * for the Department’s information. 

Also as of interest to the Department, there is enclosed a copy of 
a letter from the Counselor of Legation at Nanking‘ reporting a 
conversation had by him with Mr. L. K. Little, an American citizen 
who occupies a position of trust on the staff of the Inspector General. 
Mr. Little expressed the opinion “That the Maritime Customs deserves, 
as an institution, the support of the American Legation; he feels 
that the continued existence and operation of the Customs is a positive 
benefit to foreign trade in general, including American.” He gave 
to the Counselor of Legation the impression that the Maritime Cus- 
toms has many enemies among the Chinese, and that if its present 

“ Continued from Foreign Relations, 1933, vol. 111, pp. 626-628. 
“ Not printed. 
” Foreign Relations, 1868, pt. 1, p. 527. 
* Signed at Peking, July 25, 1928, ibid., 1928, vol. 11, p. 475.
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organization is to be continued, it must be supported by the Legations. 
He suggested that it would be beneficial to all concerned if the Le- 
gation and the Inspectorate General were to talk over causes of com- 
plaint unofficially before the Legation takes them up with the Ministry 

of Foreign Affairs. | 
There is also enclosed a copy of my reply to the Counselor of Le- 

gation *° reminding him that in each of the recent cases of complaint 
against the action of the Customs House authorities the Legation first 
endeavored to get satisfactory action by the Inspectorate General be- 
fore recourse was had to the Foreign Office, but that apparently there 
had been no disposition on the part of the Inspectorate General to 
meet us in a very reasonable spirit. 7 

In setting forth the Legation’s views upon this matter, I assured 
the Counselor of Legation that we have no desire to quarrel with 
the Customs, and that we have always been mindful of the advantage 
to American and foreign trade of a cordial and sustained support of 
the Customs administration as now organized. At the same time, 
however, I explained to him that there are certain fundamental prin- 
ciples to which we must adhere, and while I was ready to concede 
the difficulties confronting a customs administration having to func- 
tion alongside foreign extraterritorial regimes in China, and while 
I was disposed to go along patiently in working out our problems, 
I felt that we must have an eye to the future and look consistently 
to the acknowledgement and acceptance of the principle that in dis- 
putes between merchants and Customs there must always be an 
orderly process for fair and open hearing and just and equitable 
settlement. I expressed the opinion that if we concede to the present 
administration of the Customs arbitrary powers of confiscation, 
seizure, fines and penalties, without reserving to the merchant the 
right of fair and open hearing in review of the action of local Com- 
missioners of Customs, we are laying up much trouble for the future. 

The Department will be kept currently informed of further de- 
velopments in regard to this matter. 

Respectfully yours, Newtson TRUSLER JOHNSON 

693.11245/31 

The Inspector General of Chinese Customs (Maze) to the American 
Minister in China (Johnson) * 

SHANGHAI, January 18, 1934. 

My Dear Mr. Jonnson: I have received your letter of 830th Decem- 
ber, 1933,* forwarding a list of three cases in which you consider 

“Not printed. 
““ Copy transmitted to the Department by the Minister in China in his despatch 

No. 2523, February 7; received March 12.



CHINA 575 

that the Customs have acted arbitrarily towards American firms, 
together with an outline of the grounds on which your opinion has been 
formed. The three cases dealt with in your letter are as follows :— 

Socony Vacuum Lungkow confiscation case; 
Frazar, Tsingtao case; and 
International Truck & Storage Company case, Shanghai. 

The facts in these cases have been exposed in official correspondence, 
and I do not propose to refer to them in this letter except where 
necessary to assist in the consideration of the arguments contained 
in your letter under reply. : 

With regard to the Socony-Vacuum case, I am glad that a re- 
consideration of all the circumstances disclosed grounds upon which 
the penalties imposed could be revised, and an equitable adjustment 
made. For the sake of record, and to avoid possible future mis- 
understanding, I should like to point out that the reason I was able 
to recommend the settlement of the case to the Government was—not 
the fact that the cargo was owned by an American firm or the action 
of the Deputy Commissioner at Lungkow in confiscating and selling’ 
the oil, but—the discovery that Customs stations on the Shantung 
Coast had, albeit unauthorisedly, on several occasions permitted the 
entry of junks from Dairen whose cargo was covered by documents — 
forwarded by post to local agents and not carried on the vessel itself. 
In view of this new evidence, it was clear that the absence of covering 
documents in the junk seized at Lungkow did not, necessarily, indi- : 
cate intention to smuggle, and I was therefore in a position to suggest 
a mitigation of the penalty. 
With regard to the Frazar case at Tsingtao, I notice that you state 

that two issues are involved:—(1) the responsibility of the Frazar 
Company for the duty which did not reach the Customs receiving 
bank; and (2) the arbitrary measures adopted by the Commissioner 
at Tsingtao in an attempt to force the American Company to assume 
the responsibility for such payment. 

With regard to the first point, Article XXII of the Treaty of . 
Tientsin (United States) *” states that “the duties shall be paid to the 
shroffs authorized by the Chinese Government to receive the same”. . 
It is admitted that Messrs. Frazar did not pay the duty to the “au- 
thorized shroff” (i. e., the Customs Bank) and it is, therefore, not 
understood how they can refuse to accept responsibility. 

You state that you are of the opinion that, if the Customs feel their 
claim is just, action against the Company should be taken in the 

“Signed June 18, 1858, Hunter Miller (ed.), Treaties and Other International 
Acts of the United States of America, vol. 7, p. 793.
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American Court. But you may possibly concur with me that it is 
unnecessary for the Customs to secure through the American Court 
satisfaction of a claim to which they are clearly entitled by treaty. 
It is obvious, of course, that American citizens have the right by 
treaty to engage in legitimate trade at the ports but I hold that to 
enjoy that right they must abide by the terms of the treaties. In other 
words the treaty right of merchants to trade in China is conditioned 
by the treaty obligation to pay duty to the office appointed to receive it. 

Incidentally, in view of your suggestion that the Customs should 
take action against the Frazar Company in an American Court, I 
have been given to understand, since our recent conversation in 
Shanghai, that the United States Court for China holds the view 
that the Chinese Government cannot take legal proceedings in any 
Consular Court of the United States in China against United States 

citizens. If this view is correct, it would render it impossible, even 
if desirable, for the Customs to follow the course which you now 
recommend. 

Turning to the Company’s claim, with which you state that you 
concur, that if there was fraud on the revenue in this case it involved 
the Customs organization as seriously as it involved the employees of 
the Company, the view of the Chinese Government is that under the 
‘Treaties duty is a debt to the Government which the foreign merchant 
is obliged to liquidate, and that neglect on the part of the Customs 

| does not release him from this obligation. 
Recent developments in the Frazar case, however, indicate that it 

is not complicated by any question of the complicity of Customs em- 
ployees. I have received a report from the Tsingtao Commissioner, 
stating that Frazar’s clerk, Wang Feng-to, has been tried in the local 
Court, found guilty of unauthorized use of seals and embezzlement 
of moneys entrusted to him by Frazar Fed., Inc., and sentenced to a 
term of 18 months imprisonment. The Customs ex T’ingch’ai, Hsii 
Ting-sheng, whom Frazar’s clerk named as his accomplice, was also 
tried in the Chinese Court and acquitted. It follows, therefore, that 
there are no grounds for suspecting that any Customs employee was 

. involved in this fraud on the revenue. 
In passing, I should like to draw attention to the consequences of 

the acknowledgment of the principle that complicity of a Customs 
employee in fraud relieves the merchant from his obligation to pay 
duty evaded, and to express the opinion that the acceptance of such 
a doctrine would invite attempts at evasion of duty by dishonest 
merchants acting in collusion with their own employees, with or with- 
out the connivance of subordinate Customs employees. 

With regard to the second point, a review of the action taken by the 
Tsingtao Commissioner in an effort to induce Messrs. Frazar to pay
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the duties due from them to the Chinese Government does not show 
that it was arbitrary. After the discovery of the fraud, the Company 
asked for time to make investigations, and the Commissioner acceded 
to their request. It was only after the lapse of a month that the Com- 
missioner, as a result of the refusal of the Company to pay the duty or 
to give security therefor, informed them that he could not pass any 
more cargo for them until the sum owing to the Government had been 
paid. The motorcar and tyres which the Customs subsequently 
declined to release were detained—not confiscated—in consequence. 

With reference to your criticism of the Commissioner’s action in 
thus refusing to pass cargo for the Frazar Company until they had 
paid the duties owed to the Chinese Government, I may state that this 
method of procedure is sanctioned by custom and precedent, by in- 
structions of the Chinese Government in specific instances, and by 
treaty. Vide article XLVI of the Treaty of Tientsin (1858) (Great 
Britain) *® which reads :-— 

“The Chinese Authorities at each port shall adopt the means they 
may judge most proper to prevent the revenue suffering from fraud or 
smuggling”. 

I note your opinion, referred to above, that if it is claimed that there 
was a fraud on the revenue our remedy was to have recourse to proper 
proceedings in the competent court and that any attachment of prop- 
erty must be made under the order of the Court and not by the 
Customs. As a statement of broad principle divorced entirely from 
post-treaty developments and from the practical requirements of 
commerce, no exception can be taken to this view provided the Customs 
were permitted to act in this way. But I request you to consider the 
effects which such an interpretation would have upon trade if it were 
generally acted upon. I have no hesitation in asserting that traders 
in general would prefer to submit to what I may term the summary 
jurisdiction of the Customs rather than find themselves obliged to 
answer to Customs charges in their national Courts. Moreover, it 
must not be overlooked that if the Customs have taken upon them- 

selves certain powers which you conceive they have no right to exercise 
under the treaties, they have also secured for commerce very valuable 
privileges which those treaties do not confer. The circumstances in 
which the Customs function in China are not comparable with those 
obtaining in other countries and I suggest that it is wiser to attempt to 
adjust differences in a spirit of mutual accommodation rather than by 
invoking the treaties. If a merchant considers he has a grievance 
against the Customs he can at any time appeal to his national authori- 
ties and I think you will concede that the Inspectorate is always ready 

“Signed June 26, 1858, British and Foreign State Papers, vol. XLVIII, p. 47. ;
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to give the fullest hearing to any representations made in this way—at 
any rate I claim that this is the case. 

The report which, you state, your Legation has on record that the 
Customs applied to the Kiao-Tsi * Railway Authorities to detain any 
cargo shipped on the railway to the Frazar Company, is without foun- 
dation. Itis possible that you may have in mind the peculiar action of 
the American Consul at Tsingtao, who is reported to have requested 
the Wharf Administration to refuse delivery to the Customs of certain 
imports consigned to the Frazar Company should the Customs decide 
to confiscate them,—a step which, I may add, was not contemplated 
but which the Consul evidently feared. The Wharf Administration, 
I understand, properly refused to accede to the Consul’s extraordinary 
request. 

The report that the Customs applied to the Kiao-Tsi Railway to 
detain cargo consigned by rail to the Frazar Company, as well as 
other statements and innuendoes made in your despatch of 24th 
February, 1933, addressed to His Excellency the Minister for Foreign 

A ffairs,® force me to the conclusion that, throughout the whole course 
of the Frazar case, you have been misled and misinformed. The 
despatch to which I refer contains grave implications against the 
administration of the Tsingtao Customs, and the integrity of its staff. 
In particular, two Customs Assistants are mentioned by name, and 
of them you have categorically stated that “It is further very difficult 
to believe that one or both of the Customs assistants in the general 
office did not have knowledge of the fraud. If, however, they did 
not possess such knowledge it would appear that they were guilty of 
gross and inexcusable negligence in not previously discovering the 
irregularity”. I cannot permit such implications to pass unchal- 
lenged, and there is no evidence that either Assistant had knowledge 
of the fraud or was guilty of negligence. 

In view of the verdict of the Court in the Frazar case, which re- 
moves suspicion of participation of Customs employees in the fraud, 
I feel confident that, in the interests of justice, you will wish to 
modify the criticism and innuendoes embodied in the despatch quoted 
above, which now forms part of the official files of the Ministry of 
Foreign Affairs. 

With reference to the third case mentioned in your letter—that of 
the International Truck and Storage Co., Shanghai (in liquidation) — 
the record shows that the applications to ship the cargo concerned, 
which was proved to have been substituted, were signed by the Com- 
pany acting as Customs Brokers and, therefore, assuming responsi- 
bility in the first instance for the duty evaded. There is the strongest 

° Kiaochow-Tsinan (Shantung). 
. * Not printed.
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evidence to show that one, at least, of the Company’s employees was | 
involved in the fraud, but I have nevertheless given instructions that 
the case is not to be finally closed until the Company has had every 
opportunity of proving that the fraud was committed by a second 
party, and that neither they, nor any of their employees, were 
implicated. 

In conclusion, I should like to reiterate that arbitrary action by 
the Customs against merchants is neither tolerated nor condoned by 
me. The policy of the Inspectorate is to extend all possible facilities 
to merchants and encouragement to trade consistent with the primary 
duty of protecting the Government’s revenue, and to treat all with 
fairness, courtesy and consideration. | 

Yours sincerely, F. W. Maze 

693.11245/31 

The American Minister in China (Johnson) to the Inspector General 
of Chinese Customs (Maze) * 

: Perrine, February 1, 1934. 

My Dear Sir Frevericx: I have received your letter of January 
18, 1934, in reference to the American cases in which the Legation feels 
that the Customs authorities have acted arbitrarily. I have again 
gone into this matter with care, and regret that I cannot accept the 
position of the Customs on a number of the issues involved in these 

cases. 
As to the Socony-Vacuum case at Lungkow, I have noted your 

comments and have also examined a despatch from the Foreign Office 
enclosing copy of a lengthy communication from your Inspectorate 
General to the Ministry of Finance. I am interposing no objection 
to the acceptance by the American company of the proposed arrange- 
ment for the settlement of this case, but for the sake of the record and 
to avoid any future misunderstanding as to our position, I am noting 
my exception (1) to the deduction of the $500 penalty, (2) to the 
confiscation of the American cargo on the grounds of purely technical 
violations of Customs rules by the transporting junk when there was 
no evidence or even reasonable suspicion of an intention to smuggle or 
to engage in clandestine trade or to defraud the Customs revenue, 
and (38) to the denial of the right of joint investigation under the 
Rules of 1868. 

In the Frazar case at Tsingtao, I can find nothing to justify the 
action of the Commissioner of Customs in denying Customs facilities 
to the American firm and in detaining cargo destined to them. The 

’ Copy transmitted to the Department by the Minister in China in his despatch 
No. 2528, February 7; received March 12. .
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. provisions of Article XLVI of the British Treaty of 1858, quoted 
by you, can not in any way be construed to authorize the measures 
taken by the Commissioner at Tsingtao in derogation of the treaty 
rights of the American Company and of the extraterritorial juris- 
diction of the United States. 

To put it quite frankly, the Commissioner is seeking by the measures 
he has taken, to coerce the American Company into submission to 
the “summary jurisdiction” of the Customs in the duty dispute, and 
I can not acquiesce in any such coercive measures. I have no doubt 
that in many cases traders may in general prefer to submit to the 
“summary jurisdiction” of the Customs rather than find themselves 

obliged to answer to Customs charges in their national courts; but 
when an American merchant challenges such “summary jurisdiction” 
of the Customs it certainly is not competent for your Commissioners 
to apply coercive measures to enforce it. On the contrary, I contend 
that the remedy of the Customs against the American company must 
be sought in proper proceedings in the American court of competent 
jurisdiction. 

T note the statement of your understanding “that the United States 
Court for China holds the view that the Chinese Government cannot 
take legal proceedings in any Consular Court of the United States in 
China against United States citizens.” I fail to find any decision or 
dictum to that effect in any of the published cases of the United States 
Court for China. I am aware that an “opinion” to that effect was 
rendered by the Attorney General of the United States in 1855, based 
upon the treaties and statutes then in force, but such an opinion is in no 
sense binding on our courts and the question is one which can only be 
determined by the Court on proper pleadings. 
My attention has been directed to a case in the British Supreme Court 

in 1917, in which the Commissioner of the Chinese Maritime Customs 
at Shanghai brought an action against the Shanghai Dock and Engi- 
neering Company, Ltd., for certain short-paid Customs duties. The 
procedure of the Customs in that case, in bringing action against the 
Company in the court of competent jurisdiction, appears to have been 
entirely correct. I fail to understand why in a similar dispute with 
the Frazar Company resort should be had to the measures adopted by 
the Commissioner at Tsingtao rather than to the orderly processes of 
the courts. 

Although the case in the British Supreme Court referred to above 
involves questions similar to those raised in the present duty dispute, 
I am not prepared to express to the American Company any opinion 
on the question of the legal responsibility of the Company in the pres- 
ent case, which, unfortunately, has been so seriously complicated by 

87 Op. Atty. Gen. 495.
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the action of the Tsingtao Commissioner in withdrawing Customs 
facilities and detaining cargo in no way involved in the dispute. 

You state in your letter that recent developments in the Frazar case 
indicate that “. . . it is not complicated by any question of the com- 
plicity of Customs employees”, and “ . . . that there are no grounds 
for suspecting that any Customs employee was involved in this fraud 

on the revenue.” While the Commissioner of Customs at Tsingtao 
apparently has not interested himself in facilitating the prosecution of 
the Customs t’ing-chai in the Tsingtao court, I am informed that the 
judgment of acquittal in that court has been appealed by the Procura- 
tor and that the appeal is now before the High Court at Tsinan. I 
may add for your confidential information that the investigations con- 
tinued by the Frazar Company have developed new evidence in refer- 
ence to the alleged forged seal which I am led to believe will satisfac- 
torily establish complicity of a Customs employee in the case. 

I have noted your suggestion that it is wiser to attempt to adjust 
differences in a spirit of mutual accommodation rather than by invok- 
ing the treaties, and that you are always ready to give the fullest hear- 

ing to any representations made in this way. I am glad to have this 
assurance, but in connection with the Socony-Vacuum case and the 
Frazar case I regret that the Legation’s communications to your Inspec- 
torate General apparently received only pro forma consideration and 
the Legation was therefore under the very unpleasant necessity of 
addressing its protests to the Ministry of Foreign Affairs. 

I regret that in the Frazar case there appears to be no disposition 
on the part of the Customs to restore to the American Company the 
Customs facilities to which it is entitled under the treaties, nor to 

arrange the matter of the cargo detained by the Commissioner at 
Tsingtao, and I am, therefore, again under the necessity of addressing 
a further note of protest to the Ministry of Foreign Affairs in this case 
in a continued effort to obtain just consideration for the American firm. 

Yours sincerely, NELson TrRUSLER JOHNSON 

693.11245/34 | 

The American Minister in China (Johnson) to the Chinese Acting 
Minster for Foreign Affairs (Wang Ching-wet)® 

No. 706 Perrine, February 10, 1934. 

ExcetLency: I have the honor to refer to the correspondence with 
Your Excellency’s Ministry relative to the Rules of 1868, providing 
for joint investigation in cases of confiscation and fine by the Customs 

“* Omissions indicated in the original. 
* Copy transmitted to the Department by the Minister in China in his despatch 

No. 2598, March 19; received April 21.
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House authorities, and, particularly, to Your Excellency’s note of 
December 20, 1933,°° concerning the Lungkow case of the Socony- 

Vacuum Corporation, in which it is stated: 

“With regard to the Rules of 1868, . . .*” the said Rules have been 
repeatedly declared null and void, and reasons were given you on 
November 11th. The Chinese Government certainly has legal basis 
for what it insists on in this matter, and is positively unable to yield.” 

In a conversation had by me on November 11, 1933, with the Politi- 

cal Vice Minister of Foreign A ffairs,®* the latter stated that the Chinese _ 

Government consider the Rules of 1868 no longer in force as the 
Sino-American Tariff Treaty of 1928 provides for complete national 
tariff autonomy in relation to rates of duty, drawbacks, transit dues 

and tonnage dues and “any related matters”, it being asserted that 
the expression “any related matters” extends to the Rules of 1868. 

In this connection I am impelled to invite Your Excellency’s atten- 

tion to the fact that the Sino-American Treaty of 1928 removed 
the limitations established by prior treaties in regard to “rates of 
duty on imports and exports of merchandise, drawbacks, transit dues 
and tonnage dues in China”, and recognized the principle of national 
tariff autonomy subject to the condition that each of the High Con- 
tracting Parties shall enjoy in the territories of the other “with respect 
to the above specified and any related matters” treatment in no way 
discriminatory as compared with the treatment accorded to any other 
country. 

Applying the generally accepted rules of treaty interpretation, the 
- Treaty of 1928 cannot be interpreted in any way as implying the 
relinquishment by the United States of its rights under the treaties 
and related agreements with respect to jurisdiction over the property 
of American nationals in China nor does the Treaty confer on the 
Maritime Customs Administration any greater authority over Ameri- 

can nationals and their property than was exercised by that Adminis- 
tration before the Treaty became effective. 

| T am unable, therefore, to accept the interpretation of the 1928 

Treaty advanced by Your Excellency’s Ministry and, having been 
instructed by my Government to insist that cases of confiscation in- 
volving the property of American citizens seized by the Custom House 
authorities shall be adjudicated under the Rules of 1868, as agreed 
upon and accepted between the competent American and Chinese 

representatives, I must again protest the refusal of the Chinese 

Government to respect the Rules of 1868, and must reserve the rights 

°° Not printed. 
* Omission indicated in the original. 
* For memorandum of conversation, see Foreign Relations, 1933, vol. 111, p. 626.
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of my Government and of American nationals with respect to all acts 
by the Customs and other authorities of the Chinese Government in 
contravention of those Rules. 

I avail myself [etc. ] NELSON TRUSLER JOHNSON 

693.11245/34 

The Chinese Acting Minster for Foreign Affairs (Wang Ching-wei) 
to the American Minister in China (Johnson) ® 

[Translation] 

Sir: I have the honor to acknowledge the receipt of your formal 
note of February 10th, concerning the Rules of 1868 which provide | 
for joint investigation in cases of confiscation and fine by the Customs | 
authorities. You stated that you are unable to accept the interpreta- 
tion of the 1928 Treaty advanced by this Ministry and must again 
file a protest. 

I have the honor to refer to this Ministry’s formal notes dated 
January 13 and September 26, 1933, in which you were informed 
of the position of the Chinese Government in this regard. I now have 
the honor again to make clear to you that the Chinese Government 
considers that the abolition of the Rules of 1868 is the a priori con- 
sequence of its interpretation of the Sino-American Treaty of 1928. 

The spirit of the Sino-American Treaty of 1928 was mainly to 
extend to China the right of complete tariff autonomy. Such right 
of complete autonomy decidedly covers not only the fixing of tariff . 
rates and collection of revenue, but, of course, also includes confisca- | 

tions and fines which constitute one of administrative rights of the 
Maritime Customs for the purpose of stopping secret traffic and smug- 
gling. Otherwise, if joint action with foreign countries in cases of 
confiscation and fine were still necessary, how could it be called com- 
plete autonomy ? | 

The term “related matters” mentioned in Article 1 of the said 
Treaty, as mentioned in your formal note, refers to the condition that 
each of the High Contracting Parties shall enjoy in the territories of 
the other treatment in no way discriminatory as compared with the 
treatment accorded to any other country. The Chinese Government, 
in regard to prevention of smuggling, fines, confiscation and other 
matters concerning Customs revenue, has no other obligations but to 
accord the several Treaty Powers equal treatment. After tariff 
autonomy became effective the Chinese Government, in dealing with 

° Copy transmitted to the Department by the Minister in China in his des- 
patch No. 2598, March 19; received April 21. 

*° Neither printed.
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confiscations and fines and particularly in the fixing of tariff rates, 
has in all cases accorded the several countries equal treatment. Thus 
China has performed its treaty obligation, and there is really no ground 
for unfavorable criticism. 

Furthermore, your note states: “the Treaty of 1928 cannot be in- 
terpreted as implying the relinquishment by the United States of 
its rights under the treaties and related agreements with respect to. 
jurisdiction over the property of American nationals”. 

I have the honor to state that confiscations and fines are adminis- 

trative rights of the Maritime Customs and have no relation at all 

to extraterritorial rights. Before the Sino-American Treaty of 1928 
was concluded, the Chinese Government itself indeed had long ago 

had a right to take action in regard to activities of foreign merchants 

, engaged in secret traffic or smuggling. Even in the treaties con- 
cluded between China and the several countries, there are provisions 

explicitly recognizing such right. For example, in Articles 3, 10, 14, 

20, and 83 of the Sino-American Treaty of Wang-Hea of 1844," Arti- 
cles 14, 19, 21, and 23 of the Sino-American Treaty of Tientsin of 1858, 

and Articles 37, 38, 39, 40, 45, 46, 47, 48 and 49 of the Sino-British 

Treaty of Tientsin of the same year, all clearly provide that the 

Chinese Government itself has the right to take action in regard 
to secret traffic or smuggling and any other activities violating the 
Customs regulations. It is thus clear that at the time when there was 
no complete autonomy in respect of Customs tariff, the Chinese Gov- 
ernment, so far as administrative rights of the Maritime Customs 

: were concerned, already had the right under the treaties to dispose 
of the property of foreign merchants. Now since complete autonomy 

has been restored to Chinese Customs tariff, all rules which conflict 

with the principle of autonomy naturally come under the category 

of those which of course ought to be abrogated, and certainly need 
not wait until after the United States has relinquished its rights with 
respect to jurisdiction over the property of American nationals. 

Your note also states: “nor does the Treaty confer on the Maritime 

. Customs Administration any greater authority over American na- 
tionals and their property than was exercised by that Administration 

before the Treaty became effective.” 

Since the Chinese Government has now acquired complete tariff 
autonomy in accordance with the Sino-American Treaty of 1928, it 
is of course usual in fact and in principle that the administrative 

right of the Maritime Customs should be greater than it was before 

this Treaty was concluded, and there is no need to argue about it. 

* Miller, Treaties, vol. 4, p. 559.
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On the basis of the above-mentioned reasons, the Chinese Govern- 
ment is unable to recognize the protest and reservations made by 
you. 

I have the honor to make this reply for your information. 

Wane CHao-mine ® 
Concurrently Acting Minister for For- 
eign Affairs of the Republic of China 

—Seal of the Ministry of Foreign Affairs— 

[Nanxina,| March 7, 1934. 

693.11245/34 

The Acting Secretary of State to the Chargé in China (Gauss) 

No. 1503 Wasuineton, November 5, 1934. 

Sir: Reference is made to the Legation’s despatch No. 2598 of March 
19, 1934,° in regard to the contention of the Chinese Government that 
the Rules of 1868 for the joint investigation by Chinese and foreign 
consular authorities in cases of confiscation and fine by the customs 
authorities are no longer in force. 

The Legation sets forth certain arguments adduced by the Chinese 
authorities in support of their contention that they have the right 
to abrogate these Rules without consultation with the interested powers 
and states that, although the Legation believes that it would be futile 
to attempt to obtain a modification of this position of the Chinese 
authorities, the Legation will, pending the receipt of instructions from 
the Department, continue as heretofore to maintain that the Rules of 
1868 remain in force until revised by mutual agreement and to reserve 
the right of the United States and of American nationals with respect 
to all acts by the customs and other authorities of the Chinese Gov- 
ernment in contravention of those Rules. 

The Department is in accord with the Legation’s view that it would 
probably be ineffective to make any further attempt at this time to 
obtain a modification of the position of the Chinese authorities. The 
Department is still of the opinion, however, that the Rules cannot 

be legally abrogated or modified without the consent of the interested 
governments, and it therefore approves the Legation’s decision to 
continue, whenever necessary, to maintain that the Rules remain in 
force until revised by mutual agreement, and to reserve the rights of 
the United States and its nationals with respect to all acts by the 

? Usually known by his courtesy name of Wang Ching-wei. 
* Not printed ; for enclosures, see pp. 581 and 583.
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customs and other authorities of the Chinese Government in contra- 
vention of those Rules. 

Although it is not deemed desirable at this time to continue the con- 
troversial discussion of the status of the Rules of 1868, the Depart- 
ment desires to emphasize the view previously communicated to the 
Legation that the Sino-American Tariff Treaty of 1928 did not accord 
to the Chinese Government any right to assume jurisdiction over the 
persons or property of American nationals. It strongly dissents, 
therefore, from the contention in the Foreign Office note of March 7, 
1934, “that confiscation and fines are administrative rights of the 
Maritime Customs and have no relation at all to extraterritorial 

rights.” " 
Although certain provisions of treaties between the United States 

and China might seem to constitute a waiver of American jurisdiction 
over American citizens and their property in China, in certain cases 
involving violation of the customs laws, the Department has, at least 
for many years past, insisted that the determination of the alleged 
fact of violation of any of the treaty provisions mentioned is the 
exclusive right of the appropriate American officials, and it has re- 
fused to permit Chinese authorities to fine American citizens or to 
confiscate their property under the treaty provisions in question. 
The Department is accordingly unable to admit the contention of the 
Foreign Office that the Chinese authorities were empowered by the 
treaty provisions mentioned in the Foreign Office note of March 7, 
“to dispose of the property of foreign (American) merchants” with- 
out the intervention of the appropriate American representatives. 
Although the record of the negotiations leading to the adoption of 

the Rules of 1868 indicates some recognition of the alleged right of 
the Chinese authorities to confiscate goods of extraterritorial nationals 
because of customs violations, it apparently was never admitted that 
the Chinese authorities were competent to impose fines on extraterri- 
torial nations for alleged customs violations, and whatever authority 
the Chinese Government may have claimed with respect to confiscation 
of the goods of foreigners was definitely waived by the adoption of 
the Rules of 1868, and no provision of the Sino-American Tariff 
Treaty of 1928 can reasonably be held to affect the status of the Rules 
In any way. 

As of possible assistance to the Legation in any further considera- 
tion of the subject under reference, there is transmitted herewith a 
summary of treaty provisions which appear to warrant examination 
in connection with the question of the establishment and present status 
of the Rules of 1868, together with a brief discussion of the negotiations
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leading to the adoption of the Rules, including pertinent excerpts from 
official correspondence on the subject.® 

The Department would be glad to learn the attitude of other inter- 
ested governments in regard to the Chinese Government’s disregard 
of the Rules of 1868, and whether other foreign nationals have been 
adversely affected by that action. 

An extra copy of this instruction and enclosures therewith is en- 
closed for the information of the Counselor of Legation at Nanking. 

Very truly yours, Wii11aM PHILLiprs 

[Enclosure] 

Summary of treaty provisions: Rules of 1868 Adopted by Agreement 
Between the Chinese Government and Representatives of Foreign 
Powers Providing for Joint Investigation by Chinese Authorities 
and Foreign Representatives in Cases of Confiscation and Fines in 
Customs Matters 

The provisions of treaties between the United States and China 
which are summarized hereinafter would appear to be of interest in 

connection with the question of the adoption and present status of 
the Rules of 1868. 

The Chinese authorities apparently interpreted some of these treaty 
provisions and similar provisions in treaties with other governments 
as authorizing them independently to fine foreign nationals and to 
confiscate their goods in cases of alleged customs violations. This 
interpretation was contested by interested foreigners and resulted in © 
frequent disputes between foreigners and Chinese authorities. Dis- 
cussions between representatives of the foreign powers and the Chinese 
Government were undertaken with a view to reaching a mutually 
satisfactory agreement and these discussions finally resulted in the 
adoption of the Rules of 1868, which were, in effect, a compromise 
of conflicting views. 

The Sino-American treaties of 1844 and 1858 imposed upon Ameri- 
can nationals with respect to trade certain obligations and restrictions, 
as follows: 

1. American nationals were not permitted to sell, purchase and ex- 
port merchandise, the importation or exportation of which was pro- 
hibited by treaty (Article V of the 1844 treaty) or by Chinese law 
(Article XV of the 1858 treaty). 

“ Correspondence consisted of despatches from the Legation in China, dated 
June 18, 1864, and July 2, 1868, together with certain enclosures, Foreign Relations, 
1864, pt. 3, p. 426 ; ibid., 1868, pt. I, p. 521. . 
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2. American nationals were required to pay import and export 
tariff duties (Article II of the 1844 treaty and Article XV of the 
1858 treaty). 

3. American nationals were required to pay tonnage dues (Article 
VI of the 1844 treaty and Article XVI of the 1858 treaty). 

4. American nationals were not permitted to repair to public marts 
for the purpose of disposing of goods unlawfully and in fraud of 
revenue (Article XVII of the 1844 treaty and Article XII of the 
1858 treaty). 

5. American nationals engaged in clandestine trade or in the opium 
or other contraband traffic were to be dealt with by the Chinese 
authorities without protection of the American Government (Article 
XXXITI of the 1844 treaty and Article XIV of the 1858 treaty). 

6. American vessels engaged in clandestine and fraudulent trade 
were subject to confiscation, together with their cargo (Article ILI 
of the 1844 treaty and Article XIV of the 1858 treaty). 

7. American goods discharged without customs permit were subject 
to forfeiture and the supercargo, master or consignee were to incur 
a fine of $500 (Article X of the 1844 treaty and Article XIX of 
the 1858 treaty). 

8. American goods transshipped without customs permit were sub- 
ject to forfeiture (Article XIV of the 1844 treaty and Article X XI 
of the 1858 treaty). 

9, American vessels transporting in time of war officers, soldiers 
or cargo of an enemy to China were subject to confiscation (Article 
XXII of the 1844 treaty and Article X XVI of the 1858 treaty). 

In subsequent treaties other pertinent provisions of similar character 
were added, as follows: 

1. American vessels were prohibited from importing opium into 
China or transporting it from one Chinese port to another (Article II 
of the 1880 treaty *). 

9. American nationals were prohibited, with certain exceptions, 
from importing morphine or instruments for its injection (Article 
XVI of the 1908 treaty *). : 

3. Chinese subjects and American citizens engaged in opium traffic 
were to be dealt with in accordance with appropriate legislation on 
the part of China and the United States (Article IT of the 1880 
treaty). 

Tn addition to the aforementioned obligations and restrictions, there 

are certain provisions of the earlier treaties which have a bearing 

on the question of what authorities had jurisdiction in cases of failure 

to observe these obligations and restrictions, as follows: 

1. Merchant vessels at the treaty ports were to be entirely under 
the jurisdiction of the American authorities (Article X XVI of the 
1844 treaty). 

® Signed at Peking, November 17, 1880, Malloy, Treaties, 1776-1909, vol. 1, 

° oSiened at Shanghai, October 8, 1903, Foreign Relations, 1903, p. 91.
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2. Merchants, seamen and other citizens of the United States were 
to be under the superintendence of the appropriate officers of their 
Government (Article X XIX of the 1844 treaty and Article XVIII 
of the 1858 treaty). : 

3. The regulation of such privileges and immunities in respect of 
trade and navigation as are not provided for in the treaties were not 
relinquished by China although the regulation of such must be ex- 
ercised in a manner or spirit not incompatible with treaty stipulations 
(Article IT of the Additional Articles of 1868 *). 

In connection with the above, it is interesting to note certain ob- 
servations of Minister Burlingame, as contained in an instruction to 
Consul General Seward at Shanghai, under date June 15, 1864 (copy 
of entire despatch attached as of possible interest ®), as follows: | 

“That the Chinese Government having, by treaty yielded jurisdic- 
tion over the persons of our citizens, so that it cannot punish them even 
by fine, it is obligatory upon us to punish them for infractions of the 
treaty and regulations. ... 

“The Chinese Government cannot be compelled to plead in the 
consular courts at the suit of any one; hence controversies between 
the consulates and the customs, if they cannot be arranged, become 
diplomatic questions to be referred to Peking. .. . 

“The Chinese Government may confiscate goods landed in breach 
of port regulations; but only those in respect to which the infringe- 
ment of the regulation was committed ;—that is to say, those landed 
and not those still on board. .. . 

“In cases of fine, where the words ‘not exceeding’ are attached to 
the penalty, the consul may fix a smaller sum; but where the sum is 
fixed there is no option, and the consul upon proof must inflict the fine; 
and dll efforts to mitigate such fine must proceed upon equitable 
grounds, and not as matter of legal right... . 

“If the Chinese authorities confiscate without sufficient proof of 
breach of regulations, then the aggrieved party may, through the 
consul, appeal against such action to the minister at Peking, whose 
duty it will be to reclaim against the Chinese Government; but in no 
case is the citizen, or the consul for him, to take the law into his own 
hands. This would relieve the Chinese Government from that re- 
sponsibility which should attach to it, and render all friendly relations 
impossible. ... 

“To secure an honest application of the confiscation power, I have, 
in conjunction with my colleagues, urged the establishment of a joint 
tribunal or mixed commission to sit in confiscation cases. ‘The Chinese 
authorities have yielded this in principle, leaving the details to be 
arranged by the consuls and local authorities, first at Shanghai pro- 
visionally, and afterwards at the other treaty ports if found to work 
well. This will satisfy both sides and facilitate settlements at the 
ports; or if the cases shall come to Peking by classification and ar- 
rangement of the evidence make decisions practicable. . . .” 

pened at Washington, July 28, 1868, Malloy, Treaties, 1776-1909, vol. 1, 

Ps Foreign Relations, 1864, pt. 3, p. 426.
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The rules for joint investigation in such cases were first agreed to 
in principle between China and the representatives of the foreign 
powers about June 1864, as evidenced by despatch No. 82, under 
date June 6, 1864, from Minister Burlingame (copy attached °). In 
1868, these rules were finally agreed upon and put into effect at all the 
treaty ports. Chargé S. Wells Williams communicated pertinent in- 
formation in regard thereto to the Department in his despatch No. 17, 
under date July 2, 1868, and enclosures (copies attached). In con- 
nection with that despatch and its enclosures, it is important to note 
certain excerpts (underlining by the Department ”) as follows: 

“T have the honor to forward to you the eight rules agreed on be- 
| tween Prince Kung and the foreign ministers for the conduct of the 

joint tribunal in cases of confiscation and fines for breach of revenue 
laws...” (First paragraph of despatch No. 17). 

“These eight rules are the result of several years’ efforts to adjust 
the workings of a very difficult part of our international obligations 
with due regard to the entire independence of each party. The ex- 
perience of three years at Shanghai had shown the Chinese authori- 
ties how advantageously the three Rules . . . relating to confiscation 
had worked, and they were thus prepared with more confidence to add 
similar ones relating to fines and disputed duties... .° (Second 
paragraph of despatch No. 17). 

“ . .. These rules, for example, contain principles whose equitable 
adjustment would have baffled them (the Chinese) completely, even if 
they had been disposed to adopt them; but guided by experience 
acquired elsewhere, the rights of each nation have been easily 
guarded, and the Chinese themselves admit that no infringement of 
their rights has been urged upon them...” (Fifth paragraph of 
despatch No. 17). 

Mr. Williams in the seventh [fourth] paragraph of his note of 
February 17, 1868," to Prince Kung stated : 

“ ,.. It must constantly be borne in mind that the power to levy 
fines upon American citizens belongs alone to the United States’ Con- 
suls; and that when the case has been tried, and the money paid to him, 
he then will pay it to the Collector of the Customs.” 

In communicating the final draft of the Rules to Mr. Williams, 
Prince Kung in the last paragraph of his note of May 29, 1868,” stated 
as follows: 

‘Exact copies of these eight Rules thus amended are now, therefore, 
sent to the Foreign Ministers in Peking; and orders have likewise been 
transmitted to the two Superintendents of Trade for the northern and 
southern ports, and to the Inspector-General of Customs, enjoining 

” Foreign Relations, 1864, pt. 3, p. 425. 
™ Toid., 1868, pt. I, p. 521. 
@ The underlined portions are printed in italics. 
Foreign Relations, 1868, pt. I, p. 524. 

* Toid., p. 525.
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their observance of them. With the enclosed copy now sent to your 
Excellency, J have to request that you will direct them to be observed 
by the various consuls of the United States in China.” 

In his instruction of June 8, 1868, communicating the text of the 
Rules to the American Consuls in China, Mr. Williams in the fourth 
[third] paragraph of that instruction stated views which the foreign 
ministers entertained at that time, namely, that the Chinese authorities 
had under the treaties been given the right to confiscate while the right 
to fine had been retained by the foreign authorities, as follows: 

“Growing out of this is the indication of the equality of the native 
and foreign authorities when brought together on the same tribunal. 
It has been arranged by requiring that cases of confiscation ( the power 
of doing which has been by treaty yielded to the Chinese) shall be in- 
vestigated and decided at the customhouse; while cases of fining an 
American citizen for breaches of revenue laws shall be tried at the 
Consulate—in both cases the officers of both nationalities sitting to- 
gether on the bench.” 

The foregoing establishes that the Rules of 1868 were agreed upon 
between the foreign ministers and representatives of the Chinese 
Government and they cannot therefore properly be abrogated or 
amended except by consent of the interested governments. In the 
opinion of the Department, therefore, the Rules continue in force and 
it cannot admit the contention of the Chinese Government that they 
were terminated or affected in any way by the Sino-American Tariff 
Treaty of 1928. 

RESERVATION OF AMERICAN RIGHTS IN PROPOSED CHANGES FOR 

CONTROL OF PILOTAGE AT SHANGHAI 

893.825 /18 

The Minister in China (Johnson) to the Secretary of State 

No. 1082 Perrine, July 8, 1931. 
[Received August 21. ] 

Sir: Referring to despatch No. 6937 of June 24, 1931, from the 
Consul General at Shanghai to this Legation, copies of which were 
forwarded direct to the Department,” transmitting a copy, in trans- 
lation, of the regulations recently promulgated governing the ex- 

amination of pilots,” and the Legation’s telegram No. 390 of July 5, 
6 p. m.,” quoting a Reuter despatch of July 4th to the effect that the 
Minister of the Navy has stated that, with the beginning of the new 
year, only Chinese pilots will be allowed on vessels in Chinese terri- 

” Not printed.
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torial waters, I have the honor to enclose a copy of Consul General Cun- 
ningham’s * despatch No. 6948 of July 3, 1931,” informing the Lega- 
tion that the Inspectorate General of Customs is prepared immediately 

| to take over the control of the Shanghai Licensed Pilots’ Association. 
The Department will observe that Mr. Cunningham reports that 

American shipping interests at Shanghai are divided on the question 
of Government control of pilotage at Shanghai, the most important 
American shipping firm being of the opinion that such control will 
result in the compulsory pilotage of all vessels entering Shanghai, and, 
possibly, in higher pilotage fees. 

In view of Article II of the new Regulations referred to above, 
which requires that only citizens of the Republic of China may present 
themselves for examination as pilots, and in view of the declaration 
of the Minister of the Navy that only Chinese pilots may be permitted 
to function in this country, the Legation is of the opinion that the 
Chinese Government seriously contemplates eliminating foreign 
pilots from Chinese waters, and, accordingly, has the honor to request 
the Department’s instructions as to the attitude the Legation and the 
Consul General at Shanghai should assume should an attempt be made 
to take over the Pilots’ Association by the Chinese Maritime Customs. 

Respectfully yours, For the Minister: 
C. Van H. Encerr 

First Secretary of Legation 

893.825/18 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, September 29, 1931—noon. 

352. Legation’s despatch No. 1082, July 8. 
1. In view of treaty agreements and, in particular, of the existing 

arrangements regarding control of pilotage at Shanghai as provided 
in Annex 17 of the Protocol of 1901* and subsequent agreements 
in regard to Conservancy of Whangpoo River," the Department is 
of the opinion that the present system of control of the Shanghai 
pilot service may not legally be changed without the consent of the 

interested Powers. 
9. The practical aspects of the question can best be studied at 

Shanghai, and the Department desires to have the Consul General’s 

*® Hdwin S. Cunningham, who was also Senior Consul at Shanghai. 
® Not printed. 
© Foreign Relations, 1901, Appendix (Affairs in China), pp. 312, 333. 
Kor text of agreement of September 27, 1905, see ibid., 1905, p. 122; for text 

oor of April 9, 1912, see MacMurray, Treaties, 1894-1919, vol. 1,
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recommendations, accompanied by such comment as the Legation may 

be in a position to make, as to the attitude to be adopted in the event 

the Chinese should attempt unilaterally to put the new regulations 

into effect. 
3. In view of the relative importance of other foreign shipping 

interests at Shanghai, it is suggested that the Legation and the Con- 

sulate General ascertain the views of the other principally interested 
foreign representatives as to the attitude to be taken in such a 
contingency. 

STrmson 

893.825/19 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrerne, October 15, 1931—11 a. m. 
[Received October 15—5: 20 a. m. | 

776. Department’s 352, September 29, noon. The Consulate Gen- 
eral at Shanghai replies as follows: 

“October 14,1 p.m. It would be appreciated and of considerable 
assistance to have Department’s views now with specific citations in 
regard to paragraph 1 since it is learned from informal conversa- 
tion that there is by no means unanimity of opinion among my col- 
leagues regarding the applicability of annex 17 of Protocol of 1901 
and subsequent agreements in regard to Whangpoo Conservancy. 

Second paragraph instruction is being studied jointly with ship- 
ping concerns and when concluded will be combined with paragraph 
3 of instruction and report submitted.” 

For the Minister: 
ENGERT 

893.825/19 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

Wasuineton, November 2, 1981—noon. 

403. Your 776, October 15, 11 a. m., in regard to regulations govern- 
ing pilots at Shanghai. With regard to specific treaty citations see: _ 

1. Sino-American Treaties of 1844," Article 8 and of 1858,% 
Article 17; 

2, Sino-British Treaty of 1858,** Article 35; 
8. Sino-Italian Treaty of 1866,® Article 34 (a new treaty has now 

been concluded between Italy and China,** but this provision is perti- 

* Miller, Treaties, vol. 4, p. 559. 
® Tbid., vol. 7, p. 793. 
* British and Foreign State Papers, vol. XLVIIt, p. 47. 
8 Tbid., vol. LX, p. 144. 
*§ Signed at Nanking, November 27, 1928, League of Nations Treaty Series, vol. 

XCIII, p. 173.
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nent as it describes the method by which pilotage dues and questions - 
have been determined in China) ; 

4. The Sino-French Treaties of 1844,°7 Article 11, and of 1858,® 
Article 15; 

5. The Boxer Protocol of 1901, Annex 17, Articles 1, 4 and 22; 
6. The Whangpoo Conservancy Agreement of 1905, Article 1. 

(Although the Whangpoo Conservancy Agreement of 1912 does not 
make specific mention of the appointment and supervision of pilots, _ 
it would appear that the provisions of the Boxer Protocol and the 
Whangpoo Conservancy Agreement of 1905 were continued and are 
still in effect.) : 

CASTLE 

, 893.825/20 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Pererne, November 25, 1931—9 p. m. 
. [Received November 25—4: 53 p. m.®] 

1006. Department’s 403, November 2, noon. Following from Amer- 

ican Consul General at Shanghai. 

“T1.] November 24,2 p.m. Referring to the Legation’s telegram 
November 8, 5 p. m., regarding pilotage. The special report of 
investigation into the conditions of the Shanghai pilotage service has 
been completed and was delivered to the Pilotage Board on October 
23rd. To give an opportunity to study the report the meeting was 
adjourned until November 10th. Upon reassembling, instead of con- 
sidering the report, a new proposal emanating from the pilots was 
made which received the endorsement of the shipping committee, the 
harbor master and the pilots. In substance the proposal was that the 
existing tariff should continue arrangement for the compulsory pilot- 
age between Woosung and Shanghai of all vessels of 450 feet. The 
consular body’s representative stated that he was not authorized to 
approve this new proposal. The Pilotage Board being unable to reach 
a unanimous decision the question is to be referred to the pilotage 
authority on December 1. 

9. The shipping committee of the local Chamber of Commerce 
which considered compulsory pilotage decided by a majority vote 
to support the pilots’ request. 

The Dollar Steamship Company which paid slightly over 10 per- 
cent of the total pilotage fees for the year ending June 30, 1931 was 
not at this meeting. This American company realizes that compulsory 
pilotage and also the complete taking over of the pilotage by the 
Customs are only a matter of time, but it desires to defer them as 
long as possible. 

8. To introduce compulsory pilotage will require, in my opinion, 
amendment of the harbor regulations which cannot become a fazt 

" British and Foreign State Papers, vol. xxxIv, p. 1298. 
® Tbid., vol. LI, p. 636. 
” Telegram in three sections.
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accompli without the concurrence of the powers concerned nor can 
compulsory pilotage be enforced except by mutual consent. It is 
true that it might become expedient to comply with the request for 
compulsory pilotage because the Chinese are past masters in finding 
devious ways to enforce any regulations they may have. 

4, From informal conversations it is learned that consular repre- 
sentatives of the powers principally concerned are by no means 
unanimous in the opinion that the pilotage cannot be taken over by 
the customs “legally” without the consent of the powers concerned. 
The British Consul General is not averse to the immediate taking 
over by the customs of the pilotage. As a matter of interest it may 
be stated that the pilotage association is composed of 20 British, 2 
Danes, 5 Frenchmen, 4 Japanese, 3 Americans, and 1 each of Dutch, 
German, Norwegian and Chinese nationalities. 

5. I should deeply regret the abandonment of legal rights without 
mutual agreement and venture to express the hope that legal rights 
will be insisted upon. My own views are that Shanghai as a port 
is not peculiar in any particular from other large ports of the world 
when pilotage is being considered. Other ports I believe find com- 
pulsory pilotage for the best interest of shipping and therefore one 
must necessarily conclude that this would be true in Shanghai. I 
do not see any well-founded reason why pilotage should not be placed 
under the Customs at a very early date provided a guarantee may 
be secured from the National Government that tariffs will not be 
changed without the consent of the powers concerned and provided 
further that adequate and efficient pilots will be procured. 

6. The Legation’s instructions as to the attitude I should take at 
the meeting on December 1 will be greatly appreciated.” 

For the Minister: | 
EWNGERT 

893.825/20 : Telegram | 

The Secretary of State to the Minister in China (Johnson) 

WasHINcTON, November 28, 1931—2 p. m. 

441. Your No. 1006, November 25, 9 p. m. in regard to pilotage at 
Shanghai. 

1. Unless the Legation perceives some objection the Consul General 
at Shanghai should, at the meeting scheduled for December 1, be 
guided by the views of the Department outlined in the next paragraph. 

2. The Department is still of the opinion that the present system of 
control of the Shanghai pilotage service may not legally be changed 
without the consent of the interested powers. As it appears, however, 
that representatives of other powers, particularly the British, more 
interested in this question than is the American Government, are will- 
ing to allow the Chinese authorities to take over the control of the 
pilotage service without an agreement, the Department does not desire 
that the Consul General stand out against the representatives of those
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powers whose interests are much greater than ours. He should state 
that, while the American Government makes a reservation in regard to 
the rights of American nationals under the existing system, it wili 
interpose no objection to the proposed changes as long as no attempt 
is made to impose discriminatory or unreasonable measures. The 
Consul General should, however, cooperate with the representatives 
of the other interested powers in attempting to obtain as many safe- 
guards as may be desirable and possible. 

STIMSON 

893.825/21 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prre1na, December 8, 1931—4 a. m. 
[ Received 7:08 a. m. | 

1058. Department’s 441, November 28, 2 p. m. 
1. Following from the Consul General at Shanghai: 

“T(1)] December 5, noon. In order that any misapprehension the 
Department may have in regard to the importance of American ship- 
ping at Shanghai may be corrected, the following statement by nation- 
ality of ships piloted during the first 6 months of 1931 is given: British 
590, Japanese 393, American 362, out of a total of 1905 vessels. 

(2) The Japanese Consul General has intimated that he will resist 
compulsory pilotage as he feels that the safety of the port does not 
require it. Increased revenue for the pilots now may be obtained 
by revising present tariff schedules as recommended by official of 
Chinese Customs after recent investigation. 

(3) Compulsory pilotage of vessels over 450 feet is intended by 
British Pilots’ Association, the British harbor master and British 
shipping through General Chamber of Commerce to be discriminatory 
against American vessels. I shall probably propose at the consular 
body meeting on the 8th and the [pilotage?| authority on the 15th 
that if compulsory pilotage is desirable it should apply to all ocean- 
going vessels. It will be my hope to make apparent the attempted 
discrimination.” 

2. Legation agrees with Cunningham that if compulsory pilotage 
is desirable it should be made applicable to all ocean-going shipping 
which would include Japanese and British coast-wise vessels. Other- 
wise discrimination would be against American ships which are largely 
trans-Pacific liners. Legation is informing Cunningham that Depart- 
ment’s telegram above mentioned would appear to give him ample 
authority to take the position which he has in mind at the meeting 
scheduled for December 15th. 

| For the Minister: 

PERKINS
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893.825/22 : Telegram 

The Consul General at Shanghai (Cunningham) to the Secretary 
of State 

Suanonar, December 11, 1931—5 p. m. 
[Received December 11—9: 20 a. m.] 

I am informed by Japanese colleague compulsory pilotage not in 
existence in Japan. Possibly an error made in paragraph 5 of my 
November 24, 2 p. m.,° therefore request that I be informed at earliest 
possible date whether compulsory pilotage exists by law in principal 
United States ports for merchant vessels. 

Repeated to the Legation. 

CuNNINGHAM : 

893.825/22 : Telegram 

The Secretary of State to the Consul General at Shanghai 
(Cunningham) 

Wasuineron, December 14, 1931—1 p. m. 

Your December 11,5 p.m. Congress has left to the several States 
the general power to regulate pilotage. See revised statutes Sec- 
tion 4235. 

Under respective State laws pilotage required in principal United 
States ports for all vessels engaged in foreign trade. 

STIMson 

893.825 /38 

The Secretary of State to the Minister in China (Johnson) 

No. 1838 Wasuineron, April 10, 1934. 

Sir: Reference is made to the Legation’s despatches No. 2530 of 
February 8, 1934, and No. 2531 of February 12, 1934," in regard to 
the efforts of the Chinese Government to establish a new pilotage au- 
thority in China. 

After further study of this question in the light of the information 
contained in your despatches under reference, the Department finds 
that its previous instructions, telegrams Nos. 352, September 29, 1931, 
noon, 403, November 2, 1931, noon, and 441, November 28, 1931, 2 

p. m. are substantially in accord with the instructions which the 
British Foreign Office has given the British Minister. It would ap- 

” See telegram No. 1006, November 25, 1931, from the Minister in China, p. 594. 
* Neither printed.
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pear, therefore, that the American and British Ministers are in posi- 
tion to coordinate their representations to the Chinese authorities in 
regard to this matter if and when it is decided that further representa- 
tions should be made. In this connection the Department concurs in 
the view of the British Legation that, before further representations 
are made, the Chinese authorities be accorded every opportunity either 
to drop the matter or to modify their attitude on their own initiative. 

With regard to the data desired by the Legation (referred to in the 
last paragraph of its despatch No. 2530 of February 8, 1934) for use 
as the basis of a reply to a statement of the Ministry of the Navy 
to the effect that the General Pilotage Regulations of 1868 are not in 

| the nature of an agreement, as they were promulgated by Mandate of 

the Chinese Government, and that, therefore, there is no need for 
awaiting the approval of any other party, a search of the Depart- 
ment’s files reveals substantially the same information as that fur- 
nished by the British Legation at Peiping, as quoted in the last 
paragraph of the Legation’s despatch No. 2531 of February 12, 1934. 

In the above connection, there are enclosed copies * of two despatches 
to the Department from the American Minister, J. Ross Browne, one 
dated November 18, 1868 and the other January 29, 1869, together 
with copies of the enclosures therewith except the text of the Gen- 

eral Pilotage Regulations of 1868, which is the same as that printed 
on pages 658-662 of Volume 2 of “Hertslet’s China Treaties”. You 
will note that Prince Kung in his note of October 31, 1868, to the 
American Minister, quoted the Inspector General of Customs as 
follows: 

“I now inclose a copy of the ten revised rules, made out in accord- 
ance with the directions sent to me; and have to request that they 
may be made known to the Foreign Ministers in Peking for their exam- 
ination and subsequent promulgation. They are to be regarded, in 
this revised form, as experimental, and can be published in that 
sense.” 

In concluding his note, Prince Kung stated as follows: 

“In accordance with this request, I have now the honor to inclose 
a copy of the ten revised regulations for the examination of your Ex- 
cellency. If experience should prove some of their provisions not 
to be practicable, they can be discussed and amended at a future day; 
but at present it will be agreeable to regard the whole set as experi- . 
mental, deserving of a fair trial.” 

In acknowledging Prince Kung’s note, Minister Browne under date 
November 9, 1868, stated as follows: 

” Not printed.
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“. 23 yet this revised set, prepared under the direction of Mr. 
Hart * seems to be so well fitted for the purpose that I have given direc- 
tions to the United States’ consuls at the several ports to carry them 
in operation. If they are found to require any alteration after a 
year’s trial, it can be done upon mutual consultation.” 

In view of the above exchange of notes and in view of the specific 
treaty citations given in the Department’s telegram No. 403 of No- - 
vember 2, 1931, noon, the Department is of the opinion that the Gen- 

eral Pilotage Regulations of 1868 cannot be revised by the Chinese 
Government without the consent of the powers still possessing extra- 
territorial rights in China. . 

Very truly yours, For the Secretary of State: 
WituiamM Pritts 

893.825/438 

The American Minister in China (Johnson) to the Chinese Acting 
Minster for Foreign Affairs (Wang Ching-wei)® 

No. 745 Prrprne, April 79, 19384. 

Exce.Lency: I understand that the Chinese Government contem- 
plates the establishment of new pilotage regulations which are in- 
tended to supersede the existing General Pilotage Regulations of 
1868 which were introduced by the Chinese Government, after con- 
sultation with and with the concurrence of the interested foreign gov- 
ernments, for the purpose of establishing a satisfactory procedure for 
implementing the various treaty provisions in respect to pilotage. 
Since the Regulations were first promulgated, representatives of the 
several foreign governments concerned have been consulted and their 
approval has been sought by the Chinese authorities on those oc- 
casions when it has been found desirable that rules concerning pilot- 
age at the several ports should be amended. The bilateral nature of 
these Regulations is clearly established and this Legation is accord- 
ingly unable to acquiesce in the unilateral abrogation or modification 
of these Regulations by the Chinese Government. However, in view 
of the belief of your Government that the present pilotage system is 
not a satisfactory one and that a change therein is desirable, I am en- 
tirely willing to give careful and sympathetic consideration to any 
reasonable proposals which you may care to make in regard to changes 
in the Regulations, provided that such changes insure, first, the con- 

* Omission indicated in the original. 
“4 Robert Hart, British Inspector General of the Chinese Customs Adminis- 

oe Coby transmitted to the Department by the Minister in China in his despatch 
No. 2674, April 21, 1934; received May 19.
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tinued employment of an adequate number of experienced and fully 
qualified pilots at all ports in China, and, second, the adequate safe- 
guarding of the rights and interests, financial and otherwise, of any 
pilots’ associations whose interests would be affected by a modification 
of the long-established procedure. 

I am of the considered belief that these two objectives can best be 
. ' attained if control of the Pilotage Service is placed in the experienced 

hands of the Chinese Maritime Customs, and I venture to suggest that 
the Customs be instructed to discuss the question with the Chinese and 
foreign shipping interests at Shanghai and elsewhere, and, in con- 
sultation with them, to prepare a scheme which will insure the ful- 
filment of the two provisions mentioned above, namely, the continua- 
tion of an adequate and efficient pilotage service at the several ports, 
and the protection of the interests, financial and otherwise, of the 
pilots now employed. Any scheme evolved as a result of such consul- 
tation should then, in accordance with the established procedure, be 
referred by your Government to the several interested Legations for 
their approval. 

In this matter, I shall be pleased to cooperate with Your Excellency 
In every way consonant with American interests, but since I am not 
in a position to recognize as applicable to American citizens any regu- 
lations which have not been approved by my Government, and since, 
at the present time, the Harbor Master at Shanghai is declining to act 
under the approved regulations in respect to the examination of ap- 
prentice pilots, one of them an American citizen, I request that you 
will cause immediate instructions to be issued to the Customs to con- 
tinue to handle all pilotage matters in accordance with established 

: procedure until such time as any alteration in that procedure is ap- 
proved by my Government. 

I avail myself [etc. | NELSON TRUSLER JOHNSON 

893.825/44 

The Minister in China (Johnson) to the Secretary of State 

No. 2702 Prrpine, May 3, 1984. 
[Received June 4. | 

Subject: Efforts of the Chinese Government to Establish New Pilot- 
age Authority in China; Examination of C. F. Erbe as Pilot 

Sir: With reference to the legation’s despatch No. 2674 of April 21, 
1934,” in regard to the above subject, I have the honor to enclose for 
the Department’s information a copy of despatch No. 7902 of April 
18, 1934, from the American Consul General at Shanghai to the Lega- 
tion, transmitting copy of the translation of a letter addressed to the 

* See footnote 95, p. 599.
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Senior Consul at Shanghai by the Mayor of that city under date of 
April 10, 1934.°° This letter quotes a lengthy communication received 
by the Mayor from the Ministry of Navy, which appears to have 
devised the whole scheme with a view to acquiring control of pilotage 
and other shipping matters to the exclusion of the Chinese Maritime 
Customs. In this communication the Ministry named seeks to estab- 
lish the right of the Chinese Government unilaterally to abrogate 
or alter the General Pilotage Regulations which have long been 
enforced with the approval of the interested foreign Powers. 

It is to be noted that this further effort of the Ministry of the Navy 
to negotiate this matter through the unusual medium of the Mayor of 

Shanghai and the Consular Body in that city has been made while 
the matter is being negotiated by the interested Legations with the 
Ministry of Foreign Affairs in consultation with the Ministry of 
Finance, which is recognized by the Foreign Office as the Chinese 
Government organ controlling the whole matter of pilotage. 

In reference to the second paragraph of the Legation’s despatch 
No. 2674 of April 21, 1934, to the Department, there is enclosed for 
the Department’s information a copy of Counselor Peck’s ® despatch 
No. 283 of April 20, 1934,” reporting the action taken by him in carry- 
ing out the Legation’s telegraphic instruction of April 18, 9 a. m., 
in regard to the examination under the approved rules of Apprentice 
Pilot C. F. Erbe, an American citizen, whom the Chinese authori- 
ties propose to examine for the position of pilot. under the new rules 
unilaterally established by the Government, with resultant protests 
from and non-recognition by the interested foreign Powers. 

Counselor Peck and the American Consul General at Shanghai 
have been supplied with a copy of this despatch for their information 
and guidance. 

Respectfully yours, For the Minister: 
C. E. Gauss 

Counselor of Legation 

893.825/47 : Telegram 

Lhe Minister in China (Johnson) to the Secretary of State 

Perrine, June 21, 1984—11 a. m. 
[Received June 21—5 : 26 a. m.] 

258. Reference Shanghai Senior Consul’s circular No. 170-8-11 on 
May 10, 1934, and Legation’s despatches No. 2702 of May 8rd and 
No. 2770 of June 8th? concerning pilots. As stated therein licenses 

*” Neither printed. 
* Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
* Not printed. 
* Latter despatch not printed.
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of pilots have heretofore been renewed annually on July 1st by the 
Chinese Government through the Commissioner of Customs at 
Shanghai. Consular body there apprehensive that the Chinese high 
authorities, with a view to forcing interested powers to accept new 
pilot regulations may instruct Commissioner of Customs to refuse 
renewal of licenses on July Ist. With a view to avoiding dislocation 
of shipping interests of the port consular body has as precautionary 
measures suggested an emergency measure which may be resorted to 
in the event that Commissioner of Customs refuses renewal of licenses. 
This measure is the renewal of licenses jointly by the Consuls con- 
cerned under their several signatures, under the provisions of article 
15 of the Sino-French Treaty of 1858 and inferentially under article 7 
of the general pilots regulations, paragraph 17. Chinese authorities 
have taken certain steps to meet objections of interested powers to 
new pilotage regulations unilaterally established by the Chinese Gov- 
ernment and they may eventually be altered satisfactorily to meet 
other objections of interested powers. However, owing to imminence 
of time for renewal of licenses of pilots at Shanghai the interested 
heads of Legation (other than German Minister who considers that 
under Germany’s present treaty with China® he cannot join in such 
consular licensing) have deemed it advisable to acquiesce in the pre- 
cautionary plan suggested by the Shanghai consular body and have 
replied to the Senior Consul in part as follows: 

“Should, however, the Commissioner of Customs refuse to renew 
the licenses of the pilots on the 1st of July next or should he offer to 
renew them under unacceptable conditions the interested heads of 
Legation (with the exception of the German Minister) authorize the 
joint renewal of the pilots’ licenses by the Consuls concerned under 
their several signatures”. 

It is hoped that the action taken to meet the emergency described 
meets with the approval of the Department. 

JOHNSON 

893.825/48 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 21, 1934—4 p. m. 
[ Received June 21—10: 40 a. m.] 

260. Reference Legation’s 258, June 21, 11 a. m., following just 
received from American Consul General at Shanghai: 

“June 21,11 a.m. Acting Harbor Master informs me orally he 
~ has been authorized to extend licenses of pilots who are members of 

9° Signed at Peking, May 20, 1921, League of Nations Treaty Series, vol. rx, 
Dp. .
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- Shanghai Pilots Association for 90 days from July 1st, also that he 
will present a draft proposal regarding pilotage to the consular body 
within a short time. He said he had received no instructions regard- 
ing Erbe. Repeated to Nanking.” 

Legation is at once renewing representations at Nanking looking to 
examination without further delay of apprentice pilot Erbe, American 
citizen, whose case was described in the Legation’s despatch No. 2702, 

May 3, 1934, and previous correspondence. 
J OHNSON 

893.825/49 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 23, 1934—noon. 

) [Received June 23—10: 25 a. m. | 

263. Reference the Legation’s 260, June 21,4 p.m. Following from 
Counselor Peck: | 

“June 21, 8 p.m. Representative of the Foreign Office has in- 
formally handed me the Chinese text and an English version of the 
‘Revised Provisional Pilotage Regulations June 1934’. Representa- 
tive stated that this revision was made on the basis of representations 
from the interested powers and it was hoped that it would meet with 
the approval of the Legation. Chinese text and English version mailed 
to the Legation today or tomorrow. Copy by mail to Shanghai.” 

JOHNSON 

893.825/48 : Telegram . 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, June 25, 1984—5 p. m. 

185. Your 258, June 21, 11 a. m. and 260, June 21, 4 p. m. in regard 
to pilotage. The Legation’s action, taken in conjunction with the 
interested heads of Legation (other than the German Minister), in 
acquiescing in the precautionary plan suggested by the Shanghai 
Consular Body has the Department’s approval. 

| Hoy 

893.825/50 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrrrne, June 29, 1934—5 p. m. 
[Received June 29—8:50 a.m.]_ 

279. Reference the Department’s 185, June 25, 5 p. m. Cunning- 
ham reports Erbe successfully took examination for pilot on June 27th 
under special arrangement. Details will be reported by mail. 

| JOHNSON 
748408—50—VOL. I1I——_44 :
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893.825/60 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WASHINGTON, September 18, 1934—8 p. m. 

298. Your despatch No. 2884 of August 3° in regard to pilotage at 
Shanghai. The Department is in substantial accord with the com- 
ments and suggestions of the Legation but does not desire to issue 
more specific instructions at this time. The Minister and the Con- 
sul General at Shanghai, in the light of the Department’s general ap- 
proval of the Legation’s suggestions and in consultation with their 
interested colleagues, should continue to endeavor to work out a sat- 
isfactory arrangement which will provide adequate safeguards for 
the American interests involved and at the same time be acceptable 

to the Chinese authorities. 
Hou 

§93.825/64 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perpe1neG, October 22, 1934—3 p. m. 
[Received October 22—9:15 a. m. | 

480. Department’s 298, September 18, 8 p. m. In conversation 
French Chargé said that from talks with Japanese Minister and in- 
formation from Chinese Government sources he has received the inti- 
mation that the Japanese will not agree to any substantial modifica- 
tion of the present regulations, and that the Chinese, as a result of Jap- 
anese and French representations, will drop the matter of revision. 
He did not disclose French position, but expressed the belief that 
Japanese would establish their own pilotage authority if present pro- 
cedure was substantially modified. | 

. Gauss 

893.825/67 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

| Prine, December 20, 1984—3 p. m. 
[Received 3 p. m.*| 

588. Reference Department’s 298, September 19 [78], 8 p. m., con- 

cerning pilotage regulations. 
1. Informed negotiations principally by the British with the offi- 

ciating Inspector General of Customs have resulted in that official 

° Not printed. | : 
° Telegram in four sections. .
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agreeing to recommend to the National Government revised pilotage 
regulations embodying amendments which had been sought by prin- 
cipally interested powers other than Japan and France. 

2. [Here follows report on amendments to the pilotage regulations. | 
8. British Minister obtained the authorization of his Foreign Office, 

and, after informing this Legation of his contemplated action and 
requesting that we act similarly, he has recently supplied Chinese 
Foreign Office informally with a draft of the regulations in their 

amended form as set forth above and informed Hsu Mo, Vice Minister 
for Foreign Affairs, that the British Government is prepared to ac- 
cept them as applicable to British nationals provided they are com- 
municated to the British Minister officially for approval together with 
assurances (1) that in future the number of British pilots in relation 
to the total number of foreign pilots should be determined by the 
proportion pilotage fees paid by British shipping bears to those paid 
by other foreign shipping, (2) that the regulations will not be en- 
forced until the Chinese have made an effort to obtain their acceptance 
by other interested powers, and that present pilots’ licenses will be 
renewed for a reasonable period to permit obtaining such acceptance; 
(I am informed that this last assurance is desired because the Japanese 
have expressed the belief that they can arrive at agreements with 

Chinese within a few months and requested British not to act pre- 
cipitately[) ] and (8) that a satisfactory arrangement be reached for 
taking over Shanghai Pilots’ Association and pilots’ boat company. 
(Informal negotiations have been going on to this end and the officiat- 
ing Inspector General has agreed to recommend to the Chinese Gov- 
ernment the taking over of these interests and equipment on terms , 

extremely favorable to the pilots). British propose informally ac- 
cepting the regulations to make an appropriate reservation of treaty 
rights concerning penalties and compulsory pilotage. " 

4. While Hsu Mo is reported not to have committed himself there 
is every indication that amended regulations will be acceptable to 
Chinese. French and Japanese are understood still to desire solemn 
formal agreement upon revision and mandatory provisions requiring 
employment of foreign pilots, Japanese demanding that there shall _ 
be no diminution in number of Japanese pilots. 

5. Notwithstanding Japanese and French attitude, the British Lega- 
tion has expressed the willingness to go ahead in this matter and accept 
the amended regulations with the assurances referred to above and 
hope that we will do likewise. They feel that such action on the part 
of the American and British authorities will bring the other interested 
nations into line and possibly also, in view of the favorable terms 
offered to pilots at Shanghai, may induce the French if not also the
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Japanese to accept the regulations. British intimate that they are 
greatly concerned that failure to reach an early agreement may ad- 
versely affect interests of Shanghai British pilots and the pilot com- 
pany both of which are now being offered extremely favorable terms. 

6. In view of the above, and as the regulations would with certain 
reservations and assurances appear to provide adequate safeguards 
for the American interests involved, the Legation recommends that 
it be authorized to instruct the Counselor at Nanking to call upon an 
appropriate official of the Foreign Office and, leaving with him a copy 
of the amended regulations, inform him that we are prepared to ac- 
cept them as applicable to American nationals provided they are com- 
municated to us officially for approval under cover of a note containing 
assurances (1) that all American pilots at present employed whether 
at Shanghai or elsewhere (there are three on the Woosung—Hankow 
run and one at Swatow) will have the option of continuing in service, 
and that satisfactory arrangements will be made for taking over their 
boats and equipment and that in future the number of American pilots 
in relation to the total number of foreign pilots shall be determined by 
the proportion pilotage fees paid by American shipping bears to those 

paid by the shipping of other foreign powers, (2) that the regulations 
will not be enforced until an effort has been made to obtain their 
acceptance by the other interested powers, and (8) that should the 
pilots or shipping of any other nationality be licensed or permitted 
to operate under terms more favorable than those embodied in the 

amended regulations, then American pilots and shipping will be en- 
titled to equal treatment. Peck might also leave with the Foreign 
Office an aide-mémoire embodying these stipulations, and I believe 
that he should say frankly to the Foreign Office that in accepting these 

| regulations the Legation will make an appropriate reservation of 
treaty rights regarding jurisdiction over American nationals and re- 
fusing to recognize any right of the Chinese to enforce compulsory 
pilotage without the consent of the American Government. 

Gauss 

893.825/67 : Telegram 

7 The Secretary of State to the Chargé in China (Gauss) 

WasHinerTon, December 26, 1984—4 p. m. 

3895. Your 588, December 20, 3 p. m. in regard to pilotage regula- 
tions. The Department concurs in the recommendations contained in 
paragraph 6 of the above-mentioned telegram and authorizes the 

| Legation to take action accordingly. The procedure suggested in the 
last sentence of your telegram is approved. 

, : Huy.
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AMERICAN INTEREST IN PROBLEMS AFFECTING THE INTERNATIONAL 

SETTLEMENT AT SHANGHAI’ 

893.1028/13813 : Telegram 

— The Minister in China (Johnson) to the Secretary of State 

Prreine, March 17, 1934—noon. : 
[Received 9:30 p. m.] 

125. Reference Cunningham’s despatch No. 9325, February 8, 1934, 
Cunningham now reports that as the result of negotiations between 
Japanese Consul General and the Chinese authorities at Shanghai 
the latter have forwarded to Nanking with recommendation for 
favorable consideration a proposal that extra-Settlement Roads police 
force shall have a Chinese Commissioner, one British Deputy Com- 

missioner, one Japanese Assistant Commissioner and one Chinese 
Assistant Commissioner. British Consul General has supported such 
proposal and Secretary General Shanghai Municipal Council has ex- 

pressed belief that proposal will be satisfactory to Council. Cunning- 
ham in conversation with Japanese Consul General expressed personal 
opinion that proposal would be satisfactory from American point of 
view and requests Legation’s confirmation. He adds, “while in prin- 
ciple I am opposed to any understanding either oral or written which 
seems to discriminate against the employment of Americans yet in 
consideration of all the circumstances it would seem very unwise to . 
oppose this proposal provided it receives the sanction of the Chinese 
Government.” 

9. I consider that proposal is as acceptable a one as is obtainable 
in this difficult and long-standing problem and am of the opinion that 
we should take a passive attitude, that is, accept the arrangement 
generally and in the event that the proposal is accepted by Nanking 
authorities but refrain from actively supporting the proposal for the 
reason that it seeks to fix the nationality of the foreign police officers 
rather than to provide for selection of them on the basis of availability 
and efficiency and the requirements of the positions (which would 
naturally take into consideration the preponderant Japanese or other 
foreign national interests in certain areas). 

8. Cunningham in interview with Japanese Consul General on 
March 8 took the opportunity again to express the hope that American 
public utilities would have support of Japanese Consul General “in 
adjusting arrangements on the extra-Settlement Roads area.” Jap- 
anese Consul General replied that he would support any proposition 

* Continued from Foreign Relations, 19338, vol. 111, pp. 610-616. 
®Not printed. Edwin 8S. Cunningham was Consul General and Senior Consul 

~ at Shanghai.
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made by American Consul General provided that the Japanese con- 
sumer is placed on an equal basis with other consumer[s| and without 
any discrimination against him. 

J OHNSON 

| 893.1028/1813: Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasuineTon, March 21, 1934—5 p. m. 

71. Your 125, March 17, noon, paragraph 2. 
1. Department approves your view in regard to what our atti- 

tude should be and authorizes you to instruct Shanghai accordingly. 
2. Whatever agreement with regard to the problem of the extra- 

Settlement roads at Shanghai may be in contemplation, the Depart- 
ment desires that the Legation and the Consulate General at Shanghai 
do not lose sight of the fact that the Department has on several oc- 
casions (see Department’s 359, October 31, 1932, noon,® last para- 
graph, Department’s 104, April 1, 1933, 11 a. m.,!° and Department’s 

353, October 26, 1933, 5 p. m.,") stated that, in so far as we are 
concerned, the agreement should be a strictly local agreement which 
does not require the signatures of representatives of the American 
Government. If therefore it should appear that the Japanese and/or 
any other foreign authority represented at Shanghai are seeking to 
have the agreement approved in writing by the diplomatic and con- 
sular representatives in China of the interested powers, the Depart- 
ment desires that the Minister and the Consul General vigorously 
endeavor to dissuade the sponsors of that proposal from such a 
course of action. 

Huby 

898.1028/1822 | 

The Consul General at Shanghai (Cunningham) to the Minister m 
China (Johnson) * 

No. 7933 SHaneual, May 10, 1984. 

Sim: I have the honor to acknowledge the receipt of the Legation’s 
instruction of April 26, 1934, transmitting a copy of its despatch No. 

| 2681 of the same date to the Department regarding extra-Settlement 

° Foreign Relations, 1982, vol. tv, p. 649. 
* Toid., 1933, vol. 111, p. 610. 
™ See ibid., p. 613, footnote 49. 
* Copy transmitted to the Department by the Minister in China in his despatch 

No. 2724, May 15, 1934; received June 18. 
* Neither printed.
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roads. The Legation requests my comment in regard to certain items 
in the Japanese Consul General’s proposal, with particular reference 
to the attitude of the British Consul General and the Shanghai 
Municipal Council thereanent. 

In reply I have to state that the British Consul General has stated 
to me that he informed the Japanese Consul General that he could 
not accept on behalf of British interests the paragraph under Article 
1 (6), reading as follows: | 

“The Deputy Commissioner and the Assistant Commissioner shall 
be foreigners whose nationals constitute the largest in number of 
foreign residents of different nationalities residing in the Extra Settle- 
ment Roads or whose nationals’ property constitutes the largest in 
value of foreign properties of different nationalities existing in the 
said Roads.” . 

Sir John “ said that he told Mr. Ishii * there were other factors in 
the situation which should be considered in addition to the number of 
residents and amount of property interests. For example, the police 
force of the International Settlement is predominantly British and he 
believed that was also a reason for having a British subject as the 
senior foreign officer of the extra-Settlement Roads force. He said 
he had submitted to the Japanese Consul General a revision of Article 
1 which the latter had taken with him to Tokyo but that he had not 
yet had a talk with Mr. Ishii since the latter returned about the be- 
ginning of May, and he did not know what instructions Mr. Ishii had 
received while in Japan. 

With reference to the statement in Note 1, that in carrying out his 
duties the Deputy Commissioner is to consult with the foreign As- 
sistant Commissioner but not with the Chinese Assistant, Sir John — 
said he was certain such a distinction would not be acceptable to the 
Chinese and might result in wrecking the whole agreement, and he 
had suggested that it might be obviated by leaving it out of the agree- 
ment itself but having an understanding between the Shanghai 
Municipal Council and the Japanese Consul General that the Deputy 
Commissioner was to exercise the authority vested in him by the 
agreement after consultation with the foreign Assistant Commissioner. 

The Shanghai Municipal Council, as I understand, take a view 
- similar to that stated above with regard to the two items in question, 
although they believe the question of nationality of the police officers 
is primarily one to be adjusted between the British and the Japanese 

authorities. 
Respectfully yours, Epwin 8. CUNNINGHAM 

4 Sir John Brenan, British Consul General at Shanghai. 
* Itaro Ishii, Japanese Consul General at Shanghai.
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893.05/381 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prreine, October 5, 19384—10 a. m. 
[Received October 5—9:55 a. m.7*] 

450. Reference Shanghai Senior Consular circular number 213-L-1 
June 2, 1934, and Legation’s despatch number 2982 of September 13th 
now en route to Department 1” concerning Chinese courts in Interna- 
tional Settlement at Shanghai. The Legation’s despatch encloses 
translations of individual formal notes addressed by the Foreign 
Office on August 18th and 29th to the Legations of the several powers 
signatory to the Shanghai court agreement * protesting action of the 
Municipal Council in returning to the special District Court certain 
summonses issued by that court or by the procurator against Chinese 
detectives of the International Settlement police on complaints charg- 
ing them with false accusations, et cetera, and in one case of bodily 
harm as a result of third-degree police measures. Foreign Office note 
of August 18th alleged that the Police Department intercepted the 
summonses and that the Council returned them to the court without 
any explanation. Chinese court and Foreign Office on basis of article 
6 of court agreement protest this action and insist the summonses be 
served by judicial police or the process servers. Foreign Office note 
of August 29th states that on August 17th and 22nd the Police Depart- 
ment of the Council addressed communications to officers of the judi- 
cial police of the court stating that in view of the fact that there was 
no preliminary inquiry prior to the issuance of the summonses and as 
the question of private criminal prosecutions against members of the 

. Municipal Police was under discussion by the consular authorities, 
the police could not permit the accused detectives to attend the Chinese 
court in response to the summonses. The Foreign Office insists that 
Municipal Council has no right to question issuance of summonses 
whether or not there has been preliminary inquiry and that criminal 
prosecution against members of International Settlement police in 
no way differs from other private criminal prosecution. 

2. At special consular body meeting on September 12th, Senior 
Consul Cunningham pointed out desirability of Shanghai Municipal 
Council informing District Court of legal basis for Council’s position 
in the matter. 

3. On September 19th, the secretary of the Council addressed the 
president of the District Court referring to the failure of conversations 
to reconcile the differences of opinion and setting out the principles 

: * Telegram in five sections. 
Not printed. 

* Signed February 17, 1980, Foreign Relations, 1930, vol. 11, p. 333.
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upon which the Council bases its attitude in the matter. He pointed 
out that in the last few months a serious situation has arisen from 
the issue by the court of summonses without prior investigation 
against members of the police alleged to have committed offense in the 
course of arrest and trial of persons accused of serious crime and that 
the charges have generally been brought at the instance of persons 
accused and their associates on whose evidence in several cases police 
officers have been convicted in the court without being allowed to cross- 
examine the witnesses against them, to bring witnesses in their defense 
or to obtain independent testimony. Letter further pointed out that 
the court has held that members of Municipal Police are not public 
officers and has thus deprived them of the protection provided by 
article 26 of Land Regulations and by article 17 and 385 of Chinese 
Criminal Law. The letter contends that article 15 [24?] of Land 
Regulations authorizes the establishment of a police force and that 
under article 26 the members of that police force as agents and officials 
of the Council were granted immunity from personal action in respect 
of acts done in the execution of their duty under the Land Regulations. 
The letter of the Council then states as follows: 

“The Council as a corporate body can act only through its executive 
officers or agents and their acts, whatever their nationality may be, are 
specifically brought within the sole jurisdiction of the Court of Consuls 
and no action can therefore be brought against any officer of the 
Council in his personal capacity until it has been decided that he was 
not acting under the direction of the Council and that the act com- 
plained [of] was not done bona fide for the purpose of executing Land 
Regulations. Subject to the over-riding jurisdiction of the Court of 
Consuls it is for the Council to investigate to find whether the act 
complained of was in fact committed and whether it contravened or 
exceeded or was done without the instruction of the Council. 
_ If the act complained of was so committed then the Council will 
itself prosecute the offender before the court; if, however, the Council 
is satisfied to the contrary that officer personally is not subject to any 
action and any aggrieved party has the remedy provided by the Land 
Regulations of proceedings against the Council in the Court of Consuls. 

In the event of any doubt arising as to the construction of or powers 
conferred by the Land Regulations it is provided by regulation 28 that 
the same must be consulted upon and settled by the foreign consuls and 
local Chinese authorities and not by any unilateral interpretation by 
either the court or the Council neither of which is a party to the Land .- 
Regulations or to the court agreement. 

The Council cannot accept the contention contained in your des- 
patch that it has committed a breach of any of the stipulations of the 
court agreement. There is nothing in that agreement that affects the 
protection granted to public officers of the Council acting within the 
scope of their instructions. On the contrary article 2 stipulates that 
due account should be taken of the Land Regulations and bylaws of 
the International Settlement. In further statements I would refer
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you to the note of February 17, 1930, supplemental to the agreement 
from which it must be inferred that the termination of the agreement 
were not to affect or in any way invalidate the land regulations or by- 
laws or be considered prejudicial to the maintenance of peace and order 
within this area. 

The Council has no desire to shield any member of the police force 
who is guilty of any improper conduct and follows the practice of 
prosecuting members of its own police in cases where investigation 
discloses that an offense has been committed. The Council’s investi- 
gation is neither final nor arbitrary as any aggrieved party has the 
right to invoke jurisdiction of the Court of Consuls.” 

4, In his despatch of September 17th to Legation, copies of which 
have been mailed direct to Department,” the Consul General at 

Shanghai states that an admission that the Chinese court may summon 
employees of the Council to answer charges for alleged offenses com- 
mitted in the discharge of their duties strikes at the very foundation 
of the municipal organization; that if Chinese contention is admit- 
ted it 1s doubtful whether the Municipal Council administration can 
continue; and that recent protests from the Chinese Court constitute 
a definite, possibly premeditated attempt to undermine the admin- 
istration of the International Settlement. 

5. Consular body has referred matter to Senior Minister and the 
several Consuls have reported to their Legations with the request that 
the Legations take action to support the Municipal Council in its posi- 
tion as enunciated in its letter of September 19th to the president of 
District Court. 

6. British Legation has consulted with this Legation and proposes 
to suggest through Senior Minister that the several Legations con- 
cerned reply to the two formal notes from the Foreign Office refraining 
from any discussion of the detailed legal aspects of the case but briefly 
summarizing the position of the Shanghai Municipal Council and ex- 
pressing general agreement with the considerations advanced therein. 
Reply would further point out that the Legations can find no provision 
with [of?] court agreement which withdraws from Chinese police and 
other servants of the Council the immunity conferred on them as “pub- 
lic police officers” under article[s] 17 and 35 of the Chinese Criminal 
Code and under the criminal action regulations; and that as regards 
the maintenance of justice the Legation is confident that the Municipal 
Council will at all times institute the fullest inquiry into any allega- 
tions that may be made against the Council’s employees and if found 
necessary will bring the matter before the court. Failing such action 
by the Council any aggrieved party may sue the Council before the 
Court of Consuls. 

* Foreign Relations, 1930, vol. 11, p. 339. 
”* Not printed.
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7. After careful study this Legation is of the opinion that it is 
necessary that the Shanghai Municipal Council be supported in its 
stand and I therefore request authorization to make reply to the For- 
elgn Office’s formal protests along the general lines indicated above 
provided the other Legations are prepared to do likewise.” 

} For the Minister: 

Gauss 

893.1028/1383 

The Chargé in China (Gauss) to the Secretary of State . 

No. 3176 Perrine, December 6, 1934. 
[Received December 28. ] 

Sir: I have the honor to refer to the Legation’s despatch No. 3165, 
November 30, 1934,?2 in regard to the Extra-Settlement road ques- 
tion at Shanghai, and to enclose for the Department’s information 
a copy of the Shanghai Consul General’s despatch to the Legation 
No. 8169, December 1, 1934.” 

With the Consul General’s despatch were enclosed a memorandum 
of a conversation he had had with the Japanese Consul General and 
a copy of a letter which the Japanese Consul General has addressed 

to the Chairman of the Shanghai Municipal Council which contains 
the “fundamental views” of the Japanese Government on the scope 

of the proposed Extra-Settlement roads area agreement. 
The Japanese proposal, which the Japanese Consul General an- 

nounced an intention of presenting to the Mayor of Greater Shanghai 
on November 29, contemplates a new delimitation and simplification 
of the boundaries of the Extra-Settlement area which will provide 
“one administrative region circumscribed by distinctly clear boundary 
lines,” and thus avoid possible conflicts of authority which would 
likely arise were the present boundaries maintained without modifi- 
cation. 

The Japanese Consul General requested that Mr. Cunningham urge 
upon the Mayor of Greater Shanghai the desirability of hastening 
agreement upon this matter, but Mr. Cunningham was loath to do so 
without the Legation’s prior instructions for the reason that he felt 

_ it would be difficult to confine his remarks to the subject of the Extra- 
Settlement roads question without appearing to associate himself 
completely with the Japanese demands. 

There is also enclosed a copy of the Legation’s instruction in reply 
to Mr. Cunningham ” from which the Department will note that the 

21 The Department in its telegram No. 325, October 10, 8 p.m., replied: “Depart- 
ment Seer tnte and authorizes you to reply as proposed in paragraph 7.”



614 FOREIGN RELATIONS, 1934, VOLUME III | 

Legation has agreed with him that the “fundamental views” of the 
Japanese, if accepted by the Chinese, would be beneficial to the ad- 
ministration of the area, but has expressed the belief that he should 
not associate himself with the Japanese demands by calling upon the 
Mayor for the purpose of urging their acceptance. 

The Legation has, however, expressed the opinion that, should Mr. 
Cunningham have an opportunity of broaching the subject infor- 
mally to the Mayor, he might appropriately inquire whether progress 
is being made in the efforts for a settlement and express the hope 
that an agreement mutually acceptable to both Chinese and foreign 
interests may be reached. He has been cautioned, on the other hand, 
that in any conversation he may have with the Mayor, he should 
avoid discussion of the Japanese demands and abstain from endorsing 
the “fundamental views” of the Japanese Government. 

Respectfully yours, C. E. Gauss 

| CONCURRENCE IN PROPOSED ALTERATION OF THE STATUS OF THE 

KULING ESTATE IN KIANGSI, CHINA 

893.102 Ku/18 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

Wasuineton, December 1, 1933—6 p. m. 

385. Your despatch No. 2338, October 21,74 penultimate paragraph. 
If all or a decided majority of the lot owners should desire to submit 
to the Chinese authorities the question of altering the status of the 
Kuling Estate, the Department does not wish to interpose any objec- 
tion to such action. In view, however, of the somewhat uncertain 
status of the administration of the area mentioned, the Department 
questions whether the decision of the Kuling Council may safely be 
taken as representing the interests of the majority of the lot owners 
and whether objection to the proposed negotiations by a considerable 
minority of the lot owners would not be effective toward preventing 
the proposed negotiations. 

In view of the large number of American lot owners and the danger 
that the submission of the question to the Chinese authorities might 
result not only in the refusal of those authorities to acquiesce in a 
number of the proposals but also in undesirable controversy and pos- 
sible impairment of the present status of the rights of the American 
citizens concerned, the Department believes that serious consideration 
should be given to the question whether it is desirable to raise at this 
time the issues involved in the proposal under reference. 

PHILLIPS 

74 Not printed. 
* An enclosure to despatch No. 2338, October 21, gave the number of American 

residents as 974, holding 247 lots and 217 homes.
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893.102 Ku/20: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Pere1nc, December 28, 19383—9 a. m. 
[Received December 28—6: 40 a. m. | 

938. Reference Department’s number 385, December 1, 6 p. m., con- 
cerning status of Kuling Estate, paraphrase of which message was : 
supplied to Consul General Adams ?* at Hankow. Consul General 

has replied in part as follows: 

According to American members of Kuling Council, decision to 
request opening of negotiations with Chinese authorities was unani- 
mously arrived at by Kuling lot holders during their annual meeting 
in summer of this year and was based in part upon suggestion of 
British Consulate General that time appeared favorable for settlement 
of various problems confronting Council. Council members report 
there was no suggestion of opposition by lot holders including some 
Chinese lot holders. Chinese lot holders however have shown very 
lukewarm interest in conduct of affairs of the mediation. 

2. In reply to last paragraph of Department’s telegram of Decem- 
ber 1, 6 p. m., Adams observes that Kuling lot holders have thus far 
been source of authority of Kuling Council which is elected to repre- 
sent collective interest of lot holders and that action of the Council 
described above should estop any lot holder from criticising action of 
the Council if proposed negotiations prove unfortunate in their out- 
come; that Council’s desire to have negotiations open is based on the 
following considerations: Council now paying nearly one-third of 
its revenues to Chinese provisional police and receiving small returns 
for such outlay. Council believes a Chinese administration could 
handle policing problem much more efficiently, also the problem of 
coolie and motorcar transportation between Kuling and Kiukiang; 
that in time of tense and antiforeign feeling an administration with 
nominal Chinese head should lessen difficulties of the Kuling Estate 
and finally that land values at Kuling are rapidly resulting in steady 
increase in land holdings by wealthy Chinese with whom average 
purchaser cannot compete and that if negotiations are opened at this 
juncture when Chinese hold aproximately one-fourth lots the bar- 
gaining power of the Council is much better than it will be at later 
date. 

8. Consul General Adams believes that certain risk involved in 
opening of negotiations but that there will be no better time than 
present for undertaking regularization of affairs of the Estate; that 
the only body capable of representing lot holders has requested open- 
ing of negotiations and that he believes that we would be ill advised 
not to accede to such request. 

** Walter A. Adams,
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4, In view of the above the Legation if the Department approves 
contemplates inquiring of Adams if change in political situation since 
meeting of lot holders materially alters the relations [ situation?] and 
if not Legation would interpose no objection to opening of negotiations 
provided the several consular authorities of the majority of the lot 

: holders agree to such negotiations.” 

JOHNSON 

893.102 Ku/26 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Prtprne, November 15, 1934—5 p. m. 
[ Received November 15—8: 35 a. m.] 

525. Reference Legation’s despatches 2979, September 14th and 
3034, October 12th * regarding status Kuling Estate. British Lega- 
tion has received authorizations to instruct its Consul General at 

. Hankow that he may conclude the agreement in accordance with the 
terms of the draft provided he is able to secure the concurrence of 
his interested colleagues and the approval of the Council the Kuling 
Kstate acting on behalf of foreign lot holders concerned. British 
Foreign Office has suggested, however, that in order to make clear 
that British Consul General is not acting on behalf of the British 
Government the preamble be changed to read “the Council of the 
Kuling Estate being desirous, et cetera, His Majesty’s Consul General 
hereby enters, et cetera,’ subject to suitable modification if the other 
interested Consuls wish to be included. 

The Legation is disposed to authorize Stanton” to concur in the 
conclusion of the agreement, but in view of the original British owner- 
ship of the head-deeds, and consequent willingness of the British to 
make the agreement a purely Sino-British one, the Legation does not 
believe that reference in the preamble to the American company is 
essential, and would be inclined to authorize its omission. The De- 
partment’s instructions are however requested. 

Gauss 

893.102 Ku/26 : Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasuinetron, November 20, 1934—4 p. m. 

365. Reference Legation’s telegram 525, November 15, 5 p. m. and 
despatch 3034, October 12,°° in regard to the proposed change in the 

77 'The Department, in its telegram No. 404, December 29, 1933, 3 p. m., replied : 
“You are authorized to instruct Hankow as proposed in paragraph 4 of your 
telegram.” 

** Neither printed. 
* Hdwin FE. Stanton, Consul at Hankow. 
°° Despatch not printed.
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status of Kuling. The Department in mail instruction 1508, Novem- 
ber 16, approved the Legation’s instruction under date October 12 
to Hankow which was enclosed with Legation’s despatch to the De- 
partment of that date. The Department desires that the Legation 
authorize the Consul at Hankow to concur in the conclusion of the 
agreement and perceives no objection, subject to the concurrence of 
other interested consular representatives, to making the agreement 

a purely Sino-British one.” | 
Huy 

RE-REGISTRATION OF TITLE DEEDS TO REAL PROPERTY OF 
AMERICANS IN CHINA ® 

893.52/309 

The Secretary of State to the Minister in China (Johnson) 

No. 1327 Wasuineton, March 26, 1934. 

Sir: Reference is made to your despatches No. 2380 of November 
15, 1983, No. 2487 of January 24, 1934, and No. 2493 of January 29, 
1934,°* in regard to Chinese regulations governing the registration 

and taxation of land in China. 
In view of the fact that the question of the applicability of these 

regulations to American nationals has arisen at a number of ports 
and probably will arise at others, the Department approves the Le- 
gation’s proposal mentioned in the last paragraph of the Legation’s 
despatch No. 2487 of January 24, 1984, to circularize consulates in ~ 
China along the lines of the Legation’s instruction of November 15, 
1933, to Swatow, and instruction of January 24, 1934, to Hankow, 
substantially to the effect that, although the Chinese authorities 
cannot properly insist upon reregistration of existing deeds as a 
condition precedent to the continued validity of title conferred by 
such deeds, there is no adequate reason why American nationals 
should not be permitted to avail themselves of the opportunity to have 
their deeds reregistered under the new regulations. 

The Legation’s circular instruction also should invite attention to 
the Legation’s previous circular instructions No. 393 of December 
13, 1929, and No. 5 of February 14, 1980, in regard to the reexami- 

* Not printed. 
* Rendition of the Kuling Estate to China took place on January 1, 1936. 
“For previous correspondence on this subject, see Foreign Relations, 1931, 

vol. 111, pp. 1028 ff. 
* None printed. 
* Neither printed; they were based upon Department’s telegram No. 3638, No- 

vember 6, 1929, 1 p. m., Foreign Relations, 1930, vol. 11, p. 567.
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nation of title deeds to property owned or leased in perpetuity by 
American citizens. 

. Very truly yours, For the Secretary of State: 
WILLIAM PHILLIPS” 

REGISTRATION OF AMERICAN AND OTHER FOREIGN PUBLICATIONS 

UNDER THE CHINESE PRESS LAW" 

898.711/117 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

WASHINGTON, January 18, 1984—2 p. m. 

13. Your despatch No. 2418, December 7, 1933. 
: 1. In the light of the information contained in your despatch under 

reference, you are authorized, in your discretion, either with or with- 
out similar action by your British colleague to acknowledge receipt 
of the note of November 17, 1933; from the Ministry of Foreign Af- 
fairs ** and to state that the American Government has no objection to 
the voluntary pro forma registration of American periodicals and 
publications with the Ministry of Interior but that it can not compel 
such American periodicals and publications to register, and that it 
can not accept as applicable to them, whether registered or not, the 
penal provisions or administrative control provided in the press law 
of China. 

2. If the British Government assents to the application of the law 
' to its nationals, Department suggests the desirability of communicat- 

ing decision of both governments simultaneously.” 
PHILLIPS 

893.711/119 

The Chargé in China (Gauss) to the Secretary of State 

No. 8152 Pririne, November 20, 1934. 
[ Received December 15. | 

Sir: I have the honor to refer to the Legation’s despatch No. 2548, 
February 17, 1934,“1 upon the question of the registration of American 
publications under the provisions of the Chinese Law of Publications. 

Under date of October 26, 1934, the Legation received a further note 
upon this subject from the Ministry of Foreign Affairs which ac- 

7 Continued from Foreign Relations, 1933, vol. 111, pp. 6838-694. 
* Tbid., p. 691. 
* Not printed. 
“The American and British Legations replied to the Chinese Foreign Office 

on February 14, 1984 (8938.711/118). 
“Not printed; it reported compliance with Department’s instructions supra.
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knowledges the receipt of the Legation’s memorandum of February 
14, and, saying that it has not failed to note the contents thereof, con- 
tinues to the effect that the Chinese Government has now decided that 
all Chinese or foreign newspapers or periodicals published in China 
should apply to the Ministry of the Interior for registration before the 
end of February 1935, in order that they may enjoy the special rights 
of registering at the Post Office and special postal privileges. It, there- 
fore, requests that appropriate instructions be issued to the Ameri- 
cans concerned. 

As the phraseology of the Ministry’s note was not as clear as might 

be desired, the Legation directed the Counselor at Nanking to call 
informally upon an appropriate official of the Foreign Office and 
request a clarification of the intention of the Chinese Government 
in this matter. A copy of this instruction, dated November 8, 1934, 

together with copies of a subsequent exchange of telegrams, and copies 
of Mr. Peck’s * telegraphic reply of November 15, 5 p. m. and mail 
despatch No. 506—Diplomatic, November 16, 1934, are enclosed.* 
From Mr. Peck’s despatch the Department will note that he called 

upon Dr. Kan Nai-kwan, Vice Minister of the Interior, instead of 
upon an official of the Ministry of Foreign Affairs, and that, among 
other things, Dr. Kan remarked that by the elimination of the neces- 
sity of registration with the Central Party Headquarters the process 
of registration had become a mere formality, and that, in fact, the 
real object of the Ministry of the Interior in seeking to bring about 
tRe registration of foreign newspapers was to gain “face” for the 
Government and to get statistical information. He expressed the be- 
lef that the actual control exercised over the newspapers by the Gov- 
ernment would not be increased after registration, but he said that, 
if necessary to attain the desired end, the registration at the Chinese 
Post Office of unregistered publications would be cancelled and special 
postal rates now enjoyed by such publications would be withdrawn. 

As no new elements have been injected into this matter, the Lega- 
tion perceives no reason for recommending to the Department an 
alteration of its previous attitude. It has, therefore, replied to the 
Ministry of Foreign Affairs, reiterating its previous position, and is 
circulating a copy of the translation of the Ministry’s note to con- 
sular officers in China for their further information. 

In its circular to consular officers, the Legation is suggesting that, 
should any American publishers in their respective districts find it 
expedient to register under the provisions of the Law of Publications 
in order to enjoy the special postal privileges, or for any other reason, 
it should be suggested that they delete from the application form 

“Willys R. Peck, Counselor of Legation and Consul General at Nanking, 
“ Enclosures not printed. . 

748408—50—VOL, 111I——45
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all reference to the Central Kuomintang Publicity Department and 
the Party Headquarters. 

The British Legation is taking a similar attitude, though it is not 
for the present replying to the Ministry of Foreign Affairs. 

Respectfully yours, C. E. Gauss 

CHINESE CENSORSHIP RESTRICTIONS UPON AMERICAN MOTION 

PICTURES IN CHINA “ ° 

893.4061 Motion Pictures/119 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxrino, April 9, 1934. 
[Received May 7.] 

Sir: I have the honor in the present despatch to conclude the ac- 
count of the negotiations by the Metro-Goldwyn-Mayer Studios to 
obtain permission to take motion pictures in China for use in con- 
nection with a film production of the novel “The Good Earth”, 

a beginning of which account was given in my despatch to the De- 
partment of February 26, 1934.* 

The discussions between the representatives of the Studios and the 
representatives of the appropriate Department of the Chinese Gov- 
ernment, or rather, of the Kuomintang,** continued for a month 
longer until on March 26 the M—G—M representatives addressed two 
letters to the “Commission on the Direction of the Motion Pictifre 
Industry” agreeing to the much disputed “principles” and reserving 
the right of the Studios to withdraw from the project of taking mo- 
tion pictures in China “if the difficulties encountered in taking the 
films or in working with the Commission show that the undertaking 
is impracticable or too expensive . . .*” the sole condition being that 
all motion picture films taken by the party in China, for use in ‘The 
Good Earth’ shall be destroyed”. 

In these discussions it seemed unavoidable that I continue my un- 
official mediation, principally because, on the Chinese side, the nego- 
tiations remained in the hands of Dr. Chia-luen Lo, Chancellor of the 
National Central University. Dr. Lo insisted that he, also, was 
interesting himself only as a matter of good will and unofficially, and 
my withdrawal would probably have caused his. 

It would uselessly encumber the files of the Department to submit 
a full account of all the discussions and copies of all memoranda of 
conversations. Full records have, however, been kept in this office. 

“For previous correspondence on the subject of film censorship, see Foreign 
Relations, 1983, vol. 111, pp. 694 ff. 

* Not printed. 
* Nationalist Party. 
“" Omission indicated in the original.
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As illustrative of the nature of the conversations which proceeded 
during the second month of the negotiations, there is submitted a 
“memoranda of conversations”, dated March 3, 1934,** in which are 
recorded an unsolicited expression of interest by Vice Minister for 
Foreign Affairs Tang Yu-jen in the taking of these motion pictures 
and his offer to intervene on behalf of the Studios. It will be noted, 
also, that at this juncture Dr. Chia-luen Lo expressed extreme dis- 
couragement and intimated that if the attempt then made to reconcile 
the views of the Studios and the Chinese authorities should fail, he 
probably would cease his efforts in that direction. 

As of interest in showing that I warned the M—G-M representa- 
tives that the success of their venture would depend less on the exact 
nature of the written agreement between the Studios and the Chinese 
authorities than on the spirit in which the enterprise was carried on, 
I enclose a memorandum of conversation dated March 5.8 There 

is enclosed, also, a memorandum of conversation dated March 9.*8 
On page 2 of this memorandum there is a report of an explanation 
given by me to the M-G—M representatives of why the Chinese 
authorities were so exacting in the arrangements for the filming of 
“The Good Earth”. Briefly, it was because previous requests for per- 
mission to film this work had been refused, owing to the unpopu- 
larity of the novel among the so-called “intelligentsia”. On page 
4 it will be noted that I informed the M—G-M representatives that. 
I felt that I had done unofficially everything that I could do to bring 
about an agreement between Mr. Hill * and the Chinese authorities. 
The discussions promised to drag along indefinitely and I believe this 
warning served to bring them to a close, since the M—G-M representa- 
tives undoubtedly regarded with apprehension their being left to 
continue the discussions without informal assistance from the Lega- 
tion’s representative in Nanking. 

There is enclosed a memorandum of a conversation, dated March 
15,** held by me with Dr. Lo and Mr. Chen Li-fu, Chairman of the 
Organization Department of the National Party Headquarters, who 
appeared to have the final decision in these negotiations. This conver- : 
sation was important in that it resulted in consent by Mr. Chen Li-fu 
that the Studios reserve their right to withdraw from the enterprise 
in China if it were found impracticable. The Studios were very 
apprehensive that they might fail in their desire to get suitable 
motion picture films in China, but might, nevertheless, be held to their 
promise to permit the supervision of the making of the picture in the 

* Not printed. 
“” George W. Hill, M—-G-M director.



622 FOREIGN RELATIONS, 1934, VOLUME III 

United States by a representative of the Chinese authorities. A letter 
agreed to in this conversation is understood to give the Studios a 
method of obtaining release from this obligation. 

As final exhibits there are enclosed *.copies of the two letters ad- 

dressed by the representatives of the Studios to the Chinese author- 

ities on March 26, referred to in the second paragraph of this despatch, 

and of the notarial authentication of the signatures as attached by 
Vice Consul Harold E. Montamat at the request of the signers; copies 
of two letters, dated March 28, addressed to the representatives of 
the Metro-Goldwyn-Mayer Studios by the President of the Central 

Publicity Department of the Kuomintang, acknowledging the receipt 
of the two letters just described, which acknowledgments were sent 

both in English and Chinese; and a memorandum of conversations, 

dated March 28, reporting an assurance given by Dr. Lo that steps 
had been taken to arrange for the actual taking of motion picture 

films and for the appointment of Mr. Theodore Tu as representative 

of the Chinese authorities to work with the Studios; it may be stated 
that the representatives of the Studios had expressed their willingness 

to have Mr. Tu act in that capacity. | 
Exceptionally complete records have been kept of all conversations 

and informal written communications connected with the application 
of the Metro-Goldwyn-Mayer Studios for permission to take motion 
pictures in China, firstly, because the whole project is an innovation 
and will constitute a precedent and, secondly, because of the possi- 

bility that one party may. accuse the other of failure to live up to 
assurances given during the discussions and evidence bearing on 
such a contention would, in that case, be valuable. 

Very respectfully yours, Wu ys R. Peck 

893.4061 Motion Pictures/121 

The Counselor of Legation in China (Peck) to the Secretary of State 

Nanxine, April 23, 1934. 
[Received May 19.] 

Sir: Ihave the honor to inform the Department that during the past 
few months a fundamental change has taken place in the official 
organization controlling the motion picture industry in China, 
whereby control over motion picture matters has passed in large 
measure from the Government to the Kuomintang. 

It will be recalled that formerly the censorship of films and other 
questions relating to the motion picture industry in China were 
placed under the direction of the National Board of Film Censors, 

an organization consisting of representatives of the Ministries of 

* None printed.
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Education and Interior, with representatives of the Party Head- 
quarters acting in an advisory capacity. However, in November, 
1933, as the result of a mob attack on a Chinese motion picture com- 
pany in Shanghai, allegedly for having produced films tending to 
encourage class struggle, an investigation of the activities of the 
Board was made by the Central Publicity Committee of the Kuomin- 
tang. It is reported that the investigation revealed that the Board 
had approved certain films of a communistic nature, and accordingly, 
in December, 1933, the Committee proposed that the Board be re- 
organized and placed under Party control. It is understood that the 
Ministries of Education and Interior agreed to this proposal, as the 
members of the Censorship Board were also officials of the two minis- 
tries and found it difficult efficiently to perform the functions of their 
concurrent posts. 

The Central Executive Committee of the Kuomintang on February 
8, 1934, passed a resolution reorganizing the National Board of Film 

_ Censors and changing the name to the “Central Motion Picture Cen- 
sorship Committee”, and subsequently promulgated the “General 
Principles Governing the Organization of the Central Motion Picture 
Censorship Committee”. There is enclosed a copy of the Chinese 
text and translation of the “General Principles ... ”,°* as they 
appeared in the March 15, 1934, issue of the semi-official Central Daily 
News, Nanking. The most important points in these General Prin- 
ciples are the following: 

1) The Censorship Committee shall be placed directly under the 
“Committee for the Guidance of the Motion Picture Industry of the 
Central Publicity Committee of the Kuomintang”. 

2) It shall exercise censorship over motion picture films, both 
domestic and foreign and issue showing and export permits. 

3) The members of the Committee shall be recommended by the 
“Committee for the Guidance of the Motion Picture Industry”, but 
shall be appointed by the Executive Yuan. 

4) The committee shall submit a monthly report to the Executive 
Yuan and the “Committee for the Guidance of the Motion Picture 
Industry”. ) 

5) The General Principles have been passed by the “Committee for 
the Guidance of the Motion Picture Industry”, and approved by the : 
Central Publicity Committee, and have been submitted to the Central 
Party authorities for record. 

It will be seen from these General Principles that the “Committee 
for the Guidance of the Motion Picture Industry” will henceforth 
constitute the highest authority on motion picture matters in China, 
and that it will report to central party headquarters. It would appear 
that the only control which the government will exercise over the 
matter will be derived from its power of appointment of the members 

* Omission indicated in the original.
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of the Censorship Committee, but even here its authority is limited, for 
it must appoint the members from among: those persons recommended 

by the Party committee. 
The “Committee for the Guidance of the Motion Picture Industry” 

will exercise general control over the motion picture industry, but 
the censorship of films and scenarios will be carried on under its direc- 
tion by two other committees, the “Censorship Committee”, above- 
mentioned, and the new “Motion Picture Scenario Censorship 

Committee”. 
The members of the Censorship Committee were appointed on March 

6, 1984, by the Executive Yuan, which simultaneously instructed the 

Ministries of Education and Interior to abolish the old National Board 
of Film Censors and make the necessary transfer of its activities and 
records to the new Committee. The Committee commenced function- 
ing on March 21,1934. In view of the fact that the Committee has been 

| in office for such a brief period, the extent of the power which will 
_ be exercised by it can not yet be determined. It is presumed, how- | 

ever, that it will carry on a censorship of films which present no diffi- 
cult problems, but that important and controversial questions will be 
referred for decision to the Committee for the Guidance of the Motion 
Picture Industry. 

The new Motion Picture Scenario Censorship Committee will have 
supervision over the scenarios of films to be produced in China, either 
by Chinese or foreign motion picture companies, and the approval of 
this Committee must be obtained before production can be undertaken. 

It is to be hoped that the transfer of control over the motion picture 
industry in China from the Government to the Kuomintang will not 
result in creating additional difficulties for American film exhibitors 
and producers, and that the decisions of the new Committees will be 
governed by reason and common sense, rather than by prejudice.™ 

Respectfully yours, Wiutys R. Peck 

893.4061 Motion Pictures/130 

The Secretary of State to the Minister in China (Johnson) 

No. 1400 WasHincton, July 2, 1934. 

Sir: Reference is made to the Legation’s despatch No. 2739 of May 
24, 1934, in regard to the censorship of amateur motion pictures. 

* Principal points at issue in the year 1935 were the matters of increased fees 
and the retroactive features of the new regulations. Telegram No. 379, July 
26, 19385, 6 p. m., from the Minister in China, reported: 

“A memorandum from the Foreign Office under date of July 13 concedes the 
complete abrogation of the retroactive provision regarding the screening of the 
censorship certificate at the time of exhibition of the film. Only films censored 
from December 7, 1934, are now required to observe the requirement.” (893.4061 
Motion Pictures/178) 

* Not printed.
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In this connection it is noted that Counselor Peck is continuing in 
his endeavors to persuade the Chinese authorities to grant special 
consideration to amateur motion picture films. In the event that his 
efforts to attain that end prove unsuccessful it is suggested that he 
again discuss the matter informally with the appropriate Chinese 
officials and that in so doing he include a statement to the effect that, 
although the Department does not question the right of the Chinese 
Government to impose such non-discriminatory motion picture cen- 
sorship regulations as may be deemed desirable, the present insistence 
of the Chinese Government on applying to amateur and non-com- 
mercial films of the eight and sixteen millimeter type a strict interpre- 
tation of the Motion Picture Censorship Law is proving costly to 
amateur photographers and, what is of more importance, a source 
of considerable inconvenience and irritation. 

It may also be pointed out that, as far as the Department is aware, 
no other country has adopted similar regulations in regard to non- 
commercial moving picture films; that many countries annually ex- 

pend large sums of money to encourage visits by foreign tourists who 
are the chief users of amateur motion picture cameras; that according 
to Chinese sources the annual income to China from the tourist trade 
is from twenty to thirty million dollars Chinese currency; and that 
to subject tourists who may desire to carry away with them some 
tangible evidence of China’s progress, such as for example a motion 
picture of Shanghai’s Bund, to the cost, inconvenience and delay of 
forwarding to Nanking for censorship personal and non-commercial 
films is likely to create in the minds of those affected the belief that 
the Chinese Censorship Committee has adopted a viewpoint which 
is neither reasonable nor one calculated to encourage the tourist 
traffic which has proven to be a source of great revenue to China. 

Very truly yours, For the Secretary of State: 
Witi1AM PHILLIes 

OBJECTION BY CHINA TO OPERATION OF AN UNLICENSED RADIO 

STATION BY AN AMERICAN CITIZEN IN HUPEH; REGISTRATION OF 

AMERICAN AND OTHER RADIO RECEIVING SETS 

893.76/20 

The Minister in China (Johnson) to the Secretary of State 

No. 2603 Perrerne; March 22, 19384. 
[Received April 21.] 

Sir: I have the honor to enclose a copy of despatch No. 456, Feb- 
ruary 17, 1934, from the Consul General at Hankow,** in regard to 
the demand of the Chinese authorities that an unlicensed radio station 

°° Not printed.
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operated by the Reverend R. J. Mueller, an American citizen, at Shih- 
nan, Hupeh, an interior point, be dismantled. 

The Consul General says that Mr. Mueller does not possess a license 
from the Chinese authorities to operate the station in question, and 
that he does not know of any sound ground upon which he could prop- 
erly object to the demand of the Chinese authorities that Mr. Mueller 
dismantle his radio station. Subject to the Legation’s approval, he 
proposes, therefore, to inform the Reverend Mueller that the Chinese 
have demanded that he dismantle his station and that he should do 
so unless he can obtain a license from the Chinese Government cover- 
ing his station. 

The Legation has given careful consideration to the problem pre- 
sented by this demand of the Chinese authorities, but prefers to have 
the previous approval of the Department before issuing the instruc- 

tions requested by the Consul General at Hankow. 
The resolution regarding radio stations in China, signed at Wash- 

ington, February 1, 1922.5" provides inter alia that “In case there be 
any radio station maintained in the territory of China by a foreign 
government or citizens or subjects thereof without the authority of 
the Chinese Government, such station and all the plant, apparatus and 
material thereof shall be transferred to and taken over by the Gov- 
ernment of China, to be operated under the direction of the Chinese 
Ministry of Communications upon fair and full compensation to the 
owners for the value of the installation, as soon as the Chinese Ministry 
of Communications is prepared to operate the same effectively for 
the general public benefit.” 

While the above article would appear to give the Chinese Govern- 
ment authority under certain stipulated circumstances to take over 
and operate any foreign-owned radio station upon fair compensation, 
the Legation does not believe that an amateur radio station such as 
that under discussion could properly be considered as having been 
contemplated by that article. 

Article 2 of the “General Regulations Annexed to the International 
Radiotelegraph Convention” signed at Washington November 25, 
1927, and to which China is a party, provides “No radio transmit- 
ting station shall be established or operated by an individual or by a 
private enterprise without special license issued by the Government 
of the country to which the station in question is subject.” 

Under the terms of the above article, the American authorities 
would appear to be the only ones competent to license the amateur 
station in question so long as the extraterritorial treaties remain in 

*" Foreign Relations, 1922, vol. 1, p. 293. 
* For text of convention, see ibid., 1927, vol. 1, p. 288; for text of the general 

regulations, see 45 Stat. 2760, 2779, or Department of State Treaty Series No. 767.
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force. As the Legation has no other information upon the subject, 
and as it is aware of no legislation authorizing any American author- 
ity to license amateur radio stations in China, it 1s inclined to instruct 
the Consul General at Hankow that he should refrain for the time 
being from suggesting to the Reverend Mueller that he dismantle his 
station. 

The Legation has been unable to discover any law of the National 
Government prohibiting, regulating, or licensing the installation and 
operation of amateur radio stations in China, though the rules gov- 
erning the Radio Administration of the Ministry of Communications 
indicate that a system of licensing private stations was contemplated. 

Subject to the Department’s approval, therefore, the Legation pro- 
poses to instruct the Consul General at Hankow to refrain from sug- 
gesting that the station in question be dismantled, but in his discretion 
to reply to the Special Inspector for Foreign Affairs with a request 
that he be informed regarding the laws of the National Government 
which prohibit such amateur stations in order that he may be able 
to give further consideration to the Inspector’s request that the station 
operated by the Reverend Mueller be dismantled. 

In its endeavor to ascertain the extent of Chinese laws or regulations 
upon this subject, the Legation directed the Counselor of Legation 
at Nanking to request the appropriate Chinese authorities to supply 
him with the text of any existing law or regulation of the National 
Government governing the licensing or prohibition of amateur radio 
stations. 

In a telegram of March 19, 11 a. m., Mr. Peck ™ replied that the 
Foreign Office had informed him that the Ministry of Communica- 
tions was unable to discover any laws or regulations governing amateur 
radios, and that Vice Consul Buss, in a conversation with the Director 
General of Telephones and Telegraphs received the impression that 
there are no Chinese laws forbidding, regulating, or authorizing 
amateur radios for sending or receiving communications. 

Respectfully yours, Netson Truster JOHNSON 

893.76/19 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 19, 1984—10 a. m. 
[Received April 19—6 a. m.] 

182. Shanghai’s April 17,2 p.m." Legation has replied as follows: 

“April 19,9 a.m. Your April 17,2 p.m. From the information 
available the Legation believes that you should refrain from suggest- 

* Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
. Net ont a Buss, former Vice Consul at Nanking (resigned January 28, 1984).
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ing that Americans register their receiving sets. It does not believe 
that the provisions of the resolution cited in your telegram are appli- 
cable. 

The Legation believes that you should inform the Bureau of Inter- 
national Telegraphs of the inquiries you have received and request 
to be supplied with a copy of the regulations requiring such registra- 
tion. You might request to be informed under what authority such 
regulations were issued and remind the Bureau that you are not in a 
position to advise Americans to register their sets until the matter has 
been submitted to the Legation and has received its approval.” 

J OHNSON 

893.76/19 : Telegram 

The Acting Secretary of State to the Minister in China (Johnson) 

Wasuineton, April 21, 1934—1 p. m. 

122. Your 182, April 19, 10 a. m. in regard to the registration of 
radio receiving sets owned by American citizens at Shanghai. 

The Department approves your instruction to Shanghai and desires 
to be kept informed in regard to developments. 

PHILLIPS 

893.76/20 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, May 3, 1934—3 p. m. 

134. Your despatch No. 2603, March 22, in regard to the unlicensed 
radio station operated by Mueller. Department approves your pro- 
posed instruction to the Consul General at Hankow that he refrain 
from suggesting that the station be dismantled and that in his discre- 
tion he ask for information in regard to the laws prohibiting the 
operation of such amateur stations in order that further consideration 
may be given to the matter. 

HU 

893.76/25 

The Secretary of State to the Minister in China (Johnson) 

No. 1426 Wasuineton, August 8, 1934. 

Sir: Reference is made to the Legation’s despatch No. 2792, of June 
91, 1934, in regard to Chinese regulations for the registration of 
radio receiving sets, the text of which the Legation had received from 
the Ministry of Foreign Affairs, under date of May 29, 1934, with a 
request that American nationals comply therewith. 

“ Not printed.
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It is noted that the Legation, in view of the apparently innocuous 
character of the regulations, was not disposed to raise objection to the 
voluntary registration thereunder of American owned receiving sets. 
Accordingly, the Legation circularized consular officers in China 
authorizing them to inform American inquirers in regard to the mat- 
ter that no objection would be raised to their voluntary compliance 
with the regulations but that they should bear in mind that the infor- 
mation given the Chinese authorities in connection with registrations 
might later be used as a basis for future taxation. 

The despatch under reference closes with a statement that the 

British authorities in China are following a similar course of pro- 
cedure and that the American and the British Legations are not, for 
the present, replying to the note from the Ministry of Foreign Affairs. 

The Department perceives no objection to the course of procedure 
adopted by the Legation and, unless the Legation has some reason to 
believe otherwise, feels that no reply need be made to the note received 
from the Ministry of Foreign Affairs in regard to this matter. 

Very truly yours, For the Secretary of State: 
R. Wauron Moore 

893.76/29 

The Minister in China (Johnson) to the Secretary of State 

No. 3015 Prrprna, October 3, 1934. 
| Received November 3. | 

Sir: With reference to the Legation’s despatch No. 2890, August 

4, 1934,° in regard to unlicensed amateur radio stations, I have the 
honor to enclose a copy of the Hankow Consulate General’s despatch 
No. 576, September 27, 1934,°* together with a copy of the Legation’s | 
instructon in reply.® 

As the Chinese authorities had proposed a solution of this matter 
whereby the radio set in question would be delivered to the Consulate 
General upon the written undertaking of Mr. Mueller that it would 
not subsequently be installed and used, as Mr. Stanton * expressed 
the belief that further local efforts to effect a more satisfactory settle- 
ment would be fruitless, and as the Legation was of the opinion that 
the matter should not be made the subject of official correspondence 
with the National Government authorities, the Consulate General 
has been authorized to acquiesce in the solution suggested by the 
Chinese. The Legation has suggested, however, that Mr. Mueller’s 
agreement be qualified by a statement to the effect that he will not 

* Not printed. 
* Hdwin F. Stanton, Consul at Hankow.



630 FOREIGN RELATIONS, 1934, VOLUME III 

install or use the set in question without the license of the appropriate 
Chinese authority, thus permitting a continuance of efforts to obtain 
a license for the operation of the station should Mr. Mueller desire 
to resume its use. 

Respectfully yours, For the Minister: 
C. E. Gauss 

Counselor of Legation



JAPAN 

POLITICAL DEVELOPMENTS IN JAPAN AND EFFORTS TO IMPROVE 

RELATIONS WITH THE UNITED STATES‘ 

894.0011/91 : 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 639 Toxyo, January 11, 1934. 
[Received January 29. | 

Sir: In connection with my telegram No. 191 of December 23, 
10 a. m.,? reporting the birth of a son to the Empress on that day, 
it seems appropriate here to comment briefly on the significance of 
this event and to indicate to some extent its probable effect on the 
political hfe of Japan. 

For some time past, as I have previously reported, there has been 
evident in this country a spirit of unrest and indiscipline which has 
affected the whole Government, and has been particularly noticeable 
among the younger officers of the Army and Navy. Since the out- 
break of the Manchurian venture, the chauvinistic elements have 
been especially vocal and have openly expressed extreme dissatisfac- 
tion with social and political conditions in the country. It is only 
recently that some of the liberal elements in the population have dared 
to question the dicta of the super-patriots. Some of the animosity 
of dissatisfied groups has been directed against the Emperor’s en- 
tourage, which they felt was hostile to the new developments and was 
working against the plans of the younger military leaders. The pre- 
cise degree of this animosity is difficult to estimate. There have been 
attempts on the life of the Lord Keeper of the Privy Seal, for exam- 
ple, and there have been reports, apparently credible, that the Emperor 
was to be deposed and another member of the Imperial Family put 
in his place. Such action would not be without precedent in Japanese 
history. Apparently the Emperor has not been personally in sym- 
pathy with much that has recently taken place in Japanese political 
life; the Minister of War and other leaders of the chauvinistic ele- 
ments are reported to have been made to feel the Emperor’s personal 

* For previous correspondence concerning political developments in Japan, see 
Foreign Relations, 1933, vol. 111, pp. 700 ff. 

? Not printed. 
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dislike of their views, but he has consistently accepted the advice 
of his Ministers, so that his personal predilections (assuming a basis 
in truth for these reports) in no way interfered with the conduct 

of the Government. 
This situation has not been satisfactory to those elements that have 

wished an alteration in the framework of the political structure. 
They have felt that the Emperor’s surroundings have prevented a 
complete acceptance by the nation of changes necessary to the “unifi- 
cation of the country”, although there seems to be no agreement as to 
what this would mean in actual practice. It was alleged that, having 
no son and being surrounded as he is by old men and the influence 
of women, it was not to be expected that the Emperor could see the 
needs of the country as they really are; that it was consequently 
desirable that some other member of the family should assume the 
Throne. 

It will be recalled that the Chiefs of the General Staff of both the 
Army and Navy are Imperial Princes, and that two of the Emperor’s 
younger brothers are officers—Prince Chichibu in the Army and 
Prince Takamatsu in the Navy, while the Imperial Guards Division 
in Tokyo is commanded by Prince Asaka, whose consort, lately de- 
ceased, was the Emperor’s aunt. These Imperial Princes are work- 
ing officers, apparently of at least average proficiency. The rumor 
is that some, or all, of these Princes could be induced to compel the 
Emperor to abdicate in favor of some one in the direct line who has 
had “satisfactory” training and possesses the confidence of the mili- 
tary hierarchy. In this connection Prince Chichibu, the Emperor’s 
eldest brother, has been most prominently mentioned. These rumors, 
so far as the Embassy is concerned, are impossible of verification or 
refutation. They do, however, persist, and their currency indicates 

: that there is dissatisfaction in some quarters with the Emperor’s 
attitude. 

The birth of a Crown Prince, however, will mean the end of in- 
trigue or plots based on uncertainty of inheritance. The great re- 
Joicing with which the announcement was universally greeted ex- 
pressed a feeling of relief and gratification that was unmistakable. 
It cannot but make for political stability so far as the Imperial Court 
is concerned. The Emperor will gain (if such a thing is possible in 

Japan) in the affections of the people, and there is no doubt that the 
position and influence of the statesmen responsible for his marriage 
(of whom Count Makino, Lord Keeper of the Privy Seal, was one) 
will be decidedly enhanced. It will mean that for the moment at 
least the chances of a domestic political crisis are minimized. Some 
of this feeling is perhaps reflected in the little Prince’s name—Akihito 
(bright or clear) Tsugu no Miya. |
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In this connection, I may say that a very pleasant impression was 
created in Japan by the fact that the President’s telegram of con- 
gratulations to the Emperor? appears to have been the first to be 
received from any chief of state. According to the press, President 
Roosevelt’s message was received at 2.19 p. m., that from Mr. Pu Yi 
at 8.12 p. m., and King George’s at 11.58 p. m., on December 23rd. A 
number of people have also spoken to me of the favorable reaction to 
my having been the first foreign chief of mission to write in the books 
of the Emperor and Empress. The Crown Prince was born at 6.39 
a. m., the public announcement was made by two long blasts of sirens 
throughout the city at 7, and at 8.15 I inscribed my name at the palace. 
These small things appear to be noticed in Japan. 

Respectfully yours, JosEPH C. GREW 

711.94/897 : Telegram SSS: 

The Chargé in Great Britain (Atherton) to the Secretary of State 

Lonpon, February 1, 1934—6 p. m. 
[Received February 1—3: 58 p. m.] 

32. Ambassador-designate Saito sails on steamship Berengaria 
February 3. 

In possibly assumed after-dinner conviviality and on the basis of 
old acquaintance he informed me last night in the course of a long 
conversation that upon reaching Washington he would be entirely 
motivated by two policies: 

1. To persuade American opinion that, in view of the future which 
the Japanese people were justified in expecting, Japan had been right 
in principle, although he personally was willing to admit wrong in 
method, in having sought extension of influence into Manchuria. 

2. To persuade the fighting service-politicians of Japan that they 
had nothing to fear from the United States. 

In regard to this last Saito stated he had been appointed through the 

confidence Japanese army and naval circles felt in him based on 
his dealings with them during the London Naval and Geneva Con- 
ferences. He added that he felt he also understood the psychology 
of the American people and already was personally acquainted with 
the President. He said at the earliest opportunity, even possibly at 
the moment after presenting his letter of credence, he would endeavor 

confidentially to explain to the President his views that the past was 
past, that the whole success of his appointment lay in strengthening 
J apanese-American friendship, that his personal connections in Japan 
were such that he would be in touch directly with the powers that be, 

* See Department of State, Press Releases, December 30, 1933, p. 379.
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and that in view of his hope to reassure them on the American attitude 
he would endeavor to seek from the President an assurance given 
either to him or to his Government that America would not use force 
in her future relations with Japan. 

Saito left me with the impression that any possibility of modifica- 
tion of the views expressed by Admiral Osumi in the Diet Saturday * 
lay in some assurance from the American Government as to their 
peaceful intent toward Japan. 

ATHERTON 

711.94/897 

Memorandum by the Chief of the Division of Far Eastern 
Affairs (Hornbeck) 

[Wasuinoton,| February 2, 1934. 

Reference, London’s telegram 32, February1,6p.m. 
If at any time Ambassador Saito seeks “from the President an as- 

surance given either to him or to his Government that America would 
not use force in her future relations with Japan”, it would seem that 
consideration should be given to the question: at what point in foreign 
relations does “use of force” begin. 

Obviously, firing by the military instruments of one country upon 
those of another constitutes use of force. But does not the posses- 
sion of military instruments coupled with a threat to put them into 
action also constitute use of force? As between Japan and the 
United States, which country has made threats? The answer 
is: Japan. 

It may well be doubted whether the American Government should 
make any commitment in the form of a unilateral statement or in the 
form of a bilateral non-aggression pact with Japan to the principle 
that it “would not use force in future relations with Japan”. This 
country is already pledged in a multilateral treaty, the Pact of Paris,® 
not to resort to war as an instrument of national policy. It might 
be safe to supplement this by a four or five-power pact in which the 
signatories would be the United States, Japan, Russia, China and 
Great Britian in which all of that group of powers agree not to use 
force in their relations with one another. It may well be doubted 
whether, strictly upon its intrinsic merits, even such a pact would be 
desirable. However, if Mr. Saito suggests or requests the assurance 
under reference, probably the most appropriate response that might 
be made would take the form of a statement that the American Gov- 

‘January 27. 
* Signed August 27, 1928, Foreign Relations, 1928, vol. 1, p. 153.
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ernment would be perfectly willing to give an assurance that the 

United States would not use force against another country provided 
it in turn were assured that the other country would not use force in 
ways and for purposes detrimental to the rights and interests of this | 
country and other countries with which this country is at peace and 
toward which it has express obligations to try to maintain peace 
(such as those which appear in the Washington Conference treaties) .° 

If Mr. Saito seeks “some assurance from the American Govern- 
ment as to their peaceful intent toward Japan”, it should be a fairly 
simple matter for the President to say that he will make it a point 
at some opportune moment to make a statement within the terms of 
which there will be contained such an assurance; and to follow this up 
with a general statement declarative of the generally peaceful attitude 
and intent of thiscountry. It is doubted whether it would be really ap- 
propriate or advisable for the President of the United States to 
make a declaration of peaceful intent in reference expressly, specifi- 
cally and exclusively to one country, in this case Japan. 

S[tantey| K. H[orneecx | 

811.001 Roosevelt Visit/2 : Telegram 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

WasHIncTON, February 16, 1934—6 p. m. 
16. The following telegram dated January 29, 1934, received by the 

President: 

“Unanimous resolution Pan Pacific organization Japan cordially 
and unanimously invite you extend trip to Japan mailing you resolu- 
tion in full? Viscount Tadashiro Inouye Vice President Pan Pacific 
Association Japan Imperial Diet.” 

You are requested, should no objection be perceived, to inform 
Viscount Inouye informally of the appreciation felt by the President 
for the courteous and hospitable message which he has thus trans- 
mitted on behalf of the Pan Pacific Association and of the interest 
with which the arrival of the text of the resolution mentioned in the 
telegram is awaited. You may at the same time inform Viscount 
Inouye that despite the President’s appreciation of the invitation the 
pressure of his public duties will not permit of his accepting but that 
appropriate acknowledgement of the invitation will be made upon the 
receipt of the text of the above mentioned resolution. 

For your confidential information, no assumption should be made or 
cultivated either that the President will or that he will not make a trip 

° See Foreign Relations, 1922, vol. 1, pp. 1 ff. 
"Not printed. 
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next summer to Hawaii. To any queries in that connection, it is 
believed that you should reply that you are without any information 

on the subject. 
Huy 

111.22/72 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Hamilton) ® 

I called by appointment on the Japanese Ambassador, Mr. ‘Tsuneo 

Matsudaira, and had tea with him at his residence. 
During the conversation the Ambassador said that during the past 

two years the situation in Japan had been abnormal and that during 
the past six months, especially since Hirota became Foreign Minister, a 
more normal situation had developed wherein diplomacy was re- 
established in its former and rightful position. The Ambassador 
said that in dealing with the situation created during the past two 
years by the abrupt swing to the Right in Japan, the more moderate 
elements had realized that they must allow time to pass in which the 
forces of the Right movement would spend themselves and permit 
the gradual reestablishing of more moderate and normal tendencies. 

In regard to relations between the United States and Japan, I 
inquired whether the Ambassador was of the opinion that at the present 
time some spectacular action should be taken with a view to improving 
relations between the two countries, or whether that end could best be 
‘achieved by a calm and non-spectacular display of friendship in the 
day to day relationships between the two countries. The Ambassador 
replied that in his mind a policy of non-spectacular action designed to 
build up and foster friendship was the one best designed to serve the 
interests of Japan and the United States at the present time. He con- 
tinued that, as I had asked for his opinion in regard to American 
action and policy in reference to Japan, he felt that at the appropriate 
time something should be done to adjust the immigration question so 
as to remove this wound to Japanese pride and sensibilities. He said 
that he appreciated that it would not be advisable to raise the question 
until it was evident that a change in the existing law ® would be forth- 
coming. During his comment on the immigration question the Am- 
bassador mentioned the granting to Japan of a quota and I took his 
reference to a quota as an opportunity to inquire whether Japan 

8 Transmitted to the Department by Mr. Hamilton, upon his return to Washing- 
ton from London and the Far East, as an enclosure to his covering letter of March 

me Ae oroved May 26, 1924; 43 Stat. 153. See also Foreign Relations, 1924, vol. 1, 

pp. 333 ff.
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actually would be satisfied if granted a quota. I pointed out that even 
though Japan were granted a quota, there would remain the Ameri- 
can naturalization law? which did not permit naturalization of 

Oriental peoples. The Ambassador made no clear-cut reply to my 
inquiry but said that in general he thought that there should be 
removed in American law all discrimination against the Japanese and 
that the granting to Japan of an immigration quota would be a step in 
that direction. 

_ Lonnon, February 28, 1934. 

894.918/15 . 

The Japanese Ambassador (Saito) to the Chief of the Division of Far 
Hastern Affairs (Hornbeck) 

Wasuineton, March 2, 19384. 

Dear Dr. Horneecr : Herewith I am sending you an English trans- 
lation of a telegram recently received from Mr. Hirota. I talked about 
the matter to the President at luncheon yesterday, and I thought he 
was very much interested in it. 

Believe me [etc. | Hzirosr Sarro 

[Enclosure—Telegram—Translation ] 

The Japanese Mimster for Foreign Affairs (Hirota) to the Japanese 
Ambassador (Saito) 

The Japanese Ambassador is advised by the Minister for Foreign 
Affairs in Tokyo that a decision has been reached by the Japanese 
Government that those publications as hereinafter mentioned should 
be considered as harmful and worse than useless in Japan’s relations 
with foreign Powers and should be suppressed :— 

1, Publications that relate to matters which would give an intima- 
tion of the military tactics and strategies of Japan in her possible 
foreign wars, whether it be merely an expression of personal opinion 
or an imaginary fiction. 

2. Publications that tend gratuitously to excite feelings of other 
countries and bring about a situation that may lead to war; e. g. by 
stressing upon the necessity or inevitability of war with any particular 
country, whether the name of such country is clearly mentioned or only 
implied. 

*® Rev. Stat. sec. 2169; amended February 18, 1875, ch. 80, sec. 1, 18 Stat. 318; 
May 9, 1918, ch. 69, sec. 2, 40 Stat. 547.
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711.94/927 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 702 -Toxyo, March 9, 1934. 
[Received March 24. ] 

Sm: According to Tokyo press reports of February 24 and 25, 

1934, at a meeting of the Budget Committee of the House of Peers 

on February 23, Baron Toshiatsu Sakamoto spoke of the desirability 

of settling in a peaceful manner all questions pending between Japan 

and the United States and asked for a statement of the Government’s 
views on this matter. In reply, after discussing the importance of 

creating a mutual understanding between the two countries with 
regard to their respective positions and, after disavowing any inten- 

tion on Japan’s part of assuming an attitude of antagonism toward 

the United States, Mr. Hirota, the Minister for Foreign Affairs, stated 

that for the purpose of eliminating any thought of a future American- 

Japanese war it was imperative that Japan and the United States 
start friendly diplomatic discussions for the improvement of rela- 

tions, that as a first step Japan and the Japanese should understand 

conditions and public opinion in the United States, and that he had 
therefore ordered the immediate departure from the Netherlands to 

the United States of the new Ambassador, Mr. Saito, who would 
exchange views with President Roosevelt and political leaders in 

_ Washington, afterwards come to Japan for conferences with military 
and other authorities, and subsequently return to the United States 

with instructions relative to Japan’s new policies toward the United 

States. 
Baron Sakamoto, in emphasizing again the importance of avoiding 

an armed conflict between Japan and the United States, said that 
Mr. Castle, former Ambassador to Japan, had stated publicly that | 
the United States would not hesitate to recognize the dominant position 
of the Japanese Navy in the Western Pacific. He (Sakamoto) was 
of the opinion that, in return, Japan should recognize the superiority 

of the United States Navy in the Eastern Pacific or create a neutral 

zone in the Pacific, thereby avoiding a clash of arms between the 
two countries. In response to Baron Sakamoto’s interpellation, Mr. 

Hirota is reported by the Tokyo Asahi of February 24, 1934, to have 

made the following statement: 

“Tt seems that a partition of the Pacific by the conclusion of some 
agreement or a guarantee of the independence of the Philippines are 
problems being considered by both countries. If the United States 
would be willing to conclude an agreement of this sort, I do not believe 
that the problem would present much difficulty. I feel certain that 
Ambassador Saito, after he has been a while in Washington, will take
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up this matter. I think it best at present to wait until we have received 
a report from him and then we can adopt the necessary measures.” 

[Here follows summary of newspaper editorials. | 
Respectfully yours, JOsEPH C. GREW 

711.94/923 

Memorandum by the Secretary of State 

[Wasuineron,] March 22, 1984. 

The Italian Ambassador called and inquired whether there were any 
other phases or features relating to the United States-Japanese affairs 
outside of what was revealed in the two notes recently exchanged 
between the Foreign Minister of Japan and myself," to which I re- 
plied that nothing had been said or done or suggested relative to 

any important phase of the relations between the two countries out- 

side of what was contained in the two notes themselves. He made 
inquiry about our attitude toward the recognition of Manchukuo, to 
which I replied that there is nothing new to be said by me on that 

7 12 

subject. C[orpett] H[ vn] 

%711.94/926 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prreine, March 26, 1984—1 p. m. 
[ Received March 26—7: 37 a. m.] 

139. The following telegram has been received from Peck* at 
Nanking: 

“March 24,1 p.m. What follows is translation of informal com- 
ments made to the press by the Foreign Office March 23d and published 
today. 

‘The nature of the correspondence exchanged between the United States and 
Japan is informal. Until the full texts have been seen no definite comments can 
be made. So far as can be observed up to the present the motive for the exchange 
of correspondence is probably to mitigate the tense atmosphere between the two 
countries during the past 2 years. There is no other object involved. This view | 
is supported by the circular telegram of the American Department of State to its 
Legation and Consulates abroad“ in which it is stated that between the United 
States and Japan “No negotiations were conducted in the past and no negotiations 
are being conducted now.” 

1 Hor text of message handed to the Secretary of State on February 21, 1934, 
and the Secretary’s reply, handed to the Japanese Ambassador on March 3, see 
Foreign Relations, Japan, 1931-1941, vol. 1, pp. 127 and 128. 

124 similar Belgian inquiry was made the same day (711.94/924). 
* Willys R. Peck, Counselor of Legation and Consul General at Nanking. 
4 See telegram of March 21, 5 p. m., to the Ambassador in Japan, Foreign 

Relations, Japan, 1931-1941, vol. 1, p. 129.



640 FOREIGN RELATIONS, 1934, VOLUME III 

With regard to the nonrecognition of the puppet organization the American 
Government has repeatedly declared this to be its unchanged policy. On June 
7, 1933 the Advisory Committee of the League of Nations adopted a resolution * 
relative to nonrecognition of the puppet state. The American Minister in Switzer- 
land addressed a formal report to the Secretary General of the League expressing 
agreement. We firmly believe that the American Government will certainly 
continue its past policy and will not recognize the puppet organization.’ ”’ 

J) OHNSON 

711.94/934 

Memorandum by the Secretary of State 

[Wasuineton,| April 3, 19384. 

The Japanese Ambassador called and handed me certain transla- 
tions *” of Japanese papers regarding the recent exchange of notes 
between the Foreign Minister of his Government and myself. They 
were unanimous in their favorable tone and comment. I thanked him 
for his courtesy in bringing them to me and expressed my gratification 
to learn of this favorable reaction in the press of his country. 

C[orpELL|] H[ vw] 

033.9411/291 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 726 Toxyo, April 5, 1934. 
[ Received April 21. | 

Sir: I have the honor to refer to my despatch No. 645, dated January 
13, 19384,17 in regard to the visit of Mr. Otohiko Matsukata to the 
United States, and to invite the attention of the Department to the 
frequency with which these so-called “unofficial envoys of good-will” 
are leaving for the United States in recent months. The frequency 
with which the visits are being made, combined with other circum- 
stances, indicate that the visits are officially inspired and have some 
definite object in view. 

The first of the unofficial good-will visitors during recent months 
was Prince Iyesato Tokugawa, but the Embassy is of the opinion that 
his visit was actually unofficial and was inspired by his personal friend- 
ship for the American people. The next to leave Japan was Mr. 
Otohiko Matsukata, who told me that his visit was entirely unofficial, 
but that he hoped to visit the President informally, as he had known 

% See League of Nations, Oficial Journal, Special Supplement No. 113, p. 10. 
7% Hor the Department’s instructions, see No. 2319, September 20, 1933, to the 

Chargé in Switzerland, Foreign Relations, Japan, 1931-1941, vol. 1, p. 121. 
™ Not printed.
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the President at Harvard. The newspapers, however, stated that the 
visit was undertaken under the inspiration of a group of men headed 
by Count Kentaro Kaneko and with the approval of the Foreign 
Office. The Embassy understands, moreover, that Mr. Matsukata 
was in close touch with the Japanese Embassy in Washington during 
his stay there. 

The next unofficial good-will envoy to leave will be Mr. Ryozo Asano, 
who, with his assistant, Mr. Takashi Komatsu, will sail for the United 
States on April 12th. Mr. Asano is to be one of the Japanese dele- * 
gates to the International Labor Conference at Geneva, but he stated 
recently at a farewell luncheon given by the executive committee of 
the American-Japan Society that his primary purpose in making the 
trip was not to attend the Conference at Geneva, but to visit friends 
and business associates in the United States and to endeavor to foster 
more friendly relations with the United States. He also told me that 
he hoped to visit the President, whom he knew at Campobello. 

Mr. Asano will be followed by Prince Fumimaro Konoe, the Presi- 
dent of the House of Peers, who plans to sail for the United States on 
May 17. The newspapers first stated that Prince Konoe had been 
requested by the Minister for Foreign Affairs to endeavor to promote 
Japanese-American relations and that an “expert diplomat” would 
be sent by the Foreign Office to assist him. It was also stated that 
Prince Konoe would seek an interview with the President, for the pur- 
pose of exchanging friendly greetings. Prince Konoe promptly 
denied to the press that his proposed visit had any official significance 
and stated that he was going to the United States to visit his son, who 
is attending school there, but that before leaving he intended to visit 
Prince Saionji, Premier Saito, Foreign Minister Hirota, the War 
Minister, and others, to obtain information regarding conditions in 
Japan and regarding Japan’s foreign policies, in order to avoid 
making “stupid replies to questions asked in America and thus em- 
barrassing the Japanese Government.” 

I may state with certainty that although the Foreign Office is no 
doubt interested in Prince Konoe’s visit to the United States and prob- 

ably hopes that he will help to promote Mr. Hirota’s “good-will” policy, 
the actual and primary purpose of his trip is to get away from Japan 
at a time of political embarrassment when he is being strongly urged 
by certain political groups, against his will, to form a new Govern- 
ment in succession to Viscount Saito. This fact was told me in con- 

fidence by one of the highest officialsin Japan. The ostensible purpose 
of Prince Konoe’s visit is to attend the graduation of his son from 
an American preparatory school prior to entering Princeton Univer- 
sity next autumn. I understand that Prince Konoe will take an in- 
terpreter with him as his command of English is limited.
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While it may seem unreasonable that relays of distinguished Japa- 
nese visitors should expect to be officially entertained in Washington 
and that Prince Konoe’s visit should occur so soon after that of Prince 
Tokugawa, it should nevertheless be taken into consideration that the 
former is not only the present President of the House of Peers but is 
also the first and highest noble in Japan after the Imperial Family, 
many of his forebears having been the closest advisers to various Km- 
perors in times past, and furthermore that there is every probability 
that he will eventually become Prime Minister of Japan. He is but 
49 years of age. 

This rapid succession of “unofficial good-will envoys” suggests some 
sort of inspiration, which may or may not be official. On the occasion 
of the departure of Mr. Otohiko Matsukata, the Japan Advertiser of 
January 138, 1934, stated that 

“The present unofficial goodwill mission is an outgrowth of a desire 
among a group of prominent Japanese to do something toward im- 
proving relations between the United States and this country, par- 
ticularly in view of the crisis in Japan’s international relations which 
certain official circles in this country profess to see threatening in 1935 
and 1936. One of the leaders of the group was Count Kentaro Kaneko, 
it was said, and after Mr. Matsukata consented to undertake the mis- 
sion, the group submitted its plans to the Foreign Office, by which they 
were approved.” | 

It appears that at least some of these visits have official backing. 
Another point regarding the visits which is worthy of attention is 

that the visitors are either persons who, because of student-days asso- 
ciation with the President, are in a position to request a friendly visit 
with him, or persons who, because of their high rank in Japan, can- 
not well be refused permission to call upon the President. This 
naturally brings up the suspicion that the Japanese Foreign Office, 
having found the Department of State unrelenting in its attitude to- 
ward certain Japanese policies in the Far East, has decided to abandon 
the usual diplomatic channels and is endeavoring to open new chan- 
nels directly to the President. On this point, some of the articles 
written by Mr. K. K. Kawakami, and published in Japan, are signifi- 
cant. 

In this connection I am taking opportunities discreetly to dis- 
courage the sending of such “good-will envoys” on the ground that, 
so far as I am aware, good-will towards Japan is not lacking in the 
United States and that matters of political moment between our coun- 
tries can best and more properly be dealt with through official diplo- - 
matic channels. I thought it wise to “inspire” the marked portion 
of the enclosed editorial in the Japan Advertiser,” as well as the 

* Not reprinted.
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former editorial to which it refers. The Advertiser is widely read by 
Japanese officials and its editorials may sometimes start them thinking 

along the right lines. 
Respectfully yours, JosEPH C, GREW 

711.94/940 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 732 Toxyo, April 6, 1934. 
[Received April 21.] 

Sir: I have the honor to refer to my despatch No. 702 of March 9, 
1934, in regard to the remarks of the Minister for Foreign Affairs in 
the House of Peers relative to a division of the Pacific Ocean into 
Japanese and American zones, and particularly to the last paragraph 
of the despatch, in which it was suggested that the interpellations 
of Baron Sakamoto and the reply of the Minister for Foreign Affairs 
may have been previously arranged and intended as “feelers”, in an 
attempt to ascertain the sentiment of the world toward Japanese con- 
trol of Far Eastern waters. 

I am now convinced that Mr. Hirota has some plan in mind, prob- 
ably in connection with the forthcoming naval disarmament confer- 
ences, of proposing an agreement establishing American and Japanese 
zones in the Pacific Ocean. Mr. Hirota definitely told an American 
newspaper correspondent in Tokyo (Mr. Wilfrid Fleisher, correspond- 
ent for the Vew York Herald-Tribune) that he was considering, as a 
means of improving Japanese-American relations, the division of the 
Pacific Ocean into two “zones”, American and Japanese. He added, 
however, that he had as yet not been able to formulate the plan. 

The Tokyo Ji#t on April 5, 1934, published an article purporting 
to contain the Foreign Minister’s instructions to Prince Konoe, who 
1s to leave for the United States in May and who is reported to have 
been asked by Mr. Hirota to discuss informally various matters with 
American officials. According to the Ji#, the instructions to Prince 
Konoe contained the following: 

“Japan is prepared to consider suggestions for establishment of 
neutral zones in the Pacific, and to strengthen the agreement regard- 
ing Pacific fortifications,” in an effort to maintain the peace of the 
Pacific.” 

While the above may be only an emanation from the fertile mind of 
a Japanese newspaper reporter, when taken in connection with the 
above-mentioned remarks of the Minister for Foreign Affairs to Mr. 

” See article XIX of the naval treaty signed at Washington February 6, 1922, 
between the United States, the British Empire, France, Italy, and Japan, 
Foreign Relations, 1922, vol. 1, p. 247.
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Fleisher it appears probable that Prince Konoe has been delegated 
to “feel out” the reaction of American officials and others toward 

some such proposition. 
Respectfully yours, JosEPH C, GREW 

894.00/510 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 736 Toxyo, April 6, 1934. 
[Received April 21.] 

Sir: If the Diet session, recently concluded, accomplished nothing 

else of particular importance, it did demonstrate unmistakably the 
existence of a strong feeling in Japan against the abuse of power by 
the military. This, it seems to me, is of considerable significance, 
in view of the fact that until the Diet met in January hardly a voice 
had been raised against military dominance since the outbreak of 
the Manchurian affair. For over two years the military influence 
in the councils of the nation has been paramount. Miulitary men, 
military affairs, wars past and wars probable have occupied a great 
deal of the attention of the nation during this period. Americans, 
preoccupied with the problems of domestic economic reconstruction, 
have been prone to point to these obvious signs of militarism as proof 
of the inherent belligerency of the Japanese people. Virile as the 
nation is, there is not much evidence that the Japanese are much more 
bellicose than the peoples of other strong nations, while there is definite 
evidence that there is a substratum of common sense and reason in 
this country which holds firm against extremes. 

The most distinctive characteristic of the Japanese people is their 
intense social consciousness; their discipline and unity. In this they, 
at times, show an almost sheep-like tendency to follow their leaders. 
Such a people must needs lack a well-developed critical faculty, par- 
ticularly that involving bold and independent thinking. Conse- 
quently when in September 1931 the nation was led into the gravest 
and most hazardous adventure since the Russo-Japanese war, the 
response by the general public was instantaneous and fervid. 

During these two years past, an emergency spirit has been main- 
tained, partly through the determined efforts of the military, and partly 
by the series of events which have aroused the nation;—the Man- 
churian issue, the Chinese boycott and the Shanghai affair, the Lytton 
report and the withdrawal from the League, the talk of war with 
Russia and the United States, the threat of a naval race, the mandated 
islands issue, and the trade controversy with British India. These 
events produced a national psychology bordering on hysteria, in which 
Japan seemed isolated and friendless with the whole world aligned
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in opposition. In these circumstances military preparedness seemed 
the only dependable policy for the nation, and military men were 
looked to as saviors of the country. As a speaker in the Diet stated: 
“Not to be a soldier was not to be a man.” 

The state of mind of this nation is, and has been for some time, 
abnormal. Americans have only to recall the delirious days between 
1917 and 1920 to realize that no nation is immune to mass hysteria. 
In what might be called the more normal days between 1921 and 1930, 
the soldier in Japan was steadily losing in prestige and favor. Fol- 
lowing the disastrous and expensive Siberian expedition, the soldier 
had come to be regarded as something of a social parasite. Good 
families declined to allow their daughters to marry military officers. 
Repeatedly during this period loud protests against military costs 
and the size of the military establishments were made* and the army 
had been forced to give up two divisions. Many observers believe that 
the outbreak at Mukden in September 1931 was part of the effort of 
the Army to save itself from further adversity. 

All this was changed overnight following the Manchurian outbreak. 
The soldier was immediately restored to fame and favor and has re- 
mained in that happy state until recently. 

The reaction against the military was first sensed a year ago follow- 

ing a speech in the Diet by Count Uchida ™ in which he stated in effect 
that Japan would rather be reduced to ashes before abandoning her 
position in Manchuria. This extraordinary statement, with its dire 
implications, occasioned some sober thinking in this country, and has 
contributed a new phrase to the language: “shodo gaiko” or “desperate 
diplomacy”. This phrase was freely discussed at the time of Uchida’s 
resignation, and strong hints were made that Japan had no stomach for 
any such policy of desperation in dealing with foreign affairs. 

Count Uchida was known to be hand-in-glove with the military au- 
thorities, and his resignation was undoubtedly a blow to the military 
influence. The new Foreign Minister, Mr. Hirota, has so unmistak- 
ably demonstrated his eagerness to cultivate better relations abroad 
that mere mention of the changed Japanese diplomacy is sufficient 
in this discussion. The Department will recall that shortly before 
Hirota assumed office, Mr. Shiratori, notorious chief of the publicity 
section of the Foreign Office, and Mr. Tani, Chief of the Asiatic Bu- 
reau, both closely in touch with the War Office and highly influential 

- Officials under the Uchida regime, were transferred away from the 
Foreign Office. These arch leaders of the chauvinistic element had 
split the Gaimusho into two bitterly hostile camps. Their passing 

*Embassy’s despatch No. 223 of May 9, 1931. [Footnote in the original; des- 
patch not printed.] 

* Japanese Minister for Foreign Affairs until September 1933.
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healed this split and left the more moderate camp under the new 
Foreign Minister definitely in control. 

No discussion of military influence in Japan during the past two 
years would be complete without mention of that extraordinary high- 

priest of the military cult, half-mystic and half-Spartan,—General 

Araki. His great personal influence both in military and civilian 
circles made him a unique, as well as highly dangerous element in the 
Government. Literally speaking, what he demanded was done, and 
no one, not even with the prestige of Mr. Takahashi, the veteran 
Finance Minister, could successfully oppose him. Had he decided for 

a war with Russia or the United States, there is little doubt as to what 

would have happened. 
7 But even General Araki was not immune to the new moderate spirit. 

It seems certain that he capitulated to the conciliatory policies of 

Hirota in the famous Five-Ministers Conference + last fall, following 

which this country has very apparently changed its attitude toward 

the rest of the world. But in conceding to the liberal policies, General 

Araki seems to have lost the confidence of the chauvinists in the Army 

and to have dug his own political grave. As someone has said, he 
gave the Army too many unredeemed (political) checks. Realizing 
this situation, he resigned on the score of illness which seems to have 
been no more serious than a cold. 

General Hayashi, the present Minister of War, is generally re- 
garded as an old fashioned warrior type of leader. However, his 
cautious and moderate utterances in the Diet have shown him to be 
an entirely different type from his predecessor. His appointment 
may be considered a decided step forward for the liberal school of 
thought in Japan, as opposed to the extreme chauvinist element. 

I have mentioned the reaction against Count Uchida’s declared 

policy of “desperate diplomacy”, and have digressed to touch on the 
personalities of his associates and successors, who have influenced the 
conduct of foreign affairs. An outline of other factors which have 

changed public attitude toward the military should follow. 
In Japan, as in all countries, the pendulum of public feeling tends 

to resume the norm. The public may be aroused to a high pitch of 

feeling over a given situation, but sooner or later the tautness slackens. 

This, in my opinion, is what is happening in Japan. Under the calm 
leadership of Mr. Hirota, the country has come to accept a more rea- 
soned view of foreign relations, and to discount the cries of 

“emergency” and “crisis” from the military diehards. Utterances in 

the Diet would indicate that the public now begins to feel that it has 

= Japanese Minister of War until January 1934. 
+ Embassy’s despatch No. 566, October 31, 1933. [Footnote in the original; 

despatch not printed. ]
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been tricked into an unnecessary state of agitation, and is inclined to 
blame the military for the false alarm. 

Outspoken discussions of the budget in the Diet also reveal dismay 
over the size of the military demands and the suspicion that the mili- 
tary have deliberately stirred up the people with the talk of a crisis 
in order to get the money for their own plans. The staggering cost of 
the “desperate diplomacy” is being brought home to the Japanese in 
earnest. The Army and Navy budget for the 1934-35 year is approx- 
imately Yen 940,000,000 out of a total budget of Yen 2,112,000,000. 
But more sobering is the fact that the military expenditure exceeds 
the total revenue from taxation by about Yen 150,000,000. As one 
speaker stated in the Diet: “We will have no country to defend if we 
spend all our resources on defense”. 

Curiously enough, the most heated criticism of the military in recent 
months, both in the Diet and the press, has been of military meddling 
in politics and of military indiscipline. The notorious “May 15th 
Affair” in which Premier Inukai was assassinated in a plot involving 
Army and Navy officers, caused a tremendous shock to the nation. At 
the trials the military authorities seemed to try to exploit the affair 
as a demonstration against the corruption of party government. More 
recently the public has seemed to suspect that the whole parliamentary 
structure was being undermined in favor of a movement toward fas- 
cism of a Japanese brand, led by elements in the armed forces. 
Japanese may feel disgust at the corruption of the politicians, but they 
obviously dread a fascist regime. Criticism of military interference 
with affairs of state outside of their proper ken occupied more atten- 
tion in the Diet than any other topic, barring the budget. I have 
appended to this despatch translations of selected statements 2 made 
in the Diet in this connection. They bear out practically all conclu- 
sions drawn in this despatch. 

The influential capitalistic classes have long fretted under the exac- 
tions of the military and the Army’s restrictions on the capitalistic 
exploitation of Manchuria. No extension of military or fascist author- 
ity would be pleasing to these classes. 

Finally, due consideration of the effect of military appropriations 
on the farming classes must be given in assigning causes for the 
decline of military favor. The Army and Navy draw most of their 
personnel directly from the farms, where during the past few years 
conditions have become almost intolerable, with prices falling and 
debts increasing. Relief funds appropriated in last year’s budget 
have been severely cut in the present year’s budget due to the 
pressure of military demands. Although Finance Minister Takahashi 
cleverly avoided admitting this fact in the Diet, it was obvious to all 

Not printed.
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listeners that there was not enough pie to go all around if the 
military seized a disproportionate share. 

| To the American observer, interest in this changing attitude toward 
| the military lies in the fact that the nation is obviously regaining its 

equilibrium. The tumult and shouting, the hysteria and fanaticism 
are dying down and the nation is awakening, with a throbbing finan- 
cial hang-over, to the realization that Japan has more enemies than 
friends, and that friendship must be cultivated if Japan is to avoid 
disaster. Isolation may be a proud pose, but cooperation is the surer 
path to peace and prosperity. It is this, I think, that the Japanese 
are now beginning to realize. 

One must bear in mind, however, that due to the peculiar structure 
of the Japanese constitution by which the supreme command of the 
Army and Navy lies out of the competence of the civilian government, 
and due to the character of the Japanese people, at once excitable and 
easily led, this country will remain an unstable quantity in interna- 
tional relations until time has worked more fundamental changes. 

Respectfully yours, JOsEPH C. GREW 

711.9411/4 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuinerton,| April 12, 1934. 

The Chinese Minister called to ask me whether I could give him any 
information with regard to the reports which were originating in the 
Japanese press to the effect that Japan had proposed to the United 
States a treaty of non-aggression; that this Government had sent a 
counter proposal with respect to a joint non-aggression pact, includ- 
ing the United States, China, Russia and Japan; the Minister asked 
how much truth there was in this report. 

I said that I knew of no direct proposal from the Japanese along 
the lines indicated, that, of course, something of this sort had appeared 
from time to time in the Japanese press and was in the nature, per- 
haps, of a “ballon d’essai;” further the United States had made no 
such proposal of a joint non-aggression pact. 

The Minister pressed a little further as to how such a joint pact 
would be regarded here, to which I replied that I could not speak 
for the President or the Secretary, but that, speaking personally I 
thought that if China, Japan and Russia agreed upon some such pact 
it would not be difficult for us to join; I asked Mr. Sze how he felt 
about it and whether he saw any prospect of a joint action along these 
lines. The Minister said that he had hoped the President would take 
the initiative in an effort to bring about some sort of mutual and joint
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guarantee of non-aggression, but he did not indicate that the Chinese 

Government was prepared in any way to discuss the matter at the 

present time. 
Wii11am PHILLIPS 

711.9411/5 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[WasutneTon,] April 18, 1934. 

The Italian Ambassador asked for an appointment and called on 
me this morning. He read me a telegram which he said he had just 
received from Rome in which his Foreign Office informed him that 
it had received a telegram from the Italian Ambassador in Moscow 
stating that information was in circulation in Moscow to the effect 
that the Japanese Government had proposed to the American Govern- 
ment a non-aggression pact and the American Government had re- 
plied that it would not be agreeable to a bilateral pact but would be 
agreeable to a four-power pact (United States, Japan, Soviet Union 
and China). The Ambassador asked whether I could give him any 
information. ‘ 

I replied that I doubted whether the Department would wish to 
make any statement but that I could say to him for his confidential 
information and the confidential information of his Foreign Office 
that no proposals had been received here and no such project is, on 
our part, under discussion. I requested that, if the Ambassador re- 
ported this to his Government, he especially ask them not to circulate 
or to make public any statement with regard to the matter. The 
Ambassador said that our confidence would be respected. 

The conversation there ended. 
S[rantey] K. H[ ornsecx | 

894.415 Perry/23 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 772 Toxyo, May 4, 1934. 
[Received May 19. ] 

Sir: The celebration in Japan of the eightieth anniversary of the 
signing of the first treaty with the United States, and in commem- 
oration of both Commodore Perry and Townsend Harris, has been 

* Signed at Kanagawa, March 31, 1854, Hunter Miller (ed.), Treaties and 
Other International Acts of the United States of America (Washington, Govern- 
ment Printing Office, 1942), vol. 6, p. 439.



650 FOREIGN RELATIONS, 1934, VOLUME III 

carried out in a thoroughly hearty and genuine manner. It has en- 
tailed many banquets and other meetings, and all too many speeches. 
In this respect the undersigned has been called upon to do what he 
considers as more than his rightful share, for in dealing with the 
same subject in four public addresses and three written messages the 

| streams of inspiration are likely to run dry. At any rate, it may 
safely be said that the matter has been approached from every pos- 
sible angle, the memory of the distinguished Commodore and of our 
first Consul and Minister to Japan has been highly and fitly honored, 
while “the friendly relations so happily existing between the United 
States and Japan have been cemented” as almost never before. 

The celebration opened with a Japanese-American radio hook-up 
on March 380. On this side the addresses were made by Viscount Ishii 
and myself, on the American side by Ambassador Saito and former 
Ambassador Roland S. Morris. The American program came 
through to Japan with perfect clarity. Copies of my address on that 

occasion and also at the luncheon of the combined Chambers of Com- 
merce and Industry of Tokyo and Yokohama, attended by some two 
hundred prominent officials and business men, were forwarded to 
the Department with my despatch No. 728 of April 4, 1934.2° The 
texts of the subsequent two speeches at Shimoda and before the 
America-Japan Society are to be found in newspaper clippings en- 
closed herewith.” The local press reports of all of these speeches 
appear to have been favorable. 

The meeting at Shimoda was a really inspiring affair. In attempt- 
ing to convey a picture of it to the Department I can perhaps best 
enclose a very informal excerpt from my diary of that day, as well as 
a few photographs.” ‘That meeting brought home to me the genuine 
respect in which the memory of Commodore Perry and Townsend 
Harris is held in Japan and I for one was very much moved by it all. 

Respectfully yours, JOSEPH C. GREW 

711.94/970%4 

Memorandum by the Secretary of State 

[WaAsHINGTON,| May 16, 1934. 

In, accordance with his personal request made of me prior to the 
middle of April for a confidential and purely informal conversation 
about affairs as they exist between his Government and the Govern- 
ment of the United States, I met the Japanese Ambassador at my 

* Not printed. 
* Not reprinted.
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apartments in the Carlton Hotel by appointment this morning. The 
Ambassador had specially requested that this conversation be en- 
tirely confidential, not made of record, and not conveyed to anybody. 
With only a word or two of preliminary conversation, the Ambassador 
proceeded to refer to his original suggestion that we have this con- 
versation with a view to seeing whether different questions with 
respect to the relations between our two governments might not be 
simplified, and perfect and permanent relations of understanding and 
friendship be developed between the two countries as a result. 

He then handed me three pages of manuscript, unsigned,?” which 
he said was to be treated in the same manner as the whole conversation. 
I read the manuscript, and then commented to the effect that I found 
it a very interesting paper and would be disposed to examine the vari- 
ous topics contained in it with care and interest. There was no at- 
tempt on my part to make the slightest commitment in any way, nor 
to advance counter proposals or topics in any affirmative manner. 
I did, purely in a tone of inquiry, bring a number of considerations 
to the attention of the Ambassador. After I read his manuscript, he 
remarked that his people had been led to believe, to a more or less 
extent, that the United States in the past had sought to checkmate his 
country in most all of its plans, ideas, or moves in the way of progress 
externally, which I construed to mean political and military expan- 
sion or expansion by force or its equivalent. 

T remarked that we were living in a highly civilized age, and that 
my country, for example, was exerting every effort as rapidly as 
possible to condemn, repudiate, and discard any and every practice, 
policy, or utterance that might be reasonably calculated to give just 
or reasonable ground of complaint to any other people or country; 
that it was our attitude to condemn and abandon just as rapidly as 
possible a number of practices towards different Latin American 
countries which had given rise to friction, misunderstanding, and ill- 
will between our country and those affected; that human progress 
and civilization called for just such reforms and that this was the 
way my government and my people felt; and that we had no notion 
of turning back to those irritating and trouble-breeding methods 
which at times my government had applied to different countries in 
Latin America. 

I commented further, at the same time emphasizing that I was only 
offering this comment in the form of an inquiry which at present did 
not call for an answer, on the grave crisis in almost every conceivable 
way through which the world was passing; and remarked that some 

oat text of memorandum, see Foreign Relations, Japan, 1931-1941, vol. 1, 
Dp. . 
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months ago an American citizen stepped into an aeroplane and sailed 
away, but that inside of eight days after flying around the world and 
over Japan, the Ambassador’s own country, this same American 
alighted back at the station in the United States from which he had 
started ; that formerly, and until very recently, England, for example, 
had felt herself isolated and secure from any ordinary interference 
with the Channel between her and Western Europe, whereas it was 
now patent that a fleet of 2000 bombing planes, probably carrying ex- 
plosives of infinitely more powerful force than any heretofore used, 
could with perfect ease and convenience fly from many of the capitals 
of Western Europe to London, blow that city off the map, and return 
within a few hours time to their base. I said that twenty years ago 
no human being. with the wildest stretch of imagination could have 
visualized the smallest part of the amazing changes that had taken 
place in every part of the world during this period, and that only the 
Lord could begin to visualize the even more startling changes that 
might reasonably take place during the next twenty years; that amidst 
these amazing changes the more highly civilized nations had corre- 
spondingly greater responsibilities and duties, both from the stand- 
point of their own progress and well-being and that of the world, 
that could not be dodged or evaded; and that no notion need for a 
moment be entertained that my country, or his, or any other one 
country, no matter how highly civilized, could securely keep itself 
above the much lower level of world affairs, leaving them, and all of 
the people of other countries to undergo a steady state of decline and 
even collapse, without that civilized nation itself being drawn down 
in the vortex. 

I stated that this meant that since there were no two more highly 
civilized countries than Japan and the United States, their own self- 
preservation, as well as their world responsibility, called for the ut- 
most breadth of view and the profoundest statesmanship that their 
biggest and ablest statesmen could offer; that, faced with these un- 
precedented problems and conditions, it was all-important that his 
statesmen and mine should be broad-gauged enough to understand 
each other’s problems and conditions, as well as those of the world, 
and to have the disposition and the will to deal with them in such 
capable manner as would avoid misunderstanding or material dif- 
ferences and promote both national and world progress; and that 
in no other way could countries like J apan and the United States, 
which were at present the trustees of the greatest civilization in his- 
tory, make such showing as would give them a creditable place in the 
future history of the world. I said that, of course, Great Britain and 
other countries had their wonderful civilization, which I was not even
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remotely minimizing, but that Great Britain in particular was at 
present, and would be perhaps for some time to come, deeply engrossed 
with the serious and dangerous political, economic, and peace prob- 
Jems in Western Europe. 

I repeated from time to time that I was only commenting in a general 
and inquiring way, and the Ambassador indicated his agreement with 
my utterances without elaborating upon them. I further commented 
in the way of professed inquiry that in all of these circumstances— 
together with another important circumstance, which was that Japan 
with her 65 million people was surrounded by over a billion of the 
world’s population which was living chiefly in a very primitive con- 
dition, and that the economic, social, and political rehabilitation of all 
these peoples involved vast needs of capital and of other phases of 
material cooperation, with the result that these needs were and would 
be so vast that no one country could supply them within a number of 
generations—I was wondering, therefore, as to just how rapidly Japan 
would deem it either necessary or wise to expand with her commerce. 
T left the implication broad enough to include political and other kinds 
of expansion. I then elaborated just a little further about the huge 
undertaking that would be involved, and said that in the meantime 
nobody could predict what would be happening to the world in an 
infinite number of ways which would call for the utmost cooperation, 
on the part of civilized nations. 

I agreed to confer further with the Ambassador at my apartments 
in the Carlton Hotel after examining the manuscript. 

C[orpet.| H[ ot] 

711.94/960% 

Memorandum by the Secretary of State 

[WasHineton,| May 29, 1934. 

In accordance with the original personal request of Ambassador — 

Saito that he and I confer individually, in strict confidence and not to 
be recorded, with regard to the relations between Japan and the 

| United States, the Ambassador, upon my invitation, called at my 
apartments at the Carlton Hotel for a second personal conversation. 
Ambassador Saito had at our first conference handed me a written 

memorandum,” to which I referred in the account of our first conver- 
sation. The memorandum contained eight points or topics. The list 

78 eer text of memorandum, see Foreign Relations, Japan, 1931~1941, vol. 1, 
p. 282.
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of these eight topics, parallel with my replies and comment in substance 
Just opposite each, were as follows: 

SAITO | Hout 

These are entirely my private Taking up the points made in 
thoughts: your memorandum, in the order 

in which they are set forth, my 
thoughts are as follows: 

(1) There are too much suspi- . (1) Ishare your view that there 

cion and fear between the United 1s too much suspicion and fear be- 
States and Japan at present and tween the United States and Ja- 
some governmental action to dis- pan, and I believe that effort on the 

pel such feelings on both sides is part of both governments toward 
very desirable. dispelling such feelings is desir- 

able. 
(2) The impending naval dis- _ (2) That the impending naval 

armament problem can most hap- disarmament problem could more 
pily be approached after some happily be approached if there 
such measure is taken. were not such feelings is of course 

true. 
(3) American suspicions as to (8) American suspicions with 

Japan’s motives are essentially regard to Japan’s motives arise 
these: That Japan has aggressive from observation in this country 
designs on the Asiatic Continent of Japan’s courses of action, and 

* and that Japan may even be court- these suspicions are not peculiar 
ing war with the United States— to the United States: they coincide 
which are not true. with those which also have devel- 

oped elsewhere. 
(4) Japanese suspicions as to (4) It is our belief that what 

American motives are essentially is most needed toward removing 
these: That the United States con- and preventing suspicion and mis- 
stantly tries to obstruct Japan understanding and fear between 
from working out her national the United States (along with 
aim, which is nothing but the es- other countries) and Japan is the 
tablishment of peace and order in development of a coincidence of 
the Far East; that the United attitude and effort with regard to 
States has been giving undue en- the problem of creating and main- 
couragements to China to take a taining conditions of peace. As 
defiant attitude against Japan— you have stated, Japanese susp1- 
which are not true. cions that the United States con- 

stantly tries to obstruct Japan and 
that the United States has been 
encouraging China to take a defi- 
ant attitude against Japan are not 
warranted by the facts. The 
American Government has been 
and is earnestly and sincerely 
working, as are many other gov- 
ernments, for the establishing and 
maintenance of conditions and ma- 
chinery of peace in the whole — 
world, including the Far East.
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Certain of the activities in which 
Japan has engaged have given the 
impression that Japan’s national | 
aim is to achieve the advancement 
of Japan’s interests, as conceived 
by Japan, at the expense of other 
countries, especially of neighbor- 
ing Asiatic countries, and particu- 
larly of China. It is our belief 
that, if, in pursuit of a policy of 
establishing peace and order in the 

. Far East, Japan would avoid giv-— 
ing ground either in fact or in ap- 
pearance for the belief on the part 
of her Asiatic neighbors that Ja- 
pan’s objectives imperil their na- 
tional security and on the part of 
the other powers that Japan vio- 
lates or threatens to violate their 
rights and interests, all misunder- 
standing on that score and in that 
direction would disappear. 

(5) Japan and the United (5) Confidence is a state of : 
States should repose full confi- mind which rests upon impres- 
dence in the sincerity of the peace- sions. Sincerity is a matter of 
ful motives of each other. the heart. The people of any 

country form their impressions of _. 
the motives of another country 
from their observation of acts and 
of words. For the production of 
an impression of sincerity, acts 
and words must be in harmony. 
Japan and the United States can 
best convince each other that their 
motives are peaceful by making 
both their words and their courses 
of action those of peace. , 

(6) Trade relations between the (6) Trade relations between 
two countries are fortunately com- Japan and the United States are 
plementary, highly beneficial to fortunately in most fields comple- : 
both and should be promoted. mentary; they are beneficial to 

both countries; and they should 
be promoted in every legitimate 
way—but with due regard always 
for the rights and interests of 
other countries and without inter- 
ference by either country with the 
trade of the other with other 

. countries. 
(7) Upon these premises, can- (7) I am inclined to question, 

not a joint declaration be now in principle, the value of bilateral 
made by the United States and declarations of policy. The many 
Japanese Governments?—in some countries which make up the fam-— 
such sense :—
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(a2) Both Governments will co- ily of nations have in recent years 
operate with each other to pro- been drawn so closely together 
mote trade to the mutual advan- that each is essentially the neigh- 
tage of the two countries and to bor of all. Every country of im- 
make secure the principle of equal portance has substantial relations 
opportunity of commerce in the not with one other country alone 
Pacific Regions. but with several or many other 

(5) Both Governments, having countries. It is desirable that 
no aggressive designs whatever, every country have friendly rela- 
reaffirm the pledges each to re- tions with all countries with which 

spect the territorial possessions it has contacts. oo. 
and the rights and interests of the |The rights and gbligations of 
other, and restate their determina- the states members of the family 

tion that the two countries should of nations beyond their own bor- 
ever maintain a relationship of ders are tending to become gen- 
peace and amity. eral. The conclusion between any 

(c) Both Governments mutu- two countries of a special agree- 
ally recognize that the United ment on political lines has a tend- 
States in the eastern Pacific re- ency to create in fact or in ap- 
gions and Japan in the western Pa- pearance a special situation mean- 

| cific regions are principal stabiliz- ing or implying that the relations 
ing factors and both Governments between the two are closer than 
will exercise their best and con- are those between each of them 

| stant efforts so far as lies within and other countries; it tends to 
their proper and legitimate power constitute them a special group 
to establish a reign of law and and to signify that there exists 

: order in the regions geograph- between them a special community 
ically adjacent to their respective Of interests and objectives pecu- 
countries. ‘liar to them and not shared by, 

assented to, or open to others. 
The American people have always 
been adversely disposed toward 
the theory and the practice of po- 
litical alliances. This country has 
entered upon and is party to a 
considerable number of multilat- 
eral agreements with regard to 
policies, and it probably will en- 
ter into more of such agreements 
in the future. But, in the making 
of bilateral agreements, it has re- 
stricted itself for the most part to 
the conclusion of agreements for 
the general or particular regula- 
tion of relations between itself 
and, in each case, the other coun- 
try party thereto. For the regula- 
tion of relations between Japan 
and the United States, there are 

| in effect today a number of agree- 
ments, among which are the ex- 
change of notes (Root-Takahira)
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of November 30, 1908,°° and the 
Treaty of Commerce and Naviga- 
tion of February 21, 1911. Re- 
cently the Minister for Foreign 
Affairs of Japan addressed to me, 
under date February 21, 1934, a 
letter * in the course of which he 
outlined at length and greatly to 
my gratification various impor- 
tant features of Japan’s foreign 
policy. In reply, I addressed to 
the Minister for Foreign Affairs, 
under date March 3, 1934, a let- 
ter *8 in the course of which I out- 
lined similar important features 
of the foreign policy of the United 
States. In the course of that ex- 

| change, each of us declared em- 
phatically and unequivocally that 
his country had no aggressive de- 
signs against any other country. 
It seems to me that in the texts of 
these various documents there is 
to be found as full and complete 
affirmation as could be made in 
any or in many joint declarations, 
by each of our Governments, of 
commitment to the principle of 
amity and friendship and peace 
in the relations of our countries 
to each other and to all countries. 
I said: “I am glad to take this 
opportunity to state categorically 
that the United States on its part 
has no desire to create any issues 
and no intention to initiate any 
conflict in its relations with other 
countries.” I meant just that. I 
do not believe that I could express 
more unequivocally the fact that 
this country has no thought of 
aggression against Japan or 
against any other country. 

Neither the Government nor the 
people of the United States have 
conceived that it is a right or a 
duty or an intention of the United 
States to establish a reign of law 
and order in regions geographi- 

*° Foreign Relations, 1908, p. 510. 
* Tbid., 1911, p. 315. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 127. 
*Ibid., p. 128.
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cally adjacent to this country. We 
would not wish to make assertion 
of that right or to entertain such 
an objective now or in the future. 
It would be impossible for me to 
give encouragement to Japan to- 
ward the assertion by it of such a 
right or the prosecution by it of 
such an intention in regions geo- 
graphically adjacent to it. The 

| tendency among nations today is, 
it seems to us, away from rather 
than toward such concepts and 
practices. The tendency today is 
toward the concept that the prob- 
lem of promoting conditions of 
law and order while conserving 
the fundamental rights of all na- 
tions and the problem of bringing 
about and maintaining peace any- 
where and everywhere are prob- 
lems of common interest and con- 
cern to all nations. 

(8) If such a joint declaration (8) I cannot believe that the 
can now be made, all war talk will making of such a joint declara- 
immediately be silenced, the psy- tion, if it were possible, would, 
chology of men will undergo a when it had been made, have the 
change and whatever question effects which you suggest. Such 
may arise between our two coun- declarations have been made be- 
tries will become capable of an fore, both between our two Gov- 
easy solution. China will begin ernments and _ between others. 
to see that she can no longer rely They have not had consequences 
upon her time-honored policy of such as you predict for such a 
setting one Power against an- declaration if made now. To put 
other. Not only so, but peace of an end to talk of war, countries 
the Pacific Regions will thereby be must demonstrate that they abhor 
lastingly established—a signa] use of force and will resort to it 
contribotion to world peace. only if attacked. The United 

States has at no time aligned it- 
| self with China against Japan; I 

perceive no reason why it should 
align itself with Japan against 
China. The peace of the Pacific 
will be assured when all countries 
there concerned make it their 
fixed policy to abide in their rela- 

| tions with each other by the pro- 
fessions of article II of the Pact 
of Paris. If Japan and the 
United States each wish to avoid 

| conflict and to have peace, there 
is no need for a joint declaration 
of policy by the two Governments.
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If either of them entertains any 
other motives, the making of such 
a joint declaration by them would 
have only a misleading and ephem- 
eral effect in connection with the 
problems which exist or which may 
arise between them. 

The American Government will 
continue to give, as 1t has given in 

: the past, earnest thought to ways 
and means calculated to dispel 
suspicion by the Japanese people 

. of American motives and action 
in the Far East. That full meas- 
ure of mutual respect and confi- 
dence which it is the endeavor of 
the people and Government of the 
United States to make prevail in 
their relations with other peoples 
and governments must, in our 
Opinion, rest upon approximate 
similarity of objective and of 

- method. We sincerely hope, 
therefore, that it may be possible 
for the Japanese Government to 
join with us and with the other 
great powers in cooperative effort 
to ensure peaceful approach to 
and peaceful disposal of the many 
problems which are inherent in 
the complexity of and delicacy of 
international relations under pre- 
vailing modern conditions. 

It is our belief that it is to the best interest of Japan and of the 
United States and of all concerned that Japan be an active partici- 
pant in the councils and the efforts of the nations in dealing with 
problems of world concern, and that, as such, Japan place confidence 
in and enjoy the confidence of the other nations. We shall make it 
our effort to encourage adoption by the Japanese people of that view 
and adoption of it by any others who may be in doubt or may hold 
a contrary view. Japan has in recent years acquired, whether de- 
servedly or not, a reputation for truculence and trouble making. 
There was before 1931 in many quarters suspicion of Japan. Events 
in Manchuria, Japan’s withdrawal from the League of Nations and 
statements made on and after April 17 of this year by various Japanese 
officials,** along with statements which are frequently made by other 

Japanese leaders and in the Japanese press, have tended to give the 

* For correspondence on this subject, see pp. 112 ff.
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impression that the suspicions were warranted. It is “up to” Japan 
to live down and remove these impressions. We are willing to be of 
assistance. But this effort will take time and it cannot be made 
successful merely by use of words. One thing that might help a great 
deal would be avoidance of use of words in various connections where 
words do more harm than good: I refer especially to what may be 
called arguing in public back and forth across the Pacific. 

IT am giving constant thought to discovery and devising of ways 
and means whereby Japan and the United States can be of help to 
each other without sacrifice by either of its own interests and with 
advantage to both. [End of statement by the Secretary of State.] 

At the conclusion of the foregoing conversations, the Ambassador 
expressed some disappointment that the United States Government 
did not feel justified in indicating that its policy would be such that 
Japan would not be attacked or seriously threatened in a military 
way in the Orient, so that he and others of his government could quiet 
public sentiment by assuring them of such policy. I reiterated in 
reply a second or third time that my government felt constrained to 
rest its attitude absolutely on the statement which I transmitted to 
Foreign Minister Hirota on or about April 28, 1934,25 which state- 
ment succinctly and comprehensively defined the rights, interests, and 
obligations of the United States in the Orient. I also emphasized the 
view that both countries must proceed by acts rather than words to 
satisfy the other of its real attitude; that the exchange of personal 
notes between Hirota and myself some weeks ago afforded the broadest 
and deepest possible foundation on which to build better understand- 
ing and the closest friendly relations; and that so many treaties in dif- 

| ferent parts of the world were being violated or ignored that it was all 
the more important and necessary for nations to act rather than talk if 
they were to improve relationships. I further emphasized and re- 
emphasized the view that not only my country but most countries were 
in doubt as to what would become of their equality of trade rights 
in the Orient in future years if the avowed purpose of Japan for domi- 
nant overlordship of Eastern Asia, in the sense that Japan insists 
on superior and paramount authority, should be brought about and 
acquiesced in by the balance of the world at this time; that this grave 
doubt was accentuated by the fact that, while proclaiming the doctrine 
of the law of manifest destiny and the right of superior authority in 
Eastern Asia, there was in almost the same breath a loud demand 
for a big Japanese navy on a parity with that of England and the 
United States; and that these considerations would render it extremely 
difficult to convince the people in any country outside of the Orient 

See telegram No. 59, April 28, 7 p. m., to the Ambassador in Japan, Foreign 
Relations, Japan, 1931-1941, vol. 1, p. 231.
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that their governments should acquiesce in the proposals claimed by 
many Japanese leaders for such superior authority in Eastern Asia 
as might probably soon develop into still wider authority in other 
respects than the maintenance of peace and order, and with the result 
that equality of trade rights in the Orient of the balance of the world 
might be seriously interfered with. I said that that point was very 
definitely in the minds of my country and my government in addition 
to its interest in peace conditions in every part of the world. I called 
the Ambassador’s attention to the work for peace that my government 
was striving in a purely inoffensive way to perform both at Geneva 

and in the South American Chaco for the reason that all civilized 
nations, whether they realized it fully or not, were seriously interested 
in the important phases of peace the world over. 

C[orpeLtL] H[ ui] 

711.94/9604 

The Secretary of State to President Roosevelt 

WAsHINGTON, June 9, 1934. 

My Dear Mr. Presipent: I send you herewith a copy of a memo- 
randum of my conversation with the Japanese Ambassador held on 
May 29, 1934.%° 

This was in reply to a proposal which the Ambassador had made in 
a “secret and strictly confidential” memorandum which he handed to 
me on May 16* that the American and the Japanese Governments 
make a “joint declaration” of policy. My reply was, in brief, that we 
could not adopt that suggestion, but in making that reply I took 
occasion to comment at considerable length upon some of the points 
which he had made and to express and emphasize the view that the 
real test of friendship and of friendly intention between the two coun- 
tries is to be found in action rather than words. 

At this moment we have indications that the Ambassador is not in- 
clined to accept as final my expression of the view that we cannot act 
upon his suggestion that there be made a joint declaration and that 
he may be contemplating appealing to you in the hope that you will 
be more responsive to his effort. That was what Viscount Ishii did 
in 1918,* appealed to the President after the Secretary of State had 
expressed himself adversely to the making of a joint declaration of 
policy, with the result that there was concluded at that time the Lan- 

% Supra. 
For text of memorandum, see Foreign Relations, Japan, 1931-1941, vol. 1, 

- hor correspondence relating to Viscount K. Ishii’s special mission to the 
United States in 1917, see Foreign Relations, 1917, pp. 258 ff; ibid., The Lansing 
Papers, 1914-1920, vol. 11, pp. 482 ff,
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sing-Ishii Agreement **°—which Agreement resulted in no end of con- 
fusion and embarrassment. I feel that it is highly desirable that you 
give the Ambassador no encouragement to think or to report to his 
Government that you are favorably disposed toward his project. Al- 
ready certain Japanese newspapers have stated that you made a prom- 
ise to Viscount Ishii when he was here last year which promise the 
American Government has not kept. You of course made no such 
promise, but the likelihood is that the slightest indication of willing- 
ness to take the matter under consideration will be construed or be 
represented by Japanese officials concerned as a favorable assurance. 

Faithfully yours, CorpeLL Hutu 

811.001 Roosevelt Visit/18a : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WasHINGTON, June 11, 1984—noon. 

94, Regarding press reports that it was intimated at White House 
luncheon on June 8 that the President contemplates or desires meeting 
at Hawaii for discussion high officials from Japan, there is no basis 
in fact and it has been reported to Department that Japanese Ambas- 
sador and Prince Konoye have already made denial. The President’s 
trip is to be recreational, not political. , 

You may use the above in whatever connection you deem desirable. 
PHILLIPS 

811.001 Roosevelt Visit/19 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, June 13, 1934—5 p. m. 
[Received June 183—7: 03 a. m.] 

122. Department’s 94, June 11, noon. As a matter of principle it 
generally seems preferable to let such stories die a natural death and 
not to issue statements from the Embassy. In the present case, how- 
ever, there appear to have been certain influences intent upon keeping 
the story alive. The Foreign Office spokesman this morning told 
the correspondents that the Foreign Office had received a telegram 
from Saito the contents of which he could not divulge but that he 
understood that the President had not talked about inviting Hirota 
or other Japanese officials to Honolulu. He added significantly that 
“that is the situation up to today.” 

” For text of notes signed November 2, 1917, see Foreign Relations, 1917, pp. 
eh for text of protocol, see ibid., The Lansing Papers, 1914-1920, vol. 1,
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In view of Hirota’s semi-humorous observations to certain news- 7 
paper correspondents yesterday reported to the United States by the 
Associated Press to the effect that if invited to Honolulu he might 
accept, a public statement by the Embassy at this moment would be 
interpreted as an open rebuff. The whole story is presumably a trial 
balloon and should die of inanition. Unless otherwise instructed I 

shall be guided by developments. : 
GREW . 

711.94/970a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WaAsHINGTON, June 15, 1934—7 p. m. 

100. On May 16 Japanese Ambassador handed me a “secret and 
confidential” memorandum “ purporting to represent certain “private 
thoughts” suggesting that the American and Japanese Governments 
make a “joint declaration” of policy. On May 29 I informed him 
orally but definitely that we could not adopt that suggestion. Details 
follow by pouch. 

On June 13 the Ambassador was received by the President in fare- 
well call. I was present. No matters of policy discussed. 

Hot 

811.001 Roosevelt Visit/19 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHIneron, June 15, 1934—8 p. m. 

101. Your 122, June 18, 5 p. m., and previous. Believing that the 
procedure of “trial balloons” and associated practices is overworked 
by the Japanese Embassy here, and noting that stories on this subject 
apparently persist in the Japanese press, Department believes that you 
should inform Hirota orally that the President has no thought of 
having conferences with Japanese officials during his cruise. Unless 
you perceive definite objection, please do this and take occasion to 
suggest the view that public statements and hints to the press by 
responsible officials speculating or provoking speculation with regard 
to possible future events involving matters of high policy do more 
harm than good to the cause of improving relations between our two 
countries. 

Hut. 

5 at text of memorandum, see Foreign Relations, Japan, 1931-1941, vol. 1, 
p. °
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811.001 Roosevelt Visit/24 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, June 18, 1934—noon. 
[ Received June 18—1: 45 a. m. | 

128. Department’s 101, June 15,8 p.m. Owing to Hirota’s absence 
from Tokyo over the week end I carried out the Department’s instruc- 
tions at the earliest moment this morning. The Minister said that 
the press had obviously been very desirous of arranging a meeting in 
Honolulu and that press despatches from the United States had tended 
to keep speculation alive. I said I presumed that he had in mind the 
unreliable despatches of Kawakami to which he assented. The Min- 
ister said that he had inquired of Saito as to the basis of the rumors 
and that having received a reply to the effect that the President’s trip 
is to be solely recreational he is taking steps to put an end to the local 
press speculations. The Department’s views were explicitly set forth 
by me in the conversation. 

GREW 

711.9411/8 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, June 22, 1984—1 p. m. 
[Received June 22—1:47 a. m.] 

181. The “high official” who made to Fleisher the statement cabled 
by him to the New York Herald Tribune yesterday concerning Japan’s 

: desire for a nonaggression pact with the United States was the Vice 
Minister for Foreign Affairs. 

GREW 

711.94/964 

. Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the Japanese Ambassador 
(Saito) | 

[WasHIneTon,| June 26, 1934. 

The Ambassador called at my office by way of farewell yesterday. 
As I was at that moment absent, I called at the Japanese Embassy 
this morning. 

In the course of our conversation there was brought up no matter 
of great immediate importance. I took occasion to say to the Am- 
bassador that there were, in addition to various matters to which I 
knew that he was giving thought and attention, some two or three
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matters which he might like to think about during and in connection 
with his trip to Japan: 

First, the question whether the Japanese Government might be in- 
terested in the negotiation and conclusion between Japan and the 
United States of a consular convention." This seemed to be something 
of which the Ambassador had not thought. After some discussion, 
the Ambassador stated that he would give the question attention. 

Second, the question of free access by foreign vessels, particularly 

naval vessels, to the area of the Japanese Mandated Islands. I ex- 
plained to the Ambassador that this question had not been brought to 
the front, so far as I knew, at any time since he had come here as 
Ambassador; but that in the past it had on several occasions been 
brought up by American naval authorities, which authorities (and I 
understood also British and other naval authorities) had sought free 
access for naval vessels to harbors of and waters around the Japanese 
Mandated Islands.“ This the Japanese Government had always re- 
fused. From time to time our naval authorities bring this matter to 
the attention of the Department of State. It seemed to me that it 
might be useful for the Ambassador while he is at home to look into 
the question and see whether anything could be done, without creating 
excitement or ill feeling, toward removing this cause of suspicion and 
basis for allegations on the part of foreign critics of Japan, and at 
the same time toward affording a convenience to foreign ships and 
creating good will and confidence. The Ambassador gave the ap- 
pearance of knowing little or nothing about the history of this ques- 
tion. I therefore gave him some account of its history and of argu- 
ments which had been made, some through diplomatic channels and 
some in the press. The Ambassador finally said that he would give 
the matter his thought and attention. 

Third, I said that some of us here had long had on our minds a 
question the mention of which is a matter of some delicacy. We have 
been worried by, and, to be frank, annoyed over some developments 
in the field of propaganda, in connection with Japanese-American 
relations, both in this country and in Japan. We have felt, in par- 
ticular, that there is in the press in Japan a good deal of misrepre- 
sentation, some of it doubtless in consequence of ignorance or mis- 
understanding and some of it probably deliberate, of thought and at- 
titude in this country with regard to Japan and of developments here 
in the field of American-Japanese relations. The Ambassador said 
that he quite agreed that such was the case. I then went on to say 
that I was sure that it must be evident to the Ambassador that there 
is not in this country, except among a very few people (and there in 

* See also pp. 839 ff. 
“See Foreign Relations, 1938, vol. ru, pp. 748 ff.
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negligible amount), any animus against Japan, and that neither the 
people nor the Government of this country has any thought whatever 

of entering upon any course of aggression toward or against Japan. 

The Ambassador said that he quite realized this. I then said that both 

he and I know that the matter is often and at great length otherwise 
represented in the press in Japan. The Ambassador indicated assent. 
I then read to the Ambassador a paragraph from a note of comment 

by Mr. Owen Lattimore in the current number of Pacific Affairs, 

which reads: 

“Western propagandists in the East, and Eastern propagandists in 
the West, can no longer do anything but harm. The need of our day 
is for better Chinese, Japanese and Russian journalists in Europe and 
America—not to tell us about their countries, but to interpret us to 
their own countries. We need—and we have not begun to get enough 
of them—Western journalists who can understand Japanese politics 
and economics as the Japanese understand them, interpret the con- 
flicting forces of Chinese history and Western pressure by Chinese 
standards, and feel the creative, formative period in Russia as the 
peoples of the Soviet Union feel it—or as Duranty * feels it.” 

I said that it struck me that the suggestion which Mr. Lattimore makes 
there is one which all of us who are struggling with problems of re- 
lations between Japan (and other countries of the Orient) and the 

: United States may well ponder. The Ambassador said that the sub- 
ject was one to which he gave much thought. I said that I thought 
that governments might do a good deal toward improving the situa- 
tion. The Ambassador said that he thought so too. He then ad- 
vanced the view that the concluding of agreements by governments 
would be helpful toward signalizing to the peoples concerned and to 
the world that relations are amicable and making of trouble is not 
intended. I advanced the opinion that the reading public takes “in 

its stride” its reading of news of the conclusion of an agreement; it 
makes passing note thereof; its eyes then go on to the next item of 
news and, having seen on one day only the news that an agreement 
has been concluded but seeing day after day articles and books filled 
with conjectures of suspicion, erroneous and misleading information, 

incitement to fear or to hostility, etc., etc., the net result is that the 
concluding of an agreement does not very materially impress the pub- 
lic, whereas a constant stream of propaganda develops conviction. 

The Ambassador said that Mr. Hirota had done a great deal toward 

putting an end to the publishing of war fiction, etc. I said that we 
had observed this fact with gratification; that the Japanese Govern- 
ment had more authority in such matters than had we; that they could 
command whereas we could only persuade; that fortunately there had 

“8 Walter Duranty, Moscow correspondent of the New York Times.
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been in this country a paucity of objectionable war fiction; that if at 
any time that type of thing appeared in this country it would be 
without the approval of and, where our disapproval could be mani- 
fested, with the disapproval of the American Government. 

At this point I said that I knew that the Ambassador must be very 
busy and that, wishing him a pleasant and profitable summer, I would 
be on my way. The Ambassador said that he would give his best 
thought to the matters which we had discussed. 

S[rantey] K. H[orneecxk] 

711.94/961 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, June 29, 1984—2 p. m. 

106. Under date June 26 Peiping telegraphs that United Press 
despatch from Washington reports that Saito is returning to Japan 
after sounding out the President and the Secretary of State in regard 
to proposals relating to (a) negotiation of a mutual non-aggression 
pact; (6) a good will and non-competition declaration based on a 
trade understanding; (c) negotiations in regard to Manchukuo and 
the Philippine Islands; and (d) discussion of Japanese and American 
relations with China. 

The Department is telegraphing Peiping for its information and 
guarded use only that this report is entirely misleading; that it is 
apparently the most recent of a series of attempts made by a certain 
interested party to create through the vehicle of the press an im- 
pression of diplomatic achievement where there has in fact been none 
or to draw from us a statement of our views; that these stories seem 
to us to be mischievous in net result; that at times we consider it appro- 
priate to issue denials but as a general rule it seems preferable to 
ignore the stories; and that there has been no negotiation about 
anything. 

How 

500.A15a5/154 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 883 Toxyo, July 5, 19384. 
[Received July 23.] 

Sir: I have the honor to report that the progress of the preliminary | 
naval conversations in London between the United States and Great 
Britain has been followed with the greatest interest in this country 
and there is a perceptible hardening of public opinion on the question 
of abolishing the ratio principle and demanding parity in defense. 

748408—50—VOL. 111-48
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The reported divergence of views between the Foreign Office and the 
Navy Department over the question of abrogating the Washington 
Naval Treaty * has apparently been adjusted following a conference 
between Mr. Hirota and Admiral Osumi, Minister of the Navy, on 

June 26 according to the Asahi. A statement was given out after- 
ward in which Admiral Osumi is reported to have said: “The Foreign 
Office and the Navy Department are in perfect agreement regarding 
the naval disarmament situation; there is not the slightest lack of 

Harmony. Any rumor to the contrary has absolutely no basis.” 
On the other hand, at the end of June an incident of considerable 

significance occurred when some sixty high ranking officers of the 
Japanese Combined Fleet which was at the time engaged in naval 
maneuvers off Kyushu addressed a joint communication through the 
Commander in Chief of the Fleet to Admiral Osumi, Minister of 
the Navy, to Admiral Kanji Kato, member of the Supreme Military 

Council, and to Fleet Admiral Prince Hiroyasu Fushimi, Chief of the 
Naval General Staff, expressing the will of the fleet with regard to 
the forthcoming naval conference next year. The two main points, 
as quoted in the press were as follows: 

1. It is most desirable that in facing the 1935 naval disarmament 
conference Japan, in order to liberate herself from the existing 
treaties, should serve notice of the abrogation of the Washington 
Naval Treaty at the earliest opportunity which presents itself and 
that strong unified measures should be taken immediately for securing 
independent rights in national defence and establish the principle 
of equality for armament rights. 

2. In order effectively to cope with the present important situation 
it is most desired that a Cabinet should be organized which is capable 
of removing internal political unrest immediately and administering 
fair and strong policies with the whole-hearted confidence of the 
entire nation. 

The significance of this unprecedented action is great in that it 
reveals the difficulties with which the conduct of the nation’s foreign 
affairs by the Foreign Office is faced. While the control is being 
wrested painfully and by slow degrees from the military in Japan 
it is evident that the military die hard and that the spirit is as un- 
yielding and adamant as ever. It is believed that this joint com- 
munication was signed and transmitted by the superior officers of 
the fleet—it was signed by those having the rank of Captain or 
higher—in the fear that the younger officers might take more hasty 
and less considered action. It must also be realized that this action 
was taken in the face of the recent resignation of the Navy Depart- 
ment’s spokesman who was forced out because of his contravention 

* Hmbassy’s despatch No. 838 of June 14, 1984, [Footnote in the original; 
despatch not printed. ]
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of the regulations in making a statement relating to the internal 
political situation.+ It is not known what attitude the naval authori- 
ties will adopt toward this communication. 

The press continues to issue warnings that Japan will refuse to 
participate in the 19385 Conference unless the present ratios are 
abolished. The Michi Nicht Shimbun says that Japan’s opposition 
to maintenance of the present naval ratios will be made even at the 
cost of non-participation in the Conference. “Should Britain and 
the United States insist on extension of the Washington and London 
Pacts ** with maintenance of the present ratios as a prerequisite, 
Japan would withdraw not only from the main conference but even 
from the preliminary parley immediately and wait for the reconsid- 
eration of the United States and Great Britain. Such is the Japanese 
policy.” 

There was immediate and vigorous reaction here to Admiral 
Pratt’s ® recent article which appeared in Foreign Affairs, in which 
he denounces as logically untenable Japan’s claims for revision of the 
existing naval ratios, and the article is accepted as accurately reflect- 
ing American naval opinion on the subject and as revealing the atti- 
tude of the American Government toward the 19385 Conference. A 
typical reply is that of the J7# in an editorial published on June 21, 
a summary translation of which as it appeared in the Osaka Mainichi 
of June 24 is enclosed.* This editorial undertakes with unvarnished 
directness to refute Admiral Pratt’s five points which are summarized 
as follows: 

1. Japan does not possess scattered domains all over the world 
requiring huge naval defense like Great Britain. 

2. Japan is not required to defend the shores of two oceans, like 
the Atlantic and Pacific, as the United States is required to do. 

3. Japan’s responsibility as a neutral power in an event of hostility 
among third powers is not so great as that of either the United States 
or Great Britain who must shoulder the responsibility of safeguard- 
ing the rights of neutral nations. 

4, There is no danger of Japan being blockaded by the joint action 
of other Powers as the domestic conditions of the various Powers make 
such a move impossible. 

5. The financial conditions in Japan make it difficult for Japan 
to maintain a larger Navy. 

The first two points are countered with the argument that Japan 
needs a, fleet sufficiently strong to protect herself against any poten- 

} Embassy’s despatch No. 814 of June 1, 1934. [Footnote in the original; 
despatch not printed. ] 

“ For text of the Washington naval treaty signed February 6, 1922, see Foreign 
Relations, 1922, vol. 1, p. 247; for text of the London naval treaty signed April 
22, 1980, see ibid., 1930, vol. 1, p. 107. 

“© Admiral William V. Pratt, U. S. Chief of Naval Operations, 1930-33. 
** Not printed.
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tial enemy. The article then goes on to point out that the type of 

navy demanded by the United States, with its large units and high 

cruising radius, together with its ability to concentrate both its Atlan- 

tic and Pacific fleets in the Pacific, as shown by the recent maneuvers, 

makes the United States fleet a real, tangible threat against’ which 

Japan must protect herself. 
As to her responsibilities as a neutral, Japan points out that her 

shipping is active on sea lanes all over the world and therefore re- 
quires adequate protection. The editorial is not convinced by Ad- 
miral Pratt’s assurance that there is no danger of Japan being block- 

aded by the other Powers. 
And, finally, the Ji/i remarks that Japan is the best judge of whether 

her financial conditions warrant a larger navy and says bluntly: 

“Tt is none of Admiral Pratt’s business.” 
In short, the position taken by the press is that what Japan wants 

is revision of the present ratio for no purpose other than to remove 

the menace she now feels. ° 
Similar views were expressed by a naval authority in an interview 

with the Japan Advertiser of June 28; he said that whether or not 

Great Britain had her fleet scattered over the seven seas or the United 

States has her fleet split on two ocean fronts, so long as either is 
able to concentrate her navy at any given point for an effective naval 

operation in time of war, this constitutes a condition which must be 
taken into account by a third Power. Therefore, “Admiral Pratt’s 
attack on Japan’s demand for naval parity on the ground that she 
does not need to cover the world seas like Great Britain or does not 
have two ocean fronts like the United States is hardly to the point.” 
The most enlightening statement in this interview, however, and one 
which perhaps lays bare the very essence of Japan’s motives in de- 
manding freedom to build as she pleases may be found in the 

following: 

“Japan’s international relations have been particularly adverse to 
her since the Manchurian incident. All Japanese thought and still 
think that Japan was right and just in the Manchurian incident. 
With this conviction, Japan sought to settle the matter in cooperation 
with other members of the League of Nations. It was Japan who pro- 
posed the Lytton Commission for that purpose. But Japan was de- 
feated to the tune of 1 to 42 at Geneva. Japan is absolutely sure that 
she was right in the Manchurian incident and is convinced that what 
she believes as just is not just to the Western nations when such justice 
is found to be prejudicial to their national interests. Japan assumes 
her responsibility for the maintenance of peace in the Far East, and 
has decided to carry on her work in her own way according to what 
she conceives as just and right. In other words, Japan must be 
prepared for a possible contingency to face the worst under the present 
circumstances.”
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Here is a statement right from the heart; it is an unvarnished an- 
nouncement of Japan’s intention to proceed along her chosen path in 
international affairs irrespective of any other considerations what- 
ever. Under such conditions a nation must be prepared to fight and 
Japan, aware of this, is working to close the gap of disparity between 
her Navy and those of those nations which would be most likely, in 
her opinion, to interfere with her purposes. 

Still another argument advanced by the Japanese to support the 
necessity of an adequate navy is that made by Admiral R. Nakamura, 
head of the Naval Technical Department, who pointed out that larger 
nations, with their greater resources, can frequently gain their ends 
by diplomatic, technical and financial means but that for the smaller 
nations armaments alone could be effective. 

In conclusion, reference must be made to the possible effect upon 
the Japanese attitude at the forthcoming preliminary naval conversa- 
tions of the change of Cabinet which is now in progress.- As reported 
by telegram yesterday{, Admiral Okada has been charged with the 
formation of a cabinet to succeed that of Admiral Saito who has held 
the reins since May, 1932. While no members of the new cabinet 
have yet been definitely announced the name of Admiral Suetsugu is 
frequently mentioned. As the Department is aware, he represents 
the most chauvinistic elements in the country and if he were to suc- 
ceed Admiral Osumi this fact could not fail to have great bearing 
on Japan’s attitude at London and afterward. 

Respectfully yours, JosePH C. Grew 

894.00/529 : Telegram . 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, July 6, 1984—2 p. m. 
. [Received July 6—8:03 a. m.] 

147. A Japanese friend in high position has given me the following 
estimate of new Cabinet.*’ 

1. The choice of Ministers represents an outstanding victory for 
the liberal and moderate forces in Japan as opposed to the Chauvinists 
and Nationalist fanatics. The opponents of military aggressiveness 
have completely gained the upper hand and have demonstrated their 
strength “like a clap of thunder”. The country is tired of a warlike 
psychology. 

2. The new Cabinet will follow the general policy of the Saito * 
administration but, with a new driving force and initiative which 
Saito lacked. 

+EHmbassy’s telegram No. 144, July 4,1 p.m. [Footnote in the original; tele- 
gram not printed. ] 

“ Headed by Admiral Keisuke Okada. 
“ Admiral Viscount Makoto Saito, Japanese Prime Minister since May 1982.
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8. If the United States had been able to choose the new Cabinet with 
American-Japanese relations in view it could not have done better. — 

4, Admiral Osumi will not remain long as Navy Minister and will 
probably be succeeded by either Admiral Nomura or Admiral Koba- 
yashi, not Admiral Suetsugu. . 

My informant is in close touch with the purpose of leaders, and as 
he predicted Admiral Okada’s appointment to me several days before 
the latter’s name had been even mentioned by the press, the diplomats 
or the public, his opinion is worthy of consideration. 

I am not yet prepared to subscribe to the foregoing views in their 
entirety, but I do believe that the choice of men for the key positions 
in the new Cabinet indicates a general trend away from aggressive 
nationalism and consequently may be considered as a victory for the 
moderates. This is the general opinion in Tokyo. 

Repeated to Peiping by mail. 

GREW 

893.01B 11 Manchuria/15a 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Ambassador in Japan (Grew) 

| WASHINGTON, July 16, 1934. 

Dear Mr. Grew: I feel that it may be well for us to let you know 
something of our thought with regard to Mr. George Bronson Rea. 

For your orientation, I may say that most of the officers of FE * 
have known Rea personally over a period of years. I myself have 
known him for approximately twenty-five years, have read his paper, 

. have received him as a caller; and have managed to avoid, in relations 
with him, anything in the nature of “hostilities”. During these years, 
Rea has called on me many times, in China, in Paris and here. When 
he arrived here, last, in the employ of “Manchukuo”, he called on me 
and explained his “mission” and tried to leave with me some papers 
(copies of his documentation from the “Manchukuo” government) 
which I declined to receive, and said that he did not wish to do any- 
thing which would be “embarrassing to the American Government” 
or in any way “improper”. I intimated to him that he had better live 
a pretty quiet life. 

Rea is, as you know, an American citizen. He is employed nomi- 
nally by the “Manchukuo” authorities as a “counselor to the Ministry 
of Foreign Affairs”. Since he took up his residence here he has in 
fact been engaged in a mixture of “Manchukuo” propaganda and 
criticism of policies and action of the American Government in re- 

® The Division of Far Eastern Affairs.
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lation to the Far East. At one moment he represents himself as 
speaking the voice of “Manchukuo”, at another moment as express- 
ing the views of an American citizen. Rumor runs, and we have some 
pretty clear evidence, that he has close contact with the Japanese 
Embassy. He himself states that he purchases his liquors (which 
he dispenses liberally) through the Embassy ; and we have some pretty 
clear evidence that he prepares confidential memoranda for the Japa- 
nese Ambassador. Much of his time and effort he devotes to dis- 
cussing with newspaper men of various nationalities, and with Army 
and Navy officers and other people who go to his cocktail parties, 
problems not only of “Manchukuo” but of Japanese-American 
relations. 

We of course assume that the Japanese Government is his real 
employer. 

It is in our opinion, an anomaly, not befitting the dignity of any 
régime, political or of other character, that “Manchukuo” places in our 
capital a hired “counselor” claiming “official” connection with the 
Foreign Office of that régime, a man who enters the United States by 
virtue of his American citizenship, one who probably would have 
been denied admittance to this country had he claimed status as a 
“Manchukuoan” and as an official “representative” of “Manchukuo”, 
and who, under cloak of his American citizenship, engages in active 
political propaganda on behalf of a foreign political entity. 

It is not, so we believe, by taking advantage of peculiar technical- 
ities such as prevail in this case that worthy ends in international 
relations may best be served. 

It is our opinion that no useful purpose can be served by agitation 
at this time of the question of the attitude of the United States toward 
or with respect to “Manchukuo” and that effort by paid propagandists 
in the United States to agitate this question—and in so doing con- 
stantly to criticize the American Government—operates as an irritant 
rather than as something beneficial in American-Japanese relations. 
We were inclined at the outset to look upon Rea’s presence here with 
tolerance and to take toward his activities an attitude of indifference, 
but as they have developed, with increasing boldness and manifest im- 
propriety, we began to think them definitely prejudicial to the cause 
of improving relations between Japan and the United States. We 
suspect (and we have some circumstantial evidence) that Rea was 
active in launching the newspaper stories in February last that the 
American Government was seriously considering recognizing “Man- 
chukuo”. That little campaign defeated its own ends, but it was a 
“nuisance”, All of this sort of thing runs contrary to our principle 
of trying to “let sleeping dogs lie”. During later months, Rea has 
been fairly quiet; but he is constantly sowing, among Americans
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with whom he comes in contact, seeds of misapprehension and skepti- 
cism (to say the least) with regard to the policies and acts of the 
American Government. We do not take his work very seriously, but 
we think that the best interests of all concerned would be better 

served if he were not here and engaged in it. 
We do not feel it advisable to take this matter up with the Japanese 

Ambassador here. I gave him, sometime ago, a couple of hints with 
regard to the matter. But, as I have indicated to you elsewhere, he 
has his own ideas about propaganda and I imagine that he finds Rea 

very useful to him as a purveyor of information and maker of memo- 

randa. We also do not wish to make the matter the subject for an 

| instruction to you. Hence, all that I am saying in this letter is by 
way of information and suggestion. 

We of course are not responsible for this situation. Action which 
we might take toward bringing it to an end would in all probability 

: occasion publicity of a mischievous type. We do not wish to impute 
to the Japanese Government responsibility in connection with it nor to 
intimate that action by the Japanese Government would be possible 

or appropriate with regard to it. We nevertheless feel that the 
Japanese Minister for Foreign Affairs might like to have the facts 
and to know that in our view this situation is unhealthy and ob- 
jectionable. 

We feel that you might find it possible and convenient at some time 
to take this matter up with Mr. Hirota. You might perhaps say 
something to him along this line: That, appreciating and reciprocating 

the desire of the Foreign Minister that the traditionally peaceful and 
friendly relations between Japan and the United States be promoted 
by all practicable means, recalling his statement to you to the effect 
that his principal preoccupation while in office would be the develop- 

ment of better relations with the United States (see your telegram 

144, September 18, 4 p. m.”), and confident that he would desire that 
we bring frankly to his attention any situation which in our mind im- 
pairs or impedes the much desired development of these friendly 
relations which we both wish to promote, you wish to lay before him 
information in regard to a situation which causes you and us some 

concern (and then give him the facts, as above). 

With a view to enabling you, before talking with the Minister for 
Foreign Affairs, to inform yourself more in detail in regard to the 
activities of Rea, there are enclosed *! a copy of a paper entitled “The 

: Independence of Manchukuo”, read by Rea on November 23, 1933, 
before the members of a legal fraternity of. the George Washington 
Law School. Mr, Rea has openly stated that this paper is “Man- 

” Foreign Relations, 1933, vol. 111, p. 710. 
* Enclosures not reprinted.
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chukuo propaganda”. There is enclosed also a copy of an address 

delivered by Rea on March 7, 1934, at Georgetown University, which 

you will note was distributed under cover of a circular from the 
Regent of the School of Foreign Service of that University. It is be- 
lieved that, after perusal of the enclosures, you will share our view 
as indicated above that the results of Rea’s activities cannot but be 
adverse rather than favorable to the development of more cordial 
relations between Japan and the United States. 

As indicative of an attitude that is developing in Washington in 
regard to the efforts of paid political propagandists and lobbyists, 
there is enclosed also a copy of an article from the Washington Herald 
of April 6 attributing to Senator James Hamilton Lewis certain state- 
ments on this subject. I think that some day, perhaps soon, there 
is going to be quite a stirring up of such matters. 

Yours sincerely, S. K. Hornseck 

125.6331/179 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuincton,| July 26, 1934. 

The Japanese Chargé called on me by appointment and stated that 
he had received an account from his Government of an unfortunate 
incident at Mukden. He then gave a narrative of the intrusion by the 
Japanese youth at Mukden into the American Consulate General and 
the attempted assault upon Vice Consul Hall, at the conclusion of 
which he stated that his Government regretted this and he wished to 
express his own regret. I stated that we felt that the incident was 
very unfortunate and that I appreciated his having come and having 
expressed regret.°® 

Mr. Fujii then said that he wished to give me a memorandum ™ with 
regard to a question of income taxes in this country of Japanese ship- 
ping companies. At that point I asked whether I might have Mr. 
Dooman © hear what Mr. Fujii had to say with regard to that matter, 
and, with Mr. Fujii’s assent, I called Mr. Dooman in. This matter is 
dealt with in a separate memorandum. 

S[TaNutey] K, H[ornpeck | 

* Monroe B. Hall. 
** See infra. 
** Post, p. 827. 
Eugene H. Dooman, Foreign Service officer, temporarily assigned to the 

Department. 

* Not printed.
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125.6331/174 : Telegram 

‘The Secretary of State to the Minister in China (Johnson) 

WasuHineron, July 27, 1934—6 p. m. 

931. Your 324, July 26, 4 p. m. and 327, July 27, 3 p. m.5” The 
Department realizes that this incident calls for serious consideration 
and commends the promptness and detail with which the Consulate 
General © and the Legation reported and made recommendations. 

The essential facts seem to be that a Japanese youth, apparently 
insane, tore down the consular sign, entered the Consulate building 
and threatened a member of the consular staff; that no one received 
physical injury; that the Japanese Consul General, upon being in- 
formed of the incident, called in person at the Consulate General and 
expressed orally his regret at the incident and his relief that no one 
had been injured; that there appears to be no evidence of definite 
negligence on the part of the police or evidence that the attacker acted 
with “instructions, assistance or encouragement from any quarter”; 
that the attacker was taken promptly into custody; and that the Japa- 
nese authorities appear to be handling the case in accordance with 
Japanese law and regulation. 

On the basis of the information before it, the Department is dis- 
posed to regard the incident as the irresponsible act of a young and 
deranged individual and to believe that the question of his motives 
would be difficult of determination and should not be permitted to 
be made an issue, 

The Department will make no decision until the receipt from Tokyo 
of the Ambassador’s comment. 

| The Consulate General should not further discuss this case with 
the Japanese authorities until further word from the Department. 

Repeat to Mukden and to Tokyo. 
Hon 

125.6331/177 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, July 29, 1934—3 p. m. 

[Received 6: 22 p. m.] 

329. Reference Legation’s 327, July 27, 3 p. m.” and Department’s 
231, July 27, 6 p. m., following from Mukden: 

“July 28,5 p.m. I was informed this afternoon by the Japanese 
Consul General that Tsuchiyama is being today deported from, Muk- 
den to Japan under escort of relatives and police. Upon arrival at 
his native village he will be subject to special observation by the 

*" Neither printed. 
°° At Mukden. 
” Not printed.
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police authorities there who will decide whether confinement in asylum 
. or home is necessary. I will shortly transmit a despatch * containing 

additional information concerning the legal and anti-American as- 
pects of the case and suggest advisability of Embassy’s deferring ac- 
tion pending its receipt.” 

Repeated to Tokyo. 
J OHNSON 

| 711.94/974a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, August 6, 1984—3 p. m. 

134. 1. The Vew York Times of August 5 carries an account under 
Tokyo date line August 5 of an article by General Tanaka,” transla- 
tion of which appeared in the Japan Advertiser of August 5. The 
account begins as follows: “President Roosevelt’s ‘loud’ comment on 
the efficiency of the United States naval establishment in Hawaii is 
characterized as ‘insolent’” by General Tanaka. The account states 
that “President Roosevelt has traveled to Hawaii and there inspected | 
the Pearl Harbor Base, which is regarded as the center of American 
offensive operations in the Pacific, telling the world in loud tones its 
equipment is perfect”. There immediately follows a statement ap- 
parently directly quoted from Tanaka’s article stating that “such 
insolent behavior makes us most suspicious. It makes us think a 
major disturbance is purposely being encouraged in the calm Pacific. 
This is greatly regretted.” 

2. Please cable the text of a sufficient portion of Tanaka’s article to 
enable the Department to determine whether Tanaka used the word 
“insolent” and, if so, whether Tanaka applies that word to the Presi- 
dent or to a series of American acts to which Tanaka takes exception. 

3. Is Tanaka now in active service ? 
4, Your comments would be welcomed. 
5. Forward full text of article by mail. 

Hun 

711.94/975 : Telegram OT 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 7, 1934—9 p. m. 
[Received August 7—1: 35 p. m.] 

173. Department’s 134, August 6, 3 p. m. 
1, The paragraph in Tanaka’s article which contains the passage 

referred to by the Department is as follows: 

** Not printed. 
® Gen. Kunishige Tanaka, former Japanese Military Attaché at Washington.
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“At any rate, there are not a few aspects of the American attitude 
of late that we are unable to understand. This may be caused by the 
dancing of the American people to the tune of the flute played by the 
advocates of armament expansion surrounding the Admiral (Pratt). 
With the approach of next year’s conference, the psychologies of the 
people of the nations concerned are gradually becoming tense. The 
American naval and war authorities are loudly proclaiming the neces- 
sity of vast naval and air forces, which are steadily being realized. 
Long flights to Hawaii and Alaska have been carried out, and the 
United States is being placed on new air bases in Alaska and the 
Aleutian Islands. With the cooperation of a private naval society, 
propaganda for replenishment of the Navy is being spread. The 
Atlantic Fleet is to be stationed once more in Pacific. President 
Roosevelt himself has travelled to Hawaii, et cetera”. 

The rest of the paragraph is substantially as quoted by the Depart- 
ment. The translation has been checked with the original Japanese 
text and found to be accurate. 

2. The use of the word “insolent” by Tanaka might be taken to 
apply either to the President or to a series of American acts. 

3. Tanaka was retired as a full general in 1929. He is now Presi- 
dent of the Merinkai, an organization of retired army and naval 
officers and other men of nationalistic leanings. 

4. The article does not appear to have been published in any Japa- 
nese newspaper. The Advertiser obtained an advance copy of the 
article which is to be printed in the Merinkai magazine published 
chiefly for the members of the society. , 

5. I feel that it would be advisable to bring this matter to the atten- 
tion of the Minister for Foreign Affairs, pointing out the gross im- 
propriety of the language used by Tanaka and inquiring whether the 
Government cannot maintain control over the public utterances of 
retired army or naval officers. In view, however, of the Department’s 
point 4 I shall await specific instructions before acting. 

6. Full text of the article will be forwarded by mail “ on Steamship 
General Lee from Tokyo, August 12th. 

GREW 

711.94/975 : Telegram | 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, August 8, 1934—8 p. m. 

186. Your 178, August 7,9 p.m. It is desired that on the occasion 
of your next call on the Minister for Foreign Affairs in connection 
with some other matter, which it is hoped will be in the near future, 

you refer orally and informally to the Tanaka article as translated 

* Not printed.
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and published by the Japan Advertiser and state that the article 
was reproduced in large part by the New York Times and that it drew 
unfavorable comment in the American press. Please add, in such 
manner that Hirota will clearly understand that a friendly and in- 
formal remonstrance is being made, a statement along lines as follows: 
We have noted with gratification that there has been a conspicuous 

subsidence of writings published in Japan calculated to injure rela- : 
tions between the United States and Japan, and we assume that this 
condition is largely due to appropriate measures taken by the Foreign 
Minister and by the Japanese Government. Statements by such a 
prominent Japanese as General Tanaka which are reasonably open 
to the interpretation that they characterize action and statements of 
the President of the United States as “insolent behavior” can only 
operate toward gratuitous injury to the friendly relations between 
the two countries. 

Hutu 

711.94/976 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 18, 1934—noon. 
[Received August 18—1: 58 a. m.] 

181. Department’s 136, August 8, 8 p. m. My [fe?] Tanaka 
article. Informal representations made to the Minister of Foreign 
Affairs August 16. The Minister received the remonstrance sym- 
pathetically and I was later told by the Vice Minister that Hirota 
particularly appreciated the manner of its presentation as instructed 
by the Department. General Tanaka will be advised by the Foreign 
Office. The Japan Advertiser has been officially censured for pub- 
lishing the obnoxious phrase which does not appear to have been pub- 
lished elsewhere in Japan. 

GREW 

893.01B 11 Manchuria/16 

The Ambassador in Japan (Grew) to the Chief of the Division of 
Far Eastern Affairs (Hornbeck) . 

Toxyo, August 20, 1934. 

Dear Mr. Horneeck: After carefully reading and acquiring the 
contents of your letter to me of July 16 and its enclosures concerning 
Mr. George Bronson Rea and his activities in Washington, I took 
occasion on August 16 to talk the matter over with Mr. Hirota, at his 
residence and not at the Foreign Office, in a friendly way but fully
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and with emphasis on certain outstanding points, along the lines of 
your suggestions. It was made clear to the Minister that I was not 
making representations either of a formal or informal nature but 
that in view of his repeatedly expressed desire to be informed of 
ways and means by which our friendly relations might be improved 
and, as a corollary, of situations which tended to impair or impede 
the development of those relations, I believed that it would be helpful 
to him, the Minister, to be acquainted with the facts concerning Mr. 
Rea’s propaganda activities, the reaction of our Government thereto 
and the harmful effects created thereby in the United States. 

Mr. Hirota seemed genuinely interested in what I told him but he 
vouchsafed no comment. I dare say that he will talk the matter 
over with Mr. Saito who presumably, as suggested on page 5 of your 
letter, may not lend a very sympathetic ear. I have no idea whether 
Mr. Hirota will carry the matter further, but little was left to the 
imagination as I brought out the salient facts slowly, clearly and 
repeatedly in our talk. It will interest me to learn from you in 
due course whether any results become evident in Washington.® 

Yours sincerely, JosEPH C. GREW 

125.6331/180: Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasuHineton, September 14, 1984—7 p. m. 

157. Your 187, August 23, 5 p. m.* 
1. Department has now received Mukden’s despatch of August 2.% 
2. The Department appreciates the thoughtful attention given by 

the Embassy and by the Consulate General at Mukden to indications 
of anti-American acts or agitation on the part of Japanese nationals 
and appreciates also the desirability of bringing to the attention of 
the appropriate Japanese authorities such manifestations of anti- 
American attitude as may give rise to apprehension lest continuation 
of objectionable activities associated therewith would be likely to 
lead to troublesome incidents. At the same time, however, the De- 
partment does not wish to run the risk of dissipating the effect of 
such official representations as have necessarily to be made from time 
to time; and for that reason it feels that the making of representa- 
tions should be reserved for cases of importance wherein there is 

The Consul at Dairen, in his despatch dated August 31, 1935, reported the 
return of Mr. Rea to Manchuria (893.01B 11 Manchuria/15). 

* Not printed. 
“Not printed; see telegram No. 329, July 29, 3 p. m., from the Minister in 

China, p. 676.
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involved definite disregard of or serious menace to American 
interests. 

3. After careful examination of the entire record of the Tsuchiyama 
incident, the Department does not perceive on what ground reason- 
able exception can be taken to the manner in which the Japanese au- 
thorities have handled this incident. The Department would there- 
fore not wish to have any further action taken in regard to this 
incident or to see it form the basis of discussion with the Minister 
for Foreign Affairs of the general subject of anti-American propa- 
ganda in Manchuria. Moreover, while the Department appreciates 
that the instances related by Mukden indicate some anti-American 
sentiment, the Department has noted Mukden’s statement that anti- 
American propaganda in Manchuria has during the past year tended 
to decrease and the Department does not believe that the incidents 
referred to by Mukden are of such a character as to warrant the con- 
clusion that any useful purpose would be served by presenting them 
on this occasion to the Japanese Government. 

4, Department commends Chase ® for his careful handling and 
thorough presentation of the incident under reference. 

5. Please inform Peiping and Mukden. 
Hoi 

8621.01/298 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Hamilton) 

[WasuinetTon,] November 2, 1934. 

During the course of a call the Japanese Ambassador referred to a 
conversation which he had had with Mr. Hornbeck shortly before the 
Ambassador’s departure for Japan, wherein Mr. Hornbeck had sug- 
gested that the Ambassador might care while in Japan to take up with 
the appropriate authorities of the Japanese Government the question 
of making less difficult the visits of American citizens to the Pacific 
islands under Japanese mandate. The Ambassador said that he had 
discussed this question with the appropriate authorities of the Japa- 
nese Government; that they were quite willing that American nationals 
should make such visits; that there had been an occasion when one 
individual (the Ambassador remarked that he thought that it had 
been a British subject) had gone to the Mandate Islands ostensibly 
as a civilian, although it later developed that he was there for espio- 

* Augustus S. Chase, Consul at Mukden. 
26. Seed randum by the Chief of the Division of Far Eastern Affairs, June
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nage purposes; that such incidents as this made some of the Japanese 
authorities reluctant to have foreign nationals visit the Islands; but 
that when the authorities were assured that the visits were for no 
improper purposes no obstacle would be placed in the way of Ameri- 

can nationals making such visits. 

711.94/991 

The Consul at Kobe (Donovan) to the Secretary of State 

No. 398 Kosg, November 2, 1934. 
[ Received November 23. | 

Sir: I have the honor to report that Lieutenant-Colonel Hageno (?) 
Matsumoto, an officer assigned to the staff of Prince Higashi-Kuni, 
Commander of the Fourth Division of the Japanese Army now at 
Osaka, made a highly inflammatory and anti-American address to 
the Young Men’s and Ex-Soldiers’ Associations of Suma, a suburb of 
Kobe, on the evening of October 29th. 

The gist of his remarks was as follows: 

1. The outcome of the Naval Conference is immaterial in that 
Japan now has a preponderance of warships of the class desired, and 
will continue to maintain this advantage. Japan is in a position to 
defeat America at any time, and in fact, any other country or combina- 
tion of countries. | 

92. American duplicity during former Naval Conferences degraded 
Japan, and this insult to the Imperial Navy must be avenged. 
_ 38. After all, America is the one nation that stands in the way of 
Justice, and the long list of insults from that country must be wiped 
out, and to establish Japan as the just ruler of the world America 
must be crushed. 

4, America, formerly the richest and most opulent nation in the 
world has become weak and flabby through dissipation and now is the 
time for Japan to prove the worth of her inheritance of the Yamato 
Damashii. 

5. War is surely coming and all must be prepared so that a success- 
ful outcome may be assured. The Japanese Army is now waiting 
for the time to act, and the ex-service men and reserves must be pre- 
pared at any time to be called to the colors, which will probably be by 
the end of this year, or early next year. No ex-service man should 
leave his district unless on very urgent business, and then only for a 
very short time. 

6. Japan has never lost a war and never will. : 

This information was obtained by Clerk Carey J. Scott of the Con- 
sulate staff who overheard part of the address. Mr. Scott lives in 

“In his despatch No. 408, November 28, the Consul at Kobe reported not being 
able to confirm the officer’s connection with the Japanese Army, but added: “I 
desire to emphasize the fact that the audience was convinced that the speaker was 
Officer of the Japanese Army.” (711.94/994)
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Suma near where the meeting was held and on the evening of the 29th 
happened to be walking by the hall. Attracted by the noise he stopped 
near the entrance for a few minutes and overheard part of the address. 

That night about 11:30 P. M. a member of the Young Men’s Associa- 
tion called at the latter’s residence in a highly excited state of mind 
and advised him to leave the country as there would surely be war 
within a short time. This young Japanese was a former pupil and 
close personal friend of Mr. Scott’s and from him Mr. Scott was able 
to obtain complete information regarding Lieutenant-Colonel Matsu- 
moto’s address.' It may be mentioned that the hall where the meeting 
was held is used for athletic events and that Mr. Scott has gone there 
on various occasions and is personally acquainted with many of the 
members of the Young Men’s Association, hence his presence for a 
few minutes near the entrance attracted no attention. 

The naval discussions now in progress at London have undoubtedly 
stirred up anti-foreign feeling in Kobe and such speeches as the one 
cited above can easily lead to a serious incident involving foreigners 
especially when the type of listener, usually a not over intelligent or 
especially well balanced youth, is borne in mind. 

Lieutenant-Colonel Matsumoto’s speech is undoubtedly only one of 
many of its kind since officers of the Japanese Army are continually 
delivering addresses at meetings of the Young Men’s and Ex-Service 
Men’s Associations. It is seldom, however, that the text of their re- 

marks is so readily available as it 1s in the present instance. 
The Department is referred to the following despatches ® on the 

same subject : 
No. 355, August 30, 1934. 
No. 865, September 10, 1934. 
No. 878, September 20, 1984. 
No. 387, October 16, 1934. 
No. 392, October 22, 1984. 
No. 396, October 30, 1934. 

Respectfully yours, Howarp Donovan 

811.8362i/6 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[Wasuineton,] November 5, 1934. 

The Japanese Ambassador called by appointment. He gave me sub- 
stantially the same information that he had given Mr. Hamilton, in 
an earlier call, with regard to the question of visits to the Mandated 

* None printed. 
748408—50—VOL. 111-49



684. FOREIGN RELATIONS, 1934, VOLUME III 

Islands and the negotiation of a consular convention. With regard to 
the Mandated Islands, however, he made his statement in much broader 
terms than he had done in conversation with Mr. Hamilton. He said 
that he had talked the matter over with naval authorities in Japan 
and that they would have no objection to “visits”. I asked whether 
by that he meant visits of naval vessels. He replied that he did. I 
asked whether he meant that naval vessels would be permitted freely 

: to visit, cruise among the Islands and enter all ports. He replied that 
it was his understanding that if permission was requested for such 

visits permission would be given. 
S[tranutey| K. H[ornsecx | 

894.00/538 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1079 Toxyo, December 11, 1934. 
[Received December 28. ] 

Simm: For some years Japanese industry has been developing very 
rapidly. The most noticeable advance, so far as the outside world is 
concerned, has been made in the textile field. Japanese cotton goods 
and a variety of other articles such as bicycles and cheap toys and 
notions are exported in large quantities to many countries. At the 
same time there has been an intense development in many other lines 
which have not come prominently to outside attention because they do 
not enter greatly into international trade. 

These developments have coincided with an exceptionally strong 
wave of nationalism. This tendency is world-wide, and in following 
it Japan is merely in the fashion. It is, however, a fashion to which 
the Japanese take kindly. AIl through their history they have alter- 
nated between periods when outside contacts were welcomed and 
periods when efforts, more or less successful, were made to cut off out- 
side contacts and develop internal economy without them. 

These periods have usually coincided with periods of activity among 
foreign nations with whom Japan was thrown in contact. For 
example, Japan accepted Chinese civilization and culture almost at a 
gulp during the T’ang era. When the glories of this reign began to 
fade and the Japanese felt that they had nothing more to learn from 
China, intercourse was restricted. The Japanese set to work to develop 
what they had obtained. During the Mongol period (Yuan) in 
China, the Japanese were engaged in defending themselves from in- 
vasion. During the Ming period, intercourse with China was again 
renewed, which resulted in increased industrial and cultural activity 
in spite of the unsettled ‘political conditions in Japan at this period.
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About the middle of the 16th century Western civilization began to 
exert an influence on the Japanese, stimulating them to greater efforts. 
These activities culminated in the invasion of Korea and the sending 
of a number of missions of investigation, as we should call them today, 
as far away as Europe. The decline of the Ming dynasty in China, 
and the intense rivalries among European nations coincided with the 
nationalism of the Tokugawa era in Japan when foreign intercourse 
was shut off for over two hundred years. This seclusion was broken 
down from the East, where the descendants of the Europeans had con- 
quered the American continent and set sail from the eastern shores of 
the Pacific to find the Far East once more. 

The nineteenth century was a period of great intellectual, political 
and industrial activity in Europe and America. It is noteworthy 
that 1t coincided with great developments in Japan, who welcomed 
intercourse with the West, and set herself to learn from Europe and 
America, instead, as she had previously done, from China and to a 
lesser extent from Korea. 

~ The World War and its aftermath—intense national hatreds, bank- 
ruptcy and political instability in the West—together with great 
industrial development in Japan, have combined to lead many 
elements in the country to think that perhaps they have learned all 
that the West has to teach them, and that it may be better to reduce 
foreign contacts to a minimum and develop a Japanese milieu more 
suited to their needs. 

This point of view coincides with the world craze for what is 
termed self-sufficiency, and has made the task of the intense national- 
ists much easier. They point to efforts made in many quarters to 
keep out Japanese imports as evidence of the superiority of Japanese 
products and assure their fellow countrymen that Japan has made 
such progress that Western civilization has nothing further to offer 
and Japan has no longer any need for foreign teaching. This na- 
tionalist urge manifests itself in many ways. It is largely the basis 
of the Japanese demand for naval parity; it runs through the Japa- 
nese insistence upon Japan’s superior or special position in China: 
China was once Japan’s teacher and must be made to realize that Japan 
has thrown off all leading strings and is equal to any one, East or West. 
The East, with Japan as leader, will set up a balanced economy to 
offset Western aggression. 

As would be expected, the nationalist or exclusivist tendency is more 
noticeable in Army and Navy circles than elsewhere, although it would 
be a mistake to assume that the armed services are exclusively na- 
tionalist or that the civilian population is free from the tendency. 
The Army and the Navy however are pretty thoroughly imbued with 
it. Their influence in this direction is manifested in many ways,
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especially in the industrial field. One example will illustrate the (to 
us) absurd length to which it is pushed. Some months ago General 
Motors, who have an assembly plant in Osaka, decided that they 
would enlarge their establishment, as they have reached the limit of 

production with their present equipment. With the idea of invit- 
ing Japanese participation, they offered to sell stock in the Japan 
company to one Aikawa, Managing Director of the Kuhara interests. » 
The arrangement has been held in abeyance, however, because the 
company has been unable to obtain permission to purchase New York 
exchange for the amount they are to be paid. The Department of 
Commerce and Industry has been unwilling to issue a certificate that 
the transaction was non-speculative, due, it is stated, to Army oppo- 
sition. The Army is promoting the manufacture of a Japanese-made 
automobile, and desires Kuhara cooperation in this direction rather 

than their association with a foreign concern. Similar instances of 
opposition to the growth of foreign interests have been frequent of 
late. 

Many Japanese who are in sympathy with this movement realize 
that the Japanese product will not be as effective, but they are per- 
suaded that these are emergency times, that the country is in danger 
and that a Japanese product will serve their turn for the moment. 
Others again resent what they term exploitation of Japan for the 
benefit of the foreigner and would honestly prefer no export trade in 
this type of article to having industry in Japan in any degree subject 
to foreign control. These forces are now operating in feverish haste 
to produce in Japan everything which the military decides are key 
industries or articles “necessary to the national defence”. The country 
is on an emergency footing, and the determined effort to be “self- 
sufficient” is absorbing a large part of its energies. 

This state of mind is being made use of, naturally, by many in- 
dustrialists who see in it an opportunity for themselves. It seems 
probable that some of the present oil difficulties, for example, are in 
a measure due to the influence of a few men in the oil refining busi- 
ness who believed there was an opportunity to get rid of foreign 
competition in the sale of refined petroleum.” It is significant that 
the President of the Japan Oil Company is a member of the House 
of Peers, as well as President of the new “Manchukuo” Oil Company. 

There are, of course, men of vision in Japan who are aware of 
these considerations. They realize that Japan is, and in the nature 
of things must continue to be, dependent on the outside world for 
many things, especially raw materials, necessary to the country’s 
industrial life. They understand that technical assistance and inter- 

” For representations on establishment of oil monopolies in Japan and Man- 
churia, see pp. 699 ff.
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national cooperation are needed if Japan is to continue on the path 
of industrial progress. They are, however, helpless in the face of 
what amounts almost to national hysteria. For the moment they 
feel unable to make long range plans for industrial development 
which involve extensive cooperation with foreign interests. They 
believe that public opinion would not countenance it, and what is 
more, they might have difficulty in negotiating much profitable 

business with the Government. 
It seems unlikely that this situation will continue indefinitely. If 

it continues Japan will find herself more and more falling behind 
the West as contacts are reduced. In the past few months a number 
of new projects have been broached by representatives of foreign 
concerns which have interests here. They are anxious to enlarge their 
interests, to introduce new methods and bring their equipment up to 
date (the case of General Motors, cited above, is one example). Their 
Japanese associates realize the need for it, but are unable to give clear 
cut replies or to take on new responsibilities. They are becoming 
uneasy and in some cases interested Americans have come to the Em- 
bassy for advice. They have been told that they would have to be 
patient and await developments; either the present tension would 
ease, or there would be a violent alteration in the course of things— 
a war, which seems improbable at the moment, or some political 
overturn which it is impossible to foresee. It seems out of the ques- 
tion to look forward at this time to a return to the seclusion which 
Japan practiced at an earlier period. None the less, a determined 
drive is on at the moment to regain, so far as may be, the independence 
of foreign influence which the nationalists feel has been lost, to the 
Empire’s great shame. 

Respectfully yours, JosEPH C, Grew 

711.94/1002 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1116 Toxyo, December 29, 1934. | 
[Received January 16, 1935.] 

Sir: I have the honor to refer to the Embassy’s despatch No. 1079, 
December 11, 1934, entitled Recent Political Tendencies in Japan in 
which was discussed the contemporary wave of virulent nationalism. 
In that despatch it was shown that from the historical point of view 
the present drive towards a state of isolated self-sufficiency is not a 
new phenomenon in this country. One of the inevitable concomitants 
of this periodic drive is the decline of foreign prestige. Moreover, 
in Oriental nations prestige has a special importance quite alien to 
Occidental understanding.
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This importance arises from considerations which are rooted deeply 
in the fabric of Oriental society. The tradition of “face” (i. e. 
Prestige), which is as little understood in the West as are the ideas 

of contractual obligation and abstract justice in the East, may be 
compared in importance to the heritage of Roman Law in European 
civilization. The Oriental spirit seeks above all to accept and to 
allot responsibility for that which has already happened, and it in- 
stinctively avoids decisions which involve a rigid future course of 
action. A spirit of compromise and personal sympathy facilitates 
the adjustment of contracts in a manner quite unacceptable to the 
ethical and legal standards of Occidental peoples. Therefore, al- 
though legal commitments do not necessarily bind the future, prestige 
is a compelling factor when future relationships are considered. In 
Japan, a militaristic country, the principal basis of prestige is force. 
It was the power of Commodore Perry’s fleet which provided the 
mainspring of western prestige in Japan in modern times. 

It is of course platitudinous to remark that the decline of Amer- 
ican prestige in Japan impairs the effectiveness of American policies 
in the Orient. It is not, however, so simple to grasp the full extent 
of the handicap which such a decline imposes or to isolate its in- 
dividual effect from the various factors which contribute to the sum 
total of Japanese intransigeance. At every step one is confronted 
by considerations of the broadest importance to our future political 
and commercial relations with the Far East. If it is true that the 
distrust of Japan’s word which has been built up in the United States 
by the events of the last few years will take years of constant good 
faith to eradicate, it is also true that it will take some years and no 
small expense before the Japanese will take at face value the repre- 
sentations of the United States Government. This misfortune is 
due in part at least to the decline of American prestige. 
From the Japanese standpoint nothing is more disastrous to pres- 

tige than failure to act on a statement of intention. In the recent 
extraordinary session of the Diet the Seiyukai party introduced an 

. additional relief measure calling for an appropriation of ¥180,000,000 
and then lamely withdrew it when the Government evinced its will- 
ingness to dissolve the Diet. The following day every paper in Tokyo 
commented editorially on the Selyukai’s humiliation making such 

statements as “The mess made by the Seiyukai has jeopardized the 
future of all parties” (Yomiuri), “The prestige of the Seiyukai as 
a public organization has been thrown to the winds” (Asahi), and 
“Sooner or later the party may go to pieces” (Miyako). 

Although western prestige in general was undermined by the defeat 
of Russia in 1904-1905, by the futility of the world war, and by the 
seeming inability to overcome the long depression which Japan feels
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that she herself has conquered, American prestige in addition suf- 

fered through our ineffective representations in regard to Manchuria. 

Certain policies were enunciated under the leadership of the United 

States and they failed to modify Japan’s course of action. No distinc- 

tion is made in the practical Oriental mind between inability to carry 

out a professed policy and unwillingness to do so by the forcible 

methods which are alone valid against a virtual military dictatorship. 

In either case failure is the essential fact, it is well remembered, and 

the next pronouncement of the nation—or the party—which has failed 

receives only the attention which the previous weakness, real or sup- 

posed, merits. The Japanese remember that the so-called “Stimson 

Doctrine” which had the support of the American public was not 

implemented by any positive action. 

At this point it may be remarked that history has shown that time 

and again the Japanese are in the last analysis willing to accord 

just consideration to the rights of foreigners only when they are con- 

fronted with superior force or the certitude of retaliation. As out- 

lined above these are the elements of prestige in Japan. However, 

the Japanese have seized upon the experience of 1931-32, on the state- 
ments of the pacific elements in America, and on the effects of a pro- 
longed industrial depression there. These elements were destructive 
of prestige and they induced the Japanese belief that it was possible 
to secure naval parity with the United States. They also explain in 
part the ineffectiveness of certain representations made by the Em- 
bassy within the past year. No serious attempt was made to answer 
the arguments presented in the Embassy’s two notes requesting extra- 
dition of the Japanese involved in the Kaiun Maru case. No serious 

attempt has been made to answer the representations made on behalf 
of the American oil companies. 

But despite the independent policy of present-day Japan she has 
already modified her policy towards the one nation which has assid- 
uously devoted itself to building up its defences in the Orient and 
to making clear its readiness to employ them if need arises. Soviet 
Russia has forced the Japanese army to relegate all ideas of seizing 
Vladivostok and the Maritime Province to the uncertain future al- 
though at one time such action seemed imminent. Soviet Russia has 
avoided the seizure of the Chinese Eastern Railway and is receiving 
a fair price for it. Propaganda against Soviet Russia has markedly 
decreased during the past year although the army’s appetite for the 
funds of the nation is as rapacious as ever. As I have already re- 
ported, my Soviet colleague not long ago repeated to me the remark 
of a prominent Japanese that the greatest single factor in obviating 
war between the U. 8. S. R. and Japan was the marked increase of 

Soviet military strength in the Far Kast.
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On the other hand anti-Americanism is rampant in the press and 
the cinema. When our naval supply ship Gold Star came to Kobe 
lately, there were sneering references to the fighting qualities of a 
navy which permitted the presence of women on one of its vessels. 
The cumulative force of a campaign of this character induces false 
beliefs full of tragic potentialities. Even so staid an organization as 
Rengo which seldom speaks editorially recently circulated a state- 
ment which attempted to prove that the Japanese navy had nothing to 
fear from that of the United States largely because of the invincible 
morale and superior bravery of Japanese seamen. The Nichi Nichi 
has been harping on this theme for weeks. The mass of the people 
gladly accept these arguments and they are part and parcel of the 
decline of American prestige. : 
When the Japanese learn that it is no longer possible substantially 

to ignore American rights, when self-interest forces them to realize 
that it is more advantageous to cooperate, when the present trend 

: destructive of American prestige is reversed, we may rest assured 
that many of the problems which present irritating and potentially 
dangerous aspects will be more reasonably considered by the Japanese. 
These things can not be brought about by half-way measures, how- 
ever. The root of American prestige as applied to Oriental peoples 
is the power of the United States navy. We cannot assure a square 
deal for our own interests by pacific means without adequate naval 
strength. We are given no credit by reason of American ethical 
standards of which we are justly proud. American motives are deeply 
mistrusted in Japan and are judged by Japanese standards. <A recent 
editorial (Fukuoka Nichi Nichi) stated: “Intimidatory diplomacy 
can only be applied to negotiations with a weaker power. America 
may apply such a policy to the Central or South American countries 
but she cannot do so to Japan”. Would such statements appear if 
American naval preparedness was a recognized fact in Japan? They 
have not recently been applied to Soviet Russia despite the polemics 
of the Chinese Eastern Railway negotiations. 

Respectfully yours, JosEPH C. GREW 

PROTECTION OF JAPANESE LIVES AND PROPERTY IN THE STATE OF 

ARIZONA 

811.5294/499a : Telegram 

, The Acting Secretary of State to the Ambassador in Japan (Grew) 

| Wasuineton, August 22, 1934—5 p. m. 

143. On August 20, Japanese Chargé called on Under Secretary 

and stated that he had a telegram from his Government stating that 
a farmer’s organization in neighborhood of Phoenix, Arizona, had on
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August 16 announced that all Japanese living in that district must 
move out within 10 days. He requested Department’s help. Later, 
he gave Hornbeck ” memorandum stating that Japanese Vice Consul 
from Los Angeles was at Phoenix and, in absence of Governor, had 
talked with Attorney General. There was apparently discussion of 
the possibility that American farmers might try to move the Japanese 

by force and the Japanese resist by force. 
On August 21, the Under Secretary telegraphed the Governor and 

Hornbeck talked by telephone to the Attorney General of Arizona. 
Text of Under Secretary’s telegram was apparently given out in 
Phoenix. Attorney General telegraphed Under Secretary as follows: 

“Local County Attorney’s office is of the opinion that the farmers 
of this valley protesting Japanese situation will not resort to physical 
violence. County Attorney’s office advises that farmers have been 
repeatedly admonished not to resort to physical violence but rather 
to allow orderly court procedure to follow. Sheriff's office advises 
that it has no knowledge of any contemplated use of physical 
violence. Also that Sheriff’s office is prepared to protect rights of all 
people involved.” 

Department has also asked information from another source and 
has received report similarly reassuring. Apparently both Amer- 

icans and Japanese are charged with having violated Arizona alien 
land law but no evidence of force being used. 

Associated Press reports received from Tokyo this morning indicate 
that Japanese Government and press appear to be more agitated and | 
apprehensive than the facts of the situation warrant. We of course 
cannot guarantee that procedure will be absolutely orderly, but we 
shall spare no effort and are confident that Arizona authorities will do 
likewise to see that none but lawful processes are followed. 

Department suggests that you inform Foreign Office of the above 
and urge that it discourage, as we are doing, sensational discussion of 
the matter. 

PHILLIPS 

811.5294/500 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 24, 1934—4 p. m. 
[Received August 24—9 a. m.] 

189. Department’s 143, August 22, 5 p. m., Arizona incident. 
1. I brought pertinent facts today to the attention of the Vice 

Minister for Foreign Affairs who assured me of cooperation of For- 

™ Stanley K. Hornbeck, Chief of the Division of Far Eastern Affairs.
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eign Office in discouraging sensational discussion and expressed ap- 
preciation of Department’s efforts. 

2. There appears as yet to have been no sensational or agitated com- 
ments in the Japanese press which has in general confined itself to a 

mere report of the facts. 
GREW 

811.5294/522 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the Japanese Chargé 
 (Fujiz) 

[WasHineton,] September 21, 1984. 

I. Mr. Fujii called by appointment and said that he had come to 
give me such information as he had with regard to the recent un- 
fortunate incidents in Arizona. He said that on September 12 some 
parties unknown had fired shots at a Japanese farmer who was work- 
ing in his garden, at night, and had pushed this farmer’s automo- 

bile into the river. The farmer was not injured. On a later date 
some “bomb-shells” had been exploded at points near houses of Japa- 
nese farmers. Mr. Fujii said that he had not come under instruc- 

tions and that he was not making “representations”, but that he hoped 
that the State Department would take any action which it might ap- 
propriately take toward ensuring the safety and safeguarding the 
rights of Japanese nationals. 

Mr. Hornbeck said that we had not received any special informa- 
tion; we knew only what had appeared in the press and what Mr. 
Fujii had just said. We had found the Arizona authorities sincerely 
disposed to try to prevent unlawful acts. Even with the best of in- 
tention on the part of authorities, there occur frequently and almost 
everywhere some unlawful acts. It would appear from the press re- 
ports that both the state and the local authorities are trying to pre- 

vent such acts and to apprehend the perpetrators of the acts which 

have been reported. There does not appear as yet any warrant for 
further action by the Department, but we have the situation much in 
mind and will not fail to do what may seem appropriate, if and when. 

Mr. Fujii said that he was sure that we would do whatever seemed 
appropriate. 

II. Mr. Hornbeck then said that he would take this opportunity to 

speak of an unfortunate incident which had occurred a few days ago 
in the Philippines. Mr. Fujii said that he knew to what Mr. Horn- 
beck was referring. Mr. Hornbeck went on to say that in that inci- 

dent Filipino authorities had boarded a Japanese fishing vessel, which 
they had the right to do, and the Japanese crew had apparently as-
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saulted these authorities and thrown them overboard; apparently 
these authorities would have been drowned had not a third party 
picked them out of the water; authorized Philippine vessels had gone 
in pursuit of the offending Japanese vessel but had apparently not 
caught it. The unlawful resistance and forceful action of the Japa- 
nese crew in this case was of a rather serious character. Mr. Fuji 
inquired whether we had made any representations at Tokyo. Mr. 
Hornbeck replied that we had not, as we were endeavoring to ascer- 
tain the full facts; but that we might find it necessary to make some 
representations. Mr. Fujii inquired whether the Japanese Consul 
General at Manila had not done something in the matter. Mr. Horn- 
beck replied that we had understood that he had expressed himself 
as regretting and condemning the action of the Japanese crew. 

Mr. Fujii then referred to some other matters and said that he had 
originally intended calling yesterday but had put his call off until 
today in order to avoid newspaper correspondents: he thought that 
the less publicity there was given to his call—in connection with the 
Arizona matter—the better. He repeated that he had not been sent 

by his Government. Mr. Hornbeck said again that we would watch 
the Arizona situation closely. And the conversation there ended. 

S[vantey| K. H[orneecx] . 

811.5294/521 

The Japanese Chargé (Fujit) to the Secretary of State 

No. 184 WASHINGTON, September 26, 1934. 

Sir: Under instructions from my Government, I have the honor 
to call your attention to the recent anti-Japanese situation in the State 
of Arizona where the movement had for some time subsided, due to 
the precautions taken by the Department of State and the State of 
Arizona. 

According to the reports received by this Embassy the anti-Japanese 
movement in Arizona seems to have again become very active. 

On September 12th some fifteen people in six automobiles shot at 
Mr. Tadano who was on his farm and ran his truck into the river; on 
September 18th explosives were thrown near the dwellings of Mr. 
Okuma and Mr. Asano by several people who came in automobiles; 
and several farms cultivated by Mr. Yamamoto, Mr. Inouye, Mr. Taki- 
guchi and Mr. Tadano were flooded, their water-gates being destroyed. 

The Japanese nationals in Arizona are naturally in a state of panic, 
due to the renewal of these acts of violence, and the Japanese Govern- 
ment view the situation with growing concern lest it should disturb 
the most cordial relations between Japan and the United States,



694 FOREIGN RELATIONS, 1934, VOLUME III 

I have, therefore, the honor to ask that you be good enough to take 
the necessary steps to assure protection for the lives and property of 
Japanese nationals residing in the State of Arizona. 

Accept [etc. ] KeEINosUKE Foust 

811.5294/521 

The Secretary of State to the Japanese Chargé (Fujii) 

WASHINGTON, September 29, 1934. 

Sir: I acknowledge the receipt of your note, dated September 26, 
1984, in which there are cited reported instances of hostile acts directed 
against the persons and property of certain Japanese nationals resi- 
dent in the State of Arizona, and in which you request that necessary 
steps be taken to assure protection for the lives and property of Jap- 
anese nationals residing in that State. 

Conformably to the assurance given to you on the occasion of your 
call at the Department on August 20, that every appropriate effort 
would be made, the Department brought to the attention of the ap- 
propriate authorities of the State of Arizona the existence of appre- 
hension lest there arise in that State a critical situation affecting the 
lives and property of Japanese nationals. Assurances were promptly 
received from the authorities concerned that there had been taken 
and would be taken appropriate measures with a view to protecting 
the lawful interests of all persons involved. 

The purport of your note under acknowledgment has been com- 
municated to the Governor of the State of Arizona, and it may con- 
fidently be expected that he and other authorities concerned will not 
remit their efforts in the premises. 

I take this occasion to confirm the assurances which have already 
been conveyed to you orally by officers of the Department that the 
American Government, desiring to promote an adjustment by lawful 
processes of difficulties that may exist or may arise affecting Japanese 
nationals resident in the State of Arizona, will continue to give the 
matter its solicitous and careful attention. 

Accept [etc.] For the Secretary of State: 
Wri1amM PxHinies 

811.5294/527 

The Governor of Arizona (Moeur) to the Secretary of State 

Puoerntx, Arizona, October 4, 1934. 

My Dear Mr. Hott: I have your letter of October 1st ™ with further 
| reference to the anti-alien activities in the Salt River Valley. 

. "Not printed.
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I feel that the courts of Arizona have this situation well in hand 
and there has not been, and from every indication there will not be, any 
serious violence. The two incidents referred to by the Japanese Km- 
bassy, from all information available to me, were more than likely 
attributable to Communistic or “Red” activities in the Salt River 

Valley at this time. 
It is essential that we have the fullest cooperation from the Depart- 

ment of Justice and the Immigration Department in our endeavors to 
curb these Communistic activities, as a very firm stand in this matter 

on the part of all governmental agencies is imperative. 
You may be assured that every precaution is being taken to see that 

no violence occurs, and that you will continue to have my full coopera- 
tion in this situation. | 

Sincerely yours, B. B. Morvur 

811.5294/526 : Telegram 

The Chargé in Japan (Neville) to the Secretary of State 

Toxyo, October 9, 1934—6 p. m. 
[Received October 9—7: 42 a. m.] 

991. Embassy’s 189, August 24, 4 p. m. and despatch 994, October 
3.2 Iwas told at the Foreign Office today that in the past few days 
there had been numerous resolutions presented to the Government by 
various ultrapatriotic societies urging strong action in the Arizona 
case; that as each delegation appeared efforts were made to minimize 
the situation, but there was a possibility that, if they were to continue 
they might be used for domestic political purposes. 

Apparently these delegations are [ causing? | the Government, espe- 
cially the Foreign Office, considerable annoyance. ‘The Embassy has 
not been molested, possibly through the efforts of the authorities. 

NEVILLE 

811.5294/521 / 

The Secretary of State to the Japanese Chargé (Fujit) 

WASHINGTON, October 9, 1934. 

Sir: Referring to your note of September 26 and to the Depart- 
ment’s acknowledgment of September 29, 1934, in regard to the 
question of protection being accorded to the lives and property of 
Japanese nationals residing in the State of Arizona, I am pleased 

to inform you that the Governor of Arizona has written me under 

date October 4 stating that the courts of Arizona have the situation 

” Latter not printed. | |
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well in hand and that there has not been, and from every indication 
there will not be, any serious violence. The Governor also assures 
me that every precaution is being taken to see that no violence occurs. 

Accept [etc. | For the Secretary of State: 
Wi114amM PHiniiprs 

811.5294/526 : Telegram 

The Secretary of State to the Chargé in Japan (Neville) 

WasHIneTon, October 9, 1934—8 p. m. 

176. Your 221, October 9, 6 p. m. On October 1 the Department 
wrote the Governor of Arizona ™ and on October 6 communicated with 
him by telephone and received assurance that everything possible 
is being done to prevent unlawful acts and to protect the rights of 
all concerned. The Department is confident that the State authorities 
are giving appropriate attention to the situation. The Department 
has informed Japanese Chargé d’Affaires here. 

Hoy. 

811.5294/534 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineron, | October 11, 1934. 

The Japanese Chargé d’Affaires called to thank me for our note 
of yesterday with regard to the Japanese situation in Phoenix, 
Arizona; he said that the Department’s communication had crossed 
a message which he received this morning from his Government, in 
which deep concern was expressed with regard to the Arizona de- 
velopments; the Japanese Government had been advised that origi- 
nally 8,000 acres had been under cultivation by Japanese farmers 
and that now only 2,000 acres are under Japanese cultivation; the 
explanation being that American land owners have been threatened 
with violence if they continued to employ Japanese laborers; the 
land owners themselves, therefore, had become fearful of violence 
and had cancelled largely their contracts with Japanese laborers. 
The Chargé also reminded me that no arrests had been made, as yet, 
and for this reason his Government would welcome the sending of 
Federal Agents to Phoenix; he was glad, however, to learn that a 
committee of three had been formed consisting of one representative 
of the Japanese laborers, one representative of the American farmers 
and one neutral, which it was.hoped would find a friendly solution 
to the problem. 

® Letter not printed. 
™ Note dated October 9, p. 695.
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I explained to the Chargé the Department’s concern, that I had 
personally talked to the Governor, who I felt certain was doing every- 
thing he could and who was evidently aware of the importance of the | 
matter ; I explained to him that Federal Agents could only be sent out 
by the Department of Justice under very unusual circumstances and 
that it was up to the Attorney General to decide when those circum- 
stances existed. I also explained that we were in touch with the At- 
torney General on this very point and that I would let the Chargé 
d’Affaires know as soon as the Attorney General had reached any de- 
cision; I said that it might well be that the Attorney General would 
have to communicate with the Governor of Arizona before sending 
an agent to that state. 

Wii1AmM PxHItites 

811.5294/562 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 10, 1984—5 p. m. 
[ Received December 10—6 : 30 a. m. ] 

272. My 221, October 9,6 p.m. The Minister for Foreign Affairs 
was interpellated Saturday ® in the House of Peers concerning the 
steps taken by the Japanese Government in the Arizona case. 

In replying Mr. Hirota said that he had lodged a protest at Wash- 
ington “grave in comparison with usual diplomatic etiquette” and 
that, he believed that the Washington authorities were taking the 
proper steps in the matter. When his interpellator remarked that no 
arrests had yet been made and declared that the state of affairs was 
“barbarous” Mr. Hirota countered by expressing doubts that the acts 
of violence were committed by American citizens and suggested that 
they might be committed by aliens who wished to dissipate the rela- 
tions between Japan and the United States. 

The Embassy has no knowledge of Mr. Hirota’s sources of informa- 
tion in connection with the last statement above nor of the grounds 
upon which the statement might be based. 

| GREW 

811.5294/562 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, December 11, 1934—6 p. m. 

208. Your 272, December 10, 5 p. m., last sentence. Under date 
October 4, the Governor of Arizona informed the Department that 

*® December 8.
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some of the incidents occurring in the Salt River Valley might be at- 
tributable to communistic activities, and the Governor’s statement to 
this effect appeared in the press. 

For your further information. Everything possible continues to 
be done to prevent unlawful acts and to protect the rights of all con- 
cerned. To this end Department of Justice agents are investigating 
in the affected area and the Governor of Arizona has established an 
arbitration committee. The Department also continues to follow de- 
velopments with the closest attention. Fortunately the sporadic acts 
of violence that have occurred to date have caused no serious injury 
to Japanese persons, and only very slight damage to property. 

The latest development known to the Department was an informal 

call on November 30 by the Japanese Ambassador when the Ambas- 
sador called attention to a press item of November 29 in regard to 
the hurling of two bombs and left an informal typewritten statement ” 
recapitulating incidents that have been reported from Arizona up to 
date. The Ambassador said that he thought conditions were improv- 
ing somewhat. 

The agitation in Arizona is not anti-Japanese in character but is 
directed at all alien elements whose mode of living and economic 
activity conflict with certain native American elements. The Depart- 
ment appreciates the attitude of the Foreign Minister which is clearly 
calculated to discourage development of undesirable complications. 

PHILLips 

| 811.5294/565 | 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) 

[WasHineton,| December 20, 1934. 

The Japanese Ambassador called on me on December 18 and said 
that his Government had informed him that a member of the Diet 
had interrogated the Minister for Foreign Affairs with regard to 
the Arizona case and there had been raised the question whether the 
United States Federal Government was interesting itself on the spot 
in occurrences in the Salt River Valley; also, that the question was 
likely to come up again in the Diet in January and Mr. Hirota would 
like to have such information as we could give him. I told the Am- 
bassador that, for his own information, but to be used very confiden- 
tially, it is a fact that some Federal agents had been working on the 
case in Arizona. Giving reasons, I said that I would suggest that he 
suggest to Mr. Hirota that if the question comes up again he make 

® Not printed.
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the reply that it is his ynderstanding that Federal agents have been 
operating in the Salt River Valley, but avoid saying that he had been 
so informed by the American Government or any of its officers. Mr. 
Saito said that he “saw the point” and would so proceed. 

On December 19 there came to my attention the letter of the As- 
sistant Attorney General of date December 13 transmitting a copy of 
a report made by the Los Angeles office of the Division of Investiga- 
tion of the Department of Justice.” I informed the Ambassador to- 
day by telephone that I had some new information with regard to 
the Arizona case. He said that he would like to come in at once and 
hear what I might be able to tell him. Upon his arrival I told him that 
we had a report from a Federal agency and that I would give him a 
sketch of portions of its contents, which I proceeded to do, by read- 
ing to him excerpts from this Division’s digest of the Los Angeles 
office’s report. The Ambassador thanked me; he said that he had 
already telegraphed to Mr. Hirota in the sense of my suggestion of 
December 18 and that he appreciated having the additional infor- 
mation. 

S[TanLey | K. H[ornsecx | 

REPRESENTATIONS ON ESTABLISHMENT OF OIL MONOPOLIES IN 

JAPAN AND MANCHURIA * 

693.113 (Manchuria) Petroleum/33 : Telegram . 

The Minister in China (Johnson) to the Secretary of State 

Prreine, March 2, 1934—2 p. m. 
[Received 3:30 p. m.] 

106. Department’s 400, December 22, noon,” and subsequent des- 
patches from Consul General at Mukden regarding “Manchukuo” 
customs policy. 

1. Local recourse would appear to have been exhausted for the 
time being. Companies have unsuccessfully endeavored to pass trial 
shipments of oil similar to Japanese. They now feel that the present 
Japanese army [burning] test must be eliminated before discrimi- 
nation can be removed and suggest that efforts be made to obtain adop- 
tion of Japanese tariff classification as soon as practicable and that 
pending such revision of the tariff, mineral oil of over 30 degrees 
Baumé (excluding products obviously classifiable as lubricating oil) 

™ Not printed. 
“For previous correspondence on this subject, see Foreign Relations, 1933, 

vol. 111, pp. 732 ff.; for additional 19384 documents, see Foreign Relations, Japan. 
1931-1941, vol. 1, pp. 180-146. 

® Foreign Relations, 1933, vol. 111, p. 744. 
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be classified under tariff item 495—the item under which kerosene 
is classified. . 

2. Consul General at Mukden suggests and the Legation concurs 
that representations at Tokyo may possibly accomplish something. 
The Legation therefore suggests that the Ambassador be authorized 
in his discretion to make appropriate representations in Tokyo. 

3. British Legation is suggesting similar action to the British 
Minister who is at present in Nanking. 

J OHNSON 

894.6363/57 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 5, 1984—2 p. m. 
[Received March 5—7: 15 a. m.| 

39. A Government bill has been submitted to the Diet which will 
place virtually complete’ control of oil importation and refining in 
Japan in the hands of a Government commission. The bill, (a) re- 
quests all refiners and importers of petroleum products to obtain 
annual licenses to operate and to conduct operations in accordance 
with instructions from the Government, (0) requires refiners and 
importers to maintain minimum stocks which are to be kept at the dis- 
posal of the Government at current prices, and, (¢) authorizes the 
Government to fix prices when deemed necessary in the public interest. 
It is expected that this bill will receive the approval of the Diet in 
the near future. 

2. The bill is ostensibly designed to assure the Government of a 
permanent supply of oil at reasonable prices for use in time of war, 
but its effect upon the American and other foreign 01] companies oper- 
ating in Japan will of course depend more upon the administration 
of the law than upon the specific provisions contained therein. It is 
obvious that under the powers granted by the legislation the foreign 
oil companies can at any time be forced to abandon their business 
in Japan. The local manager of the Standard-Vacuum Company 
has been orally assured by the Minister of Commerce and Industry | 
that the purpose of the legslation is to protect rather than jeopardize 
the business of the foreign oil companies but this assurance will not 
necessarily bind future administrations. 

8. The British Ambassador recently has informally stated to the 

Vice Minister for Foreign Affairs that the oil interests of his country 
are anxious to cooperate with the Japanese oil industry but that they 
would like to know what the future policy of the Japanese Govern-
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ment is to be, in order that they may be in a position to formulate 
their own future policy and determine whether further investment 
and installation is justified, and he expressed the hope that the ad- 
ministration of the impending legislation if passed would not inter- 
fere with the present activities of the foreign oil companies in Japan. 
The local manager of the Standard-Vacuum Company would like to 
have me make similar informal representations. Does the Depart- 
ment perceive objections? (See my despatch 311 [384?], May 11, 
last ®°). 

GREW 

693.113 (Manchuria) Petroleum/34: Telegram 

The Secretary of State to the Ambassador in Great Britain (Bingham) 

Wasutineron, March 8, 1934—2 p. m. 

92. Please state orally and informally to the Foreign Office as 
follows: 

(a) In October last the Department instructed consular officers 
in Manchuria to make suitable representations to Manchukuo Cus- 
toms and other local authorities against the practice of Manchukuo 
Customs of admitting Japanese illuminating oil under a lower rate 
of duty than that levied upon American kerosene. Such representa- 
tions proving ineffectual, the American Consul General at Mukden 
was instructed to discuss the matter with the Japanese Embassy to 

_ Manchukuo. 
(6) The discrimination complained of is still being practiced, the 

Manchukuo authorities affirming that the use of any test other than 
the present “burning test” for determining the illuminating property 
of oils offered for importation would be impracticable and that suit- 
able revision of the tariff would have to await a general revision of 
the entire tariff schedule, which would not be made for about 18 
months. 
_ (c) We are informed that British consular officers have been mak- 
ing similar representations, and therefore we assume that the British 
Government shares the view that the practice under reference of the 
Manchukuo Customs is discriminatory and that it cannot be recon- 
ciled with the repeated assurances of the Japanese Government that 
the open door would be maintained in Manchuria. 

If such assumption is correct, the American Government would 
be glad to receive at as early a date as may be convenient an indica- 
tion of the British Government’s view with regard to the possibility 
of similar representations in the premises being made simultaneously 
by the American and British Governments, through their respective 
Ambassadors in Tokyo, to the Japanese Government. 

Hoi 

* Not printed.
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894.63863/57 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasxineton, March 13, 19834—7 p. m. 

28. Your 39, March 5,2 p.m. Please make orally and informally 
to the Foreign Office a statement similar to that made by your British 
colleague as outlined in paragraph 8 of your telegram up to and 
including the word “justified” and add the following: 

“I assume that the Japanese Government in regulating the oil 
industry will accord to American oil dealers and refineries in Japan 
the same rights and privileges as are or may be granted to Japanese 
oil dealers and refineries, and that it will give the same consideration 
to the interests of the American oil concerns that it may give to the 
interests of Japanese oil concerns.” 

Hou. 

693.113 (Manchuria) Petroleum/37 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

Wasuineton, March 14, 1934—6 p. m. 

66. Your 106, March 2,2 p.m. The Department instructed Em- 
bassy [at] London to ascertain views of the British Government with 
regard to the possibility of representations being made at Tokyo by 
the American and British Ambassadors. The Embassy reported as 
follows: 

“114. March 12,4 p.m. Department’s telegram No. 92, March 8, 
2 p. m., concerning Manchukuo customs on illuminating oils was read 
to Chief Far Eastern Department. He stated that judging from 
reports from British Consul General [at] Mukden, who recommended 
that no representations be made in the present case, the question ap- 
peared to be a highly technical one, not involving a clear-cut case 
of discrimination and consequently a difficult point to argue. Orde * 
was therefore not disposed to recommend representations suggested 
in the last paragraph of Department’s telegram under reference.” 

Inform Mukden of the foregoing and in your discretion authorize 
Mukden in its discretion confidentially and discreetly to intimate to 
American oil companies that the British oil interests appear not to 
have convinced British authorities that British representations are 
warranted. 

The Department is giving consideration to the advisability of 
making official representations independently. Please therefore re- 
port fully by telegram circumstances of reported refusal of Man- 

0 a Charles William Orde, head of the Far Eastern Department, British Foreign 
ce.
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chukuo Customs to accord illuminating oil—other than kerosene— 
imported by American companies the same favorable treatment which 
is accorded similar oil imported by Japanese concerns. 

Repeat to Tokyo as Dep[artmen ]t’s No. 29, 6 p. m. 
HULL 

693,113 (Manchuria) Petroleum/38 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

: Pererne, March 17, 1934—3 p. m. 
. [Received March 17—1: 55 p. m.| 

126. Department’s 66, March 14,6 p.m. Detailed circumstances of 
refusal to accord similar treatment to American companies are em- 
bodied in Mukden’s despatch of February 21st * which should reach 
the Department in the next few days. 

American companies indicate intention to abandon efforts to im- 
port fuel similar to Japanese because to degrade the quality of their 
kerosene sufficiently so that it will fail to pass the burning test and 
be admitted under item 506 would adversely affect the market and 
also because in practice the burning test offers too many opportunities 
for discrimination in enforcement. 

It is now suggested effort be made to obtain following interpreta- 
tion of tariff items: that any refined mineral oil regardless of trade 
name which has a gravity of 30 degrees Baumé and over but which is 
not readily classifiable as subject to duty under item 482, 491 or 497 
should be assessed duty under item 495. Item 490 applies to gasoline, 
491 to liquid fuel, 497 to lubricating oil and 495 to kerosene. Kepre- 
sentatives of the companies have referred this solution to their Shang- 
hai head offices with suggestion that it be submitted to the Dairen 
Commissioner of Customs and/or the Hsinching authorities. 

| If representations are to be made in Tokyo the Legation believes 
that they should be along the lines outlined Legation’s 106, March 2, 
2 p.m. paragraph 3 [1]. British Minister’s action consisted of a cable 
to British Legation [Ambassador?| at Tokyo informing him of our 
contemplated action and suggesting possible desirability of similar 
representations. Copy of his cable was repeated to Foreign Office but 
no answer received. 

I am also now informed by British Legation that British Consul 
General [at] Mukden refrained from expressing any opinion as to the 
desirability of representations Tokyo. Repeated to Tokyo. 

: J OHNSON 

Not printed.
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693.113 (Manchuria) Petroleum/41 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, March 22, 1934—5 p. m. 
[ Received March 22—2: 10 p. m.] 

126. My telegram No. 114, March 12, 4 p. m.;* and despatch No. 
564, March 138,** concerning “Manchukuo” customs on illuminating 
oils. I have just been advised informally by Chief of Far Eastern 
Department as follows: 

“Apparently owing to the uncompromising attitude of the Man- 
churian customs authorities this question has again become more acute. 
Your Legation at Peiping has we understand recommended to the 
State Department that the United States Embassy at Tokyo should 
take the matter up with the Japanese Government, and our Minister 

| in China has suggested to Sir Francis Lindley * the desirability of con- 
certing action in the matter with his United States colleague. We are 
seeking the views of the appropriate Department of the Board of 
Trade on the technical aspects of the case, and I will not fail to keep 
you posted of any further development which may occur on our side.” 

Foreign Office asks what decision you may reach on the whole ques- 
tion. 

BIncHAM 

894.6363 /59 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 29, 1934—noon. 
[Received March 29—4 a. m.] 

60. Referring to my No. 39, March 5, 2 p. m. 
1. The Petroleum Control Law has been approved by the Diet with- 

out change but the enforcing regulations have not yet been promul- 

gated. It was stated in the lower House that the primary objectives 
of the bill were (a@)—to regulate the imports of oil and thereby to 
promote the development of the domestic oil-refining industry and 
(6)—to secure an adequate supply of oil at all times. | 

2. I have not yet made the representations envisaged by the De- 
partment’s 28, March 13, 7 p. m., because the local general manager 
of the Standard-Vacuum Oil Company which is primarily concerned 
recommended delay on the ground that the future administration of 
the law and not the terms of the law itself is the important factor in 
the situation and it seemed preferable from various points of view 

“See telegram No. 66, March 14, 6 p. m., to the Minister in China, p. 702. 
“Not printed. 
® British Ambassador in Japan.
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to await the actual passage of the legislation. I shall shortly make 
the desired representations. 

3. Local newspapers report that the Japanese Government is con- 
sidering negotiations with the Netherlands Government for the pur- 
pose of regulating the trade between Japan and the Netherlands Indies 
on the barter system. From reports which the Embassy has special 

reason to believe are true it appears that the Japanese Government is 
considering the purchase by local and Manchurian refineries of a much 
larger proportion of crude oil from the Netherlands Indies than has 
been purchased in the past in order to offset the present heavy excess 
of exports to the Netherlands Indies. If some such arrangement is 
made the crude oil exports from the United States to Japan will be 
adversely affected.” 

a : GREW 

693.113 (Manchuria) Petroleum/44 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasuHineton, March 30, 1934—6 p. m. 

85. Your 126, March 17, 3 p. m. 
1. The Department under date March 22 was informed by our Em- 

bassy at London that, according to the British Foreign Office, the 
British Minister in China has suggested to the British Ambassador 
at Tokyo the desirability of concerting action with his American col- 
league in the matter of making representations to the Japanese Gov- 
ernment, and that the Foreign Office is seeking the views of the appro- 
priate department of the Board of Trade on technical aspects of the 
case. 

2. The Department is instructing the Embassy at London as fol- 
lows: 

“You may inform the Foreign Office that we consider it both un- 
necessary and inadvisable to rest any representations which this 
Government may decide to make to the 5. apanese Government on argu- 
ments or considerations of a technical nature. The action of the 
Manchukuo customs in classifying as kerosene illuminating oil im- 
ported by an American firm which was of substantially similar quali- 
ty to oil imported by Japanese firms and classified under a lower rate 
of duty evidences beyond any reasonable doubt that the test used by 
the Manchukuo customs lends itself to discrimination against non- 
Japanese oils. Additional evidence of discrimination would appear 
to be found in the fact that, following the establishment of the dis- 

*'The Ambassador in Japan, in his despatch No. 734, April 5, reported his call 
on April 2 at the Japanese Foreign Office, stating “The Vice Minister for Foreign 

| Affairs said that he fully appreciated the position of the American oil companies; 
that he would look into the matter, and if at any time he should be in a position 
to give me information concerning the points that I had raised, he would be 
very gladtodoso.” (894.6363/61)
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criminating practices of the customs authorities, there has been an | 
unusually large increase in the importation of Japanese light oils and 
a corresponding decrease in the importation and sale of American and 
British kerosene. 
We understand that the interested oil companies have recommended 

to their head offices, for submission to the Commissioner of Customs 
at Dairen and the authorities at Hsinching, a new system of classi- 

- fication which may possibly solve the difficulty, and it would seem 
desirable to await the result of efforts toward that end. However, 
if the proposal of the oil companies is not accepted by the local author- 
ities, we would be glad to receive (as suggested: in our telegram No. 
92, March 8, 2 p. m.) an indication of the views of the British Gov- 
ernment with regard to the desirability of similar representations 
being made simultaneously to the Japanese Government by the Ameri- 
can and British Ambassadors at Tokyo.” | 

| 3. Please keep the Department promptly informed of the decision 
of the oil companies and of any clarification in the British position 
that you may be able to learn of through your British colleague. 

4. If you have not already done so, please keep Tokyo fully in- 
formed, especially with regard to your 106, March 2, 2 p. m., Depart- 
ment’s 66, March 14, 6 p. m., your 126, March 17, 3 p. m. and this 
telegram. Hut 

693.113 (Manchuria) Petroleum/47 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prreine, April 10, 1934—noon. 
[Received April 10—7: 08 a. m.] 

160. Department’s 85, March 30,6 p.m. British Legation has had 
nothing from its Foreign Office. American Consul General at Muk- 
den *’ reports however that his British colleague informed him that 
advices from his Embassy [at] Tokyo indicate British Embassy pro- 
poses to make similar representations in line with our suggestion. 
Myers expresses belief that similar representations by American Em- 
bassy had become desirable. 

Repeated to Tokyo. Jounson 

693.113 (Manchuria) Petroleum/48 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 12, 1934—noon. 
[Received April 12—12: 47 a. m.| 

67. Referring Peiping’s number 160, April 10, noon. British Em- 
bassy informs me that a second secretary mentioned the matter of 

* Myrl S. Myers.



JAPAN 707 

the Dairen oil discrimination informally to a subordinate official of 
the Foreign Office last week but that no formal representations have 
been made. Also that the British Consul at Dairen has been authorized 
to associate himself with representations being made on this subject 
by the foreign oil companies at Dairen. 

Repeated to Peiping. GREW 

693.113 (Manchuria) Petroleum/50 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 

of State 

: Lonpon, April 14, 1984—1 p. m. 

[Received April 14—8: 30 a. m. | 

167. Embassy’s despatch 606, April 5,8 regarding “Manchukuo” 
- customs duty on illuminating oils. The Embassy has just received 
the following informal letter from Orde: 

“With reference to your call here on 38d April when you left with 
me an azdeée-mémoire regarding discrimination against the United 
States and British kerosene in Manchuria, I am writing to say that 
we have in principle authorized Sir Francis Lindley at his discre- 
tion and in concert with his United States colleague to make repre- 
sentations to the Japanese Government. We have at the same time 
explained to him that the State Department are in favor of post- 
poning action until the result of the companies’ negotiations at Dairen 
and Hsinching is known, and we are asking him to keep in touch with 
the oil companies as well as with your Embassy.” 

BincHamM 

693.113 (Manchuria) Petroleum/52 : Telegram | 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 16, 1934—2 p. m. 
[Received April 16—6:15 a. m.] 

171. Department’s 108, April 18, 5 p.m. British Legation states 
that its Embassy Tokyo has been authorized to make representations 
towards acceptance of formula set forth in paragraph 3 of Legation’s 
126, March 17, 3 p.m. However, Consul General at Mukden reports 
that oil companies have now sent letter to Dairen Commissioner of 
Customs requesting acceptance that formula. 

Legations agree that no representations should be made at Tokyo 
until the result of companies’ local representations is known. 

Repeated to Tokyo. , 

| J OHNSON 

* Not printed.
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693.113 (Manchuria) Petroleum/53 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, April 17, 1934—1 p. m. 
[Received April 17—6: 55 a. m.] 

175. Legation’s 171, April 16,2 p.m. On further consideration the 
Legation believes that representations at Tokyo should not be with- 
held until result of companies’ local representations is known but on 
the contrary should be made now and should be in the nature of an 
effort to obtain favorable consideration of the formula suggested by 
the companies to the customs authorities. My British colleague 
concurs. 

Tokyo informed. 

J OHNSON 

693.113 (Manchuria) Petroleum/56 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuinerton, April 19, 1934—5 p. m. 

52. Peiping’s telegram No. 175, April 17, 1 p. m. 
1. Department believes that it would be desirable that you make 

representations at the Foreign Office with a view to reinforcing oil 
companies’ representations at Dairen. (See page 3, Dairen’s despatch, 
March 3, 1934, to Peiping.®®) It leaves to your discretion whether the 
representations should be made formally or along the lines of Depart- 
ment’s telegrams No. 89, October 6, 5 p. m.," and No. 97, October 
14, 4 p.m.” 

2. Assuming that your British colleague is prepared to take similar 
action (Department’s 50, April 17, 3 p. m.®°), please notify him of the 
above. 

Repeat to Peiping as Dep[artmeni |t’s 118. 

Hu. 

693.113 (Manchuria) Petroleum/57 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 25, 1934—noon. 
[Received April 25—3: 07 a. m.] 

74, Department’s 52, April 19,5 p.m. I called on the Minister for 
Foreign Affairs today and made representations with a view to re- 
inforcing oil companies representations in Dairen, acting along the 

” Not printed. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 125. 
” Tbid., p. 126.
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lines of Department’s 89, October 6, 5 p. m., * and 97, October 24 [74], 
4 p.m. The Minister said he would interest himself in the matter. 
I have informed my British colleague. 

Repeated to Peiping. 
GREW 

693.113 (Manchuria) Petroleum/58 : Telegram . 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 28, 1984—11 a. m. 
[Received April 28—4: 25 a. m. | 

81. My 74, April 25, noon. The Foreign Office informs me orally 
that it is sending two officials to Manchuria in the near future for the 
primary purpose of attending a consular conference and that these 
officials at that time will thoroughly investigate the problem of oil 
duties. 

Repeated to Peiping. 

GREW 

893.6363 Manchuria/17 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

PEIPING, June 12, 1934—3 p. m. 
[ Received 7 : 35 p. m. ] 

243. Reference Mukden Consul General’s despatch to the De- 
partment May 4% regarding Manchuria Company. 1. British 
Legation informs me that it has received from its Foreign Office 
information to the effect that the British Ambassador at Tokyo 
advised his Foreign Office that he had been informed on reli- 
able authority that it was contemplated in the autumn of this year 
to increase capital of the Manchuria Petroleum Company to such 
an extent that a monopoly would be possible and that a monopoly 
would then be established. In view of this fact the Ambassador had 
recommended to his Foreign Office the possible desirability of in- 
formal representations to the Japanese Government at the present 
time rather than to wait until a monopoly had actually been estab- 
lished. The Ambassador is said to have expressed the belief that 
such representations would be more likely to prove effective if made 
before any decisive measures had been taken toward establishment 
of the monopoly. British Foreign Office has referred matter to Brit- 
ish Minister here with request for his views and those of the American 
Legation. 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 125. 
“ Tbid., p. 126. 
* Not printed.
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9. The Legation believes that if representations are to be made to 
the Japanese Government, it were better to make them before the al- 

leged plan for the creation of a monopoly has materialized. How- 
_ ever, it feels that the American Ambassador at Tokyo is in a better 

position to determine the desirability and possible success of such 

action. 
8. The Legation would appreciate receiving the Department’s views 

upon this matter in order that it will be in a position to reply to the 
British Legation’s inquiry. 

Repeated to Tokyo. 
J OHNSON 

893.6363 Manchuria/18 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, June 19, 1934—3 p. m. 
[ Received June 19—7: 30 a. m. | 

257. Legation’s 248, June 12, 3 p. m., despatch No. 929, June 13 
from the Consul General at Mukden,® copy of which was supplied 
to the Embassy at Tokyo, indicates that Consul General is reliably 
informed that necessary legislation will be enacted about September 
and that monopoly of petroleum business will go into effect early 
next year when Manchuria Petroleum Company begins to function. 
It is reported that Manchuria Petroleum Company will engage in 
refining only, its products to be sold to monopoly business and thence 
distributed through a system employing existing dealers of foreign 
companies. Present capacity of refinery which is under construction 
at Dairen is reported to be 15,000,000 gallons per annum with eventual 
expansion contemplated. If reported capacity is correct Consul Gen- 
eral anticipates approximate reduction of 40 percent in imports of for- 

eign distributors as compared with 1933. He suggests that if repre- 
sentations are to be made they be made prior to September next when 
it 1s anticipated monopoly law or regulations will be promulgated. 

J OHNSON 

893.6363 Manchuria/18 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

| WasHINGTON, June 20, 1934—7 p. m. 

180. Your 248, June 12,3 p. m., and 257, June 19,3 p. m. 
| 1. Department is inclined to believe that it would be desirable for 

the American and British Governments to take concerted action in 

*’ Despatch not printed. a



JAPAN 711 

this matter by making informal representations to the Japanese Gov- 
ernment prior to the establishment of the monopoly and is prepared 
to authorize the American Ambassador at Tokyo to make such repre- 
sentations provided the British Government similarly instructs the 
British Ambassador ‘at Tokyo. 

2. However, before informing your British colleague of the above, 
- please repeat this telegram to the Ambassador at Tokyo with request 

that he inform you of his views. If they are in accord with the 
Department’s views, you may then inform your British colleague; 
if not, you should inform the Department of the Ambassador’s views 
and await further instructions. 

Huy 

893.6363 Manchuria/19 : Telegram 

The Minster in China (Johnson) to the Secretary of State 

Prine, July 2, 1934—5 p. m. 
[Received July 2—11 a. m.°] 

286. Department’s 180, June 20, 7 p. m., was repeated to Tokyo 
with request for Ambassador’s views. Following has been received 
mm reply: 

[“]June 28,1 p.m. Legation’s June 22, noon. 
1. I perceive no objection to making informal representations in 

Tokyo in concert with my British colleague provided that a tenable 
basis for such representations can be found. 

2. Representations might be based: : 

(a) On the ground that an oil monopoly would obviously in- 
fringe the principle of the open door. This would in all proba- 
bility be met by the allegation that the monopoly is for purposes 
of national defense. (Mukden’s despatch No. 901, March 6 *8) 

(6) On article 15 of the United States-China treaty of 1844 ° 
(presuming that this article is still effective). Such representa- 
tions would seem like quibbling. 

(c) On the fact that the often expressed policy of “Manchukuo” 
welcoming the participation of foreign capital in the development 
of the country would hardly be effective if old-established foreign 
investments were threatened by a monopoly. 

& 3. I favor representations based on points (a) and (ce) in conjunc- 
ion. 

4. I do not believe that any representations will be successful but I 
do consider it desirable to place our standpoint on record. 

5. The British Embassy in Tokyo concurs with above viewpoint.” 

* Telegram in two sections. 
* Not printed. 
” Miller, Treaties, vol. 4, p. 559.
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British Legation here was informed of the sense of the above and 
of Grew’s views. 'The Legation now informs me that instructions have 
been issued by its Foreign Office to Ambassador [in] Tokyo directing 
that he informally call the attention of the Japanese Government to 
the fact that participation by the South Manchuria Railway and the 
contemplated erection by monopoly of refinery within leased territory 
indicates Japanese sanction of project and that such sanction would - 
appear to contravene article 3 of the Nine-Power Treaty.1 British 
Ambassador was directed to endeavor to secure withdrawal of South 
Manchuria Railway and all Japanese capital from participation in 
the enterprise and to urge upon Japanese Government desirability of 
inducing “Manchukuo” to abandon project. 

Before reporting further to its Foreign Office British Legation is 
requesting observations of British Ambassador in the light of this 
instruction and has promised to inform me when it is received. 

British Foreign Office instruction also directed that instructions be 
issued to the British Consul General [at] Mukden to enter protest 
with “Manchukuo” government (which Legation understands is done 
by personal communication from Consul General to Vice Minister for 
Foreign Affairs who is a Japanese, omitting all use of titles) on the 
grounds that establishment of monopoly would contravene treaty 
undertakings of “Manchukuo”—that government having solemnly 
undertaken to be bound by provisions of the treaties between China 
and foreign powers. In view of information contained in Grew’s 
June 28, 1 p. m. quoted above, British Legation is delaying issuance of 
instructions to the Consul General until observations of British Am- 
bassador have been received when further instructions will be requested 
of the Foreign Office. Should British Legation direct representations 
by Consul General at Mukden to “Manchukuo” authorities the Lega- 
tion believes that we should do likewise. 

Tokyo informed. 

JOHNSON 

800.503198 Manchuria/6 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 868 Toxyo, July 2, 1934. 
[Received July 23.] 

Sir: I have the honor to refer to the various despatches and tele- 
grams to the Department from the Legation at Peiping and the Con- 

sulate General at Mukden, regarding the reported intention of the 
“Manchukuo” Government to establish an oil monopoly in that coun- 

*Treaty regarding China, signed at Washington, February 6, 1922, Foreign 
Relations, 1922, vol. 1, p. 276.
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try, and to enclose herewith a copy of an announcement ? made by the 
Legation of “Manchukuo” at Tokyo under date of June 27, 1934, as 
distributed by the Rengo news agency. 

The announcement, it will be noted, states that the ‘“Manchukuo” 
Government has “decided to devise special measures in regard to en- 
terprises which have important bearings on national defense, those of 
a public nature and for the public benefit, and also those which con- 
stitute a basis for all industries such as transportation, communica- 
tions, iron, steel, light metals, gold, coal, petroleum, automobile, am- 
monium sulphate, soda and lumber.” The announcement does not state 
what the “special measures” are to be, but it can fairly safely be as- 
sumed that they will consist of enactments organizing semi-official 
joint-stock companies which will be given more or less monopolistic 
rights as regards certain industries within the country. Such com- 
panies have already been organized in the communications, petroleum 
and automobile industries, with “Manchukuo” and Japanese capital 
only participating. 

If evidence can be adduced indicating that Japanese capital is per- 
mitted to participate in such monopolistic industries while other non- 

“Manchukuo” capital is excluded, it is probable that grounds would 
exist for a protest to the Japanese Government on the ground of 
infringement of Article III of the Nine-Power Treaty. The Em- 
bassy is now conducting investigations along the lines indicated. 

Respectfully yours, JosepH C. Grew 

893.6363 Manchuria/20: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, July 3, 1934—6 p. m. 
[Received July 3—3:35 p. m.] 

142. Reference Peiping’s 286 * and previous regarding 011 monopoly 
in Manchuria. 

‘1. The British Ambassador called on the Minister for Foreign Af- 
fairs on July 2 and left with him an informal aide-mémoire of which 
the following is a summary: 

(2) The British Government has been informed that the Man- 
churian authorities contemplate the establishment of a petroleum pro- 
ducing, refining, and selling monopoly. 

(©) Legislation has been enacted establishing the Manchuria 
Petroleum Company and it is reported that further legislation will 
be enacted giving that company a monopoly of petroleum refining as 

* Not printed. 
* July 2,5 p. m., p. 711.
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well as withdrawing the business of selling petroleum products from 
the sphere of free competition. 

(c) According to reports, shares of the Manchuria Petroleum 
Company will be held exclusively by the Monopoly Bureau and Japa- 
nese companies, including the South Manchuria Railway, and the 
company’s refinery will be in the Kwantung leased territory. 

(d) The atde-mémoire then proceeds to inquire whether the Jap- 
anese Government can confirm the above and states the position of 

_ the British Government as outlined in the second sentence of section 1 
of Peiping’s 286, invoking article III of the Nine-Power Treaty. 

(e) Furthermore, the British Consul General at Mukden has been 
instructed to state to the Manchurian authorities that a monopoly 
would be contrary to provisions of the United States-China treaty of 
1844+ and the Franco-China treaty of 1858,° thereby disregarding in- 
ternational obligations which the Manchurian authorities have under- 
taken to respect. 

(f) The British Government trusts that the Japanese Government 
will discourage Japan|ese] capital from participation in monopolistic 
projects in Manchuria and that it will be able to dissuade the Man- 
churian authorities from proceeding with measures likely to result in | 
violation of the open door principle. (End of summary of aide- 
mémoire) . 

2. The British Embassy in Tokyo considers this to be an important 
test case of the open door principle in Manchuria. I concur. 

8. It is to be noted that the British appear to have modified their 
opinion as to the applicability of the United States-China treaty of 
1844 and the Franco-China treaty of 1858 and have therefore speci- 
fically invoked them through the Consul General at Mukden. 

4. While it is true, and to my British colleague advisable, to avoid 
the appearance of an identic démarche in this matter I believe it desir- 
able that our own representations here should be made before the 
Japanese Government shall have formulated its reply to the British 
aide-mémoire. Urgent instructions are therefore requested. 

Repeated to Peiping. 

GREW 

893.6363 Manchuria/20 : Telegram , 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHIncTon, July 5, 1934—6 p. m. 

112. Your 142, July 3,6 p.m. You are authorized to make informal 
representations ® substantially similar to those made by your British 
colleague, except with respect to statements made by the British Am- 
bassador in paragraph (I) of the British aide-mémoire. In this con- 

‘* Miller, Treaties, vol. 4, p. 559. 
° British and Foreign State Papers, vol. Lt, p. 636. 
*For text of American informal memorandum to the J apanese Foreign Office, 

dated July 7, 1934, see Foreign Relations, Japan, 1931-1941, vol. 1, p. 130.
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nection, the Department considers it unnecessary and inadvisable to 
have the American Consul General at Mukden make at this time to 
the Manchukuo régime any statements in regard to the matter. De- 
partment suggests that you emphasize that the proposed monopoly 
would contravene Article 3 of the Nine-Power Treaty as well as Ar- . 
ticle 15 of the Sino-American Treaty of 1844 and Article 14 of the 
Sino-French Treaty of 1858 and would violate the principle of the 
open door which Japan is committed to uphold and which it has de- 
clared that it will uphold. 

Repeat to Peiping as Department’s No. 198, 7 p. m. in reply to its 
286, July 2,5 p. m. 

Huy 

893.6363 Manchuria/29 

Memorandum by the First Secretary of Embassy in Japan (Dick- 
over) of a Conversation With the Chief of the Commercial Affairs 
Bureau, Japanese Foreign Office (Kurusu)" 

[Toxyo,] July 9, 1934. 

Mr. Kurusu said that our informal memorandum on the Manchu- 
rian oil monopoly question * had to be studied by two bureaux, the 
Asiatic Bureau and his, and that the memorandum had not yet come 
tohim. He said that he thought that the foreign companies were tak- 
ing the matter too seriously—that the idea was not to put them out 
of business, either in Japan or in Manchuria, but to build up domestic 
refining industries in both countries, as a matter of national defense. 

He then said that he wanted to ask me about a report which he had 
heard to the effect that the foreign oil companies were considering 
the placing of an embargo on the exportation of crude oil to Japan, 
if the Japanese and “Manchukuo” governments continued to take 
measures to restrict the foreign companies’ business. 

I said that I knew almost nothing about the matter. I had first 
seen the matter mentioned in the minutes of the Oil Control Bill 
Committee of the Diet, where a member had expressed a fear that 
some such step might be taken by the foreign oil companies. I said 
that I had asked an American oil man about the possibility of such an 
embargo, and had been told that there were so many independent 
oil companies in California, Mexico, Venezuela and elsewhere, that 
an oil embargo would hardly be practicable. It had been explained 
to me, however, I said, that California crude, because of its higher 
gasoline content, was almost indispensable to the profitable operation . 

™Copy transmitted to the Department by the Ambassador in Japan in his 
despatch No. 887, July 12, 1934; received August 6. 

® Dated July 7, 1934, Foreign Relations, Japan, 1931-1941, vol. 1, p. 130. 
748408—50—VOL. I1I———51
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of the Japanese refineries, but even in California, because of the 
existence of independent producers, such as the Union Oil Company, 
the exportation of crude to Japan could not be stopped. 

Mr. Kurusu said that his understanding of the situation was much 
the same; that the Standard and Shell interests could stop the ex- 
portation of crude to Japan and Manchuria by only two methods; 

| one was for those interests to buy up all the producing fields, which 
would be too expensive, and the other was for the oil companies to 
induce their governments to prohibit the exportation of crude to 
Japan and Manchuria. He asked if I knew of any attempt to obtain 

governmental action. 
I said that I did not know of any such attempt—that we had no 

official knowledge whatever regarding the matter—and that I did not 
even know if the foreign oil companies were discussing the question 
among themselves. I said that I did not see how any such action 
would be possible in the United States, except possibly under the 
N. R. A. 

Mr. Kurusu then said that he supposed that if workmen in the re- 
fineries in California should lose their jobs because of the cutting off 
of a part of their Japanese and Manchurian markets through the op- 
erations of the refineries over here, the N. R. A. might step in, and, 
to protect the American workmen, impose an embargo on the exporta- 
tion of crude to Japan and Manchuria. 

I said that I had no idea whether or not the matter was being con- 
sidered at all at present; that I thought it a question which might 
possibly come up at some time in the future, but not now. I said 
that the possibility always existed that, if the foreign oil companies 
found their large investments in Japan and Manchuria threatened 
by the expansion of the Japanese oil business, aided by licensing 
systems and sales monopolies, they might endeavor to prevail upon 
their governments to cut off the supply of crude to Japan and Man- 

churia. 
_ Mr. Kurusu then said that the question of an embargo on the expor- 
tation of crude to Japan was more serious than appeared at first 
glance, because it touched upon the question of national defense. It 
would be of no use, he said, for Japan to build more war ships if there 
was no oil to run them. He said that for this reason any proposal to 
cut off Japan’s supply of crude would arouse much resentment in Japan 
and make an amicable settlement of the oil question more difficult. 

I said that the foreign oil companies also regarded very seriously 
the possible loss of their business in Japan and Manchuria. I said 
that I believed that they had over a hundred million yen invested in 
Japan alone, and a considerable amount in Manchuria. If they were 

° National Recovery Administration.
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forced out of business, they could of course sell their equipment to 
Japanese firms, but it would be a forced sale and they could not obtain 
the value of the properties. I also explained that the large oil com- 
panies needed an outlet for their kerosene, which nowadays was a 
bye-product in the refining of gasoline, and that the only large market 
now was in Asia, since America and Europe used very little kerosene. 
For this reason also the American oil companies regarded the possi- 
bility of cutting off their Manchurian market very seriously. 

Mr. Kurusu said again that the idea was not to deprive the foreign 
oil companies of their business. He said that the demand for oil prod- 
ucts would increase so fast that the Japanese and Manchurian refineries 
could not keep up with the demand, and that the foreign companies 
would stay in business just the same. He said that the refinery which 
was going to be put up in Dairen could not take care of even half of 
the Manchurian demand. I said that that might be true, at present, 
but that it would be possible, in the future, if the refining capacity in 
Manchuria increased sufficiently, to use the law to stop the sales of 
imported products in Manchuria entirely. Mr. Kurusu laughed and 
said that he thought that a remote possibility. 

Mr. Kurusu then said that he did not believe in arguing about all 
these treaty rights—that Japan could reply that she did not under- 
stand the treaty clauses the same way. I said that it was principally 
a question of the maintenance of the Open Door. Mr. Kurusu said 
that the Open Door applies to China, but that “Manchukuo” can claim | 
that it is an independent state and does not have to regard the princi- 
ple of the Open Door. I said that the present regime in Manchuria, 
on announcing its independence, announced its intention of abiding 
with the treaties regarding China and respecting the obligations which 
China had incurred under the treaties. But, Mr. Kurusu said, the 
Western nations have not recognized “Manchukuo”, and an unrecog- 
nized state has the right to change its mind. I pointed out, however, 
that Japan was still bound by its obligations under Article III of the 
Nine-Power Treaty, and that under this Article it could not seek for 
its nationals any monopolistic privileges in Manchuria. Mr. Kurusu 
said that Japan’s nationals could engage in monopolistic enterprises if 
they were invited by “Manchukuo” to do so. 

Mr. Kurusu then asked if the whole matter were not one of vested 
interests rather than treaty rights. I said that of course the vested 
interests of the foreign oil companies, both in Japan and Manchuria, 
were of considerable importance, but that the oil monopoly question 
in Manchuria was of especial interest because of the principle of the 
Open Door. Mr. Kurusu said that other countries, France as an 
example, had imposed oil monopolies on the trade, but that one did 
not hear the oil companies complaining about their vested interests in
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those countries. I said that I did not believe that the large foreign 
oil companies had any large vested interests in those countries, and, 
anyway, those countries were not bound by treaties or the principle 

of the Open Door. | 
Mr. Kurusu then said that he did not think that he was going to 

get more than three or four days’ holiday this summer, as hé was going 
to be busy with “this Batavia business” and with “this fellow Saito’s 
return” to Japan.*° He said that he thought that Saito was bringing 
back with him some sort of plan for a trade agreement. I asked what 
sort of a trade agreement. Mr. Kurusu said that he did not know 
and could not see any necessity for a trade agreement, as the trade 
with the United States was nearly balanced and did not conflict in 
any important respects." | 

I then asked Mr. Kurusu about the “pinky” seal fur skins, but he 
said that he did not know how the case was getting along but would 
look it up. , 

E. R. D[ tcKover] 

893.6363 Manchuria/23 : Telegram 

The Minster in China (Johnson) to the Secretary of State 

Perrine, July 14, 1984—noon. 
[Received July 14—7: 55 a. m.] 

304. Department’s 112, July 5,6 p. m. to Tokyo regarding petroleum 
monopoly. British Legation informs me that British Consulate [at] 
Mukden has now been instructed to make representations to Vice 
Minister for Foreign Affairs at Hsinching leaving with him an un- 
addressed memorandum in the sense of item (e) of Tokyo’s 142, July 
3, 6 p.m. to the Department. 

| J OHNSON 

893.6363 Manchuria/23 : Telegram 

The Secretary of State to the Minister in China (Johnson) 

WasuHineTon, July 20, 1934—5 p. m. 

220. Your 304, July 14, Noon, and Tokyo’s 151, July 7, 1 p. m.” 
1. The Department views the proposed establishment of an oil 

monopoly in Manchuria with grave concern. Such a monopoly would 
jeopardize important American interests in Manchuria and would 
also encourage Chinese authorities in their efforts to monopolize cer- 
tain phases of the oil business. The Department expects therefore 

” Reference is to Hirosi Saito, the Japanese Ambassador at Washington. 
4 See pp. 799 ff. 
* The latter telegram reported, “Instructions carried out today.” (893.6363 

Manchuria/21)
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that the Embassy in Tokyo, the Legation in Peiping and consular 
officers in Manchuria, including Dairen, (keeping in touch with each 
other and with their British colleagues) not only watch developments 
carefully, but also consider ways and means of conserving the Amer- 
ican interests involved, reporting to the Department from time to 
time recommendations toward that end. Careful thought should be 
given at all times to the question whether it appears advisable that 
this Government make additional representations, either at Tokyo 
or in Manchuria, and the Department should be given the benefit 
of all pertinent views on this subject. 

2. Consul General Adams,’* while in Peiping, should familiarize 
himself with the Legation’s files in this case. 

3. Repeat to Tokyo as Dep[artmen ]t’s 123. 

Hv 

893.6363 Manchuria/27 : Telegrain | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 3, 1984—6 p. m. 
[ Received August 3—8:30 a. m.] 

168. Department’s 112, July 5,6 p.m. I have today received an 
informal memorandum from the Foreign Office, dated August 2, 
1934, in reply to my informal representations in regard to the oil 
monopoly in Manchuria. The substance of this memorandum is as 
follows: 

1. The Japanese Government is not concerned with the Manchuria 
Oil Company and the oil plans of the “Manchukuo” government but 
cites for the Embassy’s information certain reports which it is stated. 
were recelved recently. 

2. The Manchuria Oil Company has no restrictions in regard to 
the nationality of shareholders, and under existing law is granted 
no monopolistic rights. 

3. The “Manchukuo” government seems to be contemplating a law 
for the control of the oil industry, under which the sales of oil in 
“Manchukuo” will become a government monopoly. The manufac- 
ture, exportation and importation of oil will be included in the 
monopoly. 

4. 'The “Manchukuo” government does not appear to contemplate 
that the entire supply of oil to the monopoly will be obtained from 
the Manchuria Oil Company. 

5. The J apanese Government does not consider that investment by 
the South Manchuria Railway Company in the Manchuria Oil Com- : 

99. Waiter A. Adams, Consul General at Hankow, assigned to Harbin, June 

i4 For text, see Foreign Relations, Japan, 1931-1941, vol. 1, p. 182. The Am- 
bassador, in his telegram No. 170, August 6, 7 p. m., added: “British Embassy 
has received an essentially similar but not identic memorandum under same 
date.” (893.6363 Manchuria/28)



720 FOREIGN RELATIONS, 1934, VOLUME III 

pany will give rise to any question of infringement of the existing 
treaties. 

6. The question of whether or not the “Manchukuo” government 
is bound by the provisions of the Sino-American treaty of 1844 and 
the Sino-French treaty of 1858 is a matter to be discussed between 

| the United States and “Manchukuo” governments. 
7. While the Japanese Government cannot prevent the investment 

of Japanese capital in the Manchuria Oil Company and cannot per- 
suade the “Manchukuo” government to abandon its plans for control 
of the oil industry, it understands that the “Manchukuo” government 
intends to respect the interests of foreign merchants in “Manchukuo” 
to the greatest possible extent in connection with the purchase and sale 
of petroleum, and recommends direct negotiations between the in- 
terested merchants and the “Manchukuo” government. 

Repeated to Peiping. GREW 

893.6363 Manchuria/30 : Telegram . 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 8, 1984—11 a. m. 
[Received August 8—3:27 a. m.] 

174. British Ambassador informs me that when the British Consul 
General in Mukden last month made representations concerning the 
projected petroleum sales monopoly to the Director of the Political 
Bureau at Hsinking, invoking the provisions of certain treaties, the 
latter said that “his government considered that the failure of the 
powers to recognize the new state absolved them from the obligations 
voluntarily assumed in the notification to the Ministers for Foreign 
Affairs of foreign states March 12, 1932.”%% The Consul General 
pointed out that the “Manchukuo” statement was unconditional to 
which Kanai replied: “How can a government which is deemed to 
have no existence be expected to observe international treaties?” 

This telegram supplements my despatch No. 921 of August 6.2 
Repeated to Peiping. Grew 

893.6363 Manchuria/32: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrprine, August 11, 1934—noon. 
[Received 5:19 p. m.] 

354. Your 132, August 4, noon to Tokyo.” 
1. Perusal of the Legation’s files in reference to this matter in- 

dicates there is about to be set up in Manchuria a “Manchukuo” gov- 
ernment monopoly for the sale and distribution of kerosene. 

* See telegram from Hsieh Chieh-shih, Foreign Relations, 1982, vol. 11, p. 579. 
** Not printed. 
*™ Not printed; it requested information.
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2. “Manchukuo” exists by the favor and support of the Japanese 
Government. 

3. The Japanese Government has indicated that it does not intend 
to intervene with its protégé on behalf of American interests which 
will be affected by this subsidiary monopoly. Obviously it serves 

Japanese (military) interests that an area, restricting sale of petro- 
leum products, should be created in Manchuria to favor the develop- 
ment of a market for the higher-priced petroleum products of the oil 
shale refinery now being developed at Fushun. 

4. Furthermore, the state of world production and competition in 
kerosene products permits, if it does not encourage, the setting up of 
just such machinery as has been devised for the purpose of controlling : 
the sale and distribution of those products in Manchuria. Similar 
developments are already present in the consuming areas of China. 

5. There would be, naturally, nothing for American producers to 
do but to negotiate with monopoly for sale of crude oil and prepare to 
liquidate their distributing machinery in Manchuria. 

Repeated to Tokyo. 

J OHNSON 

893.6363 Manchuria/34 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 20, 1934—3 p. m. 
[Received August 20—2: 20 p. m.] 

182. Department’s 182, August 4, noon.** Having discussed the reply 
of the Foreign Office to our informal representations with my 
British colleague and with local representatives of American and 
British oil companies, I have arrived at the following conclusions: 

1. Further diplomatic representations in Tokyo would appear to be 
futile because the Japanese Government obviously does not intend to 
intervene with “Manchukuo” on behalf of American oil interests. 

2. Nevertheless, I am convinced that practical steps should be taken 
by the American Government and oil companies (working in con- 
junction with the British Government and oil companies) in an effort 
to defeat the proposal to establish an oil monopoly in Manchuria, not 
only because such a monopoly would close the Open Door as regards 
petroleum products, but also because success in this venture would 
encourage the Chinese in the establishment of monopolies, would al- 
most inevitably result in the discriminatory operation of the petroleum 
control law in Japan and would certainly lead to other monopolies in 
Manchuria. Reports have already been published that tobacco and 
automobile sales monopolies are under consideration by the Man- 

** Not printed ; it requested information.
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churian authorities. These two monopolies, together with the oil 
monopoly, if carried into effect, would in large measure abolish direct 
American trade in Manchuria. 

3. While I hesitate to advise any course of action which might tend 
to exacerbate feeling between Japan and the United States, at the 
same time I do not believe that the policy of suppression of contentious 
issues should be carried to a point where important American policies 
and interests become seriously jeopardized. Moreover, the projected 
closing of the door to direct American trade in Manchuria, in the face 
of repeated official assurances, to the contrary, seems to me to be suf- 
ficiently serious in potential consequences to justify our considering 
the use of a bargaining weapon, as might be found in an indication 
of retaliatory measures. 

4, The representatives of the two large American and British oil 
companies believe that the Japanese authorities would be influenced 
by even an indication that the American and British Governments 

were purposing restriction or stoppage of sales to Japanese and future 
Manchurian refineries of crude oil of the type which the refineries are 
fitted to handle most profitably. Deprived of crude oil of high gaso- 
line content from American and British sources, Japanese refineries 

would rapidly find themselves in a difficult position. I have been re- 
liably informed that Japanese officials recently conducted inquiries 
as to the possibility of obtaining crude oil from what they termed 
“neutral” countries but in every case they found the quality to be un- 
satisfactory, the supply to be inadequate or the cost of transportation 
excessive. The initial indication of retaliatory measures might there- 
fore well take the form of a request by the American Government for 
statistical data from American crude oil exporters for the purpose of 
studying the effect of crude oil exports on American oi] interests 

abroad. 
5. With an import and sales licensing system (in reality a quota 

system designed to restrict imports of refined petroleum products and 
to favor local refining) already in operation in Japan and with the 
prospect of a monopoly in Manchuria, it would appear to be self- 

injury for the United States to supply the Japanese and future Man- 

churian refineries with our best oil, thus enabling them in the long run 

to drive out our long-established oil organizations in Japan and Man- 

churia and eventually to render useless their installations and in- 

vestments. 
6. Because of the numerous sellers of crude oil, particularly in Cali- 

fornia, the Japanese representatives of American and British oil 
companies think that it would be impossible to stop or limit exports to 
Japan without the support of their respective Governments. I am not 
in a position here to evaluate the degree of hardship which might be 
caused to small American exporters of crude oil if such measures were 

carried out.
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. % It is rumored that the Japanese authorities in Manchuria are 
apprehensive in regard to the plans of the Manchurian authorities to 
establish an oil sales monopoly, partly because of the diplomatic repre- 
sentations already made and partly owing to accusations of the closing 
of the Open Door contained in a recent article on the subject of 
the proposed oil monopoly in the Vew York Times. It is there- 
fore possible that a reasonable amount of additional pressure might 
cause a modification or even abandonment of the plans. 

8. We must not close our eyes to the fact that a very serious issue 
is at stake, involving in large degree the future of our commercial in- 
terests and our traditional policy in the Far East. The Department 
may therefore wish to consider the political expediency of discussing 
with the British Government the commercial feasibility of a partial 
or total embargo on exports of certain composition oils to Japan. 

9. My British colleague is cabling his Government along similar 
lines, 

Repeated to Peiping. 
GREW 

893.6363 Manchuria/33 : Telegram 

The Minister in China (Johnson) to the Secretary of State 

Prrpine, August 20, 1934—6 p. m. 
[Received August 20—9: 35 a. m.] 

368. Following has been received from Consul [at] Mukden. 

“August 18, 11 a. m. according to strictly confidential information 
from the Standard- Vacuum Oil Company the Soviet Neft oil interests 
are closing all of their Manchurian agencies and canceling all con- 
tracts as of August Ist. If this is true it is most probably connected 
with the greatly increased Russo-Japanese tension and not with the 
oil monopoly question. Local Soviet Consulate General denies this 
report.” 

Consul is being requested to report more fully by mail.” 

J OHNSON 

893.6863 Manchuria/35 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Tokyo, August 22, 1934—11 p. m. 
[Received August 22—1:30 p. m.] - 

184, My 182, August 20, 3 p. m. 

1. My British colleague has sent me in confidence copies of a note 
and memorandum which he addressed to the Japanese Minister for 

* The Consul reported in despatch No. 954, August 25, to the Minister that “it 
seems to be clear that Neft is curtailing if not completely discontinuing its busi- 
ness in Manchuria.” (893.6363 Manchuria/49)
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Foreign Affairs yesterday with regard to the projected monopoly for 
the sale of petroleum in Manchuria. : 

2. In the note the British Government expresses the hope that after 
further consideration the Japanese Government will support the rep- 
resentations already made by the British Consul General in Mukden 
and will take steps to dissuade the Manchurian authorities from pro- 
ceeding further with this plan or from any similar action in breach 

of treaty stipulations or of the open door principle. 
3. The memorandum takes up three typewritten foolscap pages. It 

is very strongly phrased and deals chiefly with an itemized and “im- 
pressive and binding array of assurances” given by the Japanese 
Government on many occasions of a most positive and emphatic 
character that Japan was the champion of and would uphold the 
principle of the open door in Manchuria. 

4, If the text has not been received from other sources the Depart- 
ment may desire to send me rush instructions to cable it in full as a 
summary would be inadequate for careful study.?° 

Repeated to Peiping. 
Grew 

893.6363 Manchuria/31 

The Secretary of State to Mr. A. G. May of the Standard-Vacuum 
Oil Company 

Wasurineron, August 28, 1934. 

Drar Mr. May: We have received your letter of August 8, 1934,” 
giving the Department certain information which had come to your 
attention in connection with the proposed establishment of an oil 
monopoly in Manchuria. 
Among other things you state that the Standard-Vacuum Oil Com- 

pany may be asked to submit to the proposed oil monopoly quotations 
on crude oil and that you intend to submit such quotations, feeling 
that such action would not weaken your position or the position of 
the American Government in the matter of protest against the un- 
equal treatment which would be accorded you in Manchuria and 
Dairen if the proposed monopoly should be established. In the con- 
cluding paragraph of your letter you also state that you would ap- 
preciate being informed in regard to the results of the representations 
which the American Ambassador at Tokyo made some weeks ago. 

With regard to the question of your submitting to the proposed 
oil monopoly quotations on crude oil, it is believed that you will 
realize that it is difficult for the Department to comment. The most 

In response to a request from the Department, the Ambassador in Japan 

transmitted the text of the British memorandum in telegram No. 185, August 

28, 10 a. m. (893.6363 Manchuria/36). 
* Not printed.
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logical course of action open to the Department in attempting to pro- 
tect American interests established in Manchuria against monopolies 
is to endeavor to persuade the Japanese authorities, and through them 
the “Manchukuo” authorities, to recognize and observe the treaty pro- 
visions under which such American interests have become established 
in Manchuria, with particular reference to Article III of the Nine- 
Power Treaty, and the provisions in the Sino-American Treaty of 
1844 and the Sino-French Treaty of 1858 against the establishing of 
monopolies in China., However, the Department realizes that you 
and the other American oil companies established in Manchuria are 
faced with a practical situation which threatens serious impairment 
of your established interests in Manchuria and the Department is not 
inclined to advise against any practical steps that you might decide 
to take to meet an emergency thus involving your interests. It would 
appreciate, however, being kept informed of any such steps that you 
may take. 

With regard to the representations made by the American Embassy 
at Tokyo, it may be stated for your confidential information that the 
reply of the Japanese Government, under date August 2, 1934,” in 
substance (@) confirms the fact that the “Manchukuo” authorities 
have in contemplation a law for the control of the oil industry in 
Manchuria, (0) denies that the Manchuria Oil Company has, under 
existing law, been granted monopolistic rights, and (c) denies that 
the investment by the South Manchuria Railway Company in the 
Manchuria Oil Company gives rise to any question of infringement 
of existing treaties. It is understood that the British Ambassador 
at Tokyo received an essentially similar but not identic reply, also 
under date August 2, 1934, to representations which he made, under 
instructions from his Government, on behalf of British oil interests 
in Manchuria. The Department is making a study of possible further 
courses of action in the light of additional comment recently received 
from the American Ambassador at Tokyo. 

Sincerely yours, For the Secretary of State: 
S[vrantey] K. H[ornpecx] 

Chief, Division of Far Eastern Affairs 

893.6363 Manchuria/40: Telegram 

The Minister in China (Johnson) to the Secretary of State 

Perrine, August 28, 1934—1 p. m. 
[Received 2:20 p. m.] 

387. Legation’s 354, August 11, noon. Following is résumé of 
pertinent parts of recent despatches from Consul, Mukden: 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 182.
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1. During past month there have been signs of modification of 
monopoly program which is reported to have been originally con- 
ceived without prior approval of the Japanese Government by Hashi- 
moto, who is a director of the Nippon Oil Company and president of 
the Manchuria Oil Company and leading spirit in the oil monopoly 
and a brother-in-law of General Hishikari, Commander in Chief of 
the Kwantung Army and Japanese Ambassador to “Manchukuo”. 

2. Subsequent to the publication of the above information, and 
protests by the American and British Governments, the scheme had 
been held up and ban placed on press news regarding subject. Indi- 
cations are that “Manchukuo” authorities wish to reach direct agree- 
ment with foreign interests possibly upon quota basis similar to that 
now in force in Japan and Korea. 

8. Local manager of the Standard-Vacuum Oil Company views 
> with suspicion the desire of the “Manchukuo” authorities for direct 

conversations and feels that in view of apparent success of previous 
representations at Tokyo further efforts should be made through 
Japanese authorities. : 

4. However, Chase* concurs with his British colleague that: (a) 
the fact is [¢hat?] important officials of the Oil Monopoly Bureau 
are also Nippon O1l Company officials, together with the relationship 
between Hashimoto and Hishikari, makes it appear possible that there 
may be less of a national defence policy and more of a private interest 
behind the monopoly than has hitherto appeared probable; which fact 
should make opposition to the monopoly easier provided face-saving 
does not become involved, (6) that direct conversations between oil 
companies and “Manchukuo” authorities might be productive of the 
results provided it is clearly understood that the treaty position of 
the companies will not be affected and provided further that suitable 
negotiators are available, (c) that it is considered efforts to hasten eco- 
nomic development in Manchuria will increase total demand for oil 
to an extent partially compensating companies for decreased propor- 

_ tional share of trade. 

5. In view of the above Chase suggests that the situation calls for, 
(a) prompt agreement between foreign firms concerned on common 
plan of action and size of quota to be sought, and (6) appointment 
and despatch to Manchuria of qualified negotiators as soon as actual 

7 intentions of Tokyo and Hsinking are definitely clarified. 
6. Legation’s 368, August 20,6 p.m. Chase reports available trust- 

worthy information as indicating that this action has no connection 
with oil monopoly but is due to tension between Japan and Russia. 

He cites also announcement of “liquidation sale” by “The Foreign 

3 Augustus S. Chase, Consul at Mukden.
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Products Company”, a store in the Japanese railway settlement, which 
has been handling general lines of Soviet products. 

7. This has not been repeated to Tokyo as copies of despatches 
upon which it is based have been sent directly to Tokyo. 

J OHNSON 

893.6363 Manchuria/36 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WasHineton, August 29, 1934—5 p. m. 

149. Your 185, August 23, 10 a. m.,”* and previous, especially 168, 
August 3, 6 p. m. 

While giving careful consideration to the thoughtful suggestions 
made in your 182, August 20, 3 p. m., the Department inclines to the 
view that the American Government should not omit reply to the 
informal memorandum of the Japanese Foreign Office of August 2.5 
The Department has examined with approval the British Govern- 
ment’s reply, and it seems to us that this Government should also 
reply, for the purposes, ¢nter alia, of keeping the record clear as 
between ourselves and the Japanese and demonstrating willingness to 
cooperate as between ourselves and the British. Also, the placing 
on record at this time of a reply might be useful in connection with 
the question of possible implementing of the suggestions made in your 
182, August 20, 8 p. m. 

Unless you perceive substantial reason for further discussion of this 
question and/or of the text submitted below, in which case inform the 
Department promptly of your views, please give or send promptly, in 
such manner as you may consider appropriate, to the Minister for. 
Foreign Affairs, an informal memorandum as follows: 

[Here follows text of memorandum dated August 31, 1934, printed 
in Foreign Relations, Japan, 1931-1941, volume I, page 133.] 

Inform Department and Peiping of action taken. 
PHILuirs 

893.6363 Manchuria/42 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 31, 1934—2 p. m. 
[Received August 31—5: 37 a. m.] 

191. Department’s 149, August 29, 5 p. m. . 
- 1. I entirely concur with the Department’s views and have there- 
fore today transmitted the Department’s informal memorandum to 
the Minister for Foreign Affairs. 

* See footnote 20, p. 724. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 182.
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2. I have been informed by Mr. Goold, general manager in Japan 
of the Standard-Vacuum Oil Company, that the Standard, Rising 
Sun (Shell interests) and Texas Oil Companies have all agreed not 
to submit bids for the supply of crude oil for the Manchuria Oil 
Company which is now asking for bids for crude oil for the refinery 
being built at Dairen. 

3. Despite reports from Mukden that the proposed oil monopoly 
might be changed to a licensing system, Hashimoto, president of the 
Manchuria Oil Company, recently told Goold that the monopoly plan 
would certainly be carried out but that the date of enforcement had not 
been fixed. 

Repeated to Peiping. 
GREW 

894.6363/66 : Telegram 

Lhe Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, August 31, 1934—5 p. m. 

151. Your 182, August 20, 3 p. m., and 189 [190], August 24, 5 p. m.”6 
Representatives of Standard-Vacuum and Shell conferred on August 
22 with the Under Secretary of State and on August 23 with the Secre- 
tary of the Interior. The subject which they brought up was that of 
the Japanese petroleum regulations and possible action in relation 
thereto. They suggested joint representations by the three govern- 
ments most concerned and action by the American Government along 
the line reported in paragraph 4 of your 182, August 20, 3 p. m. 

The Department, noting that the British and Dutch interests which 
presumably would be affected are considerably greater than the Ameri- 
can interests, and for other reasons, took the position that if the British 
and Dutch Governments directly approached this Government with 

| practical suggestions for cooperation this Government would be pre- 
pared to give sympathetic consideration thereto. 

The representative of Shell expected to reach London on August 
31 and talk with the British Foreign Office. Meanwhile, Department 
has received on August 29 a telegram from London ” quoting the text 
of a memorandum handed by the Chief of the Department of Far East 
of the Foreign Office to Bingham.” Memorandum states certain facts 
in the situation; says the British oil interests affected have expressed 
apprehension at the prospect of having to invest large capital sums in 
increased storage plants without the certainty of a proper return; that 
British Government is disposed to support them in resistance to these 

*Tatter not printed. 
77 Not printed. 
* Robert Worth Bingham, Ambassador in Great Britain.
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measures and that, as an American company is also affected, British 
Government would be glad to learn what is the attitude of the Ameri- 
can Government in the matter. Telegram continues, that Foreign 
Office official said he understood that Shell representatives had dis- 
cussed the matter with Socony but did not know their views; that For- 
eign Office understood that Japanese plan if carried out would entail 
expenditure of 2,000,000 pounds by Shell alone for construction of 
tanks; that the British Government did not like extensive increase in 
oil tank storage in Japan; that the Dutch oil interests could be con- 
trolled by Shell; and that Foreign Office considers the matter urgent. 

Department has telegraphed, August 31, instructing London * ur- | 
gently to state to Foreign Office that the objections raised by the inter- 
ested oil companies against certain provisions of the petroleum indus- 
try law seem to us well founded and American Government is prepared 
to give sympathetic consideration to proposals which the British and 
Dutch Governments may care to offer toward attaining by joint or 
concurrent action an amelioration of the situation under reference. 

PHILLIPS 

893.6363 Manchuria/43 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, September 5, 1934—1 p. m. 
[Received September 5—2: 47 a. m. | 

196. My 191, August 31, 5 [2] p. m., paragraph 2. Goold now in- 
forms me that the three companies’ agreement not to submit bids for 
crude oil for the refinery at Dairen is being rendered valueless by the 
fact that Standard Oil of California and Union Oil of California 
are submitting bids for Kettleman crude oil mixed with kerosene for 
shipment to Dairen. 

Repeat[ed] to Peiping. 
Grew 

893.6368 Manchuria/50 

Memorandum by the Counselor of Embassy m Japan (Neville) of 
a Conversation With the Japanese Vice Minister for Foreign Affairs 
(Shigemitsu) on September 6, 1934 *° 

Mr. Shigemitsu then said to me that the American Government had 
sent strong representations about the oil question in Manchuria. I 

79 Telegram No. 347, noon, not printed. 
* Copy transmitted to the Department by the Ambassador in Japan in his 

despatch No. 956, September 6, 1984; received September 24. Omissions are 
indicated in the copy as transmitted.
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told him that I was not in a position to talk about it, as I had just 
come back. He said that the legal questions brought up in the note 
were extremely interesting. I asked him what the purpose of the 
Manchurian action could be—oil revenue or oil control. He said that 
he could not answer that question, but he suggested that the oil com- 
panies might find it to their advantage to talk to the authorities in 

: Shinkyo (Changchun). He said that the Japanese Government some- 
times had a good deal of difficulty convincing the “Manchukuo” 
people of the desirability of certain courses of action, but was always 
willing to do what it could to facilitate dealings with foreign coun- 
tries. I made no comment on this statement. He then added that 
discussions with the “Manchukuo” authorities by the oil companies 
would raise no question of recognition, and might do some good. He 
then said that he hoped the oil companies would keep in close touch 
with the “Shokosho” in Tokyo in regard to the enforcement of the 
new law in Japan. He said that the Foreign Office wished to settle 
the matter smoothly and without injustice, but that practically every 
country on earth was putting some sort of oil control into effect; 
that the Japanese Government desired an orderly marketing of oil 
products; that the situation in the United States was different in 
that America had a large supply of oil. I said that conditions were 
different in that respect, but that the oil companies had been in busi- 
ness out here for many years; that they had, so far as I knew, 
conducted their business in good faith and had always been anxious 
to supply the petroleum needs of the country and to conform in 
every way with the law. He said that this was true and that he 
hoped some adjustment could be reached. 

After a short conversation on purely personal topics I withdrew. 
E[pwin | L. N[evitre | 

894.6363/67:; Telegram 

. The Secretary of State to the Ambassador in Great Britain (Bingham) 

| , WasHincton, September 11, 1934—8 p. m. 

358. Department’s 347, August 31, noon.** Please telegraph action 
taken and substance of any further communication whether written 
or oral that has been received by the Embassy from the Foreign Office. 
Do not make any new approach to Foreign Office. 

The Department is informed on private authority that the British 
and the Netherland Governments have already made representations 

“1 Not printed, but see last paragraph of telegram No. 151, August 31, 5p. m., 
to the Ambassador in Japan, p. 728.
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to the Japanese Government, and by the Netherland Legation at Wash- 
ington that the Netherland Government has instructed its Minister at 
Tokyo to make friendly representations. 

: Hui 

894.6363/72 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, September 12, 1934—2 p. m. 
: [ Received September 12—9: 20 a. m. ] 

519. Department’s 358, September 11, 8 p.m. Text of Depart- 
ment’s telegram 347, August 31, noon, was read to the Chief of the 
Far Eastern [Department] September Ist who after expressing thanks 
remarked “it is all right as far as it goes” and later mentioned that he 
feared it might be difficult “to bring the small American companies 
into line.” 

He said that after talking the matter over with the interested de- 
partments he would again get in touch with the Embassy. 

Nothing written or oral has since been received from the Foreign 
Office. 

7 BINGHAM 

894.6363/76 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, September 19, 1934—11 a. m. 
[ Received September 19—1: 48 a. m.] 

205. My 199 [790], August 24, 5 p. m.,?* and previous telegrams 
concerning the Japanese petroleum control law. The Netherlands 
Minister yesterday made “friendly representations” to the Foreign 
Office on instructions from his Government and left with the Minister 
for Foreign Affairs an aide-mémoire pointing out that the Netherlands 
oil interests, which act through the Rising Sun Oil Company in Japan, 

_ are placed in a difficult position in Japan because of: 

(1) The 6 months’ stock-holding requirements, which involve a 
large outlay of capital. 

(2) The annual licensing system, which gives no security of business 
beyond 1 year. 

(3) The encouragement of oil refining in Japan, which is detri- 
mental to the refining industry in the Netherlands Indies. The Neth- 
erlands oil interests are nevertheless “willing to consider the erection 
of a refining plant in Japan but so far they have not been able to 
ascertain if a license to refine oil in Japan will be granted them and 

See footnote 31, p. 730. . 
3 Not printed. 
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if so whether they will enjoy the same treatment as the Japanese 
companies.” 

(4) The price-fixing regulations, which require the oil companies to 
sell their stocks and import quotas at prices fixed by the Government. 

The azde-mémoire then states the Netherlands Legation therefore 
requests the Japanese Government “to consider means to remedy the 
detrimental causes which render it extremely difficult for the Nether- 
lands oil interests to reach a decision which is bound to involve great 
expenditure for which at present no sufficient security is given.” 

Full text of the aide-mémoire will be sent by mail.* | 

GREW 

894.6363/77 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonvon, September 19, 1934—4 p. m. 
[ Received September 19—12: 20 p. m.] 

529. Department’s 358, September 11,8 p.m. Acting Chief of Far 
Eastern Department today referred to Embassy’s conversation with 
Chief of that Department, now on leave (reported in Embassy’s tele- 
gram 519, September 12, 2 p. m.) and made the following remarks. 

1. About July 23 British Ambassador at Tokyo on instructions from 
the Foreign Office informally advised Japanese Foreign Office in a 
friendly conversation that the Shell Company had complained of the 
Japanese petroleum law on the ground of compulsory tank construc- 
tion and price-fixing, emphasizing an early date, July 31st and on 
which the law was to come into effect. The Ambassador said that 
the British Government considered that as presented the company’s 
complaints were justified and he would be glad if the appropriate 
Japanese Ministry would hear the company. ‘This was at once agreed 
to and it is understood that the Under Secretary of Commerce had held 
conversations with Shell. 

2. Though the Foreign Office had not approached the Dutch they 
understood that “the Dutch Government are willing to authorize their 
Minister at Tokyo to make a similar démarche on behalf of Dutch oil 
interests.” 

8. The Foreign Office did not plan to move again in the matter at 
present, awaiting a possible answer from the Japanese Government 
or a request for further action from Shell. 

The Foreign Office is of the opinion that in view of our similar in- 
terests the Department of State might desire to instruct the American 
Ambassador at Tokyo to make a similar démarche to show the United 
States Government’s concern. 

BINGHAM 

* Not printed. |
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894.6363/76 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WASHINGTON, September 21, 1934—8 p. m. 

162. Your 205, September 19, 11 a.m. Please make the following 
communication orally and informally to the Minister of Foreign Af- 
fairs. If and when he asks for a copy, you may give him one without 
entitling it memorandum or aide-mémoire. | 

“1. The American Government has noted that enactment by the 
Japanese Government of a law (Law No. 26 of March 27, 1934) for 
the control of the petroleum industry in Japan and, in view of the 
substantial participation of American interests in that industry, it is 
moved in all friendliness to invite the attention of the Japanese Gov- 
ernment to the disabilities which the law under reference threatens 
to impose upon American petroleum interests in Japan. 

“2. The American firms concerned are convinced that, if, as a con- 
dition to continuation of their business in Japan, they are to be re- 
quired to install equipment and maintain stocks of oil and of oil 
products in excess of their ordinary commercial requirements; if the 
required stocks are to be subject to purchase by the Japanese Gov- 
ernment at a price to be fixed by that Government; if there is like- 
hhood or possibility that quotas will be prescribed regardless of the 
amount of business done in the past by firms that may be affected; 
and if there is likelihood or possibility that quotas may subsequently 
be raised or be lowered at will;—these firms would not be able to 
formulate long-term plans for the reasonable safeguarding of their 
enterprises in Japan and would find it impossible to invest with any 
sense of security funds necessary for the operation of those enter- 
prises. Accordingly, it is felt that subjection of their enterprises to 
such conditions and the meeting by the companies of such-requirements 
would be tantamount to a laying upon the companies of special burdens 
the effect of which would be a contribution to a national objective of 
Japan at heavy cost to the American enterprises concerned but with 
no advantage or compensation to the enterprises themselves. 

“3. In view of the destructive effect which application of certain 
provisions of the law would presumably have upon legitimate and 
established interests developed over a period of many years by Amer- 
ican enterprise in response to economic needs of the Japanese people, 
the American Government expresses the hope that the Japanese Gov- 
ernment will see its way clear to avoid subjecting American petroleum 
interests in Japan to the unusual hazards and the burdensome restric- 
tions upon the normal conduct of business which are apparently im- 
plicit in the law under reference.” 

Report by telegraph when action is taken. 
Department is instructing London to inform the British Foreign 

Office. 
Hui
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894.6363/77 : Telegram 

The Secretary of State to the Ambassador in Great Britain (Bingham) 

WASHINGTON, September 21, 1934—8 p. m. 

365. Your 529, September 19, 4 p. m. 

1. The British Foreign Office having made inquiry in regard to the 
attitude of this Government and the Department having indicated in 
its telegram No. 347 of August 31, noon,® that it would be prepared 
to give sympathetic consideration to proposals which the British and 
Dutch Governments might care to offer in the direction of the taking 
of joint or concurrent action, the Department naturally supposed that 
the British Foreign Office would without too great delay, in view of 
the Japanese requirement that the oil companies submit a report on 
plans of future operations before October 1, next, indicate to this 

Government what it would be prepared to do or would suggest for ac- 
tion concurrently with the other interested governments. | 

The Department has now instructed the Embassy at Tokyo infor- 
mally to invite the attention of the Japanese Government to the fact 
that the American firms concerned are convinced that if they are to be 
required to install equipment and maintain stocks of oil in no way 
related to their ordinary commercial requirements, if such stocks are 
to be subject to purchase by the Japanese Government at a price to 
be fixed by that Government, and if quotas for the importation of oil 
are likely to be prescribed without regard to the amount of business 
done in the past by such American concerns, there would be created 
conditions so hazardous and burdensome as to impair the ability of 
the companies concerned to conduct their business in Japan in a com- 

, mercially sound and prudent manner. 
It is hoped that the British Government may, in view of the facts 

that its representations were made almost 2 months ago and have thus 
far apparently yielded no favorable results, find it possible to express 
to the Japanese Government substantially similar views, thus tending 
to confer on the independent démarches of the interested Governments 
some of the advantages which might flow from simultaneous and joint 
action. 

2, Please seek an early opportunity to inform the Foreign Office 
orally in the above sense. 

3. For your confidential information but not for communication to 
the Foreign Office unless they first impart similar information, the 
Ambassador at Tokyo telegraphed under date September 19 that the 
Netherland Minister on September 18 under instructions from his 
Government made representations to the Japanese Minister for Foreign 
Affairs. : Huu 

* See footnote 31, p. 730.
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893.6363 Manchuria/52 

The Consul at Mukden (Chase) to the Minister in China (Johnson) *® 

No. 960 Muxpen, September 22, 1934. 

Subject : Oil Monopoly in Manchuria. 

Sir: I have the honor to refer to my despatches No. 951 dated 
August 17 and No. 952 dated August 22, 1934,87 on the above subject, 
and to submit more recent information, and observations based thereon. 
The local manager of the Standard-Vacuum Oil Company has in- 

formed a member of my staff that according to information given him 
by a Japanese employee of the firm in whom he places considerable 
faith, a lieutenant-commander of the Japanese Navy, whose name was 
not divulged, was in Hsinking early this month to confer with the 
authorities there, especially the “Manchukuo” naval office, regarding 
the proposed oil monopoly. The manager also stated that, according 
to his informant, the Japanese navy feels that the time is not ripe for 
an oil monopoly in “Manchukuo”, and that at least two or three years 
should elapse before the consummation of plans for such an organi- 
zation. No adequate reasons for this coolness on the part of the navy 
were given, it merely being said that radical steps should not be taken 
until the quality of the refined products turned out by the new refinery 
of the Manchuria Oil Company in Dairen could be tested. The Japa- 
nese and “Manchukuo” navies’ needs would certainly not appear to 
warrant such an interest in the supply of refined oil in Manchuria, 
however; and it would seem more reasonable to ascribe the navy’s 
attitude to a fear of possible international repercussions which might 
among other things result in retaliatory action by the oil companies 
and the navy’s inability to obtain its crude oil requirements. The 
informant, moreover, confirmed previous rumors that the army also 
was luke-warm regarding the proposed monopoly, as has already been 
reported to the Legation. Reasons for this are also lacking. 

In view of these rumors, substantiated by the statements of an 
official spokesman (page 5, despatch No. 951) in much the same tenor, 
I feel rather strongly that the monopoly will not go through as at 
first planned, in spite of what was told Mr. Timperley of the Associ- 
ated Press (despatch No. 952, dated August 22, 1934). Nevertheless, 
I feel that some sort of oil control will probably be substituted. 

Mr. Timperley was recently informed by officials of the “Manchu- 
kuo” Finance Bureau that plans for the monopoly were being com- 
pleted, and that they would probably be put into force within two or 
three months. The Finance Bureau, it should be remembered, is 

Copy transmitted to the Department by the Consul at Mukden in his unnum- 
bered despatch of September 22, 1934; received October 19. 

7 Neither printed.
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largely made up of civilians, many of whom have financial interests 
in Japan. Prominent among these is Mr. Tsuge, who has the title of 
“adviser”, and who is a director of the Nippon Oil Company. It will 

| also be recalled that Mr. Hashimoto, president of both the Nippon Oil 
Company and the recently formed Manchurian Oil Company, is the 
brother-in-law of General Hishikari. It becomes more and more 
apparent, in the light of the probable non-support of the army and 
navy, that these two capitalists have been the sole strong protagonists 
of the monopoly, with nominal support from General Hishikari him- 
self. It is more than likely that they have used their influence also 
with the Departments of Commerce and Industry, and Overseas, in 
Tokyo, to get support from civilian official quarters for their monopoly, 

which would accordingly be more for private gain than for “defence” 
as has always been maintained. 

It also seems apparent that army and navy officials, not only being 
jealous of the influence in the “Manchukuo” government of civilian 
enterprises, but also beginning to realize the serious consequences which 
might arise from an international standpoint following the erection 
of a complete oil monopoly, have decided that the time is not propitious. 
No doubt the representations made to the Foreign Office by both the 
American and British ambassadors in Tokyo have contributed not a 
little to the military’s adoption of this viewpoint. Now that the Over- 
seas Department has been relegated to the background in Manchurian 
affairs by the liquidation on September fifteenth of the so-called 
“trinity” system of administration, I feel confident that, for the pres- 
ent at least, individual capitalist schemes will receive but slight con- 
sideration, and that the oil monopoly plans will be either abandoned, 
postponed, or substantially altered. 

In connection with the above, I have been informed by the British 
Vice Consul here that the British Economic Mission, soon to visit 
Japan and “Manchukuo”, has evidenced great interest. in the general 
question of oil, and has been supplied with data relating to the pro- 
posed monopoly, which it proposes to make the basis of unofficial 
representations. 

Although the rumors of the abandonment of the oil monopoly per- 

sist, I am nevertheless informed by the local manager of the Standard- 
Vacuum Oil Company that requests for trade statistics of all kinds 
keep coming in from Hsinking. No reasons for these requests are 
given, and there is no indication as to whether they are required as 
bases for quotas and other methods of control under a projected oil 
control law, or whether they are desired by the Finance Bureau in 
connection with matters relating to the monopoly. So long as no 
positive information regarding the abandonment of the oil monopoly 
is received, the likelihood of such an eventuality must always be borne 
in mind.
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Some sort of oil control which will be monopolistic in effect if not 
in name will sooner or later undoubtedly be announced. Such a sys- 
tem, I understand, has already been instituted in Japan, where the 
several treaties applicable to China have no effect, and to which the 
principle of the “Open Door” does not apply; but if set up in Man- 
churia, although the foreign oil companies might not suffer from it 
as they would under a monopoly, the control would be as much in con- 
travention of the treaties and principle as the monopoly. 

Respectfully yours, A. S. Cuase 

894.6363/79 : Telegram 

Lhe Chargé in Japan (Neville) to the Secretary of State ® 

Toxyo, September 25, 1934—6 p. m. 
[Received September 25—11:55 a. m.] 

213. Department’s 162, September 21, 8 p.m. I read the Depart- 
ment’s communication to the Minister for Foreign Affairs today. He 
asked me for a copy which I left with him, explaining that it was an 
oral message. The copy bore no indication that it was a communica- 
tion, memorandum or official document of any description. The 
Minister said that he understood the position of the foreign oil com- 
panies and would see that the points brought out in the conversation 
would receive the attention of the authorities dealing with the oil 
question. He said he recognized the hardship which would be worked 
if the oil companies were required to expend large sums for storage 
purposes with no assurance for the future. 

NEVILLE 

894.6363/101 

The Chargé in Japan (Neville) to the Secretary of State 

_ [Extracts] 

No. 1001 Toxyo, October 5, 1984. 
| [Received October 22. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 984, 
dated September 21, 1934,%° and to previous correspondence on the sub- 
ject of American oil interests in Japan and their difficulties under the 
new Petroleum Industry Law. From recent indications it appears 
that the various questions involved may soon reach an acute stage. 

* This telegram was quoted by the Department in its telegram No. 368, Septem- 
ber 26, 6 p. m., to the Ambassador in Great Britain for the information of the 
British Foreign Office. 

” Not printed.
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T cannot escape the conclusion that every effort should be made by 
our Government, in connection with the petroleum situation in Japan 

and Manchuria, to protect as far as may be possible the large interests 
of our nationals in the oil trade of those regions, even at the risk that 
such efforts may bring added irritation to the relations between Japan 
and the United States. 

The oil problem in Japan and Manchuria, which indicates gross dis- 
regard of the rights and legitimate interests of other nationals, is 
more than a mere matter of the protection of commercial interests; 
it is a matter which directly concerns international policy and inter- 
national amity. Unfortunately, in all important instances during 
recent years where the Japanese have displayed their power, force 
could not be used effectively for the purpose of compelling a more 
reasonable attitude on their part. In the case of Japan’s oppression 
of the foreign oil interests, however, the nations concerned have an 
effective remedy. 

Petroleum is Japan’s weakest point. The nation must have con- 
siderable supplies of oil for its navy, merchant marine, internal trans- 
port, air force, manufacturing industries and fishing fleets. The oil 
produced in Japan cannot fill more than twenty per cent of the re- 
quirements. By controlling the supply of crude oil at the sources, 
therefore, the interested countries may be able to induce a more 
reasonable attitude on the part of the Government and the people 
here toward other peoples and toward international relations in 

general. 

From a purely commercial point of view, the action indicated above 
would appear to be both appropriate and feasible. The closing of the 
door to American oil companies in Manchuria through the operation 
of a monopoly system, in order to throw the business to a Japanese- 
Manchurian refining company, and the probability that the American 
oil companies selling refined products in Japan will gradually be 
forced out of the Japanese market through the quota system already 
established, would certainly appear to justify us in refusing longer 
to sell the Japanese the materials with which they can accomplish these 
results. By far the greatest part of the petroleum and petroleum prod- 
ucts used in Japan is of American origin. There would seem to be no 
reason why an American raw material should be supplied in un- 
limited quantities to assist in closing the market to American finished 
products. 

Moreover, the action of the Japanese Government in compelling the 
foreign oil companies to pay for and store, in tanks which they must 
themselves erect, large quantities of oil in Japan in order to create 
a war reserve for Japan, is one that can only be described as most un- 
fair to the foreign oil companies and one which should be resisted in
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every way possible, even though the resistance may work a temporary 
hardship on some interests, such as small independent producing com- 
panies in California which occasionally sell small quantities of crude 
oil to the Japanese refineries. : 

The local managers of the two large foreign oil companies operating 
in Japan are agreed that the plan of controlling Japan’s supply of 
crude oil would be commercially feasible, provided that the American | 
Government could control exports from the United States. The 
Netherlands Indies fields are controlled by the Shell and Standard 
interests; the Persian and Burman fields are controlled by the Shell 
interests; the Iraq field is under the control of an international com- 
pany of which large shares are held by the Shell and certain American 
interests. Other sources available outside the United States are in 
Mexico, Venezuela, Rumania and Russia. The Soviets are not ex- 
pected to be able to supply Japan with large quantities of crude oil, 
as their production is only slightly in excess of their own require- 
ments; their crude oil, moreover is not adapted to the existing Jap- 
anese refineries and the cost of transportation from the Black Sea 
is excessive. . The Rumanian oil interests are anxious to sell crude oil 
to Japan, but the quality of the oil is poor and transportation costs 
are again excessive. The Japanese hope to be able to find sources of 
supply in Mexico and Venezuela, but as yet the quantities available 
from independent producers are small and the cost of transportation 
isheavy. Moreover, such sources as Mexico, Venezuela, Rumania and 
Russia would not be satisfactory in time of war, as the lines of trans- 
portation are long and could be easily cut. The managers of the 
foreign oil companies in Japan therefore believe that if the American 
Government could control the export of crude oil to Japan from the 
United States, the Shell and Standard interests would limit the ex- 
port from other fields controlled by them, and the Japanese refineries 
would be placed in a most difficult position, from which they could 
only extricate themselves by abandoning their plans for monopolizing 
the oil trade of Japan and Manchuria. | 

Compelling the Japanese to abandon their plan of building up 
large reserves of oil at the expense of the oil companies would also 
appear to be advisable from a military point of view. The Japa- 
nese military machine is one of the most powerful in the world and 
therefore constitutes a constant menace to the peace of the world. It 
would seem, under the circumstances, to be inadvisable to consent 
to any measures which would tend to strengthen this machine. 

In its telegram No. 182, August 20, 3 p. m., this Embassy offered 
the suggestion that exports of crude oil to Japan and Manchuria be 
limited or stopped, and further suggested that, as an indication that 
some such measure was being considered, the American Government
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might request exporters of oil to furnish data regarding their exports, 
in order to enable the Government to study the effects upon our na- 
tionals’ oil interests abroad of our exports of crude oil. This sug- 
gestion was made in the belief that even a threat of retaliatory meas- 
ures would cause the Japanese Government and oil interests to relax 
their pressure upon American oil interests in Japan and Manchuria. 
It is believed that some initial step should be taken in the near future, 
as the foreign oil companies are being forced into an increasingly 

difficult position. 
It is realized that many difficulties both domestic and international 

are involved in attempting to control the export of oil from the 
United States. It means in many ways an acceptance of the concept 
that international trade is a matter to be arranged by Governments; 
that the individual merchant is to be directed, perhaps even sacrificed, 
in an effort to promote what is supposed to be the common good. Legal 
and perhaps political considerations, of which the Embassy has no 
knowledge, might be involved before a decision could be reached. For 
the foregoing or other reasons it may not be feasible to adopt the sug- 
gestions contained in this despatch, but at the present writing, there 
seems to be no other method of relieving the situation here. 

Respectfully yours, Epwin L. Nevitiz 

894.6363/82 : Telegram 

The Chargé in Japan (Neville) to the Secretary of State 

Toxyo, October 10, 1934—noon. 
[Received October 10—1: 55 a. m.] 

992. My 218, September 25, 6 p. m., and previous regarding the 
Petroleum Industry Control Law. I have been informed only today 
by the British Embassy that on October 5 the British Ambassador 
made renewed representations to the Japanese Government in regard 
to the Petroleum Industry Law and left with the Vice Minister for 
Foreign Affairs an aide-mémoire of which the following is the sub- 
stance : 

1. The British petroleum interests have so far been unable to obtain 
from the Japanese authorities assurances of a nature to relieve their 
anxiety or information which will enable them to decide upon their 
future business policy, and consequently they are unable fully to 

| comply with the provisions of the law requiring them to submit details 
of their plans for 1935. 

9. The British Ambassador therefore inquires whether the Japanese 
Government has been able to give consideration to the position of the 
British petroleum interests under the new law and expresses the “hope 
that it will be found possible to direct or modify the operations of that
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law in such a way as to relieve them of hardships which it threatens to 
impose.” 

Full text of aide-mémoire by mail.” 

NEVILLE 

893.6863 Manchuria/63 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 10138 Toxyo, October 17, 1934. 
[Received November 3.] 

Str: I have the honor to refer to this Embassy’s despatch No. 956, 
dated September 6, 1934, and to previous correspondence on the sub- 
ject of the proposed oil monopoly in “Manchukuo” and to report 
below the more recent developments in the situation. 

While the Embassy has received no reply from the Japanese For- 
eign Office to its informal representations on the subject of the 
proposed oil monopoly in Manchuria, the representations appear to 
have had some effect, as it is now reported that both the Japanese 
Army and the Japanese Navy are somewhat opposed to the scheme. 
According to reports received by the Embassy from various sources, 
dissension has arisen between the Financial Bureau of the “Man- 
chukuo” government (which is drafting the plans for the proposed 
monopoly), and the Japanese Navy and the Japanese Foreign Office. 
The Financial Bureau is proceeding with its plans, but the Japanese 
Navy fears that the foreign oil companies, or their governments, 
might adopt retaliatory measures which would interfere with the 
Navy’s supplies of fuel in time of war. Moreover, according to a re- 
port from the Consul at Mukden, the Japanese Navy does not want: 
the oil monopoly plan enforced until the quality of the oil products 
manufactured in the new Dairen refinery of the Manchuria Oil Com- 
pany has been tested and found satisfactory. The Navy therefore 
wishes to wait for two or three years before a monopoly system is 
put into effect. 

The Kwantung Army (Japanese) also appears to desire postpone- 
ment or abandonment of the plans for an oil monopoly. The Army 
apparently fears the ill-will of the oil supplying nations should a 
monopoly system be enforced, with the possibility that oil supplies 
might be cut off in a time of great need. The refusal of the Standard 
Oil interests, the Shell interests and the Texas Oil Company to quote 
for the crude oil for the Dairen refinery of the Manchuria Oil Com- 
pany has upset the Japanese officials, particularly those of the Army 

“Not printed. 
*! See footnote 30, p. 729.
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and Navy. The Army, however, is precluded from showing any 
active opposition to the monopoly project, as General Hishikara, the 
Commander of the Kwantung Army and Japanese Ambassador to 
“Manchukuo”, is the brother-in-law of Mr. Hashimoto, the President 
of the Manchuria Oil Company, and is tacitly, at least, in agreement 
with the project. Without the active support of the Army it is pos- 
sible that the monopoly project will be abandoned or postponed. 

It now appears, from reports which have reached the Embassy, that 
the monopoly scheme is largely the work of the Nippon Oil Company, 
the largest oil-producing and refining company in Japan. Mr. 
Hashimoto, the President of the Manchuria Oil Company, is also 
the President of the Nippon Oil Company. Mr. Tsuge, the Petroleum 
Adviser to the “Manchukuo” government, is a Director of the Nippon 
Oil Company and has been the leading advocate of the monopoly 
project. The Kwantung Army, however, has been insistent through- 
out (and it is believed sincerely insistent) that an ideal state, free 
from capitalistic control, should be formed in Manchuria, and there- 
fore it is possible that the Army will more actively oppose the control 
of the oil business of Manchuria by the Nippon Oil interests. 

According to a confidential report from Dairen, the work on the 
storage tanks of the refinery at Kanseishi (near Dairen) of the Man- _ 
churia Oil Company is progressing rapidly. Two tanks are now 
being erected and the foundations have been laid for three more. 
Work is also progressing on several stills, and one is near completion. 
The refinery, however, according to expert opinion, will hardly be 
ready for operation until late in 1935, although the original plan 
was to put the plant in operation by January, 1935. At the present 
rate of progress on the storage tanks, however, the Company should 
-be ready to take delivery of crude oil for refining within two or three 
months. The first contract for crude oil, amounting to 10,000 tons, 
it is reported, has been secured by the Rio Grande Oil Company. 

Respectfully yours, JosePH C. GREW 

893.6363 Manchuria/53 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrine, October 21, 1934—6 p.m. 
[Received October 21—10: 50 a.m.] 

478. Following from Mukden: 

“October 21,10 a.m. Representatives of the Standard-Vacuum Oil 
_ Company and the Asiatic Petroleum Company sent to Hsinking at 

the request of “Manchukuo” Finance Ministry were yesterday fur- 
nished by the latter with an oral statement regarding the proposed 
oil monopoly, summarized as follows:
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(1) The Government to control sales organizations excluding others 
from right of agencies or sales in the country. 

(2) The Government to use all the companies’ existing agencies 
as far as possible and to purchase at a reasonable price all equipment, 
with the exception of the Dairen and Newchwang plants, which the 
companies may be ready to dispose of. 

(3) Refined oil needs beyond the capacity of the Fushun shale oil 
plant and the Dairen refinery to be supplied by the present oil com- 
panies according to quotas based on the last 2 years. 

(4) Present companies to be given preference for Dairen refinery’s 
purchases of crude oil. 

(5) New monopoly law to be published shortly. 
(6) Monopoly has not yet decided to exercise control over lubricat- 

ing oil or products other than light oil, gasoline and kerosene, all of | 
which could be brought in under license and disposed of where pos- 
sible without restriction. 

(7) Monopoly therefore requests companies to provide it with in- 
formation regarding sales and imports during the past 2 years to- 
gether with lists of agencies and also all plants and equipment to be 
turned over. ) 

(8) Should the companies fail to provide this information by No- | 
vember 15th monopoly would be compelled to use own judgment re- 
garding determination of quotas.” 

Tokyo is being informed. Legation’s comments will follow later. 
Gauss 

894.6363/100 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 22, 1934—5 p. m. 
[Received October 22—10:25 a. m.] 

232. Embassy’s 222, October 10, noon, and previous regarding the 
oil situation in Japan and Manchuria. 

1. Referring to pages 3 and 4 of the Embassy’s despatch No. 1001, 
October 5,4? which should now be in the hands of the Department, the 
Department of Commerce and Industry has refused to grant a post- 
ponement of the time for filing import and storage plans and has 
demanded submission of the plans without delay. The foreign oil 
companies do not see their way to comply with the demand at present. 

2. According to Peiping’s telegram No. 478, October 21, 6 p. m., 
plans for an oil monopoly in Manchuria are progressing. 

3. It therefore appears that the oil situation in Japan and Man- 
churia is rapidly approaching a crisis. 

4, The Petroleum Committee set up in Japan by the petroleum 
industry law is scheduled to meet in late October or early November 
to consider various phases of the oil industry. 

“Pages under reference not printed.
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5. When the failure of the foreign oil companies to store 6 months’ 
stocks of oil is brought before the Petroleum Committee, it is feared 
that the committee may take some hasty and drastic action in regard 
to the foreign oil companies which would have to be upheld in the 
future because repeal would cause too great loss of face. 

6. It therefore might be advisable that any steps which the Ameri- 
can Government contemplates taking in this connection should be 
decided upon before the meeting of the Petroleum Committee. 

Repeated to Peiping. 

GREW 

893.6363 Manchuria/55 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrine, October 24, 1934—noon. 
[| Received 2: 55 p. m. | 

483. Legation’s 478, October 21,6 p.m. Supplementing his October 
21,10 a. m., Chase says that representatives of the oil company made 
no reply to the statement; that they feel authorities are bluffing and 
that strong representations would delay indefinitely creation of the 
monopoly. Chase feels that all foreign trade in Manchuria is threat- 
ened and that emphatic diplomatic representations and wide publicity 
are needed. He suggests that he be authorized to make strong protest 
at Hsinking. 

2. Although the Legation does not believe that representations at 
Hsinking would be of much use it is of the opinion that following - 
arrival in Mukden Ballantine “ might appropriately be authorized to 
proceed to Hsinking for the purpose of making contacts and dis- 
cussing informally this and other pending matters and expressing the 
concern of the American Government at these measures which appear 
calculated to drive American oil companies out of Manchuria. 

3. As the relationships existing between persons involved in the 
creation of the monopoly would appear to cause some doubt that it 
is bona fide for national defense as alleged (see Legation’s 387, 
August 28, 1 p.m.) the Legation is inclined to believe that in addition 
to any representations which the Department may deem appropriate 
the interests of the oil companies might be served by giving wide 
publicity to this open breach by “Manchukuo” of its open door, equal 
opportunity, respect for treaty, customs and obligations. Such pub- 
licity might support and strengthen the liberal elements in Japan 
opposed to dominance by the military. 

Repeated to Tokyo. 

Gauss 

“Joseph W. Ballantine, Consul General at Canton, assigned to Mukden, 
September 14,
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698.113 (Manchuria) Petroleum/70 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrine, October 24, 1934—1 p. m. 
[Received October 24—9: 45 a. m.]| 

484, Legation’s 188, April 23, noon.“ Recent import statistics indi- 
cate that question regarding discrimination in kerosene importations 

resulted in decided decrease beginning March in the importations of 
Japanese light oil into Manchuria, but that beginning September 
such importations have resumed previous figures. Oil companies 
maintain that this is due [to] laxity in customs examination of small 
shipments and those made by junk, and that carload shipments are 
examined in a manner permitting smuggling of high grade kerosene 
amidst low grade light oil. Companies have made representations 
to customs but result unknown. 

- It appears likely that British Consul General at Mukden, accom- 
panied by Commercial Counselor at Tokyo, will proceed to Hsinching 
shortly to take up this matter informally. American companies have 
requested that Chase do likewise, but Legation believes that this mat- 
ter might await arrival of Ballantine. See Legation’s 483, October 
24, noon. 

The Legation understands that matters such as the above are now 
handled by British consular officers in Manchuria under the direction 
of the Embassy at Tokyo to which mission they submit their reports 
rather than to the Legation as heretofore. 

Gauss 

893.6363 Manchuria/65 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Pripine, October 24, 1934—4 p. m. 
[Received October 24—2: 40 p. m.] 

485. Legation’s 484, October 24, 1 p.m. Chase reports that the 
Monopoly Bureau has requested Chinese agents of the Standard- 
Vacuum Company to send delegates to a meeting to be held at Hsin- 
king on the 26th for the purpose of selecting distributors of monopoly 
kerosene; that company have suggested to agents that the Bureau 
be informed that the matter should be taken up directly with the 
company. 

_ Gauss 

“ Not printed.
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894.6363/104 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the President of the Standard 
Oi Company of New Jersey (Walter C. Teagle) 

[ WasHineton,| October 24, 1934. 

Reference, Tokyo’s telegram 232, October 22, 5 p. m.; Tokyo’s mail 
despatch 1001, October 5, entitled “American Oil Interests in Japan” ; 
and Peiping’s telegram 478, October 21,6 p. m. 

Mr. Teagle called by appointment. Mr. Hornbeck said that he was 
very glad to see Mr. Teagle, as we have just received information 
regarding new developments—discouraging information—with re- 
gard to, first, the Japanese in Manchuria. Mr. Teagle replied that he 

also had received, last evening, from New York, a substantial amount 
of new information and that his Mr. Parker was sending what they 
had to the Department. Mr. Teagle took from his pocket a file which 
he said he supposed contained the same information that we had. 

Mr. Hornbeck then said that it was evident that the Japanese au- 
thorities are planning to go ahead regardless of the representations 
which the interested oil companies and the governments concerned 
have made. He recalled the prediction which had been made on the 
occasion of the first call of Mr. Teagle and Sir Henri Deterding * at 
the Department in connection with this matter, that representations 
would be of little avail unless it was made evident to the Japanese that 
disregard of the representations would be likely to result in embar- 
rassment to the Japanese in some concrete form. He said that the 
demands which the Japanese Government has made for early compli- 
ance by the foreign petroleum companies with provisions of the law 
and the regulations apparently makes it clear that the companies must 
decide at an early date upon the course of action which they will tell 

| the Japanese Government they intend to follow. He said that we had 
a memorandum prepared by an officer of the Embassy in Tokyo— 
which we might conjecture was based in part at least upon a brief 
supplied by the general manager for Japan of the Standard-Vacuum 
Oil Company—in which it is pointed out that in relation to supplies of 
crude oil Japan is very vulnerable; that the major portion of the 
petroleum and petroleum products now imported into Japan is of 
American origin; and that “There would seem to be no reason why an 
American raw material should be supplied in unlimited quantities to 
assist in closing the market to American finished products.” 

There ensued some discussion of commercial factors, in the course 
of which Mr. Teagle referred to the suggestion which he had originally 

** Director General of the Royal Dutch Petroleum Company.
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made to the Department that the American Government take steps 
toward regulating (restricting or embargoing) exports of oil from 
the United States to Japan. Mr. Hornbeck said that, speaking un- 
officially and purely on the basis of a personal impression, he doubted 
very much whether it could be expected that the Government would 
take steps in that direction. He said that he had studied the utter- 
ances and the acts of the highest officers of the Administration and 
that it was his impression that the thought of those officers did not 
run in that direction; he might be mistaken, he was speaking not on 
the basis of any decision of which he had knowledge or of anything 

said to him but on the basis of an impression; he felt that this subject 
was one with regard to which it would be well for Mr. Teagle to talk 
with the highest authorities; in fact, he felt that the whole problem 
under discussion should be taken up by Mr. Teagle with the Under 
Secretary or the Secretary of State—the problems involved being 
problems of very substantial importance both to the American oil 
interests involved and the various governments concerned. Mr. 
Teagle said that he concurred in the view that the matter should be 
treated as one of unusual importance and that he would expect to dis- 
cuss it with higher officers, but that at this moment the highest officer 
of the Standard-Vacuum Company is in London and is waiting to 
confer with Sir Henri Deterding at a meeting which will take place 
probably early next week; he, Mr. Teagle, therefore would not be in 
position to do anything until after that conference. Mr. Hornbeck 
said that he was glad to hear that such a conference was scheduled 
to occur, and that it seemed to him that the oil interests should decide 
upon a course of action for themselves which would not be contingent 
upon further governmental action: that is, that they should decide 
whether they intend to comply with the Japanese law and regulations 
or to tell the Japanese that they cannot and will not comply there- 
with. Mr. Teagle inquired what would be the result of non-compli- 
ance. Mr. Hornbeck replied that it would probably depend in con- 

_ siderable measure on the manner in which the petroleum interests 

handled the matter in giving notice of such intent—and on the man- 
ner in which they “followed up”; it might be that the Japanese 
would offer some kind of a compromise; it might be that they would 
endeavor to buy the equipment which the companies have in Japan 
and thereafter to handle petroleum business in Japan themselves. 
Mr. Teagle asked what there was to prevent an automatic confiscation 
by the Japanese Government of this equipment. Mr. Hornbeck said 
that he did not believe that that question need arise: if it became 
clearly evident to the Japanese that the companies were prepared to 
refuse to do business on the conditions thus far laid down by the 
Japanese and also evident that, in the event of their being frozen out | 

748408—50—VoL. 111I———53
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of Japan, the companies would exert themselves toward drying up 
the sources of petroleum imports to Japan and to Manchuria, the 

Japanese would probably think very seriously before taking the re- 
sponsibility of creating such an impasse. Mr. Teagle then referred to 
the difficulty of bringing independent oil producers into line. Mr. 
Hornbeck said that he realized that this was a very real problem 
and he felt it was one to which the industry should address its best 
thought and effort. 

At this point Mr. Hornbeck asked that he be permitted to introduce 
Mr. Mackay **—and Mr. Mackay was called in. Mr. Hornbeck in- 
formed Mr. Mackay that he had suggested to Mr. Teagle that the oil 
companies come to a decision with regard to the course of action 
which they would pursue vis-a-vis the Japanese authorities; he said 
that he had by implication suggested that the companies prepare for 
a contest; that he believed that the Japanese Government, if it saw 
that the great producers of petroleum were prepared to exert them- 
selves toward refusal to supply crude petroleum to Japan and that 
the governments concerned were at least sympathetically disposed 
toward that effort, would hesitate to force the issue. Mr. Mackay 
indicated concurrence in that view. Mr. Teagle then said that we 
might all await with interest the report which would be made to him 
sometime next week of the conference scheduled to be held in London 
to which he had earlier referred. Mr. Hornbeck said that we would 
all continue to give the question our thought. The conversation there 
ended. 

893.6363 Manchuria/57 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 26, 1934—6 p. m. 
| [Received October 26—10: 15 a. m.] 

236. 1. In reply to inquiries of the foreign correspondents in re- 
gard to the proposed oil monopoly in Manchuria at the Foreign Office - 
press conference today Amau*’ is reliably reported to have made 
approximately the following statements: 

(a) “Manchukuo” is an independent country and representations 
should be made to Hsinking. 

(6) If foreign countries claim that Manchuria is still a part of 
China, they should protest to Nanking. 

(¢) Japan does not consider that Nine-Power Treaty applies to 
“Manchukuo”. 

(d) Declarations made by Japan or “Manchukuo” in regard to the 
maintenance of the open door were unilateral declarations, which do 
not have the binding force of treaties and which can be withdrawn. 

*“ Raymond C. Mackay, of the Division of Far Eastern Affairs. 
“ Hiji Amau, Japanese Foreign Office spokesman.
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(e) The principle of the open door means only that all foreign 
nations trading in China shall have equal rights and does not apply 
where there is no discrimination as among foreign nations. (When 
a foreign correspondent asked how Japan was considered in this con- 
nection, no clear-cut reply was forthcoming). 

2. A press ban has been placed in Japan upon publication of news 
concerning the oil monopoly in Manchuria. It appears probable that 
this step was taken to counteract the effect in Japan of a publicity 
campaign abroad. The afternoon Japanese newspapers, however, have 
published news despatches from Washington and London to the effect 
that diplomatic representations have been made on the subject of the 
open door and the Japanese petroleum industry but they avoid refer- 
ring directly to the Manchurian oil monopoly. 

Repeated to Peiping. 

GREW 

893.6363 Manchuria/55 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, October 26, 1934—6 p. m. 

183. Reference Peiping’s 483, October 24, noon, and 484, October 
24,1 p.m. (which Peiping is repeating to you) and Embassy’s 236, 
October 26, 6 p. m. 

1. Following the receipt of Peiping’s telegrams, the Department 
has given consideration to the question of the advisability and de- 
sirability of making, as suggested in paragraph 2 of Peiping’s tele- 
gram of October 24, noon, further representations in regard to the 
proposed Manchukuo oil monopoly, but has not yet reached a decision. 

2. For your information. Following the appearance in the Ameri- 
can press of an Associated Press despatch from Tokyo of October 24 
in regard to the projected Manchukuo oil monopoly and the oil situa- 
tion in Japan, the Under Secretary at the press conference on Octo- 
ber 25 orally gave to correspondents in response to inquiries back- 
ground information. The American press has carried a number of 
articles and editorials in regard to these questions. 

3. Peiping informed. 

PHILLIPS 

893.6363 Manchuria/59a : Telegram 

The Acting Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineton, October 26, 1934—6 p. m. 

10. Press stories from Tokyo state that “high diplomatic authori- 
ties” there have declared that by protesting to Japan against the
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projected petroleum monopoly in Manchukuo the British and Ameri- 
can Governments have practically scuttled the London naval conver- 
sations,** this action amounting to a move by those two governments 
to inject political matters into the London talks. 

As you doubtless are aware, the discussions with regard not only 
to the projected Manchukuo monopoly but also with regard to the 
Japanese petroleum law, between on the one hand the British Am- 
bassador and the Japanese Foreign Office, and on the other hand the 
American Ambassador and the Foreign Office began many weeks 
ago. No new move has been made by us, and we know of none by the 
British, in recent weeks. The latest move was a move made by the 

Manchukuo authorities recently, of which we have thus far not taken 
official notice. The story that such moves have been made has appar- 
ently been given to the press, we know not by whom, at this time, in 
Japan. Our concern and our action with regard to these petroleum 
matters are in no way related to our objectives, our efforts or our 
procedure at the London naval conversations. 

PHILLIPS 

893.6363 Manchuria/58 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 29, 1934—6 p. m. 
[Received October 29—9: 15 a. m.] 

238. Department’s 183, October 26, 6 p. m. 
1. I do not believe that informal conversations in Hsinking or 

more formal representations in Tokyo, based on allegations of viola- 
| tions of treaty rights and perhaps the principle of the open door, will 

prove effective unless backed up by some indications of proposed 
practical steps on our part. The Japanese are sure of the impregna- 
bility of their political and economic position in the Far East and are 
in no mood to recede from their stand, regardless of protestations 
from other countries. The Japanese Army and Navy clearly desire 
Japanese control of the oil industry and are well known to be 
entransigeant. 

2. It appears to me that the time has come to link together, in any 
future conversations or representations in Tokyo, the oil control sys- 
tem in Japan and the proposed oil monopoly in Manchuria, because 
the two systems appear to be designed to operate together to give the 
Japanese practical mastery over the oil trade of Japan and Manchuria 
and would enable them eventually to drive out our long-established 
oil interests. 

** See vol. I, pp. 217 ff.



JAPAN 751 

3. The Embassy is not aware whether the Government of the United 
States possesses the requisite legal authority or considers feasible the 
use of such authority to embargo or restrict the export of certain 
types of crude oil to Japan as envisaged in paragraph 8 of the Em- 
bassy’s telegram No. 182, August 20, 3 p. m., and in the strictly con- 
fidential section of despatch No. 1001, October 5, 1984. If the answer 
to the foregoing points is affirmative it would appear that the time 
has come to give to the Japanese Government some intimation that the 
United States does not consider it the part of wisdom to supply the 
Japanese refineries in Japan and in Manchuria with the raw material 
with which to drive the products of our oil refineries out of the mar- 
kets in this part of the world and invalidate the heavy investments 
already made by American capital in installations and general out- 
lay in this country and in Manchuria. : 

Repeated to Peiping. 

GREW 

893.6363 Manchuria/59 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Perrine, October 30, 19834—4 p. m. 
[ Received October 80—11: 30 a. m.] 

496. Legation’s 483, October 24, noon. In a despatch of October 
23rd to Tokyo” the Consul at Dairen expresses the belief that the 
officials at Hsinking are not sufficiently sure of their ground to be 
heedless of any of the proposals for modification of monopoly scheme; 
that it is imperative that the foreign oil companies formulate a 
mutually agreeable counterproposal, and that they do not as pre- 
viously set forth be content only with protesting directly and through 
their diplomatic representatives on the basis of violation of the open 
door and equal opportunity. That some form of control over the 
oil business in Manchuria will be established in the near future seems _ 
to him a foregone conclusion, and he feels that the amount of busi- 
ness which the foreign oil companies will be able to retain will depend 
largely on the unity, determination and wisdom with which they meet 
the situation. He expresses belief in the possibility that insistence 
on retaining the privilege of marketing refined 011 in Manchuria, ac- 
companied by agreement to submit to a control and quota system, 
would, when backed by diplomatic protests, be effective. 

Tokyo informed that Dairen despatch has been summarized to 
Department. 

Gauss 

*” Not printed.
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893.6363 Manchuria/58 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WASHINGTON, October 31, 1934—7 p. m. 

184. Your 238, October 29,6 p.m. A representative of the prin- 
cipal American interest has been in frequent oral and written com- 
munication with the Department and with the British private inter- 
ests concerned, and through them with the British Foreign Office, 
during recent weeks. 

The Department shares your view that there should be some indica- 
tions of proposed practical steps. However, the British-Dutch priv- 
ate interests involved are probably as great as if not greater than the 
American. Those interests and their governments have given no 
indication of plans or intention on their part to take practical steps. 
The Department has repeatedly stated that it will consider sym- 
pathetically suggestions for cooperative action, if and when, orig- 
inating with the British Government; but no such suggestions have 
been forthcoming. We do not intend to be drawn or pushed into a 
position of taking the initiative in action or threats of action to 
coerce Japan, the consequences of which, if successful, would be of 
probably greater advantage all told to British-Dutch interests than 
to American and, whether successful or not, would lay us open to a 
particularization of Japanese animosity in those premises. We do not 
at this stage look with favor upon the idea of an embargo or restric- 
tion of export by this country—for reasons which need not be tele- 
graphed but which have been explained here. We believe that, first, 
the interested companies should arrive at a definite understanding 
among themselves with regard to the course of action which they 
intend in various eventualities to follow and give us some indication 
thereof, and, second, proposals for joint or concurrent action should 
now originate with the British and Dutch Governments. 

| You should say to the representatives of the American interests 
that (2) you doubt whether the American Government is in position 
to proceed with the idea of embargo or restriction of exports; (0) the 
American Government feels that the interests concerned have not thus 

far given evidence of a united front or a common plan of procedure 
on their part; and (¢) the American Government is still awaiting an 
initiative by the British and Dutch Governments in the form either 
of further action by them or proposals by them for joint or concurrent 
action. You should discourage expectation, under the circumstances 
at this moment, by the American interests, of independent and spec- 
tacular action by their Government. 

PHILLIPS
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893.6863 Manchuria/60 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

| Prrpina, November 1, 1934—2 p. m. 
[Received November 1—8: 40 a. m.] 

502. Legation’s 496.° Following from Consul General [at] 
Mukden. 

“October 30,10 p.m. The local army spokesman called this evening 
for the purpose of translating orally the summary of an announce- 
ment published today by the ‘Manchukuo’ government regarding the 
oil monopoly. While its full meaning is not clear as orally trans- 
lated the announcement apparently modifies the oral statement of 
October 20th to the extent of offering to foreign companies the right of 
acting as selling agents of the monopoly in allotted areas. Since it 
appears that they would have to purchase all supplies from the monop- 
oly this scheme would seem to be impracticable. It is not yet known 
if this represents a true desire to come to terms with the companies. 
The full announcement will be reported to the Legation as soon as it 
is available. 

The spokesman stated that he understands that monopoly law is to 
be promulgated in a few days and go into effect about January Ist.” 

Gauss 

894.6363/105 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxro, November 1, 1934—6 p. m. 
: [Received November 1—8: 15 a. m.] 

241. Department’s 162, September 21, 8 p. m. 
1, Under date of October 31, 1934, the Foreign Office transmitted 

_ to this Embassy an informal memorandum in reply to our oral repre- 
sentations. The substance of the memorandum is as follows: 

2. The preamble disclaims any intention of disturbing the security 
of those engaged in the oil industry in Japan. 
_ 3. Numbered paragraph 1 states that the reason for the yearly license 
is the regulation of the importation, production and sale of oil in order 
to achieve harmony in the industry. As long as the demand for petro- 
leum products in Japan continues to increase, the quotas of the oil 
companies will not be restricted below the limits of their business be- 
fore the enforcement of the petroleum industry law. 
_ 4, Numbered paragraph 2 states that in allotting increased quotas the 
intention is to have as much refining done in the country as possible 
and to give the importers only such part of increase as cannot be 
handled oY the domestic refiners. 

5. Numbered paragraph 8 states that the petroleum committee will 
grant permits for refining after taking into consideration the condi- 
tion of supply and demand, the circumstances of the existing refiners, 

» October 30, 4 p. m., p. 751.
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et cetera. Importers of gasoline who wish to engage in refining in 
Japan may import crude oil in place of refined products. Permission 
will generally speaking be easily granted, especially if the company 
concerned has not less than half Japanese capital. 

6. Numbered paragraph 4 states that the Government has no inten- 
tion of taking over at other than market prices oil owned by the com- 
panies. It also has no intention of interfering arbitrarily with the 
market prices of petroleum products but reserves the right to control 
prices if the public interest demands. 

7. There is no mention in the memorandum of the 6 months’ stock- 
holding requirements. 

8. Similar memoranda have been received by the British Embassy 

and the Dutch Legation. 
Text by mail.™ 

GREW 

893.6363 Manchuria/61 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

_ Toxyo, November 2, 1934—3 p. m. 
[Received November 2—4:23 a. m.] 

242. Department’s 149, August 29,5 p.m. The spokesman of the 
Foreign Office informed a member of my staff last evening that the 
Foreign Office reply to our second representations in regard to the 
oil monopoly in Manchuria is practically finished and will be delivered 
in a day or two. I therefore suggest awaiting this communication 

before the Department decides on further action. 
GREW 

894.6363/134 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 6, 1934—7 p. m. 
[Received November 6—9: 30 a. m.] 

244. Department’s 184, October 31, 7 p. m. 

1. The foreign oil companies have today received letters from the 
Ministry of Commerce and Industry requiring them to submit their 
import and storage plans by November 15th. The letters conclude 
with a statement of which the following is a translation: 

“In case yo fail to respond to our request promptly, a smooth 
execution of your company’s business plan for 1935 might be inter- 
fered with.” 

2. ‘The foreign oil interests regard this as an ultimatum supported 

by a threat. Consultations are in progress and the foreign oil com- 

' Not printed.
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panies will telegraph their recommendations to their head offices 
within a day or two. 

GREW 

893.6363 Manchuria/66 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 6, 1934—8 p. m. : 
[Received November 6—10:15 a. m.] 

245. Department’s 187, November 5, 2 p. m.,°? Manchuria oil monop- 
oly. Summary of Japanese reply. 

(a) Plans of “Manchukuo” government to regulate the oil industry 
are projects of that government and are not within the knowledge or 
concern of Japanese Government. 

(6) The Japanese Government appreciated the adoption of the open 
door principle by “Manchukuo”. In case of difference of opinion be- 
tween “Manchukuo” and third government regarding its application, 
while the Japanese Government would welcome a reconciliation of 
views, it cannot be responsible for the industrial policy of “Manchu- 
kuo”, which claims to have the right to control important industries, 
but with no intention of subjecting foreigners in Manchuria to dis- 
criminatory treatment. 

(c) The Manchuria Oil Company is given no monopolistic priv- 
ileges and the Japanese Government can find no reason to forbid Japa- 
nese investments in the company. 

(d) “Manchukuo” government does not intend to purchase all the 
oil which it will sell from the Manchuria Oil Company and the inter- 
ests of foreign concerns will be considered in the purchases of petro- 
leum. 

Full text * sent by mail to Shanghai for transmission by naval radio. 
Repeated to Peiping. 

GREW 

894.6363/116 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 8, 1934—7 p. m. 
[Received November 8—9: 50 a. m.] 

249. Local manager Standard-Vacuum Company requests Embassy 
to send the following message in code to the Department for transmis- 
sion to their principals in New York. I am informed by the British 

Embassy that they have sent a similar message in code to London for 
the Rising Sun Company. 

° Not printed. 
For text of memorandum dated November 5, 1934, see Foreign Relations, 

Japan, 1931-1941, vol. 1, p. 140. The Ambassador in his telegram No. 246, No- 
vember 7, 10 a. m. (893.6363 Manchuria/67), reported: ‘‘The British Embassy has 
received a similar memorandum.” ;
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“Parker, Standard-Vacuum Oil Company, New York. . 
Referring our cable November 7th, the following is the opinion of 

the local representative British Oil Company and ourselves. We have 
been in constant touch with the American and British Embassies and 
the Dutch Legation. 

1st. If it is decided to notify Japanese Government that for- 
eign oil companies refuse to comply with stock-holding regula- 

| tions then in view of Japan’s recent uncompromising and un- 
satisfactory replies to Government representation, it is considered 
that apparently the only chance to influence cancellation or modi- 
fication of these regulations which can be done without Diet 
action lies in the willingness of the American, British and Dutch 
Governments to announce simultaneously, and at the time of noti- 
fication of noncompliance by the foreign oil companies, that if 
Japan persists in these unfair regulations which force foreign 
concerns to help finance a national defense scheme, the foregoing 

_ Governments will be constrained to adopt practical defensive 
measures to guard against unwarranted transfer of national pe- 
troleum resources. 

2d. Japan is almost entirely depending upon the United States 
and Dutch East Indies for petroleum and if she accomplishes her 
present objectives in Japan and Manchuria, which depend upon 
refining crude oil which must be imported, and the export supply 
of which we assume could at least be subjected to control and the 
regulations as restrictive and burdensome as those imposed by the 
Japanese control law, it would then seem likely that Japan will 
feel free to proceed without fear of opposition to attempt by 
reexport of refined products and other means to dominate the 
petroleum situation in China as well. 

3d. We should decline for the present to submit information 
requested by Hsinking (see our cable October 25th) also con- 
tinue to decline to quote on crude oil because to do so would 
appear to be tantamount to acquiescing in proposed monopoly 
and would be inconsistent with protests made by Government. 

In view foregoing and as issues involved are more than purely 
commercial in both Japan and Manchuria we and friends hope that 
the Governments concerned can be persuaded by you and London to 
support plan as per first paragraph. Friends are cabling London 
through British Embassy in similar sense. Goold.” 

Please inform Embassy if delivered. 
GREW 

894.6363/115 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 8, 1984—9 p. m. 
[ Received November 8—9: 30 a. m.] 

250. My 244, November 6, 7 p.m. The Netherlands Minister has 
informed me that this morning he sent to his Government a long tele- 
eram explaining the oil situation in Japan and stating that in his
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opinion there is no hope of obtaining any amelioration of the situation 
unless the foreign oil companies and the British, American and 
Netherlands Governments present a united front to the Japanese. 

GREW 

894,6863/119 

Memorandum by the Chief of the Division of Far Eastern Affairs 

(Hornbeck) of a Conversation With Mr. P. W. Parker of the 
Standard-Vacuum Ow Company 

[Wasuineton,] November 10, 1934. 

Mr. Parker called me on the telephone from New York. He in- 
quired whether there was anything new since the telephone conversa- 
tion between Mr. Teagle and me of yesterday. I said that there was 
nothing new. Mr. Parker said that this would presumably be his 
last inquiry before starting for Tokyo; he would like to know whether 
there is any possibility that the American Government would be 
disposed to do anything in the way of placing an embargo or restric- 
tion upon export of petroleum. I said that we had gone over that 
matter pretty thoroughly with Mr. Teagle, and that, on the last occa- 
sion when the matter had been discussed between Mr. Teagle and 
me, I had said to Mr. Teagle, unofficially and as a matter of personal 
opinion, that, upon the basis of my knowledge of the general thought 
of the Administration, but without this question having been put 
definitely and been subjected to a decision, it was my impression that 
action in that direction could not be expected; and I had suggested 
that if the American companies want a decision with regard to the 
point they should themselves put the question up to the highest author- 
ities. I reminded Mr. Parker that it has been indicated repeatedly 
in our statements during the conversations on this subject that the 
American Government awaits an initiative by the British Govern- 
ment and we definitely do not intend to “get out in front” in this con- 
nection. Mr. Parker said that he understood this. He said that his 
representative in Tokyo seemed still to think that we might lead off 
with restrictions. I said that our Ambassador in Tokyo has been 
informed of our attitude and I have not the slightest doubt but that 
he has informed the Standard-Vacuum representative there. 

I then went on to say that, from the fact that the Dutch Shell peo- 
ple are sending representatives to Tokyo, just as Mr. Parker is going 
there on behalf of Standard-Vacuum, we may assume that the British 

Government has given them its blessing in that connection; and that 
presumably the Ambassadors of all three countries at Tokyo will 
assist these representatives of the companies toward making contacts 
and going into conference with the Japanese authorities. I did not 
see that more could be expected of us at the present moment. Mr,
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Parker said that he felt that we had been and were being very helpful. 
He wondered whether I had any other suggestions. I said that I 

had one: speaking unofficially and informally and personally, I felt 
that, confronted by a problem such as Mr. Parker will be dealing with 
on his trip, those who are handling the problem should seriously con- 

sider indications of trends in the field of foreign trade and merchan- 

dising abroad; that, more and more, governments are going to be con- 
fronted with the question of employment for their own people; that 
in countries circumstanced as are Japan and China—to say nothing 

of others—there will presumably be more and more a tendency to 
try to substitute domestic labor and employment for foreign labor 
and imported services; that, to limit the thought to Japan, the Japa- 

nese would import raw materials but as far as possible do their own 

processing and their own merchandising; hence, foreign companies 

doing business in Japan would need to think seriously before adding 

to their investments and expanding their agencies of distribution 

within the country. No one could say that there might not come 
about changes in trend, both international and national,—but the 

trends of the moment must be considered in connection with any com- | 
mitments for the immediate future. Mr. Parker said that he real- 

ized this; that his company had not made new investments in Japan 

for sometime back; and that he supposed that, more and more, the 

Japanese would see to it that, where their own people could compete 
with foreigners doing business in Japan, little if any profit would 
be permitted to accrue to the latter. I suggested that this part of the 
conversation be regarded as strictly entre nous. Mr. Parker said: 

“Of course.” Mr. Parker said he appreciated all the trouble which 
we had taken in connection with this matter. I said that it was not 
trouble; that it was our business; that what concerns the rights and 
interests of American business concerns us; and that we appreciate 

the disposition to consult us and “play the game with” us which his 
company has shown. I wished him an enjoyable and successful trip. 
And the conversation there ended. 

S[rantey] K. H[ornsecx] 

894.6363/141 

The Ambassador in Japan (Grew) to the Secretary of State 

| [Extract] . 

No. 1060 Toxyo, November 16, 1934. 
[Received December 1.] 

Sir: 

There is little doubt that the stock-holding provision of the Petro- 
Jeum Industry Law is largely a military measure, designed to build up
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reserves of oil in Japan for use in case of war. It may be difficult to 
adduce evidence that any official pronouncement was ever made to this 
effect, but considerable unofficial evidence can be found to support 
this contention. Thus, there is enclosed herewith an excerpt ** from 
a speech made by Mr. K. Hashimoto, the President of the Nippon 

Oil Company, on October 27, 1934, before the stockholders of the 
Nippon Oil Company, in which the statement is definitely made that 
the stock-holding provision is a measure of national defense. Viewed 
in this light, it is respectfully suggested that a new line of attack 
on the stock-holding provisions might be adopted, by claiming that 
forced storing of oil by American firms to provide a war-time reserve 
for Japan conflicts with the last paragraph of Article 1 of the Treaty 
of Commerce and Navigation of 1911 between the United States and 
Japan,®* which reads as follows: 

“They shall, however, be exempt in the territories of the other from 
compulsory military service either on land or sea, in the regular forces, 
or in the national guard, or in the militia; from all contributions im- 
posed in lieu of personal service, and from all forced loans or military 
exactions or contributions.” 

If the Department considers that there is any possibility that this line 
of action could be adopted, the Embassy will gather and transmit to 
the Department all possible evidence indicating that the stock-holding 
requirement is a “military exaction”. 

Respectfully yours, : JosEPH C. GREW 

894.6363/129 

Memorandum by the Under Secretary of State (Phillips) 

[Wasuineron,] November 22, 1934. 

The British Ambassador °° asked me whether I felt that we were 
satisied with the cooperation of the British with respect to the oil 
problems in Japan and in “Manchukuo.” I recited briefly our policy 
of declared willingness to cooperate with the British and reminded 
him that they had taken the first step with us, to which we had re- 
plied most sympathetically ; that we had made certain representations 
in Tokyo and that it was, in our opinion, up to the oil companies them- 

selves to make their independent representations, as they were ap- 
parently planning to do now by sending their representatives to Tokyo; 

so far as the oil situation in Japan was concerned, it seemed to me that 
it was largely a business proposition and that, unless the oil companies 

* Not printed. 
°° Foreign Relations, 1911, p. 315. 
“Sir Ronald Lindsay.
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took a decided position themselves, it was somewhat difficult for this 

government to act. 

The Ambassador gave the impression that the Foreign Office was 
slightly piqued at our attitude in trying to throw the greater responsi- 
bility for action upon the British Government, to which I replied 
that we naturally assumed they desired to take it, inasmuch as they 
had the larger interests and that if the British and Dutch interests 
were lumped together, which in my own mind I always did, surely the 
British interests involved were overwhelmingly greater than the Amer- 

ican interests. 
WILLIAM PHILLies 

893.6363 Manchuria/83 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 22, 1934—8 p. m. 
[Received November 22—2 p. m.] 

954, 1. My British colleague today informed me that he has been 
instructed by his Government to make renewed representations to the 
Japanese Government concerning the projected oil monopoly in Man- 
churia. The instruction recapitulates most of the arguments already 

advanced, adding that the British Government will probably be 
: obliged to set forth the situation in Parliament and that a deplorable 

impression will be created if the Japanese Government fails to carry 
out in good faith the assurances already given with regard to the open 
door in Manchuria. Clive®” proposes to see Hirota shortly and 
states that he will inform me of the result of his interview. 

2. The Ambassador also showed me in strict confidence several tele- 
grams from London reporting conversations between the British Am- 
bassador in Washington and the Chief of the Far Eastern Division 
of the Department. A telegram of November 17 reports Dr. Hornbeck 
as stating that the focal points of the oil negotiations are now in 
London and Tokyo, not in Washington, and that he felt it was he who 
should ask for information from Lindsay. A subsequent telegram 
of November 19 indicates among other: points that the Department 
had learned from the oil companies that further action on the part of 
British Government was now only a matter of hours and that the 
American Government was awaiting with interest the further initia- 
tive of the British Government. 

8. The British Foreign Office apparently interpreted Lindsay’s tele- 
grams as indicating that the Department suspected the good faith of 

&’ Sir Robert Henry Clive, British Ambassador in Japan.
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the British Government on the oil question because Clive writes me 
tonight: 

“After you left I got from Washington the repetition of a telegram 
to the Foreign Office to the effect that the latter were wrong in sup- 
posing that Dr. Hornbeck suspected our attitude over the oil question 
and adding his (Lindsay’s) regrets at the wording of the previous 
telegram which might have given that impression.” 

4. Clive was very emphatic in assuring me that his Government re- 
gards the oil monopoly in Manchuria as a most serious test case of the 
future validity of the principle of the open door and counts implicitly 
on our cooperation in pressing the matter. He regards the cases of 
the Manchurian monopoly and the Japanese petroleum control law as 
quite distinct on the ground that the first is covered by treaty rights 
and the second is not. 

GREW 

893.6363 Manchuria/121 

Memorandum by the Consul General at Harbin (Adams) of a Con- 
versation With the Soviet Acting Consul General at Harbin 
(Rayvid) on November 22, 1934 ® 

Mr. Rayvid asked whether Mr. Adams could confirm or refute a 
telegram from Paris which he had seen to the effect that the American . 

and British oil interests had agreed to boycott Manchuria. Mr. Adams 
replied that he had not heard of any such agreement. Mr. Adams 
doubted the accuracy of the report for the reason that the American 
and British oil interests could not undertake a boycott of Manchuria 
with any reasonable chance of success without obtaining the coopera- 
tion of the Soviet and Dutch oil interests and perhaps others. Mr. 
Adams asked whether the Soviet oil interests had filed any protest 
against the proposed monopoly. Mr. Rayvid replied that the Soviet 
interests had not done so. He said that the Soviet government was 
in a much weaker position with respect to such a protest than were 

the other governments concerned because Soviet Russia was not a 
member of the Nine Power Treaty. He said he thought that in any 
event mere protests would accomplish nothing because he felt that 

| the establishment of an oil sales monopoly was part of the fundamental 
policy of the Japanese military authorities. Mr. Rayvid thought it 
would take more than protests to cause them to change their plans. 

Mr. Rayvid asked Mr. Adams what the annual loss to American 
business would be if the monopoly were instituted. Mr. Adams re- 

* Copy transmitted to the Department by the Consul General at Harbin in his 
despatch No. 54, November 24, 1984; received December 28.
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plied that the immediate loss in dollars and cents was trifling, in that 
this involved only profits on retail sales. American oil would continue 
to find a market in Manchuria. The United States would lose the 
refining of some of the American oil sold in Manchuria when the 
refinery at Dairen got into operation. Mr. Adams said that the slight 
immediate loss in the profits on the retail sale of 011 was not the main 

concern of the American government. The main concern was the 
maintenance of the principle outlined in the Nine Power Treaty which 

Mr. Rayvid had mentioned. 

893.6363 Manchuria/83 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, November 23, 1934—7 p.m. _ 

193. Your 254, November 22, 8 p.m. For your information: 
1. Please reread Department’s 151, August 31, 5 p. m., especially 

first and last paragraphs. 
2. When informed of Department’s position, as indicated in our 

instruction to London of August 31,° a British Foreign Office official 
remarked “It is all right as far as it goes”. 

3. On September 19, Foreign Office stated orally to our Embassy 
its opinion that, in view of similarity of interests, Department might 
wish to instruct you to make an approach to Japanese authorities 
similar to that made by British Ambassador at Tokyo about July 23; 
that it was understood that the Netherland Government was willing 
to make a similar démarche on behalf of Dutch oil interests; and that 
for the present the British Foreign Office did not plan to take further 
action. Department on September 21 instructed Embassy to inform 
Foreign Office to the effect that we naturally supposed Foreign Office 
would submit a plan for future cooperation and a statement of what 
it would be prepared to do or suggest for concurrent action with other 
interested governments; that the Department, however, had instructed 
you to approach the Japanese Government along the lines indicated 
in its telegram to you No. 162 of September 21, 8 p.m. Department 
also expressed the hope that the British Government might, in view 
of the fact that its representations to the Japanese Government made 
almost 2 months prior thereto had apparently yielded no favorable 
results, find it possible to express to the Japanese Government views 
substantially similar to those of the American Government, thus 
tending to confer on the independent démarches of the interested 

” Not printed; see last paragraph of Department’s telegram No. 151 to the 
Ambassador in Japan, p. 728.
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governments some of the advantages which might flow from simul- 

taneous and joint action. 
4, Please reread Department’s 184, October 31, 7 p. m. 
5. Since September 19, Department has had nothing direct from 

British Foreign Office on this subject until, as stated below, on 
November 17. Meanwhile, we have been informed repeatedly by 
American interests that they have been informed by British interests 
at London that the Foreign Office was about to take action. It has 
been implied and inferred that the action contemplated was to be 
the making of an approach to us. Representatives of all the oil inter- 
ests concerned were for several weeks in conference in London, and 
we were told that the British interests were in close contact with the 
British Foreign Office. We therefore have assumed that the Foreign | 
Office was fully informed and was exercising a guiding influence; 
and we have awaited an initiative toward us by it. 

6. On Saturday, November 17th, Wiggin © of the British Embassy 
here informed Hornbeck by telephone of a receipt of a Foreign Office 
instruction to inquire “what we could tell them about the oil situation,” 
to which Hornbeck replied that we thought that they knew all that 
we knew and perhaps more but that we would be glad to attempt 
to reply to specific questions if and when put to us by them. On 
Monday, November 19th, Hornbeck asked Wiggin to call and gave 
Wiggin a full account of the developments up to date, repeating 
the offer to answer any specific questions. Hornbeck again stated 
that, as representatives of all the principally concerned oil com- 
panies have been conferring recently in London, the Foreign Office is 
probably more completely informed than are we; that in any event 
the attitude of the Foreign Office seems to be identical with our own 
and that we have assumed that the Foreign Office would make to us 
suggestions when it considers doing so opportune and convenient. 
On November 22 British Ambassador here orally requested of Under 
Secretary information whether we were satisfied with the cooperation 
of the British with regard to oil problems in Japan and Manchuria 
and intimated that British Foreign Office was slightly piqued at our 
attempt to place the greater responsibility for action upon the British 
Government. In reply British Ambassador was informed orally that 
the British Government had first approached us in the matter; that 
we had replied most sympathetically; and that, inasmuch as British 
oil interests involved, particularly when added to Dutch interests, 
are greater than American interests, the Department has naturally 
assumed that the British Government would wish to accept a major 
responsibility in the matter. 

Arthur Francis Holme Wiggin, First Secretary of the British Embassy at 
Washington. 

748408—50—VOL, 111-54
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Comment and queries: 
(a) There seems to be some confusion as to whether in various ref- 

erences to “the oil situation” there is meant the situation in Japan or 
in Manchuria or both. Although those two situations are separate, 
they are closely related and they are both situations with regard to 
which control and ultimate responsibility lie, in our opinion, with the 
Japanese authorities; and in connection with both, the problem con- 
fronting foreign interests and governments is that of preserving 
actual investments and markets. 

(5) Could you conveniently ascertain from Clive what is the nature 
of the latest representations which he is under instruction to make or 

has made with regard to the Manchuria situation ? 
(c) In the light of all that you now know, would you advise that 

we instruct you to make to the Japanese another démarche similar 
to that which Clive 1s under instruction to make in regard to the 
Manchuria situation ? 

Huy 

894.6363/135 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 24, 1934—10 a. m. 
[ Received November 24—9: 50 a. m. | 

257. My 244, November 6, 7 p. m. 
1. An official of the Department of Commerce and Industry on 

November 20 again requested Goold to file the Standard-Vacuum Oil 
Company’s complete import plan for 1935 immediately and added 
that failure to do so would result in penalization of the company. 
The British oil company was similarly notified. 

2. At an official conference held later on November 20 between the 
: Vice Minister for Commerce and Industry and Kurusu on the one 

side, and the representatives of the American and British oil com- 
panies on the other, Kurusu stated that the Japanese Government 
was not to be influenced by representations of the character already 
made by the American, British and Netherlands Governments into 
altering its petroleum law or abolishing the stock holding require- 
ments. The discussions brought out the following facts: 

(a) It might be possible for the foreign oil companies to obtain an 
official guarantee of their present volume of trade in all products for 
a period of, say, 10 years, subject to various conditions. 

(6) The Japanese Government will give preference to domestic 
refineries in trade quotas and will not discriminate against foreign- 
controlled refineries in Japan, provided that the output of such re- 
fineries is kept within the amount of the trade quotas.
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(c) The Japanese Government will give preference in granting re- 
fining licenses to present importers who may desire to convert their 
business to refining within the country. | 

(2) Kurusu suggested that any governmental representations which 
may be made in the future on the stock-holding requirements should 
contain more concrete evidence showing that the economic burden and 
risk of stock holding are so great that rather than bear them the for- 
eign oil companies will withdraw from Japan. In such case, all the 
Japanese governmental departments concerned would have to recon- 
sider the question in the light of alternative sources of supply. 

(¢) The Vice Minister suggested that, in order to overcome the 
present impasse regarding the stock-holding provisions, the Japanese 
Government will accept provisional import plans, conditional upon 
the foreign oil companies’ decision as to whether or not it will be 
economically possible for them to continue in business in Japan. The 
Government will then grant provisional sales quotas for next year. 

({) No method of compensating the oil companies in connection 
with stock holding is under consideration except that of recovering 
the additional expense from selling prices. 

3. At a later private discussion Kurusu intimated that a strong 
attitude on the part of the foreign companies, such as possible with- 
drawal from Japan, would assist him and the Vice Minister for Com- 
merce and Industry in influencing the more intransigent govern- 
mental departments. | 

4, Notwithstanding the strong attitude indicated in paragraph 1, 
it is apparent that the authorities are now showing a more reasonable 
attitude. It is also obvious that they desire to transfer the discussions 
from diplomatic to private channels. It is believed possible that their 
purpose in requesting the data indicated in subparagraph (d) is to 
acquire evidence which can be used in applying for some modification 
of the law in the next session of the Diet. 

5. The Standard-Vacuum Oil Company is asking its head office 
for instructions regarding the submission of provisional plans indi- 
cated in subparagraph (e) together with a transmitting letter along 
lines suggested by the Vice Minister reading in part as follows: 

“This is being submitted subject to alteration and conditional upon 
a decision of our principals as to whether or to what extent they are 
able to continue business in Japan under the conditions imposed by 
the petroleum industry law.” 

6. The foregoing plan permits the American oil company to keep 
within the law but at the possible risk of transferring the discussions 
from diplomatic to private channels. As the company does not wish 
to do anything which might prejudice any official action which may 
be contemplated, the Department’s opinion of the advisability of 
submitting the plans as above indicated is requested. 

¢. The British oil company is similarly requesting instructions. 

GREW
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894.6363/133 : Telegram 

| The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 24, 19384—3 p. m. 
[Received November 24—8:15 a. m.] 

258. Local manager Standard-Vacuum Oil Company requests the 
Embassy to send the following message in code to the Department fox 
communication to company’s principals in New York. The British 
Embassy is sending a similar message in code to London for the 
Rising Sun Company. For explanatory comment in connection with 
the following message please refer to my 257, November 24, 10 a. m. 

“Standard-Vacuum Oil Company, New York. Referring to our 
cable of November 23rd." In private conversation with important 
Foreign Office representative who was present at interview, it was 
intimated that the suggested procedure with form 4 and Government’s 
representations along the line indicated would assist him and Com- 
merce Vice Minister to influence other Government departments who 
were insisting on upholding compulsory stock regulations. Unless 
it would prejudice any action contemplated by you and Govern- 
ments we and friends after full discussions with Embassies consider 
it expedient to adopt compromise suggested by Commerce Vice Min- 
ister and complete form 4 provisionally with covering letter reading 
in part, as follows: 

‘This is being submitted subject to alteration and conditional upon a decision 
of our principals as to whether or to what extent they are able to continue 
business in Japan under the conditions imposed by the petroleum industry law.’ 

“If accepted this will enable us nominally to conform with regula- 
tions but without commitment and at the same time in the opinion of 
the Embassies will not necessarily preclude further diplomatic con- 
versations should they be desirable. From our interview it would 
seem that Government is showing more reasonable attitude but at 
the same time is desirous of making issue purely commercial and 
eliminating diplomatic representations as far as possible. Friends 
and we are in agreement and they have cabled similar views to Lon- 
don. Goold.” 

GREW 

893.6363 Manchuria/87 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 24, 1934—8 p. m. 
[Received November 24—12:45 p. m.] 

259. My [254,] November 22,8 p.m. My British colleague made 
representations this morning to the Minister for Foreign Affairs under 
instructions, presenting an aide-mémoire covered by an official trans- 

“ Not printed.
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mitting note. Résumé of aide-mémoire will be cabled to the Depart- 
ment separately. Clive informs me that he brought out the following 
further points orally. 

1. British Government regards oil monopoly in Manchuria as an 
extremely serious matter involving principle of open door. If the 
oil monopoly is allowed to materialize other monopolies may follow 
effectually closing the door to other commodities. 

2. Sir John Simon ® is faced with the possible necessity of making 
a full public report on the situation setting forth all the facts which 
would have a deplorable effect on British public opinion because it 
has become a question of Japanese good faith. : 

3. “Manchukuo” has given gratuitous and unconditional assurances 
that the open door and all treaty rights would be maintained. It is 
absurd to contend that the failure of the British Government to recog- 
nize “Manchukuo” has invalidated these assurances. The question 
of recognition has not arisen. If the British Government were to 
recognize “Manchukuo” it would mean the wrecking of the League of 
Nations. The British Government has no intention of taking such 
a step. 

4. «(Manchukuo” would not dare to proceed with such a step as the 
oil monopoly if advised against it by the Japanese Government. Since 
the British Government cannot deal officially with “Manchukuo”, 
it expects the Japanese Government, in view of its special relations with 
“Manchukuo”, to intervene. 

Hirota at first replied that the case was closed, that no treaties had 

been violated either by Japan or by “Manchukuo” and that nothing 
could be done by the Japanese Government to obstruct the projected 
monopoly. Clive, however, continued to press the case and received 
the impression that Hirota was impressed by the strong stand taken 
by the British Government. Hirota observed that the British and 
American Governments were tending to link up the oil monopoly with 
the naval conversations. Clive said he could not answer for the 
United States but he could state definitely that no responsible British 
Cabinet officer and no responsible organ of the British press had at- 
tempted to confuse the two issues. Clive stated that in view of the 
delicacy of the naval conversations it was very surprising that the oil 
monopoly should have been set in motion at this time. 

End of résumé of conversation between Clive and Hirota. 
Clive inquired what we propose to do in case the Japanese Gov- 

ernment remains intransigent and the oil monopoly goes into effect 
presumably next February. He thinks that it would be a very serious 
matter to limit ourselves to mere representations if they prove inef- 
fectual and that the whole future trend of Japanese policy and action 
in the Far East may depend largely on the outcome of this particular 
issue. I made clear to him our attitude as conveyed in the various 
instructions which I have received from the Department. 

“ British Secretary of State for Foreign Affairs.
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Department’s 193, November 23, 7 p. m., which is extremely help- 
ful, has just been decoded but is still somewhat garbled. This tele- 
gram answers query (6). I shall reply to query (c) shortly after 
further thought. Grew 

893.6363 Manchuria/93 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 27, 1934—6 p. m. 
[Received November 27—2: 15 p. m.] 

262. Department’s 193, November 23, 7 p. m., query (c). 
1. The Embassy has kept all of the Department’s instructions con- 

cerning the oil monopoly in Manchuria and the Japanese Petroleum 
Control Law constantly in mind, clearly understands the Depart- 
ment’s views and policy and has endeavored to reflect the Department’s 
attitude when appropriate occasion has arisen. 

2. In the same way the Embassy feels that it need not repeat the 
- various factors and considerations already brought to the attention 

of the Department in previous telegrams and despatches. 
3. In the light of all circumstances now known to the Embassy I 

believe that a further American démarche similar to that made by 
Clive on November 24 is desirable for the following reasons: 

(a2) Failure to continue our representations in step with the British 
would probably convey both to the Japanese and the British the im- 
pression that we are weakening in the face of Japan’s determined 
attitude. 

(6) Renewed representations would give concrete evidence at least 
of our own willingness to maintain a united front while awaiting fur- 
ther initiative by the British and Dutch Governments. 

(c) Hitherto our representations have been informal and our com- 
munications (July 7 and August 31) were marked “informal memo- 
randum”. Since these informal representations have apparently 
yielded no concrete results it would be a logical step now to follow 
them up with formal representations either by a signed note or by an 
aide-mémoire or memorandum conveyed by a covering note as was 
done by the British on August 21 and November 24. In each case the 
British communications have antedated ours. 

(2) A formal and firmly worded recapitulation of the various 
points already advanced, with the possible addition of a clause similar 
to the concluding clause of the last British atde-mémoire (see para- 
graph 6 of my 260, November 23 [24], 11 p. m.*) and of any further 
arguments which suggest themselves to the Department, would tend 
to mobilize and emphasize our whole case. 

4. It is impossible to predict the practical effect, if any, on the 
Japanese of such a third démarche. Clive seemed to think that 

° Foreign Relations, Japan, 1931-1941, vol. 1, pp. 180 and 133. 
“Not printed.
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Hirota was deeply impressed by his representations on November 24 
and especially by his oral allusion to Japanese good faith. 

5. The fact should nevertheless be borne in mind that repeated diplo- 
matic representations unsupported by current or eventual practical 
measures tend to lower American prestige in the eyes of the Japanese. 

They believe that American protests on almost any issue can safely 
be disregarded. The nature of the replies already made to our repre- 
sentations in the Manchuria oil monopoly indicates no inclination on 
the part of the Japanese to give serious consideration to our views 
and legitimate rights and interests. 

6. The outcome of the present issue is exceedingly important not 
only intrinsically but as a matter of broad principle and of American 
prestige and as influencing the whole future trend of our commercial 
interests in the Far East. 

7. While it is true that the British-Dutch distribution of refined 
oil products in Japan is greater than the American, I am reliably 

informed that in Manchuria the American sales of refined products 
are approximately double those of the British-Dutch interests (Stand- 
ard-Vacuum 35 percent, Texas 20 percent, Shell 25 percent, others 
20 percent). 

8. Oil is the weakest point in the Japanese defensive and economic 
structure. I am informed by our Naval Attaché that there exists a 
powerful undercurrent of fear among the Japanese that their sup- 
plies of oil might be interfered with as an eventual result of the present 
oil legislation in Japan and Manchuria. 

9. The considerations set forth above should be read in the light 
of the Department’s telegram 184, October 31, 7 p. m., and should not 
be interpreted as taking issue in any way with the views and policy 
set forth in that and other instructions from the Department which 
from the outset of this issue have been clear and consistent. 

GREW 

894.6363/137 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
of State 

Lonpon, November 27, 1934—7 p. m. 
[Received November 27—5 : 26 p. m.] 

603. For Hornbeck from Dooman.® 

“Millard © and I called this morning on Orde” at his invitation to 
discuss the points raised in the Department’s 347, August 31, noon.® 

* Kugene H. Dooman, adviser to the American delegation at the London pre- 
liminary naval conversations. 

* Hugh Millard, Second Secretary of Embassy in Great Britain. 
* Charles W. Orde, head of the Far Eastern Department, British Foreign Office. 
* Not printed, but see last paragraph of telegram No. 151, August 31, 5 p. m., to 

the Ambassador in Japan, p. 728.
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I stated to Orde that I had no authority to speak officially, but that I 
thought it might be helpful if we talked informally. 

Orde remarked that the British oil industry is unified and that 
- therefore the British are not faced with the problem which he under- 

stood exists in the United States, of securing concerted action within 
the industry; he stated that the British oil concerns are already in a 
position to take effective measures to meet the situation, although they 
would naturally first assure themselves that such measures as they 
had under contemplation would not be injurious to British policy and 
national interests. I said that the circumstances are different in the 
United States, but that it was my understanding that the American 
petroleum industry is well organized. 

After further conversation, Orde stated that the British Govern- 
ment would regard with favor concerted action between the British 
and American oil concerns on the following conditions: 

1st. Any measure that may be agreed upon should be water- 
tight or at any rate effective. | 

9d. No formal action shall be required of the British Govern- 
ment. . 

3d. The situations in Japan and in Manchuria are to be dealt 
with as two parts of the same-problem (in other words, any 
measure to be taken shall be applied to both areas or not at all). 

Orde, who is by temperament extremely cautious, nevertheless 
showed quite plainly that he is eager to have the British and American 
oil concerns place themselves in a strong position vis-a-vis the 
Japanese. He seemed doubtful of the wisdom of making in the present 
circumstances a further official démarche at Tokyo. He said that the 
British Government and oil interests have not conclusively decided 
that any measure of the foregoing character should be applied as soon 
as agreement thereon can be reached, but that they believe that it 
would be advantageous to give the oil interests freedom to take action. 
He thought that if any effective private measure can be devised bY the 
oil interests of the three countries concerned, a real and effective basis 
would be laid for further official representations.” 

BINGHAM 

894.6363/139 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, November 28, 1934—5 p. m. 

197. Your 257, November 24, 10 a. m., and 258, November 24, 3 p. m. 
Message contained in your 258 was immediately transmitted to Stand- 
ard-Vacuum Company which yesterday sent representative to 
Washington. Representative informed Department orally that, pro- 
vided Standard-Vacuum is prepared to take similar action, Shell 
interests in London are prepared to follow the plan referred to in 
paragraph 6 of your 257. Representative stated Standard-Vacuum 
considers such action advisable and will so instruct its Yokohama 
office provided Department agrees.
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Department informed representative to the effect that if effectua- 
tion of the plan under reference meets with the approval of the oil 
companies concerned and the American and British Embassies in 
Tokyo, the Department would interpose no objection. 

Hon 

893.6363 Manchuria/93 : Telegram 

: The Secretary of State to the Ambassador in Japan (Grew) 

WasHineton, November 28, 1934—7 p. m. 

198. Your 262, November 27,6 p.m. Department has given careful 
consideration to every item of your excellent summary of the situa- 
tion and your views as expressed therein and, provided you do not 
wish to offer amendments as to substance or phraseology, desires that 
you hand to the Japanese Minister for Foreign Affairs an aide- 

mémoire as follows: | 
[Here follows text of aide-mémoire of November 30, 1934, printed 

in Foreign Relations, Japan, 1931-1941, volume I, page 143.] 
Although the text of our atde-mémoire contains no specific statement 

_ approximating the concluding clause of the last British aide-mémoire, 
it does emphasize that we attribute definite responsibility in connec- 
tion with this matter to the Japanese Government. We shall con- , 
tinue to keep in mind the statements made in paragraph 5 of your 
telegram under reference but it seems to us best not to include in 
the atde-mémoire any statement in that connection. | 

In presenting the aide-mémoire, you should emphasize orally the 
seriousness with which the American Government views the subject 
under discussion. You may also state the emphatic denial of the 
American Government that the oil situation either in Manchuria 
or in Japan is in any way whatsoever linked with our efforts or our 
procedure at the London naval conversations. 

Report action taken by telegraph. 
Inform your British colleague. HULL 

893.6363 Manchuria/97 : Telegram 

The Chargé in China (Gauss) to the Secretary of State 

Pripine, November 29, 1984—11 a. m. 
[Received 11:50 a. m.] 

545. Legation’s 587, November 24, 11 a. m.® Following from 
Consul General [at] Mukden: 

“November 28,7 p.m. Representatives of American oil companies 
have reported to me the results of their interview at Hsinking yes- 
terday with monopoly authorities. 

© Not printed. |
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They were told that the government was determined to go ahead 
with its plans and that protests on the basis of the principle of the 
open door were futile; that the authorities had invited the company 
representatives only for the purpose of ascertaining whether they 
proposed to cooperate with the monopoly by supplying by December 
10th the information requested on the volume of their business et 
cetera, and by making tenders for supplies, in which case they would 
be granted quotas; and that otherwise the monopoly would arrange 
for other sources of supply. It was stated that in case of cooperation 
the monopoly would become effective in February, otherwise on some 
later date; that it would operate in Manchuria including the South 
Manchuria Railway zone but not in the Kwantung leased territory, 
and that under the plan the foreign oil companies would be entirel 
eliminated from direct sales to consumers either wholesale or retail. 

The company representatives did not commit themselves beyond 
asking questions and promising to report to their superiors. 

The interview has served to clarify the attitude of the authorities 
and to convince the local representatives of the oil companies that 
they cannot afford to compromise since they are offered nothing for 
cooperating beyond quotas of crude and refined imports, which they 
might be able to supply anyway in the absence of adequate alternative 

- . sources.” 
| Gauss 

693.113 (Manchuria) Petroleum/74 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 30, 1934—5 p. m. 
| [Received November 30—7:33 a. m.] 

265. Department’s 52, April 19, 5 p. m. 
1. The Consulate at Dairen has received no reply to its proposal of 

May 7 for a change in the method of classification of kerosene; in the 
recent revision of the “Manchukuo” import tariff no changes were 
made in the duties on petroleum products or in the method of classi- 
fication ; and heavy importations of Japanese light oil are again being 
made into Manchuria under lower rates of duty than those levied on 
American and British kerosene. 

2. British Embassy at Tokyo will therefore instruct the British 
Consul General at Mukden to make renewed informal representations 
to the “Manchukuo” government and will inform the Japanese Foreign 
Office that such instructions have been issued and will indicate the 
bases of such representations. 

3. The British Embassy expresses the hope that this Embassy will 
take similar action if deemed advisable. I recommend action. Please 
telegraph instructions. 

Repeated to Peiping. 
GREW
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894.6363/137 : Telegram 

The Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineron, November 30, 1934—5 p. m. 

419. Your 603, November 27, 7 p. m. 
1. Department is considering your telegram under reference and 

will reply later. Please inform Dooman. 
2. Please inform Foreign Office that Department on November 28 

requested Grew to hand to Japanese Minister for Foreign Affairs a 
firmly worded aide-mémoire prepared by the Department in regard 
to the proposed 011 monopoly in Manchuria. Department also re- 
quested Grew to emphasize orally, when presenting the aide-mémoire, 
the seriousness with which the American Government views the sub- 
ject under discussion; and to state the American Government’s em- 
phatic denial that the oil situation either in Manchuria or Japan 
is In any way linked with our efforts or our procedure at the London 
naval conversations. 

3. With regard to the oil situation in Japan you may inform Foreign 
Office to the effect that Department has indicated to representative 
of Standard-Vacuum Company and to Grew that if compliance with 
the Japanese suggestion for the submission by the concerned oil com- 
panies of provisional import plans meets with the approval of the oil 
companies and the American and British Embassies in Tokyo, Depart- 
ment would perceive no objection thereto. 

HULi 

893.6363 Manchuria/99 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 1, 1984—noon. 
_ [Received December 1—5: 12 a. m.] 

266. Department’s 198, November 28, 7 p. m. Presented Depart- 
ment’s aide-mémoire on Manchurian oil monopoly to the Minister for 
Foreign Affairs today, bringing out orally the two points mentioned 
in the ante-penultimate paragraph of the Department’s telegram. | 

The Minister in answering my oral representations said that he 
would forward our aide-mémoire to Hsinking but he felt that the 
American and British Governments were taking a too legalistic view 
of the matter. The authorities of “Manchukuo” had every desire to 
maintain the open door in practice and wished to work out with the 
representatives of the foreign oil companies a reasonable arrangement 
by which their interests would not be jeopardized. Japan had come
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to a special arrangement with “Manchukuo” the benefits of which other 
nations could no doubt enjoy after they had accorded recognition. 
I emphasized the unconditional assurances given by the authorities 
in Manchuria that they would respect and maintain treaty rights and 
the repeated assurances of Japan to the same effect, in which the ques- 
tion of recognition did not enter at all, quoting specific Japanese state- 
mentsinsupport. Isaid that we could hardly avoid taking a legalistic 
view of the matter since the sanctity of treaties upon which the whole 
fabric of international relationships and good faith depended was 
here involved. The Minister replied that he agreed concerning the 
sanctity of treaties but that the whole question of the applicability 
of the old treaties with China was a very difficult and complicated one 
and that he thought it would be better to lay the stress on the practical 
rather than on the legalistic aspects of the issue. The authorities of 
‘“Manchukuo”, he repeated, were anxious to find a satisfactory solution. 

The Minister’s arguments throughout the conversation were spe- 
cious.” 

I have informed my British colleague. 
Repeated to Peiping by mail. 

GREW 

894.6363/137 : Telegram | 

The Secretary of State to the Ambassador in Great Britain (Bingham) 

Wasuineton, December 5, 1934—11 a. m. 

| 422. Your 603, November 27, 7 p.m. Department suggests that, 
provided you perceive no objection, Millard and Dooman see Orde and, 
referring to their conversation of November 27, talk with him on fol- 
lowing lines: 

1. Department hopes that in the petroleum matters, both in Man- 
| churia and in Japan, the American and British Governments may be 

able as far as possible to proceed on parallel lines and present common 
front. We perceive no difference in the attitude and objectives of the 
two Governments. In view of the facts that British and Dutch oil 
interests are involved as well as American, that three Governments 
are concerned, that Deterding took the initiative here toward concerted 
action, that representatives of the several petroleum interests have 
been [in?] conference in London, and that consultation between them 
and the British Government and between the British and the Nether- 
jand Governments has been and is possible at short range, Department 
had been hoping for and expecting suggestions from the British 
Government with regard to possible course of action. 

” For the Ambassador’s memorandum of this conversation, see Foreign Rela- 
tions, Japan, 1931-1941, vol. 1, p. 144.
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Department still feels that it would be advantageous for British 
Foreign Office to be coordinator and central clearing point in this 
matter. } 

2. Department has been informed by British Ambassador here that 
the Foreign Office’s recent request through him for information from 
Department was prompted by an intimation given to the press by the 
Japanese Ambassador here that Japan might mediate between British 
and American petroleum interests. So far as the Department is con- 
cerned, there was and is no basis in fact for such an intimation. We 
believe that the British Ambassador has already so informed the 
Foreign Office. 

8. Department concurs in the thought of the British Government 

favoring concerted action by British and American petroleum inter- 
ests. Department has consistently expressed this view to the Ameri- 
can interests concerned. We have suggested to them cooperation 
among all American petroleum interests. We do not believe that 
short of such cooperation or of definite restrictive action on the part 
of the American Government effective restriction of petroleum exports 
from the United States to Japan and Manchuria could be achieved. 
This Government does not for the present feel moved to proceed in 
the direction of such action and it does not look as though the oil 
companies adversely affected are in position to take or to cause the oil 
industry as a whole to take such cooperative action as might be effec- 
tive. Whether the situation among the petroleum interests will de- 

_ velop in that direction is a question on which we, at least, venture no 
prediction. : 

4, It is our understanding that, representatives of the various 
petroleum interests directly involved with Japan having proceeded to 
the Far East, the British and American companies desire that their 
respective Governments pave the way for discussion by those repre- 
sentatives with appropriate officials of the Japanese Government. 
May it be understood that the British Ambassador and Netherland 
Minister as well as the American Ambassador in Tokyo will be in- 
structed by their Governments to take appropriate action toward that 
end? We assume that it is the view of the British Government that 
no action other than such, that is, no new démarche should be made to 
the Japanese Government until the representatives of the petroleum 
companies shall thus have had opportunity to confer with appropriate 
officials of the Japanese Government. 

5. Department feels that there should be frank and full exchange 
of views between the British, the Netherland and the American Gov- 
ernments in relation to all phases of this matter and all steps envisaged 

or contemplated ; that there should be the best possible working under- 

standing between and among the Governments and the oil interests 

concerned; and that it should be realized and be constantly kept in
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mind by all of the above that there is involved a definite and clear-cut 
community of interest which calls for and warrants concerted action 
toward the objective of safeguarding actual legitimate investments 
and future commercial opportunities. Department is gratified that 
the British Government appears to share this feeling. 

6. We feel that all of the above should be told orally to Orde. Please 
report by telegram. 

Ho. 

693.113 (Manchuria) Petroleum/76 : Telegram 

The Secretary of State to the Chargé in China (Gauss) 

Wasutineton, December 6, 1934—2 p. m. 

376. Reference Tokyo’s 265, November 30, 5 p. m., Legation’s 484, 
October 24, 1 p. m., both to Department; and Mukden’s despatch 970, 
October 17, to Legation,” in regard to discrimination in application 
of Manchurian import tariff on kerosene. 
Department authorizes Legation, unless it perceives objection, to 

instruct Ballantine ” to take, orally and informally, action similar to 
that of his British colleague along lines indicated in Mukden’s despatch 
above mentioned and to synchronize his action as far as practicable 
with that of his British colleague. 

If Hsinking is visited, expenses in accordance Travel Regulations 
authorized from Consulate General’s allotment. 

Repeat to Tokyo with request that Embassy bring informally, at 
such time as seems appropriate, to the attention of the Japanese For- 
eign Office the issuance of this instruction. 

Ho 

894.6363/144 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary of State 

Lonpon, December 7, 1934—7 p. m. 

[Received 8:59 p. m.] 

614. Dooman and Millard called today on Orde, and on his assistant, 
Randall,” and read to him your 422, December 5, 11 a. m. 

In regard to paragraph 4 of your telegram, Randall stated that: 

1. The British oil interests had requested that the British Govern- 
ment give diplomatic support to the representations of the local man- 
agers of the affected British companies and that the Foreign Office 

"™ Despatch not printed. 
@ Joseph W. Ballantine, Consul General at Mukden. 

ont Alec W. G. Randall, First Secretary, Far Eastern Department, British Foreign 
ce,
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had directed Clive to make, after consultation with Grew, further 
informal representations. 

2. The representatives of the British oil interests who have recently 
proceeded to the Far East and who are now in Shanghai, will pro- 
ceed further to Japan to confer with appropriate Japanese ollicials 
only in the event that the Japanese response to the representations 
of Clive and of the local manager is sufficiently favorable to warrant 
their going to Japan. 

Orde said that the British oil interests had expressed sometime 
ago a desire that the American and British Governments make a joint 
and formal protest. He thought however that those interests are 
satisfied to follow the course adopted (as outlined in the preceding 
paragraph) for the time being. He added that so far as the Nether- 
lands Government is concerned, that Government would be prepared 
to follow the lead of the British Government. 

It is hoped that the foregoing will answer the question put and 
the assumption expressed in paragraph 4 of your telegram. 

In regard to the last sentence in paragraph 1 of your telegram: 

Orde expressed the thought that for the time being it might be ad- 
vantageous for the American and British Governments to maintain 
contact through their respective representatives at Tokyo. 

Orde and Randall were obviously disappointed that American 
Government was unable to give assurance of effective cooperation 
among American petroleum interests being achieved. 

BINcHAM 

894.6363/146 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 8, 19384—9 a. m. 
[Received December 8—3: 27 a. m. | 

271. My British colleague has received a telegram from London 
dated December 5 to the effect that the British Foreign Office has 
discussed the general oil situation with a representative of the State 
Department now in London who has concurred in the following views. 

(a) The petroleum monopoly in Manchuria and the Japanese 
petroleum industry law are interrelated aspects of the same problem 
and should be handled as such; and 

(6) Ifa restriction of the export of oil is eventually decided upon, 
the step should be taken by the oil companies on a commercial basis 
leaving the respective Governments so far as possible in the back- 
ground. 

Clive is instructed to make renewed representations to the Foreign 
Office concerning the effect on our companies of the Japanese petro- 
leum industry law but only after learning that I will take similar 
action. He has prepared a provisional aide-mémoire which he has
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shown to me in confidence and which he proposes to hand informally 
to the Vice Minister for Foreign Affairs after hearing affirmatively 
from me. 

Following is a summary of the British provisional atde-mémoire. 
It is couched in courteous phraseology. 

( British Government has carefully studied memorandum 
of October 31 explaining substance of law and policy of its 
administration. 

(2) Grateful for explanation and pleased that Japanese authorities 
do not wish to deprive persons engaged in this industry of security 
for their business. Explanation however has not removed anxiety 
lest wide powers which the law confers might be so exercised as in 
effect to constitute discrimination against interests of British oil 
companies. 

(3) While Japanese memorandum states that the insistence upon 
annual submission of plans of operation does not connote desire to 
hamper continuance of business nevertheless such insistence would 
appear to deprive British oil interests of all security as to scale of 
future operations. British interests unable to count on sharing in- 
crease of trade while in the event of a contraction of demand Japanese 
companies might maintain their position while British quotas could 
be reduced. 

(4) Lack of British refineries in Japan and uncertainty whether 
they would upon application be permitted to refine upon a scale com- 
mensurate with their present business seem to place British oil interests 
at a disadvantage with Japanese companies. Japanese memorandum 
states that establishment of refineries would be facilitated for com- 
panies whose capital was predominantly Japanese, but even this per- 
mission may be withheld in special circumstances, and in any case 
under such financial arrangements British oil interests would forfeit 
financial control of their company in Japan, a step which they find 
themselves unable to contemplate. 

(5) Sansom of British Embassy after consultation with Dick- 
over * here inserts following observation which I quote in full: 

“(Foreign Office instructions are to include an objection to those 
provisions of law which provide for 

(a) Purchase of petroleum from companies by Government. 
(©) Interference by Government in selling price of oil. I feel 

that we are on unsafe ground here. Any government can prop- 
erly commandeer supplies in emergency, at current prices, and 
there does not seem to me to be any sinister implication in the 
use of the words ‘military affairs’ as well as ‘urgent necessity in 
public interest’. Similarly as to price fixing, it is not a discrimi- 
nating provision, as I read it. 

I should say that our only just ground of objection here is that, by 
their cumulative effect, such provisions add to the uncertainty of the 
companies,—making it difficult to decide future plans. I therefore 
suggest a modification as follows :) 

* George B. Swansom, Commercial Counselor of the British Embassy in Japan. 
*® Erle R. Dickover, First Secretary of Embassy in Japan.
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‘While His Majesty’s Government fully comprehend the desire of Japanese 
Government to administer the petroleum industry law for the protection of the 
public welfare and for the maintenance of the interests of industry as a whole, 
-they feel that the provisions of article 7 of the law, together with articles 7, 8 
and 9 of the Imperial Ordinance for its enforcement give such scope for official 
intervention which cannot be foreseen as to make it difficult, if not impossible, for 
the British oil interests to frame plans for their undertakings with that degree 
of certainty as to future income and expenditure which ordinary commercial 
practice entails.’ ” 

(6) Japanese memorandum makes no reference to the stock-holding 
provisions of the law, which from the standpoint of British oil inter- 
ests are probably its most onerous. As they stand they seem to em- 
power the holding of unlimited stocks. Present requirements are for 
6 months’ stock but Minister of Commerce before Diet suggested they 
might be extended to 12 months’ stock. British oil interests have 
repeatedly informed British Government that faced with doubt as to 
future sales, they are also uncertain as to price for stock holding and 
possibility of reimbursement for such expenditure, and consequently 
are unable to decide whether from a commercial viewpoint they are 
justified in further investment in Japan. 

(7) British Government feel that on basis of information fur- 
nished by Japanese Government anxieties of British oil interests are 
justifiable and that further explanations given by officials of Depart- 
ments of Commerce and Foreign Affairs to representative of British 
oil interests on November 20 were insufficient to remove those anxieties. _ 
End of British aide-mémoire. 

Please instruct. 

GREW 

894.6363/146 : Telegram 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, December 8, 1934—5 p. m. 

200. Your 271, December 8, 9 a.m. In the light of information 
from London Embassy regarding conversations held in British For- 
eign Office, the Department does not understand issuance to Clive of 
this instruction at this stage. Department will expect to inform and 
instruct you early next week. Meanwhile, take no action except to 
inform Clive of the foregoing. 

Hoy 

894.6363/146 : Telegram 

Lhe Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, December 10, 1934—8 p. m. 

201. Your 271, December 8, 9 a. m. 
1. Dooman is at London assisting Davis.”* Department had given 

no instructions to any member of the naval delegation with regard 

“Norman H. Davis, chairman of the American delegation to the London pre- 
liminary naval conversations. 

748408—50—VOL. I1I-———55
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to any phase of the petroleum problems. On November 27 Dooman 
telegraphed informally from London that he and an officer of the 
Embassy called upon invitation, at the British Foreign Office and 
there discussed informally the oil situations in Japan and in Man- 
churia, Dooman stating at the outset that he had no authority to speak 
officially. Foreign Office representative stated that the British Gov- 
ernment would regard with favor concerted action by the British and 
American oil concerns on the following conditions: (a) any measure 
that may be agreed upon should be water-tight or at any rate effective; 
(6) no formal action shall be required of the British Government; 
and (c) the situations in Japan and in Manchuria are to be dealt with 
as two parts of the same problem (in other words, any measure 
to be taken shall be applied to both areas or not at all). Foreign Office 
representative seemed doubtful of the wisdom of making in the present 
circumstances a further official démarche at Tokyo. He said that the 
British Government and oil interests had not conclusively decided 
that any measure of the foregoing character should be applied as soon 
as agreement thereon could be reached, but that they believed that 
it would be advantageous to give the oil interests freedom to take 
action. He thought that if any effective private measure could be 
devised by the oil interests of the three countries, a real and effective 
basis would be laid for further official representations. Dooman’s 
telegram does not indicate that he “concurred in” anything. 

2. Under date December 5 the Department replied to the London 
Embassy suggesting that Dooman and an officer of the Embassy see 
the Foreign Office official and give him orally a statement in regard 
to our general position, pointing out that it is our hope that the Ameri- 
can and British Governments may be able as far as possible to pro- 
ceed on parallel lines and present a common front; that we perceive 
no difference in the attitude and objectives of the two Governments; 
that representatives of the several petroleum interests have been in 
conference in London where consultation between them and British 
Government and betweén British and Netherland Governments has 
been and is possible ‘at close range; that, for reasons given, Depart- 
ment has been hoping for and expecting suggestions from British 
Government with regard to possible course of action; that Depart- 
ment still feels that 1t would be advantageous for British Foreign 

Office to be coordinator and central clearing point in this matter; 
that the Department concurs in the thought of the British Government 
favoring concerted action by British and American petroleum in- 
terests; that the Department has consistently expressed this view to 
the American interests concerned, suggesting to them cooperation 
also among all American petroleum interests; that we do not believe 
that short of such cooperation, or of action along lines such as are 
referred to in paragraph 3 of your telegram No. 238 of October 29,
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_ 6p. m., in the direction of which action we do not for the present 
feel moved to proceed, effective measures of control could be attained ; 
that in view of our understanding that representatives of the petro- 
leum interests, having proceeded to the Far East, desire that their 
governments pave the way for discussion by them with appropriate 
officials of the Japanese Government, we inquire might it be under- 
stood that the various chiefs of mission would be instructed by their 
respective governments to take appropriate action toward that end; 
that we assumed that the British Government thought that no new 
démarche should be made to the Japanese Government until representa- 
tives of the companies had thus had opportunity to confer with the 
Japanese officials ; that we felt there should be frank and full exchange 
of views in relation to all phases of the matter and steps envisaged or 
contemplated, et cetera, and that there should be realized constantly 
that there is involved a clear-cut community of interest which warrants 
concerted action toward safeguarding actual legitimate investments 
and future commercial opportunities; that we were gratified that the 
British Government appeared to share this feeling; and that we felt 
that all of the above should be told orally to British Foreign Office. 

3. American Embassy [at] London reports that on December 7, 
after reading to officials of Foreign Office Department’s telegram 
summarized above, Foreign Office official stated that British oil in- 
terests had requested that British Government give diplomatic sup- . 
port to representations of the local managers of the affected British 
companies; that Foreign Office had directed Clive to make, after con- 

sultation with you, further informal representations; that repre- 
sentatives of British oil interests will proceed to Japan for conference 
with Japanese officials only if Japanese response to representations of 
Clive and local manager is sufficiently favorable to warrant such 
action; that so far as the Netherland Government is concerned, that 
Government would be prepared to follow the lead of the British 
Government; that, with regard to the Department’s suggestion that 
Foreign Office act as clearing house, it might be advantageous for 
American and British Governments to maintain contact through their 
respective representatives in Tokyo. 

4, Before coming to a conclusion in regard to the British project 
outlined in your telegram 271 of December 8, Department intends to 
make known to British Foreign Office our doubt as to the wisdom of 
making at this stage a démarche along the line of Foreign Office’s 
instruction to Clive; our opinion that, with the exception of an in- 

formal and oral paving of the way, no further official démarche should 
be made until senior representatives of the various oil companies 
shall have had an opportunity to confer with officials of the Japanese 
Government; and that, with a view to facilitating and expediting 
the exchange of views between and among the British, Netherland
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and American Governments and of safeguarding confidential com- 
munication, the Department continues of the opinion that in this 
matter the British Foreign Office is the logical place for central clear- 
ing point. 

_ 5. Department will, as soon as practicable, communicate with you 
further. In the meantime, if you are not in agreement with the De- 
partment’s views, as indicated above, please submit your recommenda- 
tions by telegram. If you feel that British plan should be followed, 
please submit for Department’s consideration the text or a summary 

of such azde-mémoire as you would wish to present to the Japanese 
Government. 

PHILLIPS 

894.6363/146 : Telegram 

The Acting Secretary of State to the Ambassador in Great Britain 
(Bingham) 

Wasuineton, December 10, 1934—8 p. m. 

428. Your 614, December 7, 7 p. m., and previous. 
1. Department had been given to understand from petroleum inter- 

ests that the British and American companies in sending representa- 
tives to the Far East desired of their Governments official assistance 
in making contacts with Japanese officials, whereupon said represent- 
atives would present their own case. Items in your 608, November 
27, 7 p. m., tend to confirm that impression, especially your statement 
that Orde seemed doubtful of the wisdom of making in the present 
circumstances a further official démarche at Tokyo. Department, 
however, has received from Tokyo a telegram dated December 8 re- 
porting that Clive had received from London a telegram dated De- 
cember 5 ”to the effect that the British Foreign Office has discussed 
the general oil situation with a representative of the State Department 
now in London who has concurred in” certain views specified; that 
Clive is instructed to renew representations to the Foreign Office in 

case Grew will take similar action; and that Clive has prepared a 
lengthy provisional atde-mémoire the contents of which he has made 
known to Grew in confidence and which Grew reports to Department. 
Examination of this makes it clear that British Government en- 
visages another démarche in advance of special efforts by the repre- 
sentatives of petroleum interests. 

From all of the above it would seem clear that there has not yet 
been arrived at a clear, common understanding of what is envisaged 
or intended. Department therefore desires that as promptly as pos- 
sible there be communicated orally and informally to Foreign Office 
the substance of the foregoing and that in so doing you point out that, 
in the absence of explanatory comment in regard to the reasons for
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making what would appear to be a material change in strategy, the 

Department doubts the wisdom of proceeding along the lines indi- 

cated in the Foreign Office’s instruction to Clive, as reported to us; 

that on basis of such information as is now available the Department 

is of the opinion that, with the exception of an oral and informal 
paving of the way, perhaps by means of a joint call at the Japanese 

Foreign Office by the senior officers in Tokyo of the British, Nether- 

land and American Governments, at which time oral expression could 
be given to the seriousness with which the concerned governments 
view the situation under discussion, no further démarche should be 
made until the special representatives of the principally interested oil 
companies now in the Far East, shall have had an opportunity, thus 
introduced, to confer with officials of the Japanese Government; and 
that, with a view to facilitating and expediting the exchange of views 
between and among the British, Netherland and American Govern- 
ments and of safeguarding confidential communication, the Depart- 
ment continues of the opinion that in this matter the British Foreign 
Office is, for reasons already given, the logical place for central clearing 

point. 
2. We have informed Grew of our intention to communicate through 

you with British Foreign Office and have instructed him to await 
instructions. 

8. Toward clarifying our understanding of the position and pro- 
posal of the British Foreign Office, Department would appreciate 
being informed why the Foreign Office favors a further démarche, 
such as Clive has under preparation, at this time. 

4, In order that there may be no ground for any suspicion that 
we are mixing naval conference matters and other business, Dooman 
should no longer appear in this matter except within the Embassy. 

5. Department feels that Embassy’s 614 does not convey to De- 
partment a clear impression of the conversation to which it related. 
Please endeavor to get clear statements of Foreign Office views and 
give special attention to reporting adequately and as soon as possible 
on the conversation above directed. | 

PHILLIPS 

894.6363/149 : Telegram 

The Ambassador in Great Britain (Bingham) to the Secretary 
’ | of State 

Lonpon, December 11, 1934—6 p. m. 
[Received December 11—4: 30 p. m.] 

- 620. Department’s 428, December 10, 8 p. m. 
1. During the conversation on December 7th with Dooman and 

Millard, both Orde and Randall suggested that there was possibility
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of misunderstanding arising over “paving the way”. They stated that 
the British oil interests recently asked for further immediate diplo- 
matic support of the representations of their local representatives in 
Japan; that British oil interests here had prepared a brief, setting 
forth their positions vis-a-vis the Japanese; that this brief without 
alteration in substance, had been sent by the Foreign Office in London 

to Clive, who had been directed after consultation with Grew to 
present it informally to the Japanese Government. (Presumably this 
is the aide-mémoire referred to in your telegram under reference.) 
Orde stated that the British oil interests have not asked the British 
Government to assist their special representatives now in Shanghai 
to make contact at the present time with Japanese officials. It was 
the understanding of the Foreign Office that the British oil interests 
do not contemplate sending the special representative now in Shang- 
hai to Japan “unless the conversations in Tokyo produce a situation 
which would make it worth while”. 

2. During the conversations on November 27 and on December 7 
the term “démarche” was understood among all present as applicable 
only to action beyond what had already been taken of a formal and 
official character, reference being made in that connection to a desire 
expressed several weeks ago by the British oil interests that the 
British and American Governments make a joint, written, and formal 
protest to the Japanese Government. Orde and Randall made it 
clear that they construe the action which Clive has been directed to 
take as further informal representations. 

3. It would appear from the first sentence of the Department’s tele- 
gram under reference, and the Foreign Office statements reported 
above, that the British and American oil interests are not in entire 
agreement in regard to the course to be followed in the immediate 
future. In short, the American interests apparently desire that their 
special representatives shall be assisted forthwith by Grew to make 
contact with the Japanese, whereas the British oil interests apparently 
intend that their special representatives shall remain in Shanghai 
until there shall have been further, presumably favorable, develop- 
ments in Tokyo. 

4. As the Department may wish to review the situation in the light 
of foregoing additional information, no new approach will be made 
to the Foreign Office [while] awaiting confirmation of your last 
instructions. Paragraphs 1 and 2 above have been read to Orde, who 
confirmed their accuracy. 

BINGHAM
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894.6363/150 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 18, 1934—2 p. m. 
[ Received December 13—8: 20 a. m.] 

974, 1. In recent conversations between Kurusu of the Japanese 
Foreign Office and Neville of this Embassy and Sansom of the Brit- 
ish Embassy, held at Kurusu’s request, he advanced proposal that, as 
the Japanese petroleum law was oppressive for all oil companies, 
Japanese as well as foreign, the foreign oil companies should com- 
bine with the Japanese oil companies in a strong joint protest to 
the Ministry of Commerce and Industry in an endeavor to obtain 
some modification of the law. He intimated that the Japanese au- 
thorities are beginning to realize the difficulties entailed by the law 
and are weakening in their attitude and he mentioned the dissatis- 
faction of Japanese oil men with the law. 

2. Department’s 201, December 10, 8 p.m. In the opinion of the 
British Embassy here the representations which it proposes to make 
would not constitute an official démarche but rather an informal pav- 
ing of the way for the possible future discussions between the repre- 
sentatives of the foreign oil companies and the Japanese authorities, 
in that the proposed representations would point out that the Japanese 

Government’s reply of October 3177 was insufficient to remove the 
anxieties felt by the British oil interests, especially as the reply did 
not refer to the question of stock holding. 

3. I feel that failure to inform the Japanese Government in some 
way that its reply to our original representations was unsatisfactory 
would be misleading and might be misinterpreted. Acceptance with- 
out comment of the Japanese reply would place the oil companies in a | 
less favorable position in their future negotiations with the Japanese 
authorities because it could create the impression that their Govern- 
ments were not continuing to support them. - 

[4.] It appears, as is indicated in paragraph 1 above, the Japanese 
authorities are believed to be showing signs of weakening. Further 
representations at the moment therefore might be effective in pre- 
paring the way for any compromise plan which the representatives 
of the foreign oil companies may evolve from their present discus- 
sions at Shanghai. 

5. It seems important both to Clive and myself that our informal 
representations should be so formulated as to avoid on the one hand 
creating an impression that we are now going to let our companies 
work out their own problem without further diplomatic support, 
and equally to avoid on the other hand placing the Japanese Govern- 

"Text of reply not printed; for substance, see telegram No. 241, November 1, 
6 p. m., from the Ambassador in Japan, p. 753.
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ment in a position which would make it more difficult for the authori- 

ties to recede and compromise without serious loss of face. 

6. I therefore feel that it would be advisable for us to go over the 

ground again in an informal conversation as envisaged in paragraph 

4 of the Department’s telegram No. 201, to be held preferably between 

the Counselor of the Embassy and the Vice Minister for Foreign 

Affairs or a bureau chief. For the purposes of clarity our points could 

be embodied, if the Department approves, on an informal sheet of 

paper which could be left with the Japanese official with the under- 

standing that our representations were oral and not formal. 
7. The British Embassy is recommending to its Foreign Office that 

the British representations be altered to the same basis as those sug- 

gested above. 
8. The following are the lines suggested for the informal and oral 

representations: 

(a) After expressing appreciation of the explanations made in the 
Japanese memorandum of October 31, state that these explanations, 
as well as those which it is understood were made orally by the Vice 
Minister of Commerce and Industry on November 20, have not been 
sufficient to dispel the anxieties felt by the American oil interests. 

(6) While noting the assurances given by the Japanese Govern- 
ment that there is no intention, in the granting of annual quotas, of 
ignoring the interests of those engaged in the oil industry in Japan 
or of impairing the continuous character of the industry, the Ameri- 
can Government still feels constrained to point out that the wide pow- 
ers conferred by the law in the granting of quotas are such as to render 
it impossible for American oil interests to gauge with any degree of 
certainty the scale of their future business in Japan. 

(c) It appears from the Japanese memorandum that even if Amer- 
ican oil interests are granted permission to manufacture refined prod- 
ucts in Japan, they will not be permitted to share in the natural 
growth of the industry but will be restricted at best to the refining of 
an amount not exceeding their present import quotas, while any in- 
crease in the demand will be allocated to the Japanese refiners. The 
American Government expresses the hope that the Japanese Govern- 
ment will see its way clear to permit those interests to continue their 
business on equal terms with the Japanese oil interests. 

(@) The American Government notes that the Japanese memoran- 
dum does not refer to the stock-holding requirements of the petroleum 
industry law, which are considered by the American oil interests to 
be the most burdensome provisions of the law. Because of the elastic 
nature of these provisions, added to the uncertainty of future sales and 
the lack of any assurance of compensation for the increased investment 
entailed by the stock-holding provisions, the American oil interests 
are unable to decide whether it is commercially feasible to invest 
further funds in their business in Japan. 

(e) The American Government therefore hopes that the Japanese 
Government will again consider the problems confronting the Ameri- 
can oil interests in Japan and will endeavor to remove the causes of 
their anxieties. 

| GREW
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893.6363 Manchuria/110: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 13, 1934—5 p. m. 
[ Received December 18—7 : 38 a. m. | 

275. 1. In the conversations referred to in paragraph 1 of my 
number 274, December 13, 2 p. m., Kurusu suggested in regard to the 
question of the Manchuria Oil Monopoly that the foreign oil com- 
panies should endeavor to reach a voluntary agreement with the 
Monopoly which would reserve to the companies adequate privileges 
without involving an abandonment of the treaty rights of their respec- 
tive Governments and that such treaty rights in the meantime could 
be discussed by the Governments concerned. He said “Let the com- 
panies negotiate on a commercial basis with Hsinking and settle the 
problem quickly. Meanwhile the proceedings can go on arguing about 
the treaty position for a year or as long as may be necessary.” 

2. It appears to the Embassy that for foreign oil companies to 
reach an agreement such as is indicated above would imply acceptance 
of the Monopoly system and to that extent would weaken our treaty 

position.” 
Repeated to Peiping by mail. 

GREW 

893.6363 Manchuria/120 

The Ambassador in Japan (Grew) to the Secretary of State 

[Extracts] 

No. 1083 Toxyo, December 13, 1934. 
[ Received December 28. ] 

Sm: I have the honor to refer to previous correspondence on the 
subject of the petroleum monopoly in Manchuria and to report the 
following developments in the situation. 

In my despatch No. 1071, dated November 30, 1934,” it was stated 
that the local representatives of the Standard-Vacuum Oil Company, 
the Rising Sun Petroleum Company, and the Texas Oil Company had 
recommended to their head offices that they refuse to quote on a lot 
of some 13,000 tons of crude oil which the Manchuria Oil Company 
wished to purchase. The Embassy is now informed that the head 
offices of the three companies have instructed their local representa- 

8 The Department in its telegram No. 206, December 17, 5 p. m., replied: 
“Department is similarly minded.” 

” Not printed.
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tives to state that their companies are not at present in a position to 
quote on the oil desired. 

On November 27, 1934, representatives of the Standard-Vacuum Oil 
Company, the Asiatic Petroleum Company and the Texas Oil Company 
attended a conference called at Changchun by the officials of the “Man- 
chukuo” Monopoly Bureau. The Embassy is informed that the Consul 
General at Mukden has reported the proceedings of the conference in 
full to the Legation at Peiping, sending copies of the report to the 
Department. The Monopoly officials, however, requested the foreign 
oil companies to reply by December 10, 1934, as to whether or not they 
would consent to supply the Monopoly with crude and refined oils, 
whether or not they could arrange among themselves for quotas of 
oils to be supplied to the Monopoly, and what, if any, equipment they 
wished to sell to the Monopoly. They were also asked to supply the 
Monopoly with the figures of their imports and sales of each kind of 

oil product for the past two years. After referring the matter to 
their head offices and consulting with officials of the Embassies con- 
cerned, the local representatives of the oil companies decided to in- 
struct their Mukden representatives to reply simply to the effect that, 
owing to the difficult issues involved, their principals were not in a 
position for the present to supply the information requested. This 
attitude was adopted because important officials of the three com- 
panies are now conferring in Shanghai in regard to their future posi- 
tion vis-a-vis the Manchurian oil monopoly, and it was thought best 
to give a non-committal answer in order to gain time. Moreover, it 
was feared that a definite answer or a discussion of the various points 
involved might be intended to be construed as the opening of negotia- 
tions between the companies and the “Manchukuo” Monopoly officials, 
thus removing the negotiations from the plane of international poli- 

| cies and principles to one of simple commercial transactions. It has 
been obvious from the beginning of the discussions of the monopoly 
scheme that the Japanese authorities wished to draw the foreign oil 
companies into negotiations directly with the “Manchukuo” officials, 
apparently for the purpose of dissociating the practical issues from 
the diplomatic discussion of treaty rights and international principles, 
in order that they might eventually be in a position to inform the 
Governments concerned that the issues had been settled to the satisfac- 
tion of the parties interested and in this way to dispose of the diplo- 
matic discussions. The oil companies, however, have steadily refused 
to be drawn into committing themselves in any way with the “Man- 

chukuo” authorities. 
Respectfully yours, JosEPH C. GREW 

"Not printed; see telegram No. 545, November 29, 11 a. m., from the Chargé 

in China, p. 771.
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894.6363/150 : Telegram 

| The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, December 14, 1934—8 p. m. 

204. Your 274, December 13,2 p.m. Department, after giving care- 
ful consideration to your telegram under reference, desires further to 
consult London and will as soon as practicable communicate with you 

further. | 
Hout 

894.6363/149 : Telegram 

The Secretary of State to the Ambassador in Great Britain 
(Bingham) 

| WASHINGTON, December 14, 19384—8 p. m. 

431. Your 620, December 11, 6 p. m., and previous. 
1. Department’s 428, December 10, 8 p. m., clearly outlined diffi- 

culties. under which Department was working due to inadequate in- 
formation regarding the views of British oil interests and Foreign 
Office and action by the latter, and indicated the action which would 
in the opinion of the Department, at this stage, best serve the common 
objective. 

No matter what term might most accurately describe the action 
proposed in the Foreign Office’s instruction of December 5th to 
Clive, such action, if taken, would constitute a further official ap- 
proach to the Japanese Government of equal if not greater import 
than approaches previously made. Therefore, bearing in mind that 
strong representations recently were made to the Japanese Govern- 
ment by the British and by the American Embassies in Tokyo in re- 
gard to the oil situation in Manchuria; that previous representations 
in regard to the oil situation in Japan, which were similar to those 
envisaged on December 5th by the British Government, have brought 
no satisfactory result; that officials of the Japanese Government have 
intimated that future governmental representations should include 
more concrete evidence, and presumably statistical data, in regard to 
the economic burden which the Petroleum Law would place upon 
foreign oil interests, which evidence the oil interests, if so inclined, 
could best supply; and that, in the hope of arriving at a satisfactory 
solution of their problems, special representatives of the principally 
interested oil companies are now in the Far East, the Department 
is, aS previously outlined to you, of the opinion that action by the 
governments of the concerned oil interests might best, for the present, 
be confined to that suggested in the second paragraph of subdivision 
numbered 1 of the Department’s telegram 428 of December 10. Such
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procedure would give ample opportunity for oral emphasis to the 
Japanese Foreign Office of the seriousness with which the concerned 
governments view the situation under discussion and also for point- 
ing out speeific factors in the situation to which it is believed partic- 
ular attention should be drawn. In the event that the special repre- 
sentatives of the oil interests should find it impossible, in the course 
of their direct conferences with appropriate officials of the Japanese 

Government, to arrive at a satisfactory solution of the problem, the 
British, American and Netherland Governments could then, if deemed 

| advisable, and without having previously dissipated their efforts, make 
to the Japanese Government further representations, in character 
either informal or formal as the then situation might seem to warrant. 

2. Department has just received from Grew a telegram dated De- 
cember 13 which reads in part as follows: 

“T therefore feel that it would be advisable for us to go over the 
ground again in an informal conversation as envisaged in... De- 
partment’s telegram No. 201 * (see second paragraph of subdivision 
numbered 1 of Department’s telegram to you No. 248 [428] of Decem- 
ber 10) * to be held preferably between the Counselor of the Embassy 
-and the Vice Minister for Foreign Affairs or a bureau chief. For 
the purposes of clarity our points could be embodied, if the Depart- 
ment approves, on an informal sheet of paper which could be left with 
the Japanese official with the understanding that our representations 
were oral and not formal. 

The British Embassy is recommending to its Foreign Office that the 
British representations be altered to the same basis as those suggested 
above.” 

Grew’s telegram includes a summary of the points which should, 
in his estimation, be brought forward in the conversation as indicated 
above. No mention is made in such summary of the special repre- 
sentatives of the oil interests who are now in the Far East. 

Although Department still feels that the better course to pursue 
would be one along the lines indicated in its telegram 428, it would, if 
the Foreign Office is not similarly minded, be prepared to instruct 

_ Tokyo to act in accordance with Grew’s suggestion, as briefly out- 
lined above, provided his British colleague takes similar action. 

3. Department desires that you consult Foreign Office representa- 

tive promptly; that you read to him all of the foregoing except the 
first paragraph and all of the Department’s telegram 428 of Decem- 
ber 10 except paragraphs 4 and 5; and that you state in addition that 
the Department is confident that there is no fundamental difference 
of opinion between the British and American Governments in regard 
to this matter; that the American oil interests have indicated to the 

* December 10, 8 p. m., p. 782. 
® Parenthetical reference inserted by the Department,
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Department their desire that whatever is done on the part of the 

companies and on the part of the governments be done by parallel . 
courses and with common front; that the Department is of the same 
view; that had the Foreign Office indicated to us in advance of its 
instruction to Clive of December 5th just what it had in mind, the 
points involved could probably have been straightened out easily and 
promptly between us and it, thus avoiding the present confusion and 
delay; and that this confusion and delay strengthen our opinion that 
London rather than Tokyo should be the clearing point in regard to 
these matters. 

4, You are authorized and instructed to ask Foreign Office to work 
out with you a tentative common understanding as to the course to be 
followed in their and our instructions respectively to Tokyo and to 
report by telegram exact terms to Department for confirmation or 
comment. 

Hou © 

893.6363 Manchuria/112 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 15, 1934—noon. 
: [Received December 15—5: 25 a. m.] 

276. The Netherlands Minister on December 13 made formal rep- 
resentations to the Japanese Government on the subject of the oil 
monopoly in Manchuria, leaving with the Foreign Office an aide- 
mémoire along substantially the same lines as the British aide-mémoire 
of November 24. Full text by mail.® 

Repeated by mail to Peiping. 

GREW 

894.6363/154 : Telegram 

The Chargé in Great Britain (Atherton) to the Secretary of State 

Lonpon, December 18, 1934—7 p. m. 
[Received December 18—6: 10 p. m.] 

628. In compliance with Department’s 431, December 14, 8 p. m., 
Millard and I met at the Foreign Office today with the officers hand- 
ling this problem. 

1. British Government feel that it is the Japanese application of 
the law and not the law itself that is particularly detrimental to for- 
eign oil interests. On November 20 the Japanese Government, in con- 
versation with oil interests, expressed a willingness to consider certain 

* Not printed. |
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modifications which, up to date, has never been replied to. British 
Government do not feel these modifications go far enough and are 
practically no concession at all. It is for this reason they do not 
favor the procedure outlined in paragraph two of subdivision 1 of 
your 428, December 10, 8 p. m., since Foreign Office argues that if 
American and/or British officials should now merely pave the way 
for subsequent conversations by the oil interests with Japanese of- 
ficials it would look as though the Governments concerned tacitly 
acquiesced in the above-mentioned Japanese suggestions to the oil 
companies on November 20th. 

2. Consequently, the Foreign Office prefer that Clive and Grew, 
or any high-ranking officials of the Embassies, should make an early 
visit at the Tokyo Foreign Office very much as outlined by Grew in 
paragraph 2 of Department’s 431, December 14, 8 p.m. These of- 
ficials would explain that from their Governments’ point of view the 
suggestions made by the Japanese Government to the oil interests on 
November 20th were in fact no concession at all. These officials, 
while stressing orally their Governments’ position, would then leave 

- written memorandum with the Japanese as approved by their Gov- 
ernments. The British envisage that Clive’s oral representations 
should be supplemented by memorandum based on the British oil 
interests’ brief referred to in paragraph 1 of my 620, December 11, 
6 p. m. 
5 The Foreign Office states it will be very much influenced by the 

British Ambassador’s opinion but it is prepared to authorize Clive or 
whatever official may have this proposed discussion with the Japanese 
Foreign Office to state, in his discretion, at the conclusion of this 
proposed discussion (if indeed the Japanese attitude makes such a 
suggestion feasible) that if the Tokyo authorities would desire to 
discuss the matter with the interested oil high officers, the British 
Embassy would undertake so to inform them (these British officers 
are now in Shanghai.) Should the Japanese authorities appear’ 
to view this suggestion favorably the British Embassy in Tokyo 
would then advise the local oil interests there, who would in turn 
consult with the high officers of their companies as to whether or not 
to proceed to Tokyo for discussion with the Japanese authorities. In 
other words, I gather the British do not think it worth while bringing 
the oil high officers into direct contact with the Japanese Government 
through official paving of the way if the Japanese Government, in 
discussion with interested foreign officials, remains adamant in its 
position. Furthermore, Foreign Office is apprehensive over oil high 
officers threatening the Japanese now with “measures to meet the 
situation” if American cooperation can not be effective. The British 
Foreign Office obviously realize the special United States circum-
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stances involved in the Department’s present decision in paragraph 
8 of telegraphic instruction 422, December 5, 11 a.m. Nevertheless, 
they are frankly apprehensive of any threat being advanced by the 
oil interests to the Japanese Government if these British, American, 
and Dutch oil interests are not agreed beforehand among themselves 

that such a threat can eventually be satisfactorily implemented. 
Therefore, the British do not desire that the oil high officers talk direct 
with the Japanese Government if Clive is of the conclusion that the 

Japanese Government remains as adamant as it was in the beginning. 
On the other hand, the Foreign Office was inclined to be hopeful that 
the Japanese might begin to show a little more conciliatory tone. 

Please cable Department’s instructions that 1 may inform the 
Foreign Office. 

ATHERTON 

894.6363/154 : Telegram 

The Secretary of State to the Chargé in Great Britain (Atherton) 

Wasnineton, December 20, 1934—7 p. m. 

434, Your 628, December 18, 7 p. m. . 
1. Department is informing Grew of the essential features of your 

telegram under reference and is suggesting that he confer with Clive 
with the view to obtaining a detailed understanding of the latest 
views of the British Foreign Office and of the exact procedure it now 
envisages; that thereafter, provided he concurs and American oil 
interests so desire and provided his British colleague takes similar 
action, he may, with the Department’s approval, proceed along the 
lines briefly indicated to you in paragraph 2 of the Department’s 481, 
December 14, 8 p. m. 

2. Department is informing Grew that it leaves for joint decision 
by him and by his British colleague the question whether mention 
should be made, in their contemplated discussions with Japanese 
officials, of the special representatives of the oil interests now in 
Shanghai. 

3. Inform Foreign Office of the foregoing and report any develop- 
ments by telegram. | 

Hv 

894.6368/154 : Telegram : 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, December 20, 1934—8 p. m. 

210. Your 274, December 13, 2 p. m. 

1, American Embassy, London, on December 18 discussed orally 

with Foreign Office the subject of further representations to the
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Japanese Government. Embassy’s telegram of December 18 to De- 
: partment states inter alia “Foreign Office prefer that Clive and Grew, 

or any high ranking officials of the Embassies, should make an early 

visit at the Tokyo Foreign office very much as outlined by Grew” (see 
paragraph 6, your 274, December 13, 2 p. m.); that Foreign Office 

is of the opinion that, if, in discussion with Embassy officials, the 

Japanese Government remains adamant in its position, it would not 
be wise to bring the special representatives of the oil interests into 

direct contact with the Japanese Government; that Foreign Office is 
apprehensive of any threat being advanced by the oil interests to the 

Japanese Government if British, American, and Dutch interests are 

not agreed beforehand that such a threat can eventually be satisfac- 

torily implemented; that Foreign Office is, nevertheless, prepared to 

authorize Clive to state, in his discretion, at conclusion of proposed 

discussion, if Japanese attitude makes such suggestion feasible, that if 
Japanese officials desire to discuss the matter with the special repre- 

sentatives of the British oil interests now in Shanghai, the British 

Embassy would undertake to so inform them. 

9. Department suggests that you confer with your British colleague 

with a view to obtaining a detailed understanding of the views of the 
British Foreign Office and of the exact procedure it now envisages. 

If, thereafter, you continue of the opinion as expressed in para- 
graph 6 of your 274, December 13, 2 p. m., and if the American oil 
interests so desire, you are authorized, provided your British colleague 

takes similar action, to proceed along the lines suggested by you in 

paragraphs 6 and 8 of your telegram under reference. 

3. Inasmuch as officials of the Japanese Government have intimated 

that future governmental representations should include more concrete 

evidence, and presumably statistical data, in regard to the economic 

burden which the Petroleum Law would place upon foreign oil inter- 

| ests, which evidence the oil interests, if so inclined, could best supply, 

and because of other factors in the situation, the Department continues 

of the opinion that it would be advantageous for special representa- 

tives of the oil interests to confer, directly, with Japanese officialdom. 

Department, however, leaves for joint decision by you and by your 

British colleague the question whether mention should be made, in 

your contemplated discussions with Japanese officials, of the special 

representatives of the oil interests now in Shanghai. 

4, Department is informing London Embassy in above sense, for 

communication to Foreign Office. 

5. Report action taken by telegraph. 
Hou.
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693.113 (Manchuria) Petroleum/77 

The Consul General at Mukden (Ballantine) to the Chargé in China 
(Gauss) *4 

No. 29 Muxpen, December 20, 1934. 

Sir: I have the honor to inform the Legation that in pursuance of 
the authority contained in the Legation’s telegram of December 8, 
11 a. m., I proceeded to Hsinking on December 19 and called in com- 
pany with Mr. Butler, the British Consul General, on Mr. Kank, 

| chief of the Commercial Bureau and the ranking officer of Japanese 
nationality in the Foreign Office (the Vice Minister being absent in 
Tokyo). 
We discussed with him the so-called “light oil” question, the sub- 

stance of my representations being contained in an unaddressed Azde- 
Mémoire, which I left with him. Copies are enclosed.= Mr. Butler 
also left an Atde-Mémoire, which was similar in general scope. It 
will be noted that the Azde-Mémoire, which I left with Mr. Kanki 
is unaddressed, and contains no mention of “Manchukuo” or the 
“Manchukuo” Government. 
We were received in a friendly manner, and our conversation was 

conducted entirely in the Japanese language. Mr. Kanki, however, 
seemed to be nervous, which was apparently due to his being some- - 
what at a loss just how to respond to our representations. When 
at the outset we said we wanted to talk about the oil question, he 
said he presumed that it was the monopoly question. Later on, when 
we had finished presenting our case, he asked whether, if the “light 
oil” question was settled to the satisfaction of the American and 

British oil companies, this would serve to allay their opposition to 
the forthcoming enforcement of the Monopoly Law. We said that 
the Oil Monopoly was an entirely separate question. Mr. Kanki 
suggested that the two were interdependent, and we replied that we 
had no instructions to discuss the question of the monopoly. Mr. 
Butler said that he had already expressed himself on the monopoly 
question in an interview some months ago, and Mr. Kanki was 
prompted to say that the authorities were now considering a reply 
to the Aide-Mémoire he had left on that occasion. 

Mr. Kanki then asked whether we felt that the American and British 
oil companies were assessed the higher rate of duty and the Japanese 
importers the lower rate without reference to the grade of oil im- 
ported. We replied that we were not asserting that the authorities 

“ Copy transmitted to the Department by the Consul General at Mukden in his 
unnumbered despatch of December 20, 1934; received January 15, 1935. 

* Not printed. 
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had fixed the schedules deliberately for the purpose of discriminating 
against the former, but that the practice followed by the customs 

| resulted in an unfair discrimination. We said that the practice 
seemed to us just as unreasonable as if, to give a hypothetical example, 
it should be ruled by the customs that the duty levied on horses was 
not applicable to horses under 800 pounds in weight, but that such 
horses would [be] assessed the duty provided for cows, such duty 
being less than one-fifth that leviable on horses. In such an event 
a horse weighing 810 pounds would have to pay a duty more than 
five times as great as that a horse 790 pounds in weight would have 

to pay. ) 

: Mr. Kanki then asked why the American and British oil companies 
did not import the same grades of kerosene that the Japanese com- 
panies did. We replied that for forty years they had been develop- 
ing good will on the basis of standard products of good quality sold 
under distinctive brands, and it seemed unreasonable that they should 
now have to discontinue marketing these brands or lower their 
quality. 

Mr. Kanki appeared to be satisfied with our explanations, and was 
not at all disposed to be argumentative, or to defend the position of 
the “Manchukuo” authorities. The outcome of our conversation was 
that he promised to present our case sympathetically to the competent 
authorities. I cannot, however, feel optimistic that our representa- 
tions will be productive of any direct or immediate results, since I do 
not consider that Mr. Kanki is an influential factor in the situation. 
Nevertheless, I do consider that our visit will be of indirect benefit 
as showing the purpose of our governments to support the American 
and British oil companies in their difficulties. 

Respectfully yours, JOSEPH W. BALLANTINE 

894.6363/155 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 22, 1934—noon. 
[Received December 222: 40 a. m.] 

283. Department’s 210, December 20, 8 p. m. 
1. I conferred with Clive this morning. He stated that he was in 

substantial agreement with us in regard to the proposed procedure 
and that although his instructions have not yet arrived he feels war- 
ranted in making the proposed informal representations without 
further instructions. | 

2. As it probably will be impossible to determine from the oral 
reply to our representations whether or not the Japanese Government 
will “remain adamant”, Clive feels that the decision as to the pro-
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posed discussions between the special representatives of the oil com- 
panies and the Japanese officials cannot intelligently be based upon 
such reply. | 

3. The two Embassies will confer jointly with the local representa- 
tives of the oil companies early next week, before representations are 
made, in order to ascertain their views. 

| GREW 

894.6363/157a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHINGToN, December 24, 1934—1 p. m. 

215. Socony-Vacuum [Standard-Vacuum?] has just received from 
its special representatives now at Shanghai a telegram which indicates 
that those representatives apprehend or have been given from some 
source intimations that the inconclusive adjournment of the London 
naval conversations may occasion a change of attitude on the part of 
the American and British Governments in regard to the problems 
which confront the oil companies in reference to Japan and 
Manchuria. 

Department has suggested that Socony- Vacuum inform these repre- 
sentatives that the American Government’s attitude is in no way 
changed and that you have full instructions. 
Department suggests that you give Socony-Vacuum representative 

in Tokyo the fullest possible information, in your discretion, with re- 
gard to the exact situation as of this moment, for transmission by him 
by means assuring absolute confidence, to the special representatives 
of his company now at Shanghai. 

Hou 

894.6363/156 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 25, 1934—7 p. m. 
[ Received December 25—7: 51 a. m. | 

284. 1. My 283; December 22, noon. On behalf of local repre- | 
sentative of the Standard-Vacuum the Embassy yesterday sent the 
following message in confidential cipher to the Consulate General in 
Shanghai: 

“December 24,1 p.m. Please deliver a paraphrase of the following 
message to Goold, Standard-Vacuum Oil Company, Shanghai: 

‘British and American Embassies are authorized to make informal representa- 
tions to pave the way for your discussions with the Japanese officials if the oil 
interests concur. Representations will probably be made on the 27th or 28th 
and will outline again the difficulties of the oil companies and will state that
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the assurances so far given by the Japanese Government are insufficient to re- 
move the anxieties felt by the oil companies. Embassies will add orally that 
if the Japanese authorities think that a possibility exists that a solution of the 
difficulties could be found through discussions between the Japanese officials 
and the company directors now in Shanghai, the oil companies might author- 
ize the directors to come to Japan for that purpose. Do you agree with this 
procedure? ” 

2. Department’s 215, December 24,1 p.m. The local representative 
of the Standard-Vacuum has been kept currently and fully informed 
of the Department’s attitude and recent information has been con- 
veyed to the special representative at Shanghai by special messenger. 
The substance of the Department’s telegram under reference will be 
conveyed to the local representative tomorrow morning for transmis- 
sion as indicated by the Department. 

, GREW 

894.6363/159 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 27, 1934—5 p. m. 
| [Received December 27—7:20 a. m.] 

285. My 284, December 25, 7 p.m. Having obtained the agreement — 
of the oil companies, the British and American Embassies today made 
oral and informal representations along the lines suggested in para- 
graphs 6 and 8 of my 274, December 13,2 p.m. Our representations 
were made by Neville and Dickover to Kurusu and British representa- 
tions were made by Sansom to Kurusu. Kurusu received our represen- 
tations sympathetically and expressed some hope that a solution of the 
difficulties could be found “within the framework of the present law”. 
On his own initiative he recommended conference with the special 
representatives of the oil companies and expressed his belief that a 
discussion between the special representatives and the Japanese official 
would produce fruitful results but that he must first obtain the opinion 
of the Vice Minister for Commerce and Industry before committing 
himself. Substantially the same reply was made to the British 
representations. 

Shall report again when Kurusu replies. 
, GREW 

894.6363/162 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 29, 1934—noon. 
[Received December 29—3 : 33 a. m.] 

286. My 285, December 27, 5 p. m. 
| 1. Kurusu yesterday informed Neville orally that:
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(a) Officials of the Department of Commerce and Industry would 
welcome discussions with the special representatives of the oil com- 
panies and he (Kurusu) believed that such discussions would be useful 
and well worth while. 

(6) Foreign oil refineries, if established in Japan, would participate 
in the growth of demand on equal footing with Japanese refineries. 

(c) Although adhering to the policy of developing the Japanese 
refining industry, a part of the natural increase in demand will be 
allotted to the foreign importers of refined products. 

(d) As the Japanese 01] companies are unable to comply with the 
stock-holding provisions of the law because of lack of funds, some 
adjustment of the provisions will be necessary. 

2. The local manager of Standard-Vacuum has, therefore, tele- 
graphed to his special representatives in Shanghai to proceed to 
Japan. It is expected that the discussions between the special repre- 
sentatives and the Japanese officials will start about January 7. 

3. British Embassy and British oil interests are following identical 
procedure. 

Grew 

TRADE RELATIONS BETWEEN THE UNITED STATES AND JAPAN; 
VOLUNTARY RESTRICTION OF EXPORTS TO THE UNITED STATES 
BY THE JAPANESE 

611.006 Fish/11 

Memorandum by the Assistant Chief of the Division of Far Eastern. 
Affairs (Fuller) 

[ Wasuineton,| December 13, 1933. 

Conversation: The Japanese Chargé d’Affaires, Mr. Toshihiko 
Taketomi 

Assistant Secretary Sayre 
Mr. Fuller. 

Mr. Taketomi called to pay his respects to Assistant Secretary 

Sayre. In the course of the conversation he stated that he had seen 
in the newspapers that Mr. Sayre was a member of some Government 
committee which was to take up the question, as he understood it, 
of restricting and controlling imports into the United States. Mr. 
Sayre explained the nature of the interdepartmental committee which 
is to consider the question of developing American foreign trade and 
also outlined plans in regard to reciprocal trade treaties. 

Mr. Taketomi then said that he had seen in the newspapers reports 
to the effect that various American manufacturers and producers were 
anxious to have measures taken to restrict or to place on a quota im- 
ports of various commodities from Japan. He mentioned particu- 
larly tuna fish and lead pencils, which he said were not of great im- 
portance so far as volume of trade was concerned. He mentioned his
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understanding that the total import of lead pencils into the United 
States from Japan last year was valued at only about yen 10,000. 

He then spoke of the action taken not long ago in British India 
toward raising the import tariff on Japanese cotton textiles to a point 
where it is practically prohibitive and he referred to the conference 

| now in session at Simla to consider trade arrangements between India 
and Japan. He said that these questions with Great Britain andthe _ 
British Empire had originally been purely commercial questions but 
that they had now developed into more or less political questions and 
had resulted in a good deal of undesirable agitation against Great 
Britain in Japan. 

He expressed the hope that small and purely commercial questions 
like the tuna fish and lead pencil matters would be handled in such a 
manner that they would not lead to political agitation in Japan. 

He stated that he was authorized by the Foreign Office to say that 
if measures to place these two commodities on a quota basis or to raise 
the import duties thereon could be prevented or forestalled, the Japa- 
nese Government would be prepared to consider exercising a control 
and limitation of the exports of these commodities from Japan to the 
United States. He said further that it was possible that the Embassy 
could suggest to Japanese importers in the United States that they 
enter into some sort of a code binding themselves not to cut prices on 
tuna fish and lead pencils. Mr. Taketomi asked that these consider- 
ations be borne in mind when matters of trade with Japan were under 
consideration. 

Under instruction from Mr. Sayre, Mr. Fuller informed Mr. Herbert 
Feis, Economic Adviser, orally of this conversation. 

611.006 Fish/15 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hornbeck) of a Conversation With the Japanese Chargé 
(Taketomt) 

[Wasuineron,] February 2, 1934. 
Mr. Taketomi brought me an informal memorandum, of which a 

copy is here attached.® 
He said that he very much hoped that the question of importation 

of Japanese tuna fish products into the United States could be dealt 
with on a basis of “compromise” rather than by some special and 
unilateral action on the part of the American Government. He hoped 
that we would give consideration to that idea. 

Mr. Taketomi said that he would send in a member of his staff who 
was more familiar than he with the details to talk the problem over 

with us. S[rantey] K. H[ornsecx] 

* Infra. De ee en Dh
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611.006 Fish/15 

The Japanese Chargé (Taketomi) to the Secretary of State 

In view of the recent movement in some parts of Southern California 
against the importation of Japanese frozen and canned tuna, Japanese 
Interests thought it advisable, upon the recommendation of the Gov- 
ernment, to send their representatives to California to acquaint them- 
selves, through personal contact, with the main causes of complaint 
on the part of American Interests and to enter, if possible, into an 
agreement by which the quantity of exports of tuna from Japan can 
be regulated to the mutual benefit of those engaged in the tuna industry 
on both sides of the Pacific. It is reported that the representatives of 
the Japanese tuna industry are to leave Japan about the first of Feb- 
ruary for the United States. 

In this connection, the Japanese Embassy is informed further to 
the effect that it is the intention of the Japanese Government to render 
every possible assistance in the promotion of trade with the United 
States and to take the necessary supervisory steps to permit manufac- 
turers and business men in Japan to cooperate with those of the United 
States, and that the Japanese authorities concerned have recently taken 
steps which would allow the tuna industry to organize on a nation- 
wide scale in order that they may be able to enter into agreements with 
foreign interests concerning the export of their goods and other 
marketing conditions. 

Under the circumstances, the Japanese Chargé d’Affaires ventures 
to state that it is his Government’s sincere wish that the American 
Government be good enough to cooperate with the Japanese Govern- 
ment and consider the matter with a view to bringing about an under- 
standing between the American and Japanese tuna Interests. 

[Wasuineton,] February 2, 1934. | 

611.008 Lead Pencils/10 

Memorandum by Mr. Eugene H. Dooman of the Division of 
Far Eastern Affairs 

[WasuHineton,] February 19, 19384. 

Conversation: Mr. Eiji Wajima, Attaché of the Japanese Embassy 
Mr. Sayre, Assistant Secretary of State 
Mr. Ryder, Department of Commerce 
Mr. Dooman. 

Mr. Sayre stated to Mr. Wajima that the pencil manufacturers of 
this country had submitted a complaint to the President that the 
sudden increase in the importation of Japanese pencils had threatened 
the maintenance of their Code, and that the President had directed
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the Tariff Commission to investigate the complaint and to render a 
report on their findings. The report, Mr. Sayre continued, had been 

submitted to the President with the recommendation that the tariff 
on certain grades of pencils be increased to a point which would 

effectually prevent the importation of lead pencils from Japan. The 

Committee on Economic Policy, Mr. Sayre said, was of the opinion 

that it would be desirable to explore the possibility of finding some 
expedient by which the increase in duties recommended by the Tariff 
Commission might be avoided, as the Committee preferred to avoid 
the adoption of measures tending to curtail international trade. 

Mr. Sayre then explained to Mr. Wajima that the recent increase 
in the domestic price of pencils due to the operation of the National 

Industrial Recovery Act ** had made possible a sudden and marked 

increase in the importation of lead pencils from Japan. He referred | 
to a statement recently made to higeey the late Chargé d’Affaires 

of the Japanese Embassy, Mr. Taketomi, to the effect that the Jap- 
anese Government would be glad to cooperate with a view to prevent- 

ing the establishment of further impediments to international trade. 

The Committee on Economic Policy, of which Mr. Sayre is a member, 

having taken note of the statement of Mr. Taketomi, was desirous of 

ascertaining whether the Japanese Government would be agreeable 
to entering into some form of “gentlemen’s agreement” by which the 
increase in the tariff necessary for the protection of the Code for 
pencil manufacturers might be obviated. 

Mr. Wajima expressed appreciation for the courtesy shown to his 
Government by informing that Government of the measures im- 
pending before such measures were definitely taken. He expressed 

himself as being thoroughly im accord with the suggestion of 
| setting up a “gentlemen’s agreement”. He said that the imports 

of Japanese pencils into the United States did not run into very 

large figures; but, he continued, the Japanese Government was 
somewhat concerned lest the increase in the duty on lead pencils, 
as recommended by the Tariff Commission, lead to similar increases 

in the duties on other commodities exported from Japan to the 

United States. He expressed confidence that his Government would 

favorably regard the suggestion that a “gentlemen’s agreement” 

be arranged. He then asked Mr. Sayre whether Mr. Sayre had 
in mind a definite proposal which the Japanese Embassy could put 
before its Government. 

Mr. Sayre replied that he had not prepared any proposal for pres- 

entation on the occasion of the present conversation, which he hoped 
Mr. Wajima would regard as purely informal and confidential. Mr. 

Sayre added parenthetically that he had considered it advisable to 

* Approved June 16, 1933; 48 Stat. 195.
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have this conversation in regard to the lead pencil case, but that it 
was not to be taken as a precedent. 

Reverting to Mr. Wajima’s inquiry, Mr. Sayre said that he did not 
know whether his committee and other interested agencies of the 
Government had definitely decided on any figures. Mr. Ryder re- 
marked that imports of Japanese pencils had risen from a few thou- 
sand gross in 1932 to 160,000 gross in 1933, due to the operation of 
the Code, and that the figure would have to be substantially lower 
than the latter amount, which was found to be injurious to the domes- 
tic manufacturers. Mr. Sayre said that he personally would be pre- 
pared to recommend the figure of 125,000 gross per annum, with a 
monthly maximum of 15,000 gross. 

Mr. Wajima replied that the Embassy would immediately report to 
Tokyo, and that he hoped to be able to present a reply within the 
next two or three days. 

It was arranged that Mr. Wajima communicate his reply in the 
first instance to Mr. Dooman, who would in turn report to Mr. Ryder 
and Mr. Sayre. 

611.003 Lead Pencils/11 

Memorandum by Mr. Eugene H. Dooman of the Division of Far 
Eastern Affairs 

[Wasuineton,] March 2, 1934. 

Conversation : Mr. Ito, Second Secretary, Japanese Embassy 
Mr. Eiji Wajima, Attaché, Japanese Embassy 
Mr. Ryder, Department of Commerce (N. R. A.**) 
Mr. Dooman. 

Mr. Ito asked if any decision had been reached with regard to the 
suggestions and counter-proposals put forward by him at yesterday’s 
meeting ® on the matter of restricting importations of lead pencils 
from Japan. 

Mr. Ryder stated that his committee had given the counter-pro- 
posals and suggestions sympathetic and careful consideration. The 
committee concluded that it would be impossible to agree to any in- 
crease in the suggested figure of 125,000 gross as the maximum to be 
imported in any one year, but that it would recommend the granting 
of a maximum quarterly allotment of 45,000 gross, of which not more 
than 25,000 gross should be imported in any one month. 

Mr. Dooman added that this Government would be prepared to en- 
ter into an understanding with the Japanese Government in the mat- 
ter whenever the Japanese Government, for its part, found itself in 

* National Recovery Administration. . 
*° Memorandum not printed.
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position to enter into such understanding; that American consuls 
could not cooperate towards the restriction of exports from Japan 
along the lines suggested by the Japanese Embassy, but that, if any 
other practicable form of cooperation could be suggested, the Ameri- 
can Government would be glad to study it. 

Mr. Ito said that he was extremely gratified by the cordial response 
of the American Government. The Embassy, however, was not au- 
thorized to accept any figures other than those he had mentioned yes- 
terday, and it would, therefore, be obliged to refer the American 

Government’s reply to Tokyo. He felt confident that early decision 
would be taken by his Government. 

A discussion then ensued regarding the nature of the powers which 
the Japanese Government possessed to restrict exports. The two 
Japanese officers disagreed with each other as to the nature and ex- 
tent of such powers, but they agreed that restriction could be effected 
by “administrative” measures. : 

611.003 Lead Pencils/19 

| Memorandum by the Assistant Secretary of State (Sayre) 

[Wasuineton,] April 2, 1934. 

On April 2, 1934, the Ambassador of Japan, Mr. Hirosi Saito, ac- 
companied by Mr. Eiji Wajima, Attaché, called at the office of As- 
sistant Secretary of State, Mr. Sayre, who read the following 
statement: 

“Manufacturers of lead pencils in the United States have complained 
to the Government of the United States that lead pencils are being 
imported from Japan in such quantities as to threaten the maintenance 
of their code of fair competition and have requested increased tariff 
protection against such importations, as provided in Section 8 (e) 
of the National Industrial Recovery Act. On the basis of a thorough 
study of these complaints the Government of the United States is 
constrained to recognize the justification for the apprehensions enter- 
tained by these manufacturers. On the other hand, the Government 
of the United States has viewed with concern the tendencies through- 
out the world to stifle international trade by means of tariffs, quotas, 
exchange control and the like, and is extremely reluctant to lend any 
encouragement to this tendency by adopting any measures, not dictated 
by absolute necessity, which tend to curtail international trade. 

“It is believed that the maintenance of the code of lead pencil manu- 
facturers would not be endangered, and the necessity for the American 
Government to exercise the authority vested in it by Section 8 (e) of 
the National Industrial Recovery Act to restrict the importation of 
lead pencils into the United States would not arise, if direct or indirect 
exports of woodcased lead pencils from Japan to the United States 
did not exceed 125,000 gross in any one year, not more than 45,000
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gross in any one quarter and not more than 25,000 gross in any one 
month, 

“The American Government hopes that the Japanese Government, 
with a view to cooperating in this matter, will, on and after May 1, 
1934, exercise its authority and its good offices to the end that the 
direct or indirect exportation of wood-cased lead pencils from Japan 
to the United States be restricted to the figures above-mentioned. If 
the export of pencils from Japan to the United States during the 
month of April should exceed the maximum monthly figure of 25,000 
gross, the maximum annual amount of 125,000 gross, to be computed 
from May 1, 1934, shall be reduced by an amount equal to the excess 
of such exports over the above-stated monthly maximum figure.” 

The Ambassador and Mr. Sayre initialed the statement as read, 
and the initialed statement, retained by Mr. Sayre, is attached hereto 
and is to remain in the Department’s archives; an uninitialed carbon 
copy of the statement was given to the Japanese Ambassador and 
retained by him. 

Mr. Sayre explained orally that neither the United States nor Japan 
considered that a contract was being entered into. Both regarded the 
matter as simply a gentlemen’s agreement. To this oral statement the 
Japanese Ambassador acceded. 

Mr. Sayre also read to the Ambassador a statement dealing with the 
duration and scope of the arrangement in the following language: 

“If the informal arrangement is not observed by Japanese exporters, 
it may be terminated without notice at any time. The American Gov- 
ernment will endeavor to give favorable consideration, if Japanese | 
exporters do not observe the arrangement, to the possibility of first 
drawing the attention of the Japanese Government to the situation. 

“The arrangement will otherwise continue until April 30, 1935, and 
thereafter until, on three months’ prior notice, it is terminated on be- 
half of either the United States or Japan. 

“The arrangement will cover exports of Japanese lead pencils to 
Continental United States, Alaska, Hawaii and Puerto Rico.” 

The Japanese Ambassador concurred in this statement as correctly 
setting forth the intentions which he understood to be those of the two 
Governments. Mr. Sayre remarked that to place language regarding 
duration in the written statement which was to be initialed might give 
such statement the appearance of a contract. It was for this reason 
that he preferred that any statement regarding duration should be 
oral only. 

Those present at the meeting in Mr. Sayre’s office included besides 
Mr. Sayre, the Ambassador and Mr. Wajima, Mr. Oscar Ryder of 
the National Recovery Administration, Mr. Dooman of the Division 
of Far Eastern Affairs of the Department of State and Mr. McClure, 
Assistant to Mr. Sayre. 

F[rancis] B. S[ayre]
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611.0031/693 

Memorandum by the Secretary of State 

[Wasuineron,|] May 10, 1934. 

The Japanese Ambassador called, and, incidental to our greetings, 
I made a brief reference to and review of the universal problem of 
liberalizing commercial policy and restoring suitable international 
economic relations; and I closed with the observation that, assuming 
liberal commercial policy, fair trade methods and practices and 
friendly trade relations were adopted, there was far more than enough 
room on the planet for all enterprising countries desiring to engage 
in mutually profitable trade with each other to do so to the fullest 
extent of their capacity. I stated that I had been preaching this 
general doctrine for some years and that I proposed, while different 
things were happening here and there in the world, to pursue an even 
course more leisurely than hasty, with the idea that my country would 
contribute its full share towards world economic rehabilitation and its 
own permanent prosperity. | 

The Ambassador commented briefly but in general terms approv- 
ingly of my statement. O 

I then added that of course my government would be obliged to 
proceed very gradually in entering into negotiations for bilateral 
reciprocity agreements, for the reason that powerful opposition to 
any reduction of trade barriers had and still existed in this country, 
and that if we should proceed too rapidly with negotiations and with 
reductions of trade barriers we probably would be thrown out of power 
at Washington; that, furthermore, in order to preserve the uncondi- 
tional form of the favored nation policy as nearly as possible, we would 
probably be obliged to select a very limited number of commodities 
as a basis for the first commercial agreement with the idea that as 
favorable sentiment in the nation increased we might readjust trade 
obstructions downward a little further, or in some other way find it 
consistent to add more commodities in the form of a supplemental 
bilateral trade agreement; that these supplemental arrangements 
might take place six months or twelve months or at other later stages; 
and that we had not undertaken to determine the order in which we 
would take up negotiations with different countries but we would do 
the best we could as to this if and when the Congress enacted the 
legislation giving the Executive authority to negotiate reciprocity 

| treaties. 
| The Ambassador then said that he had been away from Japan for 

some three years and a half and he hoped to leave Washington soon 
after the forepart of June, sailing for his country on the 30th from 
Seattle. . 

C[orpett] H[ vt]
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611.946 Rag Rugs/8 : Telegram 

The Secretary of State to the Consul General at Tokyo (Garrels) 

WasuHineTon, May 22, 1934—4 p. m. 

Department’s telegram April 3, 1 p. m., forwarded via Shanghai.” 
Similar arrangement covering cotton rugs is about to be made. An- 
nual allotments beginning June 1st will be as follows: 

1. Chenille rugs—650,000 square yards; 
2. Hit-and-miss rag rugs—3,250,000 square yards; 
3. “All others”—4,070,000 square yards. 

Although there will be no monthly or quarterly allotments all con- 
sulates should maintain accurate and up-to-date records based on con- 

_ sular invoices of exports to the United States. Figures of Exports 
from each port should each month be collected at and tabulated by 
office at principal port of shipment and mailed to Shanghai for trans- 
mission by naval radio. 

In the special case of chenille rugs, total quantity exported to United 

States between May 11th and May 31st, both dates inclusive, should be 
telegraphed directly to Department as soon as possible after close of 
business May 31st. 

Hot 

611.9431/53 

, Memorandum by the Secretary of State 

[WasHineton,] June 20, 1934. 

The Japanese Ambassador, in company with his Counsellor, called 
and handed me a memorandum, copy of which is hereto attached,” 
regarding trade relations between the two countries, their comple- 
mentary nature to a large extent, and emphasizing the lack of a trade 
balance of imports and exports between the two nations; also urging 
that further increases in our trade barrier against certain Japanese 
commodities, as set out in the memorandum, should be given further 
and serious consideration before affirmative action; porcelain and pot- 
teries were also mentioned, and the hope expressed that our govern- 
ment would not impose any additional restrictions on Japanese exports 
of these latter commodities. I replied that each of these matters 
would be given the most careful attention and consideration. 

I then stated that a single policy of bilateral bargaining trade be- 
tween two given countries, for the purpose of balancing trade between 

” Not printed; this telegram reported the understanding covered by the memo- 
randum of April 2, 1934, by Assistant Secretary Sayre, p. 804, and requested con- 
Cae of exports of lead pencils.
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the two, would never get either country very far; that this eliminated 
all triangular and a number of other trade methods and policies 
which were vital to anything like the development of full and normal 
trade betweeen nations; and that the trade of most important coun- 

tries of Europe, such as France, Germany, and Italy, under narrow 
bilateral bargaining plans, attempting to equalize such trade between 
every two countries, showed an actual loss in their respective exports, 
while the sum total of trade barriers showed a net increase in height. 
I suggested what, I said, many of us had been urging in public ad- 
dresses for a considerable time—and that was a broader commercial 
policy than mere bilateral bargaining arrangements. I pointed out 
that the adoption of the reciprocity trade agreement policy by the 
United States Government was by itself just a first step in the direc- 
tion of a more universal liberalized set of trade methods and trade 
policies, which were so indispensable to restoration of the normal 
volume of world trade. Frequently I suggested that nations would 
have to rise to higher levels of commercial policy if anything like 
normal and permanent trade was to be restored; that many of us in 
this country very earnestly were pleading with statesmen of other 
countries to take this broader view and urging their respective coun- 
tries to move back in the direction of economic sanity. The Ambassa- 
dor expressed himself as very much interested and very much in 
approval of these ideas. 

I called his attention specially to the fact that our reciprocity policy 
included the unconditional form of the favored-nation doctrine which 
within itself meant a much broader commercial policy than the ordi- 
nary bilateral bargaining method would imply. 

The Ambassador finally remarked that with reference to his and 
my confidential conversations, it had occurred to him that the Jap- 
anese Foreign Minister might be interested in them, or that they 
might be useful to him, and so he, the Ambassador, took the liberty 
of conveying to Foreign Minister Hirota the substance of our con- 
versations, at least to a material extent. I expressed no surprise, but 
instead reminded him very definitely that beyond the slightest ques- 
tion the two notes exchanged between Foreign Minister Hirota and 
myself some weeks ago™ afforded the broadest and most complete 
foundation on which to build in the most satisfactory way all desira- 

ble relationships—economic, peace, and otherwise, including those 
of friendship between the two nations—; that in view of so much 
careless talk that was taking place in different parts of the world I 

On February 21 and March 38; for texts, see Foreign Relations, Japan, 1931- 
1941, vol. 1, pp. 127 and 128.
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had found it necessary to state later very succinctly but very respect- 
fully, the fundamentals of our attitude at the present. 

C[orpett|] H[ vt] 

611.9431/53 

The Japanese Embassy to the Department of State ™ 

MermoraNDUM 

1. From the present trend of commercial relations between Japan 
and the United States, it is highly likely that for some time to come the 
balance of trade will continue to be unfavorable to Japan. 

2. But it is fortunate that industries in our two countries cover 
generally different fields. Japan’s important exports to the United 
States are raw silk, canned foodstuffs, porcelain and potteries, etc.; 
while the United States’ important exports to Japan are raw cotton, 
lumber, machinery, mineral oil, etc. It is a case of complemental and 
non-competitive trade. It is therefore plain that there are great pos- 
sibilities of trade increase between our two countries as a concrete ev1- 
dence of mutual helpfulness. While many countries are adopting the 
policy of economic nationalism and, by restricting importation, are 
greatly injuring international trade, the trade of our two countries is 
on such wholesome foundation and is capable of a great development 
through mutual efforts. 

3. From such point of view, Japan has recognized the necessity of 
endeavoring to adjust as far as possible the interests of Japan and the 
United States in industries where competition may occur and thereby 
to avoid difficulties in the broad lines of our trade relations. There- 
fore, ever since the coming into force of the NRA regime in this coun- 
try, Japan has in that sense sincerely tried to harmonize her trade 
policies with those of the United States. For instance, in the cases 
of pencils and rag rugs, Japan has complied with the desire of the 
United States by enforcing self-imposed restraint on exportation. 

4, In the circumstance, the Japanese Government desires to request 
the United States Government to give serious consideration to the 
matters still pending, namely, those of tuna fish, matches, and porce- 
lain and potteries, from the broad aspects of the Japanese-American 
trade. 

With regard to canned tuna fish, import tariff was raised in Decem- 
ber last, in virtue of Article 336 of the Customs Act.® 

* See telegram No. 59, April 28, 7 p. m., to the Ambassador in Japan, Foreign 
Relations, Japan, 1931-1941, vol. 1, p. 231. 

* Handed to the Secretary of State by the Japanese Ambassador, June 20, 1934. 
® Tariff Act of 1930; 46 Stat. 701.
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With regard to matches, a raise in excise duties was suddenly effected 
and forestalled any chance of conciliatory negotiations. 

With regard to porcelain and potteries, the United States Govern- 
ment is actually contemplating a restriction upon their importation. 
Heretofore, with the assistance of American authorities, the exporters 
and importers, both Japanese and American, of Japanese porcelain 
and potteries have been arranging about the prices and there have oc- 

curred no difficulties. If there should be any complaints, they are, 
it seems proper, to be adjusted among the merchants interested. — 

Such restrictions on Japanese imports would only result in making 
Japan’s unfavorable trade balance against the United States even more 
unfavorable, and would work prejudicially to the general trade rela- 
tions between the two countries which are calculated to be more or less 
balanced and promise to increase in volume and value. 

611.006 Fish/20 

Memorandum by Mr. Eugene H. Dooman of the Division of 
Far Eastern Affairs 

[WasHInecTon,]| June 27, 1934. 

Conversation: Mr. ecinosuke Fujii, Chargé d’Affaires, Japanese 
mbass 

Mr. Takahara Ito, Second Secretary, Japanese Em- 
bassy 

Mr. Dooman. 

Mr. Fujii said that in accordance with a suggestion made to him 
by Mr. Sayre, upon whom he called last week, he had come today to 

: talk over informally the possibility of American and Japanese Govern- 
ments entering into conversations looking toward the satisfactory 
adjustment of imports of tuna fish from Japan. Mr. Fujii stated that 
the conversations which had been held in California between American 
and Japanese tuna interests had broken down and that the Japanese 
representatives had returned to Japan. The Japanese Government, 
in accordance with the view set forth in the memorandum pre- 
sented to the Secretary on June 20 by the Japanese Ambassador (See 
611.9431/53), would be appreciative of an opportunity to discuss with 
the American Government the possibility of finding a mutually satis- 
factory adjustment of the situation existing in the tuna fish industry 
before action is taken by the American Government to restrict the 
importation of tuna fish from Japan. 

I called up Mr. Gresham, Acting Chief of the Imports Division, 
N. R. A., and asked whether any information had been received with 
regard to the conference between American and Japanese representa-
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tives of the tuna fish interests. Mr. Gresham said that he had today 
received a letter from the attorney for the Southern California Tuna 
Packers to the effect that during the past few days the conversations 
had taken a favorable turn. Mr. Gresham assumed, therefore, that 
the conversations had not ended. In accordance with the request of 
the American interests, action had been suspended on the complaint 
received by the N. R. A. from the American tuna interests. I then 
asked Mr. Gresham whether the N. R. A. would be favorable in prin- 
ciple to conversations being held between the Governments concerned 
with regard to the tuna question in the event that the conversations 
now taking place in California were abortive. Mr. Gresham replied 
that he favored the idea, but that he thought it might be preferable 
to hold the matter over until it could be made a part of the negotia- 
tions with the Japanese Government regarding the conclusion of a 
general tariff agreement. I told Mr. Gresham that I had no knowledge 
that any decision had been taken to conduct such negotiations with 
Japan, but that I would note his views with regard to the desirability 
of holding informal conversations covering tuna fish. 

I then informed Mr. Fujii that information received by N. R. A. 
indicated that the conversations not only had not been concluded but 

that they seem to have taken a favorable turn. Mr. Fujii seemed 
somewhat surprised and pleased, and he said that he would immedi- 
ately telegraph the Japanese Consul at Los Angeles and ask for a 
report. 

Referring to the memorandum, above-mentioned, of the Japanese 
Ambassador, I said that Mr. Saito was under a misapprehension in 
stating that this Government is actually contemplating placing restric- 
tions on the importation of Japanese porcelain and pottery ; that hear- 
ings were being held; but that that fact did not necessarily imply that 
the establishment of further restrictions are under contemplation. I 
expressed the hope that they would bear this fact in mind in the 
event that informal conversations were held with regard to tuna fish, 
for the reason that the American Government might find it necessary 
to hold a hearing on imports of tuna fish when conversations with | 
the Japanese Government were being held. Mr. Ito said that this 
circumstance was well understood, but that the Japanese Government 
hoped that it would be possible to enter into conversations with regard 
to tuna fish before any recommendations of a restrictive nature are 
made by the Tariff Commission to the President. | 

Comment: 

It is not as yet certain that the conversations between the American 
and Japanese interests concerned have failed. In the event that. they 

748408—50—VOL. Il1I-——57 7
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fail and it thus becomes necessary for action to be taken on the com- 
plaint laid before N. R. A., it is suggested that the Japanese proposal, 

| that negotiations be held between the American and Japanese Gov- 
ernments, be referred to the Executive Committee on Economic Policy 
for decision as to the reply which should be made to the Japanese 
Embassy. 

It is the opinion of the Far Eastern Division that it would be pref- 
erable to avoid arranging another “gentlemen’s agreement” similar to 
the agreements that have been reached with Japan with regard to lead 
pencils and cotton rugs, but if remedial action on tuna fish imports 
cannot await careful study of the entire question of our commercial 
relations with Japan, it is recommended that conversations be held 
with the Japanese Government before restrictive measures are applied. 

611.946/97 

The Japanese E'mbassy to the Department of State 

MEMORANDUM 

1. The General China and Porcelain Ware Exporters Association in 
Japan has been paying particular attention to the exportation of china 
and porcelain ware to the United States and since November 1, 1933 
has restricted the exportation of eight classes of china and porcelain 
ware which are in competition with those manufactured in the United 
States and has increased by thirty per cent the price on these eight 
classes. 

Since May Ist last the Association has been restricting twenty-two 
other classes of china and porcelain in order to avoid menacing the 
United States industry and to promote the exportation of china and 
porcelain ware to the United States. 

2. Besides the above mentioned thirty classes of china and porce- 
lain ware the Association is ready to restrict the exportation of 
additional classes if it becomes necessary. 

Concerning the restrictions by exporters not members of the above 
mentioned Association, the Japanese Government is striving to have 
these exporters restrict their exports of china and porcelain ware also. 

While the Japanese Government and the Exporters Association are 
making every honest effort to restrict the exportation of these goods to 
the United States, the Japanese Government hope that the United 
States Government will be so good as to negotiate previously with the 
Japanese Government before taking any action, such as imposing addi- 
tional duty or quota restriction. 

Handed to Mr. Eugene H. Dooman of the Division of Far Eastern Affairs 
by the Japanese Chargé, July 6, 1934.



JAPAN 813 

611.946/97 

Mr. Eugene H. Dooman of the Division of Far Eastern Affairs to the 
Assistant Secretary of State (Sayre) 

[WasHIneToN,| July 6, 1934. 

Mr. Sarre: There is attached a memorandum ® which was handed 
to me this morning by Mr. Fujii, Chargé d’Affaires of the Japanese 
Embassy, who called on me in company with Mr. Ito, Second Secre- 
tary of the Japanese Embassy. The memorandum states that the 

Japanese exporters of porcelain have been restricting the quantity 
of a number of different kinds of chinaware and porcelain exported 
to the United States, and that they have increased by thirty percent 
the price on eight classes of porcelain and. chinaware. The memo- 
randum sets forth the request of the Japanese Government that the 
American Government enter into negotiations with the Japanese 
Government before any action is taken to restrict the importation of 
these goods into the United States. 

The officers supplemented the memorandum by stating that the 
Japanese Government did not propose that negotiations similar to the 
pencil and cotton rug negotiations, be held. The Japanese Govern- 
ment desires the American Government to note that voluntary action 
is being taken by Japan to restrict exports of this commodity to the 
United States and otherwise to remove causes for complaint against 
imports from Japan. The Japanese Government desires that this 
Government observe the results of these restrictive measures, and 
that, if these results do not satisfactorily remedy the situation and 
restrictive measures on this side were considered necessary, negotiations 
between the two Governments be held before restrictive measures are 
applied by this Government. | 

Your instructions with regard to the character and substance of the 
reply to be made to the memorandum of the Japanese Embassy are 
requested. 

611.946/97 

The Department of State to the Japanese Embassy ” 

An investigation is being made by appropriate agencies of the 
American Government of imports into the United States of china and 
porcelain ware, and endeavor will be made, during the course of the 
investigation, to ascertain the effects upon imports into the United 

8 Supra. 
® Handed to the Japanese Chargé by Mr. Eugene H. Dooman of the Division of 

Far Eastern Affairs, July 16, 1934.
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States of the measures which the General China and Porcelain Ware 
Exporters’ Association in Japan is understood to have taken. 

The American Government will be glad, if any measure to restrict 
imports of china and porcelain ware should be considered necessary, 
to enter into informal discussions with the Japanese Government 
before such measures are put into effect. 

611b.003/55 | 
Memorandum by the Chief of the Division of Far Eastern Affairs 

(Hornbeck) of a Conversation With the Japanese Chargé (Fujit) 

[WasHinoton,] August 24, 1934. 

Mr. Fujii called on me and said that he was instructed by his 
Government to call in connection with the question of the pending 
Philippines tariff act. He said that the Japanese Government was 
apprehensive, in the feeling that this act was being formulated with 
a view to cutting down the flow of Japanese exports into the Philip- 
pines and it hoped that the American Government would take steps 
toward preventing the adoption of such provisions. He talked about 
the development of Japanese trade with the Philippines and the needs 
of the Filipino consumer and he gave me a slip of paper (here at- 
tached) t on which there were written some figures of imports and 
exports. 

As Mr. Fujii’s remarks were somewhat rambling and inconclusive, 
I inquired whether there appeared to be anything in the proposed act 
which was discriminatory against Japanese trade. Mr. Fujii said that 
the Japanese Government was not well informed with regard to the 
exact provisions but that it believed that the effect would be adverse 
to Japanese trade. I raised a question of the purposes which govern- 
ments have in mind when they make tariff laws and emphasized the 
point that such laws are made with a view to safeguarding the inter- 
ests, as conceived by the makers, of the populations within or behind 
the tariff walls and are very seldom indeed made for the purpose of 
doing any particular damage to a population of any particular country 
outside of those walls. Mr. Fujii continued somewhat diffusely, and 
I finally asked whether he would tell me as exactly as possible just 
what his Government had instructed him tosay. He then slowly made 
the statement that he was instructed “to request that the American 
Government advise the Philippine Government against making a tariff 
which would have the effect of interfering with Japanese-Philippine 
trade.” I repeated this formula and thanked him for giving it to me. 

* Not printed.
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He then hastened to say that the instruction which had been given him 
was rather vague; and he added at once the question: What did I 
“think?” To this I replied that I thought first of all that the Philip- 
pine tariff act would be formulated with a view to safeguarding and 
promoting the interests of the people of the Philippines and those of 
the United States; that I could not conceive that there would be any 
thought on the part of the makers of discriminating against or doing 
damage to Japan; that, as Mr. Fujii knows, this Government is ani- 
mated throughout, in the field of foreign relations, by the desire to act 
in conformity with the principle of the “good neighbor”; and that I 
thought that everybody responsibly connected with the matter would 
try to act on the basis of sound economic and political principles. 

I then, without giving Mr. Fujii an opportunity to reply, went 
on to say that, inasmuch as he had, under instruction, brought up this 

question of the Philippine tariff, I would like to mention to him a 
matter which was related to it but of which we had not intended to 
make mention. I said that it appeared that the Japanese Consul 
General at Manila has been making speeches in the Philippines and 
expressing himself publicly there on the subject of this pending legis- 
Jation, in a manner which is scarcely in keeping with or appropriate 
to the responsibilities of his official position. Mr. Fujii replied that 
he had heard that some of the Philippine newspapers had complained. 
I said that this was quite true and that the complaints had not been 
restricted to the Philippine newspapers. I said that I thought it 
would be well for the Japanese Government to give some thought to 
the matter and consider whether the proprieties were or were not being 
violated. 

Mr. Fujii reverted to expressions of appreciation of what the De- 
partment of State had done in connection with the Arizona matter ? 
and, after exchange of the usual amenities, the conversation ended. 

S[rantey| K. H[ornpecx | 

611.9431/62 

The Chargé in Japan (Neville) to the Secretary of State 

No. 996 Toxyo, October 4, 1934. 
[Received October 22. ] 

Sir: I have the honor to refer to the Department’s instruction No. 
544 dated July 2, 1934,° (File No. 611.9431/53) enclosing a copy of a 
memorandum of a conversation on June 20, 1934,°* between the Secre- 
tary of State and the Japanese Ambassador at Washington in regard 

* See pp. 690 ff. 
* Not printed. 
*2 Ante, p. 807.
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to certain aspects of the commercial relations between the United 
States and Japan, and a copy of the memorandum * presented at that 
time by the Japanese Ambassador. 

It appears that Ambassador Saito expressed the hope that further 
increases in our trade barrier against certain Japanese commodities 

should be given further and serious consideration before affirmative 
action; among the commodities mentioned affected or threatened were 
tuna fish, matches, porcelain and potteries. 

The Embassy has carefully reviewed the principal commodities 

imported into Japan from the United States in an endeavor to pro- 
vide the Department, if possible, with points of discrimination against 
American trade which might be offset against the points raised by 
Ambassador Saito. In consultation, however, with Mr. Williams, 
Commercial Attaché of this Embassy who has prepared a memo- 
randum on the subject, it develops that due to the fact that most of 
the United States exports to Japan consist of raw materials, which 
can be eliminated entirely from the question of trade restriction, there 

remain only items of less importance to be considered and it has not 
been possible to discover any instances where American products 
in Japan are meeting with the opposition that is being made in the 

United States to such Japanese products as tuna fish, toys, porcelain 
and pottery, matches et cetera. 

The Department, however, might wish in this connection to con- 
_ sider the question of the indiscriminate use by Japanese manufacturers 

of American trade marks and the simulation of American packages, 
labels and containers. The files of the Commercial Attaché show 

_ that not only his office but many others have reported on the sale 
of Japanese goods bearing infringements of American trade marks 
or put up in packages or containers closely resembling those of Amer- 
ican manufacture. He reports that on March 14, last, the Calcutta 
Office brought to the attention of the Bureau of Foreign and Domestic 
Commerce the Japanese infringement in the Indian market of trade 
marks of the Simonize Company of Chicago. On February 12, the 
Singapore Office reported the simulation of Parker Duofold Fountain 
Pens by Japanese manufacturers which were being sold in the Straits 
Settlements. The Carnation Company, under date of March 16, 1934, 
complained to the Bureau of the abundance of infringements of the 
Company’s milk label in Japan and China. On August 11, 1933, the 
Prophylactic Toothbrush Company complained of numerous Japanese 
infringements of their trade marks. In Japan instances can be found 
nearly every month in the Patent Journal, published by the Patent 
Bureau of the Department of Commerce and Industry, of applica- 
tion for trade marks which are direct infringements of American 
trade marks. 

* Ante, p. 809.
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This question of trade mark infringements has created an antag- 
onistic attitude on the part of American manufacturers to Japanese 
goods and constitutes a difficult problem with which to cope inasmuch 
as the trade mark laws in this country are such as to enable any one 
to apply for and register a trade mark within three months time. 
While American manufacturers shipping goods to Japan have been 
advised to have their trade marks registered, and some of them have 
done so, infringements nevertheless occur in view of the fact that 
in order to be absolutely protected a trade mark must be registered 

| to cover seventy different classifications. 
There is no doubt that Japanese manufacturers are profiting by 

the reputation which standard American products have established 
abroad, and if the present situation could be in some way improved 
the American exporters would be greatly benefited. 

As of possible interest, there is enclosed herewith a list of the prin- 
cipal commodities imported into Japan from the United States during 
the periods January to June, 1933, and January to June, 1934, taken 
from the Monthly Return of the Foreign Trade of Japan, published 
by the Department of Finance, together with Mr. Williams’ com- 
ments as set forth in his memorandum.‘ 

Respectfully yours, Epwin L. N&viuie 

611b.003/106 

Statement by the Secretary of State, October 30, 1934° 

The recently revealed Japanese naval demands®* render uncertain 
and chaotic the entire economic policy, the Open Door policy, and 
even political policies as to much of China and Inner Mongolia, all of 
which will probably be involved in the present London or similar con- 
ferences for some months to come. The Japanese seriously threaten 
to abrogate the Washington and probably the London Treaties” unless 
they are allowed a navy big enough to enable them to dominate the 
Orient economically, politically, and militarily. This is the proposed 
Japanese substitute for all the present or the existing Far Eastern 
policy, economic, political and naval, as clearly defined particularly 
in the Washington and the Nine Power Treaty. There should be 
long drawn out conversations between other countries including ours 

“Enclosures not printed. 
* As telephoned to the Assistant Secretary of State (Sayre) by the Executive 

Assistant to the Secretary of State (Cumming) on October 30, from Pinehurst, 

N See vol. 1, pp. 299 ff. 
"Treaty signed at Washington, February 6, 1922, Foreign Relations, 1922, vol. 1, 

p. 247, and treaty signed at London, April 22, 1980, ibid., 1930, vol. 1, p. 107. 
® Signed February 6, 1922, ibid., 1922, vol. 1, pp. 247 and 276.
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and Japan, touching peace and the economic rights of ours and other 
nations in the Orient, where nearly 60% of the world population 

| resides. In these circumstances I now incline to the view that we 
should agree to no Philippine trade restrictions against which Japan 
could or probably might earnestly complain until the entire combina- 
tions of problems are settled. After all, it might be found desirable 
to allow a moderate increase of tariff as to certain textiles as a tem- 
porary or emergency measure, and this regardless of the plea of our 
exporters that the increase would be too small. I would suggest no 
permanent tariff or like action now but if any action at all, only a mod- 
erate increase of tariffs as suggested or an agreed quota, whichever 
would best avoid any controversy with the Japanese. 

DISAPPROVAL BY JAPANESE GOVERNMENT OF ACTION BY MAYOR 

OF DAIREN IN SEEKING CONTRIBUTIONS FOR AIR DEFENSE 

894c.20/2 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasuHineron, July 27, 1934—4 p. m. 

126. Reference Dairen’s despatch to you dated June 29, 1934,° sub- 
ject “Foreign Firms Requested to Contribute towards Air Defense 
of Dairen.” | 

Please ascertain from Vincent the present status of this matter 
and report by telegraph as soon as possible. 

Hun 

894c.20/4: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, July 31, 1934—2 p. m. 
[Received July 31—5: 44 a. m.] 

164. Department’s 126, July 27,4 p. m. 
1. The Embassy telegraphed the Consulate at Dairen July 4 and 

28 requesting reports in regard to any elements of compulsion direct 
or indirect employed by the Japanese authorities in collecting 
contributions. 

2. Dairen has replied in part as follows: 

“July 30,2 p.m. On Thursday last ™ American companies informed 
me that they had received another letter signed by the Mayor stating 
that ‘we should be very much obliged if you could give some donation 

* Not printed. 
* John Carter Vincent, Consul at Dairen. 
“July 26.
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for the closing day is near at hand.’ The official closing day for re- 
ceiving contributions is tomorrow. Other foreign firms received iden- 
tic letter and all inform me that they are not responding. There has 
been no direct or indirect resort to compulsion.” 

38. While the element of direct compulsion appears to be absent 
thus avoiding infringement of the letter of the last paragraph of 
article 1 of our treaty of 1911 with Japan” I suggest that the spirit 
of the treaty is infringed if American firms are placed in the position 
of fearing retaliatory measure for noncompliance with requests for 
contributions toward air defense. 

4. I suggest that this fact might be brought informally to the 
attention of the Japanese Foreign Office. Please instruct. 

GREW 

894c.20/4: Telegram , 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHinerTon, July 31, 1934—7 p. m. 

130. Your 164, July 31, 2 p. m. 
1. Please call at your early convenience on the Minister for Foreign 

Affairs and inform him orally of the action of the Mayor. You 
should then refer to the relevant provisions of Article I of the Treaty 
of Commerce of 1911 and express the hope that the Japanese Gov- 
ernment will disavow the action under reference of the Mayor, who is 
an official under the control of that Government, and that it will take 
suitable measures to prevent any misunderstanding arising from the 
refusal of American nationals and companies to contribute toward 
the purchase of Japanese military equipment. 

2. Please instruct Vincent to inform in confidence American con- 
cerns that any circumstance tending to arouse suspicion of attempts 
at retaliation should be reported immediately to the Consulate. If 
after investigation such suspicion should appear to be well-founded, 
Vincent should report to the Embassy without delay. The Embassy 
should keep the Department fully advised by telegraph. 

Huy 

894c.20/6 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, August 23, 1934—noon. 

_ [Received August 23—5: 40 a. m.] 

186. Embassy’s 171, August 7, 6 p. m.° The Vice Minister for 
Foreign Affairs today informed me that the Japanese Government 

“* Treaty of commerce and navigation signed at Washington, February 21, 1911, 
Foreign Relations, 1911, p. 315. 

* Not printed.
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disapproved of the action of the Mayor of Dairen and that the Gov- 
ernor of the Kwantung Province had taken measures to the effect 
that contributions from foreign firms and individuals for air defense 
would not be exacted or expected. The Vice Minister expressed his 
conviction that no indirect methods of pressure or retaliation for 

failure to comply with the Mayor’s demands would be exerted. 
Repeated to Dairen. Grew 

PROTECTION OF CONTRACT RIGHTS OF THE ORIENTAL CONSOLI- 

DATED MINING COMPANY, AN AMERICAN FIRM OPERATING IN 
KOREA | 

895.68 Or 4/15 

The Secretary of State to the Ambassador in Japan (Grew) 

No. 40 Wasuineton, July 25, 1932. 

Srr: There is enclosed a copy of a memorandum of a conversation * 
on July 21, 1932, between Mr. Bull of the Oriental Consolidated Min- 
ing Company (operating in Korea) and officers of the Department 
in regard to alleged unlawful action of the Japanese authorities by 
way of indirectly levying a tax on the operations of the Oriental 
Consolidated Mining Company. As a result of that conversation, the 
Department understands that a representative of the Oriental Con- 
solidated Mining Company will call on you in the near future to 
explain the difficulty which his company has encountered. ‘The 
Department desires that the Embassy give appropriate attention to 
the facts and the legal considerations involved in this case, and that 
if satisfied that action by the Japanese authorities infringes or impairs 
the rights of the Company, the Embassy either make appropriate 
representations to the appropriate authorities or advise the Depart- 
ment with regard to the course of action which the Embassy deems 

advisable. 
Please submit a full report on the matter. 
Very truly yours, For the Secretary of State: 

James GRAFTON Rocers 

895.63 Or 4/18 ne 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 134 Toxyo, September 23, 1932. 
| : [Received October 10. | 

Sir: The Embassy has received the Department’s instruction No. 
40 of July 25, 1932 in regard to the Oriental Consolidated Mining 

* Not printed.
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Company. The matter has been discussed with Mr. Lower, General 
Manager of the Company in Korea, and with officials of the Foreign 
Office. 

The situation appears to be that the Japanese Government has 
placed an embargo on the export of gold, and has fixed a price in yen 
which varies more or less with the rate of exchange at which the 
Finance Ministry will purchase gold from persons in Japan. The 
Oriental Consolidated Mining Company has a concession from the 
King of Korea dated April 17, 1896 for exclusive mining rights in the 
District of Uhnsan, Korea, a copy of which is enclosed.® Article 18 
of the concession states that no taxes shall be levied upon these mines 
or their properties or products. Article 14 provides that materials 
necessarily imported for the use of the mines may be imported free 
of duty and that no export duty shall be charged upon their products. 

The company’s contention is that the embargo is in effect a tax 
upon their products. It claims that the price at which gold is pur- 
chased does not represent the true market value and that the resultant 
loss amounts to an impost which is not warranted under the terms of 
the concession. The Japanese Government’s contention, as brought 

out in conversation, is that the gold embargo is a temporary measure © 
necessary for the public welfare; that it is not a tax and that there 
is no interference with the Company or its mining operations in any 
way. 
Members of the Embassy staff have consulted with officials of the 

Foreign Office, and there is enclosed a copy of a memorandum * 
handed by Mr. Dickover ” to the Chief of the Commercial Bureau 
(Mr. Taketomi) setting forth the Company’s contention. After some 
discussion with Mr. Lower, it was ascertained that the Company de- 
sired to transfer some $350,000 to the United States. Accordingly 
Mr. Neville * had a further discussion with the Chief of the Commer- 
cial Bureau, and suggested that the Company be allowed, irrespective 
of any legal question involved, to export gold to this amount. If this 
were done the Company could meet its obligations for dividends and 
purchases in the United States until next spring. This suggestion 
was made as it was considered possible that by next spring the situa- 
tion with regard to gold might be different. A copy of Mr. Taketomi’s 
letter to Mr. Neville, as well as a copy of Mr. Neville’s acknowledg- 
ment are also enclosed.” 

It will be seen from these letters that the Japanese Government, or 
at least the Finance Department, is so far unwilling to grant the 
Company any special consideration in this matter. I should not- fee} 

7% Not printed. 
*Hrle R. Dickover, First Secretary of the Embassy in Japan. 
* Hdwin L. Neville, Counselor of Embassy in Japan.
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justified in making formal representations in this case without spe- 
cific instructions. I shall, however, continue to follow the case and 
report any new developments. 

Respectfully yours, JosEPH C. Grew 

895.63 Or 4/18: Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasutineron, November 8, 1932—6 p. m. 

175. Your mail despatch 184, September 23, and previous. De- 
partment is informed that Company’s manager has retained counsel, 
Dr. S. Kishi, who is taking the matter up with the Minister of Finance 
and that decision on question whether permission to export will be 
granted will apparently be delayed by 2 weeks from October 29. 
Department authorizes you, in your discretion, to bring the matter 
again to the attention of the Foreign Office informally, inviting at- 
tention to the serious effect on the Company’s business of the combi- 
nation of embargo and fixed purchase price for their product in 
Japan, the practical effect of which is substantially what the Company 
contends. In view of this situation you should endeavor, unless you 
feel it highly inexpedient, to induce authorities to grant the request 
of the Company as reported in your despatch. 

| . Sirrmson 

895.63 Or 4/28 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 235 Toxyo, December 23, 1932. 
| [Received January 16, 1933. ] 

Sir: I wish to refer to my telegram No. 266 of November 10, last,?® 
in regard to representations which I made to the Minister for Foreign 

Affairs on behalf of the Oriental Consolidated Mining Company, and 
to report that the British Ambassador informs me that he has also 
spoken to Count Uchida” in this connection. In the meantime, the 
Company’s lawyer, Dr. Kishi, has been in contact with the Finance 
Department of the Japanese Government, and has submitted a num- 

ber of briefs outlining the Company’s position. Yesterday the Gen- 
eral Manager of the Company called at the Embassy and left a trans- 
lation of the reply to Dr. Kishi’s representations, dated December 19, 
1932. A copy of this translation is enclosed.*® 

* Not printed. 
* Count Yasuya Uchida, Japanese Minister for Foreign Affairs, July 1932- 

September 1933.
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The reply amounts to a refusal to admit the validity of the Com- 
pany’s claim. In informal discussion at the Foreign Office yester- 
day, a member of my staff was informed that there was no possibility 
that the Government would admit that the Company had uncondi- 
tional rights in the matter of gold export; that this right was not ex- 
pressly stated in the concession ; that if such export were permitted the 
Government would surely be asked about it in the Diet, and the whole 
matter would, or might, become a political question. On the other 
hand, it was stated, the Foreign Minister and the Finance Minister 
were looking for some method whereby the Company could dispose 
of its product without loss. 

For the moment, the situation appears to be at a deadlock. I shall, 

however, continue informal representations in the case. 
Respectfully yours, JosEPH C, GREW 

895.63 Or 4/30: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 10, 1933—4 p. m. 
[Received February 10—4: 37 a. m. | 

38. My 382, January 28, 1 p.m.” Doctor Kishi believes that if he can 
get the Oriental Consolidated Mining Company case into court he 
will win easily. Accordingly he desires file export application with 
the Governor General of Chosen, requesting advisory opinion from 
the Supreme Court there. Favorable action in Chosen would, he feels, 
result in granting of export permit. 

I have instructed Consul General to render all possible proper as- 
sistance to Kishi who is proceeding to Seoul today. 

GREW 

895.68 Or 4/33 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 880 Toxyo, May 10, 1938. 
[Received May 26.] 

Sir: Referring to my telegram No. 32 of January 28, 1933 7* and to 
other correspondence in regard to the desire of the Oriental Consoli- 

dated Mining Company to export gold from Japan, I have now to 
report that the Company has decided to sell the gold it has on hand to 
the Bank of Japan at the price in Yen fixed by the Finance Depart- 
ment. 

*t Not printed. |
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The President of the Company, Mr. Frederic Bull of New York 

arrived in Japan in March and left towards the end of April. His 
arrival here coincided with the imposition of the gold embargo in the 

United States and for some time the Japanese Government refused to 
consider any action in regard to gold export or sale pending the re- 
sumption of foreign exchange business by the banks in America. 

After some negotiations with the Japanese authorities, Mr. Bull was 
instructed by the directors of the Company to sell the gold in Japan 

and return to the United States. Mr. Bull accordingly made arrange- 
ments to turn the gold over to the Bank of Japan. 

The Company’s decision, apparently, was influenced by the uncer- 

tainty of the exchange situation at the present time, and by the fact 
that an investigation of the books of the company indicated that the 

loss in the sale of the gold here would be to a great extent offset by 
the drop in the value of the Yen in comparison with the dollar. The 
case may therefore be considered closed for the time being, although 

the Company reserves the right to bring it up at some future time. 

I may add that before his departure from Japan, Mr. Bull expressed 

to me his feeling that the Embassy had left nothing undone in the 
interests of the Company and in its efforts, unfortunately unsuccessful, 

to obtain permission for the export of the gold. 

Respectfully yours, JOSEPH C. GREW 

895.68 Or 4/48 

The Chargé in Japan (Neville) to the Secretary of State 

No. 992 Toxyo, October 2, 1934. 
[Received October 22. ] 

Sir: I have the honor to transmit copies of two letters dated August 

6 and September 25, 1934, with their enclosures,”* received from the 
American Consul in charge of the Consulate General at Seoul, Chosen, 

in regard to the levying of income tax upon the employees of the 
Oriental Consolidated Mining Company, an American concern which 

operates gold mines at Unsan, Chosen. 
The particular point at issue is the contention of the company that 

its books are not subject to inspection by the tax authorities. The 

original concession,“ a copy of which was transmitted in this Em- 

bassy’s despatch No. 134 of September 23, 1932, contained a clause 
(Article XVII) giving the King of Korea the right to inspect the 
company’s books. This Article was subsequently deleted, and Article 

XII consequently rendered inoperative, in return for a cash payment 

73 Only one enclosure printed. 
** Not printed.
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of Yen 200,000 and an annual payment of Yen 25,000, regardless of the 
output of the mines. The company is of opinion that the deletion of 
the clause in question carries permanent immunity from inspection 
by tax officials. | | 

An examination of the record seems to indicate that the original con- 
cession and its subsequent modifications were drawn up without refer- 
ence to the possible imposition of an individual income tax. There is 
no evidence of an intention on the part of the Government General 
of Chosen to levy taxes on the company. It is obvious, however, that 
the authorities in Chosen insist upon the right to inspect the company’s 
books in order to verify the amounts paid to employees who are subject 
to income tax under the law. 

In view of the stringent provisions of income tax legislation in the 
United States, I feel that the Embassy would not be justified in sup- 
porting the company’s position in this matter without the Depart- 
ment’s express approval. Iam accordingly instructing Mr. Langdon * 
to withhold his proposed reply to the Government General pending a 
review of the case in the Department. 

Respectfully yours, Epwin L. Nrvite 

[Enclosure] 

Proposed Reply by the American Consul at Seoul (Langdon) to the 
Chief of the Foreign Affairs Section, Japanese Government General 
of Chosen (Tanaka) | 

SEOUL, CHOSEN. 

Sir: I have the honor to refer to your letter of September 18, 1934,?6 
in regard to the application of the Chosen Income Tax Law to the 
Oriental Consolidated Mining Company and its employees. 

The Consulate General does not dispute the Government General’s 
view that the incomes of individual employees of the Company are 
taxable under the Chosen Income Tax Law, inasmuch as there is no 
provision in the Company’s charter upon which its employees might 
properly claim exemption from such tax. With regard to the inspec- 
tion of the Company’s books, however, as Article 17 of the original 
charter, containing the distinct sentence “Said officer (viz., the repre- | 
sentative of the sovereign) may inspect the books of the Company”, 
was canceled without any reservation whatever, the Consulate General 
cannot admit that there still resided in the sovereign the right to in- 
spect the books for particular purposes. Such an interpretation would 
render the Company’s special right in this respect valueless, as the 

* William R. Langdon, Consul at Seoul. 
7° Not printed. |
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inspection of books for one purpose may very well be an inspection 

for every purpose. 
It is your opinion that the cancelation of Article 17 did not perma- 

nently extinguish the sovereign’s right to inspect the books of the 
Oriental Consolidated Mining Company because books form the basis 
of taxation. In the case of the Company, however, the whole question 
of taxes was settled for the duration of the concession by the agreement 
of March 27, 1899, to pay to the sovereign a fixed annual sum of 
Yen 25,000 each year, regardless of the productiveness of the mines. 
The principle that books form the basis of taxation, therefore, would 
not seem to be applicable to the Oriental Consolidated Mining 

Company. 
As a practical way out of the difficulty, the Consulate General 1s 

prepared to request the Oriental Consolidated Mining Company fully 
to cooperate with the tax authorities at Neihen in the collection of the 
income tax, by preparing a statement of third class income paid by it 
as mentioned in Article 47 of the Tax Law and otherwise. 

I have [etc. | Wm. R. Lanepon 

895.63 Or 4/48 

The Secretary of State to the Ambassador in Japan (Grew) 

No. 645 ) Wasuineron, December 3, 1934. 

Sir: Receipt is acknowledged of the Embassy’s despatch No. 992, 
under date October 2, 1934, transmitting letters from the Consulate 
General at Seoul in regard to levying of income tax upon the employees 
of the Oriental Consolidated Mining Company and inspection of the 
Company’s books by the Chosen authorities. 

The Department is of the opinion that in general the proposed reply 
of the American Consul at Seoul to the Chosen Government General 
is reasonably warranted and that its transmission may properly be 
authorized. However, it is desired that the second paragraph, which 
in the draft prepared at the Consulate General begins: 

“The Consulate General does not dispute the Government General’s 
view... 

be amended to read: 

“In deference to the views of the Government General, the Consulate 
General is not disposed to insist on the suggested interpretation favor- 
ing the exemption of the employees of the Company from individual 
income tax. With regard to the inspection of the Company’s books, 
however, .. .” 

Very truly yours, For the Secretary of State: 
WILLIAM PHILLIPS
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REPRESENTATIONS BY THE JAPANESE GOVERNMENT ON BEHALF OF 

JAPANESE STEAMSHIP COMPANIES SUBJECT TO UNITED STATES 

WAR PROFITS TAX FOR THE YEARS 1918 AND 1919 

811.512394 Shipping/35 

The Japanese Embassy to the Department of State *" 

1. The United States Treasury Department notified the Toyo Kisen 
Kaisha in February, 1933, and the Nippon Yusen Kaisha and Osaka 

Shosen Kaisha in June, 19384, to pay additional war profits tax amount- 
ing respectively to $70,000 (for the years 1918, 1919) ; $1,829,500 (for 
the years 1918 to 1920) ; and $805,000 (for the years 1918, 1919). The 
case of the Toyo Kisen Kaisha 1s now proceeding in court. 

2. This enormous amount of additional war profits tax seems to 
have been imposed upon the charter rate, the subsidy of the Japanese 
Government, and the amortization allowance of those ships which 
were tendered to the United States Shipping Board by the order of 
the Japanese Government, as it was earnestly desired by the American 
Government in order to facilitate the united operation of the allied 
and associated countries. In view of the fact that these charters were 
not concluded by free contract, but contracted between these three 
shipping companies and the United States Shipping Board, on a 
basis of the diplomatic negotiations between the United States and 
the Japanese Governments and that, furthermore, the ships were 
under the complete control of the United States Shipping Board in 
respect of route and cargo, etc., these charters ought not to be con- 
sidered as ordinary charter contracts. 

3. The rates of charters proposed by the United States Government 
was considerably lower than the prevailing rates at that time. How- 
ever, In a spirit of cooperation with the allied and associated countries, 
the Japanese Government agreed to the proposal and placed 150,000 
tons of shipping at the disposal of the United States Government for 
six months, and as a consequence the owners of the ships lost profit 
of 20,000,000 yen during this period, half of which was paid by the 
Japanese Government to partially offset this loss. 

The allowance provided by the United States Government for the 
maintenance of the crews of these ships was less, by 1,500,000 yen, than 
the actual amount paid by the owners for this purpose. 

If they had been ordinary charters, the Japanese Government and 
ship owners would not be called upon to assume such an additional 
financial burden. 

4. The subsidy is not income earned by ordinary transportation 
business, as it is delivered by the Government to the special companies 

* Handed to the Chief of the Division of Far Eastern Affairs by the Japanese 
Chargé on July 26, 1934. 
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imposing upon them special services, and it is not “income or profit 
received from sources within the United States”, as provided in the 
American Tax Law. It is still more unreasonable to consider the whole 
amount of the subsidy as taxable income while it includes services in 
other parts of the world. 

5. The Treasury Department decided not to recognize amortization 
for ships completed after the date of the Armistice (Nov. 11, 1918). 
However, these companies were obliged to build or acquire some expen- 
sive ships to replace those chartered to the United States Shipping 
Board, and speedy amortization was imminent owing to the high 
expense for those ships. Furthermore it was impossible to anticipate 
armistice at that time. In view of these facts, the Treasury Depart- 
ment’s decision upon the amortization of the Japanese ships is not 
only rigorous, but seems to be unfair, as amortization is recognized 
for American ships. 

6. For the above-mentioned reasons the Japanese Government sin- 
cerely hopes that the American Government will not impose the tax 
upon the charter fees and the subsidy, and will give favorable consid- 
eration to the amortization for those ships for which the building con- 
tracts were made or construction was already started on or before 
Nov. 11, 1918. 

7. According to the notifications of the Treasury Department, 90 
days time limit, beginning June 11, is given for the payment of these 
taxes, but it is hoped that this time limit will be extended until these 
questions are settled by the negotiations between the two Governments. 

811.512394 Shipping/35 

The Secretary of State to the Secretary of the Treasury (Morgenthau) 

Wasuineton, August 3, 1934. 

My Dear Mr. Secretary: There is enclosed a copy of a statement 
which was, on July 26, 1934, read to an officer of the Department by 
the Japanese Chargé d’Affaires.* The statement relates to additional 
war profits tax which has been levied on three Japanese steamship 
companies, Toyo Kisen Kaisha, Nippon Yusen Kaisha and Osaka 
Shosen Kaisha, and concludes with an expression of hope that the 
time limit given for the payment of these taxes “will be extended until 
these questions are settled by the negotiations between the two Gov- 
ernments”. 

The Japanese Chargé d’Affaires stated further that certain docu- 
ments relating to the matter were being forwarded by mail from 

* Supra.
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Tokyo to the Embassy at Washington, and he requested that adequate 
time be granted for the Japanese Government to present its case on 
the basis of those documents before action is taken by this Govern- 
ment on the basis of the Treasury Department’s notification of last 
June to the steamship companies. 

The Department hopes, in view of the apparently complicated 
character of the question, that the Treasury Department may find it 
possible to give favorable consideration to the request of the Japanese 
Chargé d’Affaires that opportunity be given for a careful examina- 
tion of the arguments which may be expected to be presented shortly | 
by the Japanese Embassy. 

Sincerely yours, Corpett Hutt 

811.512394 Shipping/37 

The Secretary of the Treasury (Morgenthau) to the Secretary 
of State * 

Wasuineton, August 16, 1934. 

' rr: Your letter dated August 3, 1934, (symbols FE), and the 
enclosed copy of a statement, read. to an officer of your Department by 
the Japanese Chargé d’Affaires, relating to additional war profits 
tax asserted against three Japanese steamship companies, the 'Toyo 
Kisen Kaisha, the Nippon Yusen Kaisha, and the Osaka Shosen 
Kaisha, have been given careful consideration, especially with refer- 
ence to the request that the ninety-day time limit specified in the stat- 
utory notices of deficiency issued under the provisions of section 274 
of the Revenue Act of 1926,® as amended by section 501 of the Revenue 
Act of 1934, and section 283 (a) of the Revenue Act of 1926,” be 
extended until certain documents relating to the matter have been 
received and negotiations entered into with a view of settling the 
questions in dispute. 

The determination of the income, excess profits and war profits 
taxes of the taxpayers named has already been the subject of many 
briefs of argument, statements of fact, and numerous conferences with 
Officials of the Bureau of Internal Revenue and, after full consider- 

ation, it was decided that no settlement could be reached. Accord- 
ingly, notices of deficiency were issued by registered mail on June 

11, 1984, to the Nippon Yusen Kaisha and the Osaka Shosen Kaisha, 
under the provisions of the acts mentioned above, granting them 
ninety days after such notices were mailed to file petitions with the 

Copy handed to the Second Secretary of the Japanese Embassy on August 16. 
*° Approved February 26, 1926; 44 Stat. (pt. 2) 9, 55. 
1 Approved May 10, 1934; 48 Stat. 680, 755. 
* 44 Stat. (pt. 2) 9, 68.
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United States Board of Tax Appeals for a redetermination of the 
deficiency. 

The records of this office disclose that a petition has been filed with 
the Board by the Toyo Kisen Kaisha for a redetermination of the 
deficiency disclosed in a statutory notice dated February 12, 1934, 
but that no petitions have been filed by the other taxpayers, although 
the time limit within which they may be filed with the Board has not 
expired. 

No assessment of the deficiency proposed against the Nippon Yusen 
Kaisha and the Osaka Shosen Kaisha will be made until the expiration 

of the ninety-day period, nor, if a petition has been filed with the 
Board within such filing period, until the decision of the Board has 
become final, with the exception, in these cases, that if the Commis- 
sioner believes that the assessment and collection of a deficiency in 
either or both will be jeopardized by delay, he shall immediately assess 
such deficiency, whether or not the taxpayer has theretofore filed a peti- 
tion with the Board of Tax Appeals. There being no information on 
file at this time warranting a jeopardy assessment against either of 
the two last named taxpayers, the procedure for the litigation of the 
deficiencies proposed should progress in a normal manner, provided 
petitions are filed before the expiration of the ninety-day period. 

There is no provision of law for the extension of the period for 
filing a petition with the Board of Tax Appeals. It is understood 
that representatives of the taxpayers, authorized to represent them 
before the Treasury Department by virtue of a power of attorney, 
are preparing petitions and expect to file them timely as to the two 
companies which have not as yet exercised such right. 
When the petitions are filed with the Board and upon receipt of 

the documents which you have been advised will be filed with you in 
the near future, you may assure the Japanese Chargé d’Affaires, or 
other official representing the Japanese Government, that the Com- 
missioner of Internal Revenue will be pleased to examine the state- 

ments contained in the documents and will give them serious considera- 
tion from the standpoint of a case in litigation before the Board. In 
such event, the taxpayers should file their written authorizations for a 
representative of the Japanese Government to appear before the 
Bureau in their behalf. 

Respectfully, H. Morcentuay, JR. 

811.512394 Shipping/38 

The Japanese Chargé (fugit) to the Acting Secretary of State 

No. 158 Wasuineton, August 20, 1984. 

Sir: Under instructions from my Government, I have the honor 
to request you to be good enough to give your earnest consideration
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to the attached Memorandum in which the Japanese Government 
states in detail their view on a question of taxation imposed by the 
Treasury Department of the United States upon Japanese shipping 

companies. The matter has already been informally taken up by Dr. 
Stanley K. Hornbeck, Chief of the Division of Far Eastern Affairs, 
upon my request. 

Accept [ete. ] K. Fousr 

[Enclosure] 

The Japanese Embassy to the Department of State 

MrEMoRANDUM 

1. Issues have been pending between the United States Government 
and the three Japanese shipping companies, namely, the Nippon 
Yusen Kaisha, the Osaka Shosen Kaisha, and the Toyo Kisen Kaisha, 
with regard to Profit Taxes for 1917-1920. 

While the Toyo Kisen Kaisha had to pay additional taxes for the 
year 1917, the company expected that it would be entitled to a reim- 
bursement for the taxes already paid, when the two succeeding years 
were added to that year for consideration. Contrary to that expecta- 
tion, however, the Department of the Treasury of the United States in 
the latter part of last February sent a note to that company notifying 
it of its obligation to pay $70,000 as additional taxes for 1918 and 1919. 
This caused a move on the part of that company to apply to the De- 

partment of the Treasury for a reexamination of the situation. | 
Nevertheless, on April 22nd of this year, the Department of the Treas- 
ury went so far as to detain the Soyo Maru of that company in the 
port of Los Angeles on the ground that that company had failed to 
meet its obligations to pay the additional taxes for 1917-1919. 

_ Similar steps were taken by the Department of the Treasury with 
regard to the other two companies. On June 11, 1934, the Nippon 
Yusen Kaisha was notified by the Department of the Treasury of its 
obligation to pay additional taxes for 1918-1920 amounting to ap- 
proximately $1,329,500. On the same day, the Osaka Shosen Kaisha 
received from the Department of the Treasury a note in which the sum 
of about $805,000 was announced as a total payment to be made by 
that company for the additional taxes for the years 1918-1919. 

2. In 1927, five accountants authorized by the United States Gov- 
ernment, came over to Japan in agreement with the Treasury author- 
ities and, after five months of investigation of the accounts and the 
records of those three companies, made a report which was submitted 
to the Department of the Treasury in March, 1928. A perusal of 
the report, however, supplies no justification of the additional taxa-
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tion of such enormous sums. Such taxation was never thought of, by 
any stretch of imagination, by those companies which, quite on the 
contrary, expected to get reimbursement of considerably large 
amounts for the total sum paid by them for the years 1917-1920, 
which expectation is fully justified by the report. The Nippon Yusen 
Kaisha had paid a sum of $4,400,000 as profits taxes for 1917-1920; 
the Osaka Shosen Kaisha, $1,500,000 for 1917-1920; and the Toyo 
Kisen Kaisha, $990,000 for 1917-1919. In 1929, on the basis of the 
report, the United States Government reimbursed the Nippon Yusen 
Kaisha the amount of about $595,000 (amount of principal $359,000, 
amount of interest $236,000) for the profit tax for 1917. The Osaka 
Shosen Kaisha was imposed an additional profit tax for 1917 amount- 
ing to nearly $36,400, which was paid with interest amounting to 
about $6,700. The Toyo Kisen Kaisha paid $250,000 plus $180,000 as 

interest for 1917. As shown above, the matter is settled for 1917. It 
is understood that all of those three companies are to get reimburse- 
ments of large amounts for the remaining years, but the matter is 
still unsettled due to a delay in consideration by the United States 
Government. It seems to us that the additional taxation, wholly un- 
expected by those companies, was mainly caused by the attitude taken 
by the Department of the Treasury toward the following points, which 
differs from that taken by us. They are the subsidy given to those 
shipping companies by the Japanese Government, and the charter 
rate and the amortization allowance of those ships which those com- 
panies were ordered by the Japanese Government in compliance with 
the earnest request of the American Government to tender to the 
United States Shipping Board for the purpose of facilitating the 
united operation of the allied and associated countries. 

38. On February 12, 1918, the American Embassy in Tokyo sent 
to the Japanese Government a memorandum * in which the Embassy 
asked our Government to place Japanese ships with an aggregate ton- 
nage of about 600,000 at the disposal of the American Government 
in order to facilitate the united operation of the allied and associated 
countries. Although Japan, like all of the other allied countries, was 
then having great trouble with the scarcity of ships which had forced 
her to take governmental control of the ships, the Japanese Govern- 
ment decided to place ships aggregating 150,000 tons at the disposal 
of the American Government for six months for the sole reason of 
promoting the strategic cooperation of the allied and associated coun- 
tries and on February 28 sent a note to that effect to the American 

% See telegraphic instructions of February 9, 1918, 7 p. m., to the Ambassador 
in Japan, Foreign Relations, 1918, supp. 1, vol. 1, p. 628.
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Embassy.** The American Government expressed its gratitude for 
this action on the part of our Government.® 
According to this diplomatic understanding, the Japanese Govern- 

ment ordered those three shipping companies to tender some ships to 
the American Government and, furthermore, to reach an agreement 
with that Government on all matters pertaining to the operation of 
those ships. 

Asa result, a contract was concluded in Tokyo on this matter between 
the United States Shipping Board and those companies. It is our 
hope that the American Government understands that this contract 
is quite different from an ordinary charter contract made for usual 
business transactions. 

Whereas the rate then prevailing in Tokyo of ships fitted for an 
ocean voyage, such as those tendered to the United States Shipping 
Board, was ¥40 per ton a month, the rate paid by the American 
Government was only about ¥18 causing a total loss of nearly 
¥1,980,000 to those companies. Furthermore, those companies were 
obliged to assume a great burden in maintaining the crews of those 

ships with the payment of the allowance (of ¥2,754,000 for the total 
sum of the allowance, the United States Shipping Board paid the 
amount of $583,000, that is, ¥1,246,000 at the exchange rate at that time, 

and the owners of those ships paid the rest amounting to ¥1,508,000). 
The Japanese Government, desiring to relieve the owners of such a 

’ tremendous sacrifice, paid an amount of $10,000,000 for them. If this 
charter contract were of an ordinary character such as those made for 
ordinary business transactions by the free will, it would be quite 
natural that the owners and the Government should bear these sacri- 
fices and sufferings. And even if this contract might be more or less 
of an ordinary character, the fact that both the ships and their crews 
were placed under the complete command and control of the United 

States Shipping Board, and that the sphere of voyage and the object 

of transportation for those ships were entirely up to the American 
Government, renders it quite reasonable to regard this contract as a 
lease contract. And, therefore, the profits ensuing from this contract 
should be looked upon as the rents, which cannot be the object of the 

taxation. 
4, Furthermore, the Department of the Treasury seems to have 

imposed additional taxes on the subsidies given by the Japanese Gov- 
ernment to those three companies, evidently interpreting these subsi- 

dies as business profits of the transportation. However, such subsidies 

which are given with an eye to maintaining shipping services, are 

“ See telegram of February 28, 1918, midnight, from the Ambassador in Japan, 

Oe gee ve legraphic instruction of March 2, 1918, 7 p. m., to the Ambassador 

in Japan, tbid., p. 637.
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always accompanied by various obligations on the part of the shipping 

companies and so should not be looked upon as the business profits of 

an ordinary character. Besides, they are not “income or profit re- 

ceived from sources within the United States” as provided in the Tax 

Law of the United States. For these reasons they cannot be objects 

of taxation by the American Government. It is still more unreason- 

able to consider the whole amount of the subsidies as taxable income, 

while they involve services in other parts of the world. 

5. With regard to amortization, the Department of the Treasury 

made a decision not to make any allowance for amortization for those 

ships the building of which was completed after the armistice day of 

the World War (November 11, 1918), in other words, not to allow the 

amount of redemption to be deducted, as an expense, from the amount 

of income. The extraordinarily high price of a ship then prevailing 

had necessitated amortization for the cost of a ship. The shipping 

companies in Japan were obliged to build or to obtain high priced 

ships to make up for the loss of those ships which had been tendered 

to the Government of the United States. It is easily understood, from 

the viewpoint of business management, that the amortization of such 

high-priced ships cannot be made out of profits which would be pro- 

duced in the future. Furthermore, the decision of the American Gov- 

ernment that no allowance should be made for the amortization for 

the ships which had already been under construction or for which 

building contracts had been awarded on Armistice Day is extremely | 

severe in the light of the fact that it was very hard to predict the time 

of the Armistice. It is still more severe and discriminatory against 

the Japanese companies that amortization is allowed for those estab- 

lishments within the United States and for those American ships 

which are under the same conditions as are those Japanese ships. 

6. In short, the point that the Japanese Government want to insist 

upon most emphatically is, under what circumstances and with what 

object we lent those ships to the United States Government. Since 

this action of our Government despite great sacrifice and hardship was 

taken entirely in accordance with the diplomatic agreement between 

the Governments of the United States and Japan, both a member of 

the Allies, and quite in justice to the Emergency of the World War, 

and since the purpose of this action was solely to facilitate the united 

operations of the allied countries, the Japanese Government earnestly 

wish the United States Government to take up the matter again and 

give it friendly consideration so that the whole of the charter rates of 

those ships and the subsidies granted by the Government may be 

exempted from income taxation and, so that the amortization for the 

ships which were under construction or for which building contracts 

were made on the day of the Armistice may be admitted.
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In view of the intricate nature of this problem and of the possible 
Jong duration necessary for the negotiation between the two countries 
geographically so widely separated, it would be very much appreciated 
if the United States Government would agree to extend, until this 
matter 1s settled, the time limit of ninety days set by the Department 
of the Treasury for the payment of the additional taxes. And lastly, 
it is the earnest hope of our Government that the United States Gov- 
ernment will kindly refrain from repeating such an action as was 
taken against the Soyo Maru of the Toyo Kisen Kaisha. 

811.512394 Shipping/42 , 

The Ambassador in Japan (Grew) to the Chief of the Division of Far 
Kastern Affairs (Hornbeck) 

Toxyo, August 24, 1934. 
[Received September 14.] 

Dear Mr. Horneecx: I am sending you herewith a copy of a letter 
of August 15, 1934,%* from Mr. Kurusu, Chief of the Commercial Bu- 
reau of the Foreign Office, to which is appended two memoranda * 
concerning a long-standing dispute over income taxes assessed on 
Japanese shipping companies by the United States Treasury author- 
ities. I understand that the Japanese Chargé d’Affaires had been in- 
structed to present a similar memorandum to the Department. Mr. 
Kurusu called on me personally and begged me to ask that the case be 
sympathetically examined by the Department of State from the point 
of view of equity and a fair and reasonable deal. Although he did not 
actually say so, I gather that he fears a purely technical decision from 
the Treasury Department without considering the element of inter- 
national comity involved through the placing of these Japanese ships | 
at the disposal of the United States in the common cause of the Allied 
and Associated Powers during the war. 

It is impossible for me, in the absence of further evidence, to pass 
on the justice of the Japanese contention as set forth in these memo- 
randa. However, if the facts are in accordance therewith, I think that 
the Department might well give sympathetic consideration to the Jap- 
anese viewpoint, and in view of the circumstances set forth therein, 
might feel that it could properly approach the Treasury Department 
with a view toward re-examination of the assessments made against 
the Japanese shipping companies. 

The Japanese feel that they are not receiving fair treatment in this 
case, and that our authorities have taken high-handed measures against 
them. I would urge that the case at least be given full and sympa- 

*° Not printed.
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thetic reconsideration, having in mind not only the purely technical 
factors but also its possible bearing on our general relations with 
Japan. Please be assured that I am not holding a brief for the Jap- 
anese contention and that I merely wish to ensure an eminently fair 
and equitable decision. 

Please note especially the request of the Japanese Government for 
a prolongation of the period of 90 days grace before payment of the 
additional amounts of taxes assessed, in view of the geographical dis- 
tance separating Japan and the United States, and also that no sudden 
seizure of Japanese ships be carried out prior to settlement as is stated 
to have been done in the seizure of the Soyo Maru at Los Angeles on 
April 22, 1934. 

| Yours sincerely, JosEPH C. GREW 

811.512394 Shipping/40 

The Secretary of the Treasury (Morgenthau) to the Secretary 
of State * 

WasHineTon, August 28, 1934. 

Sir: I have the honor to acknowledge your communication dated 
August 28, 1934,** regarding certain income taxes which have been the 
subject of communications between this Department and the three 
Japanese Steamship companies, Nippon Yusen Kaisha, the Osaka 
Shosen Kaisha, and the Toyo Kisen Kaisha, with which you trans- 
mitted a copy of a memorandum dated July [August] 20, 1934, ad- 
dressed to the Acting Secretary of State and signed by the Chargé 
d’A ffaires, Japanese Embassy. 

In the memorandum signed by the Chargé d’A ffaires of the Japanese 
Embassy in which the matters in controversy were described, it is 
suggested for immediate specific attention that the Government of the 
United States refrain from repeating its action taken with respect 
to detaining in a port of the United States the steamships of these 
companies as was done in the case of 8. S.'Saro [Soyo?] Maru and that 
it permit an extension of time past the ninety-day period for the pay- 
ment of the taxes. 

There is, of course, no intention of taking action with respect to 
either of the companies now under consideration such as was taken 
against the 8. S. Saro Maru unless circumstances which in the judg- 
ment of this Department would justify such action were to develop. 
You, of course, appreciate that the action appeared necessary to the 
Bureau officials because of the clear intimation by a representative of 

* Copy transmitted to the Japanese Chargé by the Acting Secretary of State 
in his covering note dated August 31. 

* Not printed.
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Toyo Kisen Kaisha that the company had no assets within the reach 
of the revenue authorities of this country and that there would be 
no cooperation in respect of collection of the taxes ultimately deter- 
mined to be due by the Board or the courts. In short, the United 
States Government was forced to take the action in question because 
a jeopardy situation was definitely presented in that case. As stated 
above, it is not anticipated that such a necessity will arise in the cases 
of the Nippon Yusen Kaisha and the Osaka Shosen Kaisha. 

It is evident that the second immediate interest of the Chargé 
d’Affaires of the Japanese Government has reference to the ninety- 
day period within which a petition to the United States Board of 
Tax Appeals must be filed, when he suggests that collection be not 
enforced immediately upon the expiration of the ninety days. The 
ninety-day period within which a taxpayer may file a timely petition 
with the United States Board of Tax Appeals, for the redetermination 
of its tax liability, is a jurisdictional provision of the appropriate 
Congressional enactment and is not a mere rule of convenience of 
the Treasury Department capable of extension by this department. 
There is no intention or disposition, upon the record as it now exists, 
to attempt immediate collection if a timely petition is filed with the 
Board of Tax Appeals; but if such timely petition be not filed the 
statutes of the Congress in such cases require that the imputed tax be 
collected and the taxpayer left to his remedy by way of filing claim 
for refund. : 

According to the records of this office, a petition has been filed in 
the case of Toyo Kisen Kaisha. The taxpayers’ representatives are 
well advised as to the requirements of the law in this respect and no 
doubt an appropriate petition will also be filed prior to September 10, : 
1934 (the date of the expiration of the ninety-day period within which 
a petition should be filed) with respect to the other companies. 

I think it is entirely appropriate that your Department advise the 
representatives of the Japanese companies that there is every disposi- 
tion on the part of the Treasury Department to discuss and to settle 
amicably the tax dispute under consideration. 

Respectfully, H. Morcenruav JR. 

811.512394 Shipping/42 

The Chief of the Division of Far Eastern Affairs (Hornbeck) to the 
Ambassador in Japan (Grew) 

Wasutineoton, September 17, 1984. 

Dear Mr. Grew: I have your letter of August 24, 1934, with en- 
closures, in regard to income taxes assessed on Japanese shipping 
companies by the United States Treasury authorities.
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For a number of weeks this question has had our thoughtful 
attention. We have received a number of communications from the 

Japanese Embassy here on this subject and have transmitted the 
communications to the Treasury Department for consideration. In 
addition, prior to the receipt of your letter, Mr. Phillips ® talked to 
the Secretary of the Treasury and subsequent to the receipt of your 
letter called on the Under Secretary of the Treasury, in both con- 
versations stressing the point that this Department does not wish 
to influence in any way the decisions arrived at by the competent 
authorities of this Government in regard to the technical aspects of 
the case but that we do wish to emphasize that there are involved in 
the matter also important questions of major policy. 

We expect to continue to follow developments with care. 
Yours sincerely, S. K. Hornpeck 

811.512394 Shipping/46 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Hamilton) of a Conversation With the Special Assistant 
to the Assistant General Counsel, Bureau of Internal Revenue 
(Kent) 

[Wasuineron,] November 3, 1934. 

Mr. Kent telephoned and informed Mr. Hamilton that the Japa- 
nese steamship companies had consented to the request of the Treas- 
ury Department that the Treasury Department be given a sixty-day 
extension of the usual period for the filing by the Treasury Depart- 
ment of an answer to the petition of the steamship companies against 
payment by them of the taxes affirmed by the Treasury Department. 

Mr. Kent said that they were making a very careful study of all 
the factors involved in the case and that their study to date indicated 
that there was a possibility that the Treasury Department might be 
able to make very substantial concessions to the Japanese steamship 
companies and might be able to arrive at a mutually satisfactory 
adjustment of the case. 

Mr. Hamilton thanked Mr. Kent for communicating this informa- 
tion to the Department and expressed gratification at the assurances 
given by Mr. Kent that the Treasury Department was giving this 
matter its most careful and considerate attention. 

*® William Phillips, Under Secretary of State.
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PROPOSED RECIPROCAL ARRANGEMENT FOR FREE IMPORTATION OF 

ARTICLES FOR PERSONAL USE OF CONSULAR OFFICERS; SUGGES- 

TIONS FOR A CONSULAR CONVENTION BETWEEN THE UNITED 

STATES AND JAPAN 

694.11241/29 

The Secretary of State to the Ambassador in Japan (Grew) 

No. 582 Wasuineron, June 4, 1934. 

Sir: There is enclosed a copy of despatch No. 790, dated March 29, 
1934, from the American Consul General at Tokyo * concerning the 
effecting of a reciprocal agreement for the extension of the privilege 
of importing articles for their personal use free of duty to American 
and Japanese consular officers in the country of the other. 

You will please ascertain whether (as stated by the Consul General 
in the despatch of March 29) there exists a reciprocal arrangement 
between the Japanese Government and any other Government under 
the provisions of which the consular officers of each in the country 
of the other enjoy the privilege of importing articles for their per- 
sonal use free of duty. If the answer should be in the affirmative, 
you are instructed to propose to the competent Japanese authorities 
the conclusion of a similar reciprocal arrangement between the United 
States and Japan. Under the proposed arrangement, in addition to 
the free entry of baggage and effects upon arrival and return to their 
posts in this country after visits abroad which Japanese consular 
officers assigned to the United States already enjoy, such officers who 
are Japanese nationals and not engaged in any private occupation 
for gain, and their families, would be accorded, on a basis of reci- 
procity, the privilege of importing free of duty articles for their per- 
sonal use at any time during their official residence, with the under- 
standing that no article the importation of which is prohibited by 
the laws of the United States would be imported by them. 

Very truly yours, For the Secretary of State: 

Witsur J. Carr 

694.11241/31 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

No. 624 Wasuineron, October 17, 1934. 
Sir: The receipt is acknowledged of the Embassy’s despatch No. 

982 dated September 20, 1934,“ referring to the Department’s instruc- 
tion of June 4, 1934, concerning the effecting of a reciprocal agree- 
ment for the extension of the privilege of importing articles for their 
personal use free of duty to American and Japanese consular officers 

“ Not printed.
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in the country of the other. The Embassy inquires whether, in view 
of the fact that there exists no reciprocal arrangement of this nature 
between the Japanese Government and the Government of any other 
country, the Department wishes the Embassy to take the initiative 
in ascertaining whether such an arrangement with the United States 
would be agreeable. 

You are instructed to propose to the competent Japanese authori- 
ties the conclusion of a reciprocal arrangement between the United 
States and Japan which will contain the provisions set forth in the 
last paragraph of the Department’s instruction No. 532 of June 4, 
1934, 

Very truly yours, For the Secretary of State: 

Wiitu1aAM PHILiies 

711.9421/438 

Memorandum by the Assistant Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[| Wasnineton,] November 2, 1934. 

During the course of a call the Japanese Ambassador referred to 
a conversation he had had with Mr. Hornbeck shortly before the 
Ambassador’s departure for Japan, in which Mr. Hornbeck had sug- 
gested that the Ambassador might care, while he was in Japan, to 
look informally into the question whether the Japanese Government 
would be favorably disposed toward the idea of a consular convention 
being concluded between the United States and Japan. The Ambassa- 
dor said that, after discussing the matter with the appropriate Japa- 
nese authorities, he was in position to tell us that the Japanese Govern- 

| ment would be prepared to enter into discussions looking toward the 
conclusion of such a consular convention. The Ambassador said that 

the Japanese Government thought that the consular convention be- 
tween the United States and Germany ** might serve as a model or 
guide in formulating a consular convention between the United States 
and Japan. ‘The Ambassador said further that when in San Francisco 
he had talked with Japanese consular officers on the Pacific Coast in 
regard to the matter; that they were favorable to the idea of such a 
convention being concluded ; and that the Ambassador expected shortly 
to receive from them the draft of a convention which might be used 
by the Embassy here in instituting informal discussions in regard 
to the matter. 

* See memorandum by the Chief of the Division of Far Eastern Affairs, June 26, 
1934, p. 664. 

“Treaty of friendship, commerce and consular rights, signed at Washington, 
December 8, 1923, Foreign Relations, 1928, vol. 11, p. 29.
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During the conversation no definite statement was made in regard 
to whether the negotiation of such a convention should be conducted 
in Washington or in Tokyo, although Mr. Hamilton remarked on one 
occasion that he assumed that the actual negotiations would take place 
in Tokyo. | 

711.9421/46 

Memorandum by the Third Secretary of Embassy in Japan 
(Hughes) * 

[Toxyo,| November 15, 1934. 

Seven officers of the Embassy and Consulate General dined last 
evening with seven officers of the Foreign Office—two secretaries and 
an attaché of the American Affairs Bureau, two secretaries and an 
attaché of the Treaties Bureau, and one secretary of the Eastern 
Asiatic Bureau. Mr. Koto Matsudaira, secretary of the 2nd Section, 
Bureau of Treaties talked to me a long time on the subject of a new 

Consular treaty between the United States and Japan. Investigation 
of that subject and compilation of data, he said, had been assigned to 
him, and he wanted to know with which country we had the most 
modern treaty at present. 

I told him that I thought our treaty with Sweden “ was considered 
very satisfactory, and also the one we made with Germany. He said 
he had been studying American laws concerning rights and privileges 
of American Consular Officers, and had a copy of our treaty with 
Germany. He said he was planning to recommend a treaty similar 
to the American-German one, which he believed would greatly improve 
not only the official position but also the personal comfort of consular 
officers of both countries. | 

Mr. Matsudaira stated that the Foreign Office was eager to promote 
a consular treaty, and believed that one would be negotiated soon. 
He mentioned, however, Japan’s fears that other “most favored na- 
tions” would claim for their own officers the privileges granted by the 
treaty to American consular officers, even though those countries 
might not reciprocate with regard to Japanese consular officers. He 

cited Great Britain’s traditional unwillingness to conclude treaties | 
granting other than long-standing privileges to foreign consular of- 
ficers. I asked him about the possibility of convincing other nations 
that rights and privileges should be conceded on a basis of reci- 
procity—a policy which I believed the United States has always fol- 
lowed. He replied that that is what the Foreign Office will try to do. 

“Copy transmitted to the Department by the Ambassador in Japan in his 
despatch No. 1059, November 16; received December 1. 

** Signed at Washington, June 1, 1910, Foreign Relations, 1911, p. 723; cf. cor- 
respondence concerning proposed new treaty, ibid., 1927, vol. 111, pp. 740 ff.
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He asked whether the State Department would have sullicient au- 
thority to force the individual states to eliminate taxing Japanese 
consular officers, in case the treaty concluded provides that neither 
nation shall tax the consular officers of the other. J replied that I did 

not believe so, but that the states themselves were usually rather liberal 
about taxing foreign consuls. The only tax I could think of that 
they are obliged to pay is the annual automobile license tax, which 
never amounts to very much. I added that I thought the State De- 
partment would in all cases be able to persuade any state not to assess 
personal property taxes, income taxes or those other than real property 
taxes, in the case of a career consular officer. 

Mr. Matsudaira said that he would like to come to the Embassy 
occasionally to consult with one of the officers regarding the proposed 
treaty. Iinvited him to come at any time, and said that Mr. Crocker * 
would probably be the officer to see. He stated that the Treaties Bu- 
reau would welcome any suggestions that the Embassy or Consulate 
General might have relative to special provisions in the projected 
treaty. He did not say whether Japan is expected to initiate nego- 
tiations for the new consular treaty or whether it is merely preparing 
in advance for an American proposition. 

Incidentally, the Vice Consul, Mr. Allison, has informed me that 
he has conferred with Mr. Matsudaira on the subject of an American- 

Japanese consular treaty, and at the latter’s request has furnished the 
Treaties Bureau with a copy of the American consular treaty with 
Finland.* Mr. Allison stated that Mr. Matsudaira told him the com- 
mittee preparing the ground-work to be used in future negotiations 
had taken the German-American Consular Treaty of 1923 as a model. 

Morris N. Hucuss 

Note: I made it clear to Mr. Matsudaira during our conversation 
that the Embassy was in no position to indicate what the attitude of 
the American Government would be toward a Consular convention. 

711.9421/47 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 1103 Toxyo, December 28, 1934. 
[Received January 16, 1935.] 

Sir: I have the honor to refer to my despatch No. 1059, November 
16, 1934, which transmitted a copy of a memorandum of a conversa- 

7 Wdward S. Crocker, Second Secretary of Embassy in Japan. 
8 Signed February 13, 1934; see vol. 1, pp. 134 ff. | 
* See footnote 45, p. 841. .
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tion between a member of my staff and Mr, Matsudaira, a Secretary 
in the Bureau of Treaties of the Japanese Foreign Office, on the sub- 
ject of a new Consular Treaty between the United States and Japan 
and to enclose herewith copies of two memoranda ™ of conversation on 
the same subject. Through the first conversation which took place 
between Mr. Crocker of the Embassy and Mr. Yamada of the Treaty 
Bureau on December 1 the Embassy carried out the Department’s 
instruction No. 624 of October 17, 1934, and proposed the conclusion 
of a reciprocal arrangement between the United States and Japan 
containing the provisions set forth in the Department’s instruction No. 
532 of June 4, 1934. From the second conversation, which took place 
between my private secretary and Mr. Matsudaira, it will be noted 
that despite the Embassy’s initiative in proposing a reciprocal agree- 
ment, the Foreign Office apparently has the intention of shifting the 
negotiations to Washington and hopes to submit a draft of a compre- 
hensive consular treaty through the Japanese Embassy shortly after 
the New Year. 

In reference to Mr. Matsudaira’s statement that the phrase “in 
process of probate” which appears in the Consular Treaty between 
the United States and Germany was not clear to him in its context 
and appeared contradictory, I may state that approximately one 
month ago Consul General Garrels and Vice-Consul Allison explained 
the use of this term to another official of the Treaty Bureau who called 
at the Consulate General in regard to it. 

Respectfully yours, JosePH C, Grew 

Neither printed. 
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PROPOSED REVISION OF THE TREATY OF FRIENDSHIP AND COM- 
MERCE BETWEEN THE UNITED STATES AND SIAM, SIGNED DE- 
CEMBER 16, 1920* 

711.922/48 

| The Siamese Legation to the Department of State 

This Legation has received instructions to inquire :— 
(1) Whether the United States Government will consent to re- 

place the present article 3 of the treaty ? by the counter-draft of the 
new article 3% which Dr. Stanley K. Hornbeck* handed to Mr. 
Stevens,® and to leave all the other articles to be revised at the time 
of the general revision of our treaties with various countries in 1936 
because the other articles are also found in other treaties whereas the 
present article 3 containing the general prohibition for the establish- 
ment of monopolies is found in the American treaty alone; 

(2) What form the supplementary agreement shall take?; and 
(8) What form of authority is required for signing the agreement ? 
With regard to question (2), this Legation understands that the 

modification desired could be made in the form of exchange of notes, 
and as to question (3), is the proposed agreement to be signed in 
Washington or in Bangkok, and is it presumed that the Plenipotenti- 
aries have to be provided with full powers for signing the agreement? 

WASHINGTON, 22 May, 1934. 

711.922/48 : Telegram 

The Secretary of State to the Minister in Siam (Baker) 

WasHINGTON, June 16, 1934—1 p. m. 

6. Department’s 17, November 18, 1933, 1 p. m.° and your 28, Novem- 
ber 24,3 p.m.’ In a written communication under date May 22 the 
Siamese Legation again brought up the question of treaty revision, 

* Continued from Foreign Relations, 1933, vol. m1, pp. 767-771. 
* Treaty signed at Washington, December 16, 1920, ibid., 1921, vol. m1, p. 867. 
* Not printed. 
* Chief of the Division of Far Eastern Affairs. 
*Raymond B. Stevens, American adviser on foreign relations to the Siamese 

Government. 
° Foreign Relations, 1983, vol. 111, p. 770. 
* Tbid., p. 771. 
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inquiring whether the American Government would consent to pro- 
ceed with revision of Article 3 and postpone consideration of the ques- 

tion of revision of the other Articles. Both the Siamese Minister 

and the Department are doing all they can to expedite decision in 

regard to this matter. 
The above is for your information and in your discretion informal 

communication to the Foreign Office. 
Hun 

711.922/48 | 

The Department of State to the Siamese Legation 

MrmoraNDUM 

Reference is made to the note of the Siamese Legation, dated May 
99, 1934. 

1. The previous proposal of the Government of Siam contemplated 
the revision of three articles of the existing treaty between the United 
States and Siam, signed at Washington, December 16, 1920. The 
counterdraft of the new Article III which Mr. Hornbeck handed to 
Mr. Stevens was prepared on the assumption that there would be a 
revision, simultaneously with that of Article III, of Articles VII and 
XIII. Nevertheless, noting that the Siamese Government now wishes 
to proceed with the revision of Article III and to postpone considera- 
tion of the question of revising the other two Articles, the American 
Government would be willing to replace the present Article III of the 
treaty with a new Article III reading as follows: 

“The citizens or subjects of each of the High Contracting Parties 
shall have liberty freely to come with their ships and cargoes to all 
places, ports and rivers in the territories or possessions of the other 
which are or may be opened to foreign commerce and navigation, sub- 
ject always to the laws of the country to which they thus come. 

“Kach of the High Contracting Parties binds itself unconditionally 
to impose no other restrictions or prohibitions on the importation of 
any article originating in, or on the exportation of any article destined 
to, the territory of the other party than are imposed on any like 
article originating in or destined to the territory of any other foreign 
country ; with the exception, however, that nothing in this treaty shall 
be construed to restrict the right of either Contracting Party to im- 
pose, on such terms as it may see fit, subject to the principle of non- 
discriminatory treatment: 

“(1) Prohibitions, restrictions or regulations for the enforce- 
ment of police or revenue laws, including laws prohibiting or 
restricting the importation, exportation, or sale of aleohol or 
alcoholic beverages or of opium, the coca leaf, their derivatives, 
and other narcotic drugs, as well as other laws imposed upon
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articles the internal production, consumption, sale or transport 
of which is or may be forbidden or restricted by the national 
law; 

“ (2) Prohibitions or restrictions necessary for the protection 
of national or public security or health, or for the protection of 
animal or plant life against disease, harmful pests or extinction; 

“(3) Prohibitions or restriction upon articles which, as regards 
production or trade, are or may hereafter be subject within the 
country to a monopoly exercised by or under the control of the 
State. 

“The provisions of this treaty shall not apply, however, to the con- 
trol of the export or the sale for export of arms, munitions or imple- 
ments of war, and in exceptional circumstances, of other material 
needed in war; or to the commerce of the United States of America 
or its dependencies with the Republic of Cuba, the commerce of the 
United States of America with the Panama Canal Zone or with any of 
the dependencies of the United States of America, or the commerce 
of the dependencies of the United States of America with one another.” 

The text of the new Article III, as given above, differs from the 
text of the counter-draft of the new Article ITI which Mr. Hornbeck 
handed to Mr. Stevens in respects as follows: 

(a) In the second paragraph there has been substituted for the 
words “no other restrictions or prohibitions on the importation or ex- 
portation of any article of commerce between their respective terri- 
tories than are imposed on importations from or exportations to any 
other foreign country” the words “no other restrictions or prohibitions 
on the importation of any article originating in, or on the exportation 
of any article destined to, the territory of the other party than are im- 
posed on any like article originating in or destined to the territory of 
any other foreign country” ; 

(6) The sub-paragraph number (2) has been transferred from the 
sub-paragraphs and has been placed, with some modification in re- 
gard to phraseology and with the addition of a general provision in 
regard to the commerce of the United States and its dependencies, as 
the last paragraph of the Article; 

(¢) The sub-paragraphs numbered (3) and (4) have been renum- 
bered (2) and (3), respectively. 

2. It would seem necessary that the agreement revising any part 
of the present treaty be in the form of a supplementary treaty and 
not in the form of an exchange of notes. 

3. The treaty under reference having been concluded at Washing- 
ton, it is believed that it would be appropriate that the proposed sup- 
plementary treaty be concluded at Washington. In the circumstances 
contemplated, it would be necessary that the plenipotentiaries be pro- 
vided with full powers to sign the agreement. 

WASHINGTON, June 21, 1934.



SIAM 847 

711.922/52 : Telegram 

The Minister in Siam (Baker) to the Secretary of State 

: Banexox, August 20, 1934—11 p. m. [a. m.?] 
[Received August 20—3: 33 a. m.] 

12. Referring to my telegram No. 11, August 18, noon.? Conditions 
_ here are such that I suggest the Department suspend treaty negotia- 

tions pending developments. Air letter follows. 

BAKER 

711.922/538 

The Minister in Siam (Baker) to the Secretary of State 

No. 119 Banexox, August 23, 1934. 

[Received September 8.] 

Sie: I have the honor to refer to my telegram No. 12, of August 20, 
1934, 11 a.m. As the various State Councillors have been unable to 
function because of disagreements among themselves, I am led to 
the conclusion that any changes in the treaty to which the Depart- 
ment is willing to assent, especially with reference to Article 3, should 
be held in abeyance until the next session of the Assembly, which meets 
December 10, 1934, and adjourns March 31, 1935, is completed. At 
that time the Department will be in a position to know more definitely 
the policies of the Siamese Government. However, if the Department 
desires to proceed without regard to the future economic policies of 
the Siamese Government, there is no need for further suspension of 
the treaty negotiations. 

When the King left here on January 12th he had succeeded in har- 
monizing to some extent the contending political elements within the 
State Council. This situation continued until the Assembly adjourned 
March 31st. The State Council is sharply divided into the following 
groups: 

_ 1, The dominant group, led by the Premier, Phya Bahol, and hav- 
ing military support, which stands for the state operation of indus- 
tries under monopolies; it is supposed to be controlled by the King. 

2. The legalistic group (composed of lawyers), who have not been 
able to agree upon a judicial system and promulgate codes of civil 
and criminal procedure and a plan for the organization of the courts 
of justice, which are not provided for by the constitution. 

3. The group led by Luang Pradit, whose economic plans seek na- 
tionalization of wealth, land, labor, etc. 

*Not printed.
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4, A small group who desire restoration of the rights and privileges 
of the nobility, 

The foregoing dissension, together with removal of many former offi- 
clals and employees of the Government, high taxes, increases in mil- 
itary expenditures, the discussion of high inheritance and income 
taxes, along with the sentences pronounced by the Special Court on 
offenders in the October insurrection, has brought about so much un- 
rest that criticism of the Government has grown severe, and it has 
led to the imprisonment of many persons antagonistic to the present 
Government. 

The absence of the King ® has added to the uncertainty of the future 
policies of the Government. So much so, that the question of his 
return here, permanently, is a subject of serious consideration, as he 
has set no definite date for his return. 

In view of this general situation, my own judgment is that the 
stability of the present Government will be maintained so long as it 
has the loyal support of the Army. 

Respectfully yours, JAMES M. Baker 

*The King’s absence in Europe led to his abdication in March 1935.



INDEX





INDEX 

Amau statement. See Sino-Japanese | China—Continued. 
dispute: Unofficial statement. Arms and munitions—Continued. 

Arizona, anti-alien disturbances. See Restrictions on transportation of 
Japan: Protection of Japanese lives _ shipments—Continued. 
and property. Application of Chinese regula- 

Arms and munitions. See under China tions, ete.— Continued. 
and under Sino-Japanese dispute. U. S. position: Instructions 

Assault by Japanese workmen on British and information concern- 
and American riding party at ing, 490, 492-4938, 494— 
Mukden, U. S. and British action 495, 499-501; U. S. re- 
concerning, 249-250, 268-269, 282- vised export regulations, 
283, 283-284, 285; attempted as- statement of May 18 con- 
sault by Japanese youth on Ameri- cerning, 497-499 ; statis- 
can vee sensul at Mukden, 675— tics concerning U. 8. ship- 

’ ments of arms to China 
Aviation. See under Sino-Japanese dis- Hong Kong, and Macao, 

pute. 516-518 

Belgium: Attitude concerning proposed ae ao niorioe Conca, 49: 
state visit to Tokyo by Pu-yi, 200; 496-497. 501. 507 511— 
views concerning application of 512 

Chinese regulations governing ex- Attitude of Canton regime toward 
port licenses for shipments of arms | Central Government, 511- 
and munitions into China, 507 512. 513 

Blanco, A. E., suggestion for employ- H K thoriti lj 
ment by Chinese Government as an ong hits ont thy ch 16y 
adie on opium suppression, Kong to China, 204-506 

; P 3 

Boycott, anti-Japanese, in China, 41, 513, 513-516 , 
50, 141 Importation a supplies, duty: 

ree, for the foreign arme 

Catholic Church, appointment of Bishop forces in China: Proposed 
Gaspais as temporary representa- e808 eae Big 80. a, 

Cone nit Manchuria, 174-175 position, 50%, 503-504, 512, e 80 s ip restrictions. See under 518-519 519-521: views of 
ina. » 9. ) 

China (see also Sino-Japanese dispute), cottne, BOR BOL, B12 518 
49-630 } oe ’ 7 

Arms and munitions (including mili- 519, 520° . . 
tary aircraft), export to China U. §.-British discussions and atti- 

(see also Importation of certain tudes, 506-511, 521-522 
industrial chemicals, infra), 490— Canton authorities : attitude coward 

regulations o ational Govern- 
Competition for market among ment on importation of arms and 

United States and other foreign munitions, 511-512, 513; rela- 
countries, U. S. attitude, 490, tions with National Government, 
492, 494, 500, 506, 510-511, 513 266; restrictions on the sale of 

Restrictions on transportation of we fuel py foreign companies, 
shipments: . 8. and British representations 

Application of Chinese regula- against, 564-566 
tions governing export li-| Censorship restrictions upon Ameri- 
censes for shipments of can motion pictures in China: 
arms and munitions of war Amateur motion picture films, 
into China, question of: U. S. request for removal of 

Chinese request for compliance censorship on, 624-625; Metro- 
with, 490, 490-491, 493, Goldwyn-Mayer Studios’ nego- 
BOR 50e 494-495, 496, tiations with Chinese authorities 

- for permission to take motion 
Indo-China, attitude concern- pictures in China for the filming 

ing transit of non-French of ‘“‘The Good Earth’’, 620-622; 
items, report concerning, transfer of control of motion 
506 picture matters from the Chinese 

851



852 INDEX 

China—Continued. China—Continued. 

covermment to the Kuomintang, Commercial treaty (oF 1903 with 

— nited States—Continued. 

China Development Finance Corp. 535; negotiations, 523-524, 

See under Economic reconstruc- 525-530; U. §8.-British con- 

tion, and under U. 8. silver-pur- Sa ee 524, 524-525, 530- 

chasing program, infra. ) 
Claims: Citations, 471, 588 

American claims outstanding| Consortium of 1920 (see also Economic 

against China (see also Hu- reconstruction: China Consor- 

kuang Railway loan, infra): tium, infra), 459, 561-562 

Presentation of claims for losses} Customs (see also Liquid fuel, infra), 

arising from banditry, U.S. denial to American firms of right 
instructions concerning, 543- to formal hearing under Chinese 
ue anestiOn an ie Customs rules of 1868, 578-591 

: ne. y U. 8S. correspondence with Inspector 

Bad hands of native agents, General of Customs concerning 

, alleged arbitrary action of Cus- 

Skinsnes, Casper C., settlement toms in three cases involving 

by Chinese Government of American firms, 573-581 
claim for losses sustained in . . 

efforts to procure the release U. 8. representations protesting 
of Rev. Bert Nelson, cap- Chinese Government's position 

tured by Communists in as to effect of Sino-American 

1980, 464-466, 469-470 Treaty of 1928 on status of 

U. S. proposal for claims com- rules, 573; 581583, po ONhs 

mission or other construc- . nese TEPlys os 
tive action by Chinese Economic reconstruction, proposed 

Government toward settle- international collaboration for, 

ment of: 371-423 

Chinese alternative sugges- China. Consortium. of 1920: Status 
tions and U. §S. rejection of American Group, U. 8. atti- 

of, 542-543, 544-545, 547— tugs and consultation. we 

551, 558-560 . P. Morgan 0., Odd, 

Resolution of Apr. 17 by Ex- 412-413, 415-417, 420-421; 

ecutive Yuan and request violations, Japanese claims of, 

for list of American claims: 197-198, 384, 385, 386, 403, 

Information concerning, 404-405, 406 
551; text of resolution, China Development Finance Corp., 

3o8 mr S attitude, 552, organization by Chinese bank 

53-554, 554-556 ers with assistance o ean 

Hukuang Railway loan of 1911: Monnet: 
Interpretation of, attitude of Establishment and developments 

Department of State, 416, concerning, 37738) age 

- 386, 387-388, 403-408, 413-— 

Request of American Group of A15, 417-418, 421-423; ques- 

hina Consortium for tion of participation o 

stronger representations con- American funds, 417-418 

cerning servicing of, 561-562 Japanese objections, 386, 403, 
U. S.-British representations for 404-405, 407-408, 414, 423 

servicing of, 416, 546-547, Committees. See Consultative 

557-558; Chinese reply, 558 committee and under League 

Japanese ap oyernments objection of Nations’ program, infra. 
o individual arrangements by . ‘ . 

Japanese creditors with Chinese Consultative committee of foreign 

railways, 406, 554 experts, proposal by V. 

Commercial | treaty of 1903 with j Soong oo oe ae ‘ foreign 

nited States: apanese attitude toward forel 

Chinese proposals for negotiation | — assistanée to China exclude 

of a new treaty: Extraterri- apanese participation, - 

torial jurisdiction, question of 373, 374, 375-376, 378-379, 
abrogation of provisions con- 379, 380, 384-385, 386, ee 
cerning, 525, 526-528, 529- 396-398, 403, 404-405, 405- 

530, 831-533, 534, 534-535, 408, 414



| INDEX 893 

China—Continued. China—Continued. 
Economic reconstruction, etc.—Con. Extraterritorial jurisdiction (see also 

League of Nations’ program of tech- Rendition, infra), question of 
nical collaboration with China: aorogation of provisioné of U Be 

Committees. See Special com- inesé commerciat treaty 0 
mittee on technical collabo- 1903, 525, 526-528, 529-530, 
ration and Transit Commit- 531-533, 534, 534-535, 535 
tee, infra. Importation of certain industrial 

Italian support of, question of, chemicars classifiable as muni- 
400-401 tions of war, U. 5. views concern- 

Japanese allegations of political Bey Chinese restrictions on, 562- 
nature of, 381, 396-398 

Rajchman, Ludwig W., technical Legations of foreign governments in 
liaison officer: Reappoint- China, question of raising to 
ment of or successor to, status of embassies, 535-542 
question of, 398, 408-409, Disinclination of U. S. Government 
410-412, 418-419; views on to raise its Legation to the 
technical assistance to China status of an Embassy, 536, 
and relation to Japanese 539-540, 541; similar views of 
policy in Far East, 395—402 France, Great Britain, and 

Special committee on technical Japan, 540-541, 541-542 
collaboration: Meetings and Italian creation of Embassy, in- 
procedures, reports concern- formation concerning, 5365, 
ing, 371-372, 377, 382-383, 536-539, 542 
409-410, 418-419; U.S. un-| Liquid fuel, restrictions by Cantonese 
official representation, 371-— authorities upon the sale by 
372, 377, 381, 381-382, 418 foreign companies, U. S. and 

Transit Committee, mission to British representations against, 
China, arrangements for par- 564-566 
ticipation of American na-| [oans: 

tional, 419-420 Export-Import Bank loan to China, 
U. 5.° cooperation: proposal for, 458, 460 

Special committee on technical Hukuang Railway loan. See under 
coflaboration, U. 8. un- Claims, supra. 
official representation, Nishihara loan. 380 
371-372, 377, 381, 381-| YJ. 8. cotton-wheat credit, 372- 
382, 418; Chinese desire 373, 373-374, 376, 384, 415- 
for U. S. active participa- 416 

tion, 381-382 U. S. rehabilitation loan, proposal 
Transit Committee mission to for, 3838-385, 436-437 

China, arrangements for} Missionaries and mission property. 
participation of American See under Protection, infra. 
national, 419-420 . . 

Loans: Nareptie drugs | and opium control 

Hukuang Railway loan and pute: “Manchoukuo”): "Chinese 
Ashihara oan, neces’ for request to have representative 

' 380, iT 6. in settlement present at search of American 
of, 380, 4 gunboats for suspected smuggled 

U.S. loans: Cotton-wheat credit, narcotics, and U.S. attitude, 356— 
372-373, 373-374, 376, 384, 358; employment by Chinese 
415-416; rehabilitation Government of A. E. Blanco as 
loan, proposal for and U. S. adviser on opium suppression, 
attitude, 383-385, 436-437 suggestion for, 360-361; estab- 

Monnet, Jean (see also China De- lishment of national agency to 
sopra gre Finance Corp., provide lawful source Fee. 
supra), of narcotics, proposed 0-371; 

National Economic Council, 372, seizure by Japanese military at 
373, 374, 376-377, 402 Changli of confiscated drugs, 

Soong, T. V., 373, 374, 375, 378, and fines imposed on opium 
379, 389, 404, 408, 413-414 users, 364, 366-369; U. S. in- 

Syndicat Europeen d’Enterprises, formal representations to Chinese 
invitation for cooperation of Government regarding opium 
American firmsin public works| . situation, 361, 369-370 
program in China, and U. 8. National Economic Council, 372, 373, 
attitude, 387, 392, 393 374, 376-377, 402



854 INDEX 

China—Continued. China—Continued.  __ 
Pilotage authority at Shanghai, pro-| Protection of American and other 

posed changes in control of, foreign lives and property—Con. 
591-606 Military action by Communists and 

Compulsor ilotage for vessels rebel forces in— Continued. 
over 150 feet, request for, and Fukien Province: Bombing opera- 
attitude of interested powers, tions by Chinese National- 
594-597 o forces, representations by 

Erbe, C. F., American citizen, erninents “concerning, oe. 

question of examination for 463, 463-464; foreign mili- 
resists wo eae es tary and aval fren, di ’ ? patch b . dS. ritish, 

Foreign powers, attitudes. of: French, and Japanese 
France, 604, 605; Germany, Governments for protection 
602; Great Britain, 595, 597- of their nationals, 463, 464, 

804, 605; U. 8. views and res. tion of American’ misston ; > U.S. - ion oO merican mission 
ervation of rights, 592-594, property by Chinese Na- 
oR ee 597-600, 603, 604, tional Army, U. S. rep- 

resentations concerning, 
Regulations adopted unilaterally by 467-469; reports, 462-464, 

Chinese Government: 466-467, 471, 472-473 
Examination of pilots, 591-592 Hunan Province, 478, 484 
Revision of General Pilotage Kiangsi, 265-266 

Regulations of 1868: Ex- Kweichow Province, 474-476 
amination Or F. pitbe, an Missionaries and mission property 

ese en robe | 4, it lee Bracuntion, curr): 
regulations question of, 601 American Baptist vetuest for “ mM. yn? unnan, Chinese request for 

Sa nforeatin conoerning withdratval from ‘Ching of 
of pilot licenses, pending ac- Rev. on pround of interfer 

ceptapee by intenented Por gnce fn pelitical ata, 470, ed a 471, 473-474, 476-478; U.S. 
fog. Uk representa het representations concerning 

and reservations concerning, Oar 1 47 sare © Youngs, 
599-600, 606 . ‘ . 

Political situation (see also Sino- Claims of Rev. Casper C. Skins- 
Japanese dispute: Independence efforts to procure the release 
movements), attitude of Canton of Rev. Bert Nelson, cap- 
rea ea erg ventral Govern- tured by the Communists in 

’ ’ — ’ iati ith th 
Press restrictions concerning regis- Nese ations wit one 

tration of American and other cerning, 464-466, 469-470; 
foreign publications | under settlement. 470n , 
Chinese press law, U. S. posi- Kidnani , der of Ameri 
tion concerning, 618-620 idnaping and mur ey h eo. 

Protection of American and other Stam and wife by Commun. 

igign lives and property, 462- ist bandits in southern An- 
hwei: igati f - 

Evacuation of Americans and other pwel: Inve sigan Stam, 
corel ers from Diaces or Can- recovery of their bodies, and 
ger, rescue Oo e Stam infan 
ing, 474, 475, 475-476, 478, 483, 479, 480-481, 481, 482, 485- 

— 486, 487, 488, 489-490; U.S. 
Kidnaping and murder of American representations to Chinese 

citizens by Communist bandits. Government, 479, 479-480, 
See under Missionaries and mis- 481-482, 486-487, 487-488, 
sion property, infra. 488 

Military action by Communists and Occupation of American-owned 
rebel forces in— mission property by Chinese 

Anhwei Province (see also Mis- National Army, U. 8S. repre- 
sionaries: Kidnaping, ztnfra), sentations concerning, 467— 
483-484, 484-485 469



INDEX 855 

China—Continued. China—Continued. 
Protection of American and other Treaties with—Continued. 

foreign lives and property—Con. Great Britain: Treaty of 1858, 577, 
Missionaries and mission property 580, 584, 593; treaty of 1902, 

—Continued. 524-525, 531, 532, 535 
Peiping area and Western Hills, United States (see also Commercial 

Chinese assurances of pro- treaty of 1903, supra): 
tection for Americans travel- Tariff treaty of 1928, 525, 573, 
ing or sojourning in, 472 . 582, 583, 584, 586, 591; 

U. S. military and naval forces, treaty of 1858, 563, 564; 
dispatch to places of danger: treaty of Wang-Hea (1844), 
Foochow, 464, 467, 471, 472, aeety ot 888 38, ge 
4 ; h 4 4 4 r ’ 

Radio: 78; Wahu, 480, 488, 485 Tientsin (1858), 575, 584, 587, 
Operation by an American citizen 588, 589, 593; additional ar- 

of an unlicensed amateur radio _ ticles of 1868, 589 
station, U. 8. attitude con-| U.S. silver-purchasing program, effect 
cerning Chinese objections and upon Chinese economy, 423-462 
request for dismantlement of Anti-American feeling, reports con- 

station, 625-627, 628, 629-630; cerning, 428, 456, 458 
acquiescence in Chinese pro- China Consortium, participation in 
posed solution, 629-630 proposed bond issue, question 

Registration of radio receiving sets, of, 459 
U. S. nonobjection to volun- China Development Finance Corp., 
tary compliance with regula- proposed bond issue’ to 
tions by American citizens in strengthen Chinese financial 
Shanghai, 627-628, 628-629; situation, 459 
British action, 629 Chinese Bankers’ Association, ap- 

Rendition of Kuling Estate, U. 8. peal to Pres. Roosevelt, 424— 
concurrence in proposed agree- 425; endorsement by Shanghai 
ment for, 614-617 Chinese and Foreign Chambers 

Review of developments in China of Commerce, 428 
during 1934, 344-348 Export duty on silver, imposition 

Shanghai International Settlement, by Chinese Government: Con- 
problems affecting: | Courts, sideration of, 425, 427, 429, 
Chinese, question of right to 432, 435, 438, 439, 449; dis- 
summon employees of the Munic- criminatory action by Central 
ipal Council to answer charges Bank of China, alleged, and 
for alleged offenses committed in U. S. attitude, 452-453, 453- 
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Japan—Continued. Japan— Continued. 
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Continued. rumors of possible meeting 
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United States by Japanese waii, denial of, 662-663, 663- 
Government and exporters: 664 
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commerce (1854), 649-650 choukuo’’, 672-675, 679-680 

‘“‘Good-will” visitors from Japan to| Manchuria. See Sino-Japanese dispute: 
United States, 640-643 “Manchoukuo’’. 

Immigration question, Japanese de- | Mandated islands in Pacific: 
sire for adjustment of, 636-637| Approval by Japan of visits by foreign 

Mandated islands, approval by vessels, 665, 681-682, 683-684 
Japan of visits by foreign ves-| Japanese determination to retain pos- 
sels, 665, 681-682, 683-684 session after withdrawal from 

Nonaggression pact, rumors con- League of Nations, 24, 62-65, 
cerning, 648-649, 664 338-339; denial of alleged fortifi- 

Nonrecognition of ‘‘“Manchoukuo”’, cation of, 338 
U. 8. policy concerning, 639, Merchant fleet, Japanese, report on 
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Murder of American citizens in China. | Property—Continued. 
See China: Protection of American real property of Americans in. 
and other foreign lives ane prop- China, question of reregistration 
erty: issionaries and mission of, 617-618 | 
property: Kidnaping and murder. Protection of American and other for- 

eign lives and property. See under 

Narcotic drug control. See China: China and Sino-Japanese dispute. 

Narcotic drugs and opium control | Pu-yi (Hsuan-tung), 2-3, 4, 5, 25, 29-32, 
and Sino-Japanese dispute: ‘‘Man- 59-60, 61-62, 72-73, 77, 84, 85, 91, 
choukuo”: Narcotic drugs and 97, 159, 195-196, 199-200 
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powers concerning, 730-731, 731- 332° 344-345. 346: South Man- 

732, 734, 756-757, 791; views of| — churia Railway, 43, 312-313, 314 
Minister to vapae on Far Eastern Rajchman, Ludwig W., technical liaison 

Netherlands East Indies: Conference at officer ior League of Nations’ pr on 

Batavia concerning, 287; trade with ith China. 113. 118. 119. 123. 127 

Japan, 286-288, 332, 333, 705 ; ’ , ? ? , 
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States, Great Britain and Neth-| “™jvitien in United States on behalf 
| in Manchuria, 712, 713, 714, 715, oo Manchoukuo”, 672-675, 679- 

an 120. 761-762; Japanese atti- Recognition. See Sino-Japanese dis- 

References to, 56, 113, 120, 122, 130-| Bute: “Manchoukuo"’: Nonrecog- 
13h tee 136 a. , 60. igo 176 Rogers, James Harvey. See China: 
183. 185. 248 959 , ’ , U. S. silver-purchasing program: 

Norway, views concerning application Ro osey et, Franklin D. (President): 

of Chinese regwations: oe eats cf Cruise to Hawaii: Invitation of Pan 
expor 4d tur , tor 8 ¢ war S ke Pacific Association to visit Japan, 
Chin 196 B07. jons ot war into declination of, 635-636; rumors 

na, 290, of possible meeting with Japanese 

Oil monopoly. See under Japan and ones 664A denial of, 662- 

Bing, Japanese dispute: “‘Manchou-| Message to Congress, May 22, 437- 
. 44 

Open-door policy. See under Sino- 438, 439, 444 
Japanese dispute: ‘‘Manchoukuo”’. | Sanctions, economic, ase statement 

Opium. See China: Narcotic drugs and concerning, ; -188 

opium control and Sino-Japanese |Shanghai. See under Sino-Japanese dis- 
dispute: ‘‘Manchoukuo’’: Narcotic pute. 
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tions concerning, 1-2, 3, 26-29, 80- g Settlement. 9 
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Silver. See China: U. S. silver-purchas- | Sino-Japanese dispute—Continued. 
ing program. Foreign powers—Continued. 

Sinkiang: Chinese plans for develop- Manchuria, 58, 78-79; Jap- 
ment of, 84-85; independence anese unofficial statement of 
movement, defeat of Gen. Ma policy toward China, attitude 
Chung-ying by Gen. Sheng Shih- toward, 132-133, 159-160, 163, 
tsai, Garrison Commander of Sin- 176-177 
kiang, and collapse of Kashgar Germany, attitude concerning non- 
regime, 228-230; Japanese aims recognition of ““Manchoukuo’”’, 

_ in, 5 8, 22-23, 44, 59 
Sino-Japanese dispute, 1-348 , Great Britain (see also Liao River 

Amau_ statement. See Unofficial Conservancy Board, and under 
statement, infra. ; Unofficial statement, infra): 

Arms and munitions: Offer of Chair- Anglo-Japanese Alliance, re- 
man of Shantung Provincial ported revival of, 250-251, 
Government to give United States 971-272, 272-274; assault by 
concessions and military bases in Japanese workmen on British 
Shantung in return for munitions ‘and American riding party at 
and war material, and U.S. reply, Mukden, and U. S. and British 
13-15; “Manchoukuo’s’ efforts action concerning, 249-250 
to buy abroad, U. 8.-French dis- 268-269, 282-283. 283-284, 

_ cussion of, 209 285; discrimination by ‘“Man- 
Aviation, Chinese: choukuo”’ authorities in levy- 

Instructors, foreign: er ing of customs duties on foreign 
American: Chinese dissatisfac- oil, U. 8.-British consultations 

tion with, 315-317; review of and informal representations 
Department's policy in re- concerning, 700, 701, 702, 703, 
gard to participation of U. 8. 704, 705-709, 745, 772, 776, 795— 
military officers in Chinese 796; Far Eastern policy of, in- 
military training program, formation concerning, 190-191, 
288-291 198-199, 292-293; narcotic drug 

Italian, 316-317 . traffic in Manchuria and Jehol, 
U.S. assistance and sale of airplanes British views and consultations 

to China, Japanese attitude with United States concerning 
toward, 44-46, 118, 128, 129, League of Nations request for 
131 furnishing of information con- 

Boycott, anti-Japanese, in China, 41, cerning, 354-356, 358-360, 
50, 141 364; nonrecognition of ‘“‘Man- 

Chang Hsueh-liang, 52-54, 218, 316 choukuo”’, attitude toward, 
Claims: - 55-56, 57-58, 60, 91; pre- 

Manchuria, attitude of Kirin Pro- liminary naval conversations 

vincial Government toward in London, U. 8.-British, 171, 
Socony-Vacuum Corp. claims 190, 199, 293, 667; representa- 
for losses from looting, 94-95 tions against oil monopoly in 

Shanghai hostilities of 1932, Jap- Manchuria, 709-710, 710, 710- 
anese offer to settle certain 712, 713, 713-715, 718, 720, 
American claims arising from, 723-724, 727, 744, 749, 754, 
91-92, 95-96, 227-228 756, 760, 761-762, 766-769, 

Customs. See Oil monopoly: Dis- 771, 773; sanctions, economic, 
crimination, and Resumption of Foreign Secretary’s statement 
customs, postal, and railway concerning, 186, 186-188; 
service under ‘Manchoukuo”’, Soviet Union, policy toward, 
infra. and effect on Far Eastern 

Fleet, Japanese. See Merchant fleet situation, 230-232; trade in 
and Shipping, infra. Far East, 12, 56, 333; troops 

Foreign powers: . in summer camp in North 
Belgium, attitude concerning pro- China, Japanese request that 

posed state visit to Tokyo by permission of Kwantung Army 
Pu-yi, 200 ws “ be obtained for maneuvers 

El Salvador, recognition a Man- north of Great Wall, and posi- 
choukuo’’, 189, 194-195 . im ’ 

France (see also Liao River Con- tion of British Government 
servancy Board, infra): Arms concerning, 233, 307 — 
and munitions, discussion with Italy: Aviation instructors in China, 

United States concerning 316-317; Japanese unofficial 
‘“Manchoukuo’s”’ efforts to buy statement of policy toward 
abroad, 209; investments in China, attitude toward, 137,
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
Foreign powers—Continued. League of Nations—Continued. 

154; nonrecognition of ‘‘Man- Soviet Union entrance into League: 
choukuo”’, attitude toward, Information concerning, 271; 

60-61 Japanese attitude, 158, 183- 

Netherlands, attitude concerning 184, 281-282 | 
questions of diplomatic and Technical assistance mission to 

: consular relations with ‘“‘Man- China (Rajchman mission), 
: choukuo” authorities, 62, 85, Japanese objections and _ al- 

200 legations of political activities, 

Poland, attitude toward nonrecog- 112-113, 118, 119, 123, 127, 
nition of “‘Manchoukuo’”’, 200- 128, 135, 145-146, 150-151, 
901 _ 155, 160, 172-173, 1838, 347 

Roviet om See Soviet Union, Withdraway, of Japan, 9, 63, 184- 

anfra. . . wo. 

United States. See U.S. position,| 1420 River Conservancy pont ek 
infra. discussions concerning French 

Independence movements: North proposal for action on grounds 
China, report of, 339-340; of violation of conservancy agree- 
Sinkiang, defeat of Gen. Ma ment of 1914, 75-76, 97-98, 105, 
Chung-ying by Gen. Sheng Shih- 109, 115, 123, 129 
tsai, Garrison Commander of| «yfanchoukuo”: 

Sinkiang, and coapse of Kash- Administrative and military con- 
gar regime, 228-230 trol by Japan, 18, 294-296, 

Inner Mongolia: Establishment of 310-315, 340; reorganization 
autonomous government and re- in, 294-296, 311, 340 

lations with Chinese Central Arms and munitions, U. §.-French 
Government, 76-77, 218, 219, discussion concerning efforts 
225227, 280-281, 298-299, 344; of “Manchoukuo” authorities 
apanese expansionist plans in, to buy abroad, 209 

2, 5, 158-159, 285, 292, 307, Attitude -of public toward new 
321; Sino-Soviet agreement for regime, 24-26 
improvement of communications Catholic Church avvoi 

Saeps , appointment of 

facilities, 220-222 Bishop Gaspais as temporary 
League of Nations (see also under representative in Manchuria, 

‘“Manchoukuo”: Narcotic drugs, 174-175 

infra) : Chinese Eastern Railway, renewal 
Advisory Committee. See Postal and conclusion of negotiations 

traffic, infra. at Tokyo for sale by Soviet 

Japanese statement of policy to Union to ‘‘Manchoukuo”’, 3-4, 

(see also Technical assistance, 5-6, 11, 18-20, 21, 51-52, 57, 
infra), 127-128, 154-155 67, 69-70, 75, 110, 125, 152, 

Position respecting current situa- joie TT oes rei 

tion in Far East (see also en? } ~268, 

Technical assistance, infra) 269-270, 271, 278-280, 283, 
_ ’ , 285, 291, 292, 296, 297-298; 

145-147 rights of French shareholders 
Postal traffic in mansit through 5S , 

anchuria, League Advisory . . + oe 

Committee recommendations, Claims, attitude of ean pone: 

and U.S. attitude concerning : ~ 

relations between foreign postal vacuum @o 2 Pam 8 for losses 

administration and Manchurian Coronation of Pu-yi as Emperor 
de facto authorities, 133-134, lans for, 2~3, 4, 10, 25 99-39 

177-179, 180-181, 202, 216- Narcotic drugs and opium traffic 
217, 222-223, 243-244, 266- | of: Pp , 
267 control ol: 

. League of Nations: Correspond- 
Protectorate over North China, ence with Japanese Govern- 

proposed, 322 ment concerning supervision 

Southwest Political Council, de- of traffic in narcotic drugs to 

claration to League and signa- Manchuria and Jehol, 365- 

tories of Nine-Power Treaty 366; report of Opium Ad- 

concerning Japanese unofficial visory Committee, and Chi- 

statement of policy toward nese proposed amendments 

China, 147-148 relating to Manchuria and
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
‘*Manchoukuo’’—Continued. ‘‘Manchoukuo’’—Continued. 

Narcotic drugs and opium traffic, Nonrecognition—Continued. 
control of —Continued. Great Britain, attitude of, 55-56, 

Jehol, 349-354; request for 57-58, 60; proposed state 

information from certain for- visit to Tokyo by Pu-yi, in- 

eign governments in regard structions concerning, 91 
to traffic in narcotic drugs in Italy, attitude of, 60-61 
Manchuria and Jehol, U. S. Netherlands, attitude concerning 
and British attitudes con- questions of diplomatic and 
cerning, 354-356, 358-360, consular relations with de 
361-364 P facto officials, 62, 85, 200 

: oland, attitude of, 200~—201 
State, op ium monopoly, 25, 314, Soviet Union, attitude of, 31-32, 

Nonrecognition (see also Recogni- U. of 83, Oe "Coen Mie Diplo- 

power, ra) eens ee matic and consular relations, 
. supra), 36-38, 51, 55-56, 58, 

Belgium, attitude concerning pro- Soret. 61, 75, 83, 88-91, 95, 
posed state visit to Tokyo by 258-260, 639, 640 
Pu-yi, 200 Observations by U. 8S. Military 

Catholic Church, position of, Attaché in Japan on his trip 
174-175 _ to ‘“Manchoukuo’’, 209-214 

Chinese Government, position Oil monopoly: , 
of, 41, 61-62, 90-91, 113- Discrimination in levying of cus- 

114, 116-117, 195-196, 265 roms duties on foreign ol 
D iplomatie and consular thee tions and informal repre- 

foreign * povernments ith sentations to local authori- 

de facto officials, questions free ne to eine se Gover 

concerning: Free customs 701, 702-704, 705-709, 745, 
entry pelegee, U8. Post 772, 776, 798-796; Japanes “Menchoukuoan” promise of investigation of 

tal and Oa if O ions. problem, 709 
question of accep tane of Manchuria Oil Co. and oil sales 

~ : ? monopoly: 

fo forbid functioning of con- Information concerning plans . O anchoukuo” gov- 
Seine te Seaition Daa ernment for establishment 

225; notification of the estab- foreign oil companies with 
Pa bo éo. 7573. ste local authorities concern- 

al administration, League Ing, aos OP ’ vee 
of Nations recommendations 798 799. 735-737. 741— 
and U. S. views concerning 743 745. 751. 753. 756 

relations between foreign 774-779. 787-788; U. §. 

postal administrations and position concarnng, actin : . of oil companies, _ 

Hes, with regard, to Postal] Japanese Government's psi 
Manchuria, 133-134, 177— vey » 729-730, 5-749, 

sae ee Oa oe see onan” Military and naval authorities, 

proposed state visit to Tokyo Japanese ny 1. 80 of, 735- 
by Pu-yi, attitude of the Open-door policy See Rep- 
powers concerning, 85, 91, resentations infra 
199-200; visa for ‘Man- ‘ iti 
choukuoan” official to visit Protest. to local authorities by 
Philippines, U. 8S. position rd 718 790. U8 not 

eee te request for, 62, tion, 714-715, 718-719 
Representations (see also Pro- 

Germany, attitude of, 8, 22-23, test, supra) to Japanese 
44, 59 Government on basis of
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
““Manchoukuo”—Continued. “‘Manchoukuo’’—Continued. 

* Qil monopoly—Continued. Troops of foreign governments in 
Manchuria Oil Co. and oil sales summer camp in North China, 

monopoly—Continued. Japanese request that permis- 
Nine-Power Treaty pro- sion of Kwantung Army be 
visions and  open-door obtained for maneuvers north 
principle: of Great Wall, and position 

Netherlands, 791 of British Government con- 
U.S. and British discussions cerning, 233, 307 

and actions, 709-710, Mandated islands in Pacific, Japanese 
710, 710-712, 713, 713- determination to retain posses- 
715, 723-724, 727, 744, sion of after withdrawal from 
749, 754, 756, 760, League of Nations, 24, 62-65, 
761-762, 766-769, 771, 338-339; denial of alleged fortifi- 
773; Japanese replies, cation of, 338 
725, 755, 767, 773-774, Merchant fleet, Japanese, report on 

Soviet Union: Attitude of, 761; strategical value of new fast 
closing of Neft oil interests, vessels in, 235-243, 3238-329 
723, 726 Missions and mission property in 

Open-door policy (see also Oil Hopei Province, request of Jap- 
monopoly : Representations, anese official for information 

supra): concerning, 92-94 
Assurance by ‘Manchoukuo”’| Mongolia. See Inner Mongolia, supra, 

concerning maintenance of, and Outer Mongolia, infra. 
73 Naval Conference of 1935, effect of 

Foreign investments, 42-44, 78- Far Eastern situation on ques- 

09, 272 nuns, 7. 230 38, 130, 247-249, j j alms, /, ’ ) ’ ~ ’ 

oan commore,and,nl| tig consign tion of foreign participation, ? ’ 
56, 98-104, 214-218, 258, 103° 293; U.S. naval policy, 189— 

314-315 ; ; 
. Netherlands East Indies, trade with 

Opium monopoly, Japanese, 25, Japan, 286-288, 332, 333, 705; 
>. . conference at Batavia concerning, 

Postal administration (see also Re- 287 

sumption of customs, postal,| Netherlands Minister to Japan, views 
and railway service, wnfra), on Far Eastern situation, 331- 
recommendations of League of 334 , 

Nations Advisory Committee} North China, Japanese plans for 
and U. 8. views concerning re- economic and political expansion 
lations between foreign postal in: 

administrations and Manchu- Commission for the Settlement of 
rian de facto authorities with Affairs Pertaining to the War 

regard to postal traffic in Zone. See under Demands of 
transit through Manchuria, Kwantung military leaders: 

133-134, 177-179, _ 180-181, Demilitarized zone, infra. 
202, 216-217, 222-223, 243- Demands of Kwantung military 
244, 266-267 leaders and concessions by 

Pu-yi (Hsuan-tung), 2-3, 4, 5, 25, Chinese local authorities: 
29-32, 59-60, 61-62, 72-73, 77, Chinese National Government, 
84, 85, 91, 97, 159, 195-196, position of (see also Huang 
199-200 Fu and Tang Yu-jen, infra), 

Recognition by El Salvador, 189, 50, 319, 320-323, 336-338 
194-195 Demilitarized zone established 

Resumption of customs, postal, and under Tangku armistice 
railway service between China agreement of May 31, 1933, 
and Manchuria, 107, 113-114, negotiations concerning, 234, 
116-117, 173-174, 193-194, 301-302, 319-820, 320, 341- 

. 199, 208, 203-204, 208-209, 342; Commission for the 
215-216, 218, 220, 234-235, Settlement of Affairs Pertain- 
249, 274, 306, 319, 321, 336- ing to the War Zone, 301-302 
338, 344-345, 346 Economic cooperation, Japanese 

South Manchurian Railway, 43, request for, 174, 245-246, 
312-313, 314 306, 342
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
North China, ete.—Continued. Political situation in Japan—Con. 
Demands of Kwantung military Military element, position of: 

leaders, ete.—Continued. Dispute between War Office and 
Hopei Provincial Government Ministry of Overseas Affairs 

and municipality of Tientsin, over administrative reforms 
effect of changes in admin- for Manchuria, and threaten- 
istration on Sino-Japanese ed fall of Okada Cabinet, 
negotiations, 318-320, 320, 294-296 ° 
321, 338, 342 Information concerning, 53-54, 

Huang-Fu (Chairman, Peiping 334 
Political Affairs Readjust- Resignation of Gen. Araki and 
ment Council), role as nego- replacement by Gen. Hayashi, 
tiator, 46, 47, 79-80, 96, 15-16 
106-107, 173, 218, 234, 247,| Protection of American and other 
249, 274, 301-302, 318-319, foreign lives and property: As- 

. 322, 336-337, 338 sault by Japanese workmen on 
Military cooperation, Japanese British and American riding party 

request for, 342 at Mukden, and U. 8S. and British 
Resumption of customs, postal, action concerning, 249-250, 268- 

and railway service between 269, 282-283, 283-284, 285; mis- 
China and Manchuria, 107, sions and mission property in 
1138-114, 116-117, 173-174, Hopei Province, request of Jap- 
1938-194, 199, 203, 203-204, anese official for information con- 
208-209, 215-216, 218, 220, cerning, 92-94; Shanghai Inter- 
234-235, 249, 274, 306, 319, national Settlement, defense 
321, 336-338, 344-345, 346 scheme, amended, 308-309, 330- 

Shibayama, Lt. Col., Japanese 331, 340-341 
representative in negotia-} Sanctions, economic, British state- 
tions, 305 ment concerning, 186, 186-188 

Tang Yu-jen, position of, 39-40,} Shanghai: 
79-82, 107, 322, 336 Claims of American citizens arising 

Yu Hsueh-chung (Chairman, from Sino-Japanese hostilities 
Hopei Provincial Govern- of 1932, Japanese settlement of, 
ment), Japanese opposition 91-92, 95-96, 227-228 
to, 47, 302, 305-306, 318, 338 International Settlement: Chinese 

Empire under Pu-yi, reported Jap- apprehension over Japanese 
anese plans for inclusion of naval landing force maneuvers 
North China, 4, 5, 30, 84, 97 in, 342-348; defense scheme, 

‘‘Friendship” policy of Japan to- amended, U. 8S. comments, 
ward China, 46-50, 106-108, 308-309, 330-331, 340-341 
220, 244-247, 275-278 U. S. Marines, question of reduc- 

Independence movement, report of, tion of force, 17 
339-340 Shantung settlement of 1922, cited, 

Military domination by Japan, 248-249 
likelihood of, 39, 84, 302-307,| Shipping, Japanese, question of con- 
321-322, 342 centration in home waters, 144, 

Shanhaikwan, return to China, 175, 201 
48-49 Sinkiang: Chinese plans for develop- 

Troops, foreign, in summer camp, ment of, 84-85; independence 
Japanese request that permis- movement, defeat of Gen. Ma 
sion of Kwantung Army be ob- Chung-ying by Gen. Sheng Shih- 
tained for maneuvers north of tsai, Garrison Commander of 
Great Wall, and position of Sinkiang, and collapse of Kashgar 
British Government concern- regime, 228-230; Japanese aims 
ing, 233, 307 in, 5 

Outer Mongolia: Japanese expan-| Soviet Union: 
sionist plans in, 285; Soviet in- Chinese Eastern Railway, renewal 
fluence in, 222, 232-233, 285, 347 and conclusion of negotiations 

Pan-Asiatic movement, Japanese am- at Tokyo for sale by Soviet 
bitions concerning, 1-2, 3, 26-29, Union to ‘‘Manchoukuo”’, 3-4, 
80-81, 105, 184-185 5-6, 11, 18-20, 21, 51-52, 57, 

. Political situation in Japan: 67, 69-70, 75, 110, 125, 152, 
Foreign policy, relation to, report 157-158, 179, 205, 223-224, 

by U. S. Ambassador concern- 251-256, 260-264, 267-268, 
ing, 181-185 269-270, 271, 278-280, 283,
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
Soviet Union—Continued. Trade and commerce—Continued. 

. 285, 291, 292, 296, 297-298; 258, 314-315; Netherlands 
rights of French shareholders, East Indies, trade with Japan, 
58 286-288, 332, 333 

Fisheries and other unsettled ques- U. 8.-Chinese, 41-42 
tions between Soviet Union| Treaties: Sino-French treaty of 1858, 
and Japan, 158, 298 714, 715, 720, 725; Sino-U. S. 

Great Britain, change in policy treaty of 1844, 711, 714, 715, 720, 
toward Soviet Union and effect 725 
on Far Eastern situation, 230-| Unofficial statement by Japanese 
232 Foreign Office, Apr. 17, regarding 

League of Nations, proposed Soviet attitude of Japan toward foreign 
: entrance: Information concern- assistance to China: 

ing, 271; Japanese attitude, Background, facts, and develop- 
158, 188-184, 282 ments concerning issuance and 

Nonaggression pacts, Soviet pro- official nature of statement, 
posals for: 112-113, 115-116, 117-121, 

Bilateral: China, 74; Great Brit- 123, 127, 180, 1386, 187, 138- 
ain, 231; Japan, 20-21, 87, 139, 140-141, 141-142, 148, 
184, 292, 300; United States, 160-163, 183 
74, 78 . Chinese position, 114-115, 130, 

General, 82-83, 292 134-135, 136-137, 139; South- 
Multilateral (Soviet Union, China, west Political Council, declara- 

Japan, United States), 74, tion to League of Nations and 
78 signatories of Nine-Power Pact, 

Nonrecognition of ‘‘Manchoukuo”’, 147-148 
Soviet attitude, 31-32, 75, 83, French memorandum concerning, 
97, 106, 110, 292 159-160, 163, 176-177; dis- 

Oil monopoly in ‘‘Manchoukuo”’: cussions with United States, 
Attitude, 761; closing of Neft 132-133 

- oil interests, 723, 726 Great Britain: 
Outer Mongolia, Soviet influence in, Analysis of British Government’s 

222, 232-233, 285, 347 attitude and action, 153- 
Unofficial statement by Japanese 154, 165-171, 198-199 

Foreign Office on policy toward Communication to Japanese Gov- 
China, Apr. 17, views concern- ernment requesting clarifica- 
ing, 124-125, 180 tion of statement, and Jap- 

U. S. recognition of, effect on Far anese reply: Information 
Eastern situation, 1, 34, 68, concerning, 125, 129-130, 
111, 282 130-131, 131, 141, 166; “Jap- 

War with Japan, likelihood of, 1, 4, anese special rights in 
20-22, 23, 32-36, 38-39, 55, China’, British reference 
56, 66-69, 70-72, 74-75, 81, to, and explanation of 
83-84, 85-88, 96-97, 108-109, phrase, 143, 149, 154, 156, 
109-112, 156-159, 183, 201, 164, 164-165, 168, 172; text 
204-208, 214, 223, 231-232, of British communication, 
251-258, 264-265, 270-271, 142-143 
291-292, 297-301, 321-322 Cooperation with United States, 

Tangku armistice of May 31, 1938 British position, 122-123, 
(see also North China: De- 126, 131-132, 135-136, 142, 
mands of Kwantung military 153-154, 164-165, 166 
leaders: Demilitarized zone, Press and public opinion, 121-122 
supra), 10, 50, 199, 337 Sanctions, views as to necessity 

Trade and commerce: for U. S. cooperation in any 
Japanese, questions relating to: policy of, 186, 186-188 

China, commercial relations Statements in Parliament by 
with Japan, 41, 42; general Foreign Secretary: Apr. 19, 
policy, 1, 12-13, 333; Great 122; Apr. 23, 125-126, 130, 
Britain, competition with 166; Apr. 30, 148-149, 167, 
Japan, 12, 56, 333; ‘‘Man- 168; May 18, 185-188 
choukuo’’, Japanese monopoli- Italian views, 137, 154 
zation of trade and commerce Nine-Power Treaty, references to, 
and limitation of foreign par- 113, 120, 122, 130-131, 131, 
ticipation, 56, 98-104, 214-215, 136, 139, 141, 142-143, 148,
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Sino-Japanese dispute—Continued. Sino-Japanese dispute—Continued. 
Unofficial statement by Japanese} U.S. position—Continued. 

Foreign Office, etc.—Continued. on U.S Far, Eastern policy, 
144. 147-148. 148-149. 160 misunderstanding in connection 

162, 176. 183 185 co with, 6-7, 8, 16-17, 17-18 
Soviet Union, views of, 124-125, Commercial relations, U.S.-Chinese, 

180 41-42 
. oo Great Britain, attitude toward 

U. & _pititude and a esa nese Gov- U.S.-British cooperation in Far 
ernment, Apr. 28, informa- Eastern situation: General 

tion concerning 148, 152- policy, 190-191, 198-199, 292- 
153. 156. 163 ? , 293; nonrecognition of ‘‘Man- 

oo choukuo”’, 55-56, 57-58; un- 
Great Britain, U. 8. efforts for official statement of Apr. 17 

cooperation with, and Brit- by Japanese Foreign Office, 
ish position, 122-123, 126, 122-123, 126, 131-132, 135- 
131-132, 135-136, 142, 1438, 136, 142-143, 153-154, 164— 
1538-154, 166; Foreign Min- 165, 166 

ister’s statement referring to Hull-Hirota exchange of notes, 
Japanese special rights in Feb. 21, Mar. 8, cited, 170, 
China, U.S. attitude toward, 196-197 
164-165 Military intervention, U. S., in 

Memorandum on facts relating Far Eastern situation, unlikeli- 
to Japanese action, 128-129 hood of, 81-82 

Views of U. 8. Minister in China, Naval Conference of 1935, effect of 
143-144 Far Eastern situation on ques- 

Withholding of comments and tions relating to: U. 8.-British 
decision pending efforts to exploratory conversations, 171, 
obtain authoritative infor- 130. oa U. 5. naval policy, 
mation: 4990. . 

Discussions with other govern- Nonrecognition policy. See ‘Man- 
ments: China, 136-137; choukuo”’: Nonrecognition: 

France, 132-133; Great U. 8. attitude, supra. 
Britain, 122-123, 126, 131- Shanghai International Settlement 
132, 135-136, 142, 143, defense scheme, amended, 
153-154, 164-165, 166; U.S. comments, 308-309, 330- 
Italy, 137 _ 331, 340-341 

Instructions to Ambassador in Shipping, Japanese: Navy Depart- 
Japan, 117, 129-130; to ment request for data from all 
Consul at Geneva, 137 consular officers concerning, 

Versions and interpretations, infor- and State Department reply, 
mation concerning, 112, 138, 144, 175; report from Consul at 
139, 140-141, 141-142, 167, _Kobe concerning, 201 ; 
189-190 Soviet Union, effect of U.S. recogni- 

. . . tion on Far Eastern situation 
U. S. Marines, question of reduction 1. 34. 68. 111. 282 ’ 

of force at Shanghai, 17 Stimson doctrine, cited, 6, 89, 689 
U. S. Navy: Maneuvers in North War with Japan, possibility of, 38 

Pacific, plans for, gaia naval 72, 111 ? yo 
policy in relation to Far Eastern . 
situation, 189~193; withdrawal Skinsnes, ong er Oi Settlement py 
of fleet from Pacific Ocean, 128- 1 tained in eff te ro or 

129, 170 losses, sustained in forts to pres 
U. S. position (see also the following, son, captured by Communists in 

supra: Arms and munitions, 1930, 464-466, 469-470 
Aviation, Claims, Liao River Soong, T. V., 373, 374, 375, 378, 379 
Conservancy Board, Protection 389, 404, 408, 413-414, 433 
vee end pronerty.  Unotieea Southwest Political Council, declaration 

> o League of Nations and signa- 
statement: U. 8. attitude and tories of Nine-Power Treaty con- 
actions, U. 8. Marines, U. S. cerning Japanese unofficial state- 
Navy): ment of policy toward China, 147- 

Address by Stanley K. Hornbeck 148 
(Chief of Far Eastern Affairs| Soviet Union. See under Sino-Japanese 
Division, State Department) dispute.
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Spain, views concerning application of | Treaties, conventions, etc.—Continued. 
Chinese regulations governing ex-| U.S8S.-Sweden, consular convention of 
port licenses for shipments of arms 1911, 841 
and munitions into China, 496, 507 | Troops (see also U.S. military and naval 

Stam, John C. and wife, kidnaping and forces): Chinese apprehension over 
murder by Communist bandits, Japanese naval landing force ma- 
U. §S. representations concerning, neuvers in Shanghai International 
479-482, 485-490 Settlement, 342-343; foreign troops 

Stimson doctrine, allusion to, 6, 89, 689 in summer camp in North China, 
Sweden, views concerning application Japanese request that permission 

of Chinese regulations governing of Kwantung Army be obtained for 
export licenses for shipments of maneuvers north of Great Wall, 
arms and munitions into China, and position of British Government 

9 496, 507 concerning, 233, 307 
witzerland, views concerning applica- . . +s . 

tion of Chinese regulations govern- Union of Soviet Socialist Republics. See 
ing export licenses for shipments of Union apanese ispute. owle 

496. 507 d munitions into China, Unofficial statement by Japanese 
? Foreign Office, Apr. 17, regarding 

. attitude of Japan toward foreign 
Tang ‘Yu-jen, 39-40, 79-82, 107, 322, assistance to ‘China, See under 

336 , Sino-Japanese dispute. 
Tangku armistice of May 31, 1933 (see|U. S. commercial interests: Dollar 

also Sino-Japanese dispute: North Steamship Co., 594; Frazar Co., 
China: Demands of Kwantung mil- 575-578, 579-581; International 
itary leaders: Demilitarized zone), Truck and Storage Co., 575, 578- 
10, 50, 199, 337 . 579; Oriental Consolidated Mining 

Taxation. See under China. Co., 820-826; Socony-Vacuum 
Trade and commerce. See Japan: Trade Corp., 94-95, 544, 575, 579, 582; 

relations with United States and Standard Oil Co. of New Jersey, 

, under Sino-Japanese dispute. 544, 741, 746-748: Standard-Vacu- 
Trademarks, American, Japanese in- um Oil Co., 700, 701, 704, 724— 

fringements of, 815-817 725, 726, 728, 735, 736, 742, 745, 
Treaties, conventions, etc. (see also 746, 747, 755-756, 757-758, 764, 

under China, Japan, and Sino- 765, 766, 770-771, 773, 787-788, 
Japanese dispute): 797-798, 799; Texas Oil Co., 728, 

Barcelona Convention, 505, 510, 514 741, 787, 788 
Boxer Protocol (1901), 592, 593, 594] U. S. military and naval forces: 
Hague Opium Convention of 1912, Dispatch to places of danger in 

351, 365, 366 China, 464, 467, 471, 472, 473, 
International Radiotelegraph Con- 480, 4838, 485 

vention (1927), 626 U.S. Marines at Shanghai, question of 
Narcotics Limitation Convention of reduction of force, 17 

1931, 361 U. 8. Navy: Maneuvers in North 
Nine-Power Treaty: Pacific, plans for, 3438-344; naval 

Invocation in representations to policy in relation to Far Eastern 

Japanese Government by situation, 189-193; withdrawal 
United States, Great Britain, of fleet from Pacific Ocean, 128- 
and Netherlands concerning 129, 170 | 

712 me at 7 15 eco War, possibility of: Soviet Union-Japan, 

761-762; Japanese attitude, I, 4, 20-22, 23, 32-36, 38-39, 55, i | Bede to eth hae References to, 56, 118, 120, 122, 156-159, 183, 201, 204-208, 214° 
130-131, 131, 186, 139, 141, 
142-143. 148. 144. 147-148 223, 231-232, 251-258, 264-265, 

149° , , , 270-271, 291-292, 297-801, 321- 148-149, 160, 162, 176, 183, 
185, 248, 259-260 322; U. S.-Japan, 38, 72, 111 

Silver agreement (1933): Allusions to,| Young, William, and sons, Chinese 
441, 444, 446; Chinese ratifica- charges against in connection with 
tion of, 424, 425-426, 440-441 alleged political activities of Ameri- 

U. S.-Finland, consular convention can Baptist Mission in Yunnan, 
of 1934, 842 470-471, 473-474, 476-478, 478- 

U. S.-Germany, consular convention 479 
of 1928, 840, 841, 842, 843 Yu Hsueh-chung (Chairman, Hopei 

U. §.-Siam, treaty of friendship and Provincial Government), Japanese 
commerce, proposed revision of, opposition to, 47, 302, 305-306, 
844-848 318, 338 
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